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Dear Mr Haig 

2025 Review of revenue determination guideline for NSW non-contestable projects 

Transgrid welcomes the opportunity to respond to the Australian Energy Regulator’s (AER) Draft 
Transmission Efficiency Test and revenue determination guideline for non-contestable network 
infrastructure projects Guideline (Draft Guideline) and accompanying Explanatory Statement. The Draft 
Guideline proposes to introduce a new chapter 7 in the Non-contestable Guideline that outlines how the 
AER will address hybrid revenue determinations. Hybrid revenue determinations include at least one 
contestable component derived as a result of a competitive assessment process. 

As the primary Transmission Network Service Provider (TNSP) and System Strength Service Provider 
(SSSP) for NSW, Transgrid is committed to delivering outcomes that promote the long-term interests of 
consumers. Transgrid operates the high voltage transmission network in New South Wales (NSW) and the 
Australian Capital Territory (ACT), which services about 4 million customers. Appropriate treatment and 
decisions regarding expenditure, revenues and transmission prices is vital to ensuring that there are 
appropriate funds to continue to supply the 4 million customers across NSW and the ACT.  

The Transmission Efficiency Test and revenue determination guideline for NSW non-contestable network 
infrastructure projects (Non-contestable Guideline) sets out how the AER will exercise its functions under 
Part 5 of the EII Act for non-contestable revenue determinations. The AER has based the non-contestable 
revenue determination process and regulatory framework on Chapter 6A of the National Electricity Rules 
(NER). This Non-Contestable Guideline also includes how the AER will enable the EII Act framework to 
adopt rule changes and ensure the AER has a clear basis to apply an approach consistent with the 
relevant NER chapter. 

We broadly support the Draft Guideline including: 

• Clarity on upcoming revenue determinations critical to the security and reliability of the NSW
transmission system,

• Key clauses such as financeability treatment remain intact and incentives schemes are excluded for
contestable components of a hybrid revenue determination, and



• broad alignment with the NSW Electricity Infrastructure Investment Act 2020 (EII Act) to ensure clarity.

Transgrid appreciates the ongoing, detailed and constructive engagement with the AER in relation to a 
number of projects that will be subject to these changed regulatory arrangements. Transgrid would 
welcome further engagement with the AER during the development of the proposed guidance note. For 
example, we would value further discussion on how, under the EII Act and Electricity Infrastructure 
Investment Regulation 2021 (EII Regulation), incentive schemes will be applied in a non-contestable 
revenue determination noting the complexities involved.  

We would appreciate the AER clarifying several matters outlined below. In addition, the table contained in 
Attachment 1 provides further commentary and seeks clarification on a number of the below-mentioned 
points. 

The timeliness of the Hybrid revenue determination process warrants further consideration 

The proposed amendments to the Non-contestable Guideline to address hybrid revenue determinations 
includes the evaluation of the competitive assessment process, procurement strategy and the process for 
making a revenue determination. 

Transgrid supports a hybrid determination process that is proportionate to the risk to consumers. Where the 
competitive procurement process (overseen and approved by the AER) determines the majority of the 
project costs, the hybrid revenue determination could, where practicable, be time-bound to reflect the 
contestable pathway (i.e. closer to 42 business days rather than 126 business days). This recognises that 
the AER has tested the genuineness and competitiveness of the process and, therefore, the efficiency of 
the resulting costs. 

We acknowledge that a hybrid determination process may be more complex than either a sole contestable 
or non-contestable determination. The hybrid determination must carefully consider the critical delivery 
milestones set by the Infrastructure Planner (IP). To ensure projects directed under the Priority Network 
Infrastructure Projects (PNIP) framework can meet urgent system needs, we consider that the 
determination timetable could fast-track contestable-driven cost reviews while maintaining the appropriate 
checks on non-contestable elements. 

There is an opportunity to streamline AER approval of the procurement report for hybrid revenue 
determinations  

As is the case for contestable revenue proposals, the AER requires the IP to provide a report at the 
conclusion of the procurement process for hybrid revenue determinations. The AER expects to receive this 
report prior to the network operator submitting its revenue proposal, to determine whether the competitive 
assessment process was genuine and appropriate for the contestable component. Where the AER is 
satisfied that the competitive process was genuine and appropriate, the AER presumes the principles 
under section 37 of the EII Act, and the Transmission Efficiency Test have been met and would make a 
revenue determination consistent with the outcome of the competitive process.   

The NSW Government is increasingly directing network operators to carry out projects under the PNIP 
framework.  A direction issued under EII Act becomes a condition of a network operator's licence under the 
NSW Electricity Supply Act 1995. The timing for projects subject to a PNIP direction are often very tight, 
reflecting the urgency of the projects to address network needs and deliver benefits to consumers; a PNIP 
direction will often require the submission of a revenue proposal by a certain date.  



To assist with compliance and timely submission of the hybrid revenue proposal in accordance with the 
direction, we encourage the AER to streamline the approval time period for the report or adopt a deemed 
compliant report approach. This is because the AER is closely involved in the procurement process up until 
that point.  Under the ‘Revenue determination guideline for NSW contestable network projects’ 
(Contestable Guidelines) the AER has three procurement roles: 

1. To approve the procurement strategy via the IP to indicate that the AER is satisfied that the proposed
competitive assessment process was likely to be ‘genuine and competitive’. Additionally, the AER may
endorse other tender related documentation such as the Tender Evaluation Plan and Negotiation Plan
(following approval by the IP).

2. Monitoring the competitive procurement process. The AER would likely act as an observer for all
procurement and tendering processes, and an AER representative may attend meetings.

3. To approve the final procurement report via the IP to confirm that the process was genuine and
competitive. The same AER team will also assess the revenue proposal and as a result the outcome of
the procurement process should be able to be reflected in the revenue determination in a timely
manner.

Further guidance on schedule of payment commencement would support revenue proposals 

Network Operators are required to include within their revenue proposals a schedule of payments setting 
out quarterly amounts proposed to be paid to the Network Operator by the Scheme Financial Vehicle for 
carrying out the project. The proposal must also include the methodology by which these quarterly amounts 
are to be calculated from the total revenue.  

Given this, and the importance of revenue timing for project financeability, we request that the final 
guideline or associated guidance provide direction as to when a Network Operator can propose the 
commencement of payments.  

Further clarity on use of adjustment mechanisms for contestable components 

The AER notes in the explanatory statement that adjustment mechanisms included in the contractual 
arrangements entered into as required as part of a genuine and appropriate competitive assessment 
process will also be included in our hybrid revenue determination.  

We encourage the AER to provide further clarity on the use of adjustment mechanisms for contestable 
components of a hybrid determination. To this end, we have included in Attachment 1 several detailed 
commentary and clarifications on the Draft Guidelines for the AER’s consideration.  

In broad terms, the AER could provide further examples and guidance as to the translation of adjustment 
mechanisms into a hybrid determination. This will assist the IP and Network Operators in efficient 
procurement and negotiation processes and lower the overall cost to consumers. Furthermore, we consider 
that the Final Guideline should highlight that an adjustment event in the contractual arrangement may 
trigger a corresponding event in a non-contestable adjustment mechanism.  For example, where a 
contestable project is delayed, it may result in a network operator incurring additional project management 
costs for the non-contestable components. 

Aligning with Chapter 6A of the NER to reflect the recent non-network option rule change 

The Non-contestable Guideline includes a set of rules, known as ‘EII Chapter 6A’, which is a modified 
version of Chapter 6A of the NER applied to NSW network infrastructure projects.  








































