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Executive Summary
In May, ACF’s Dirty Deeds report predicted that Export Finance and Insurance Corporation (EFIC)
might be used to provide financial assistance to Adani. 1 EFIC is Australia’s government-owned
export credit agency, whose functions include facilitating and encouraging Australian export trade
by providing insurance and financial services and products to companies involved in trade. 2 EFIC
have a strong track-record of investing in fossil fuel projects, backing fossil fuels over renewables at
a rate of more than 100:1 over the past 11 years. 3
Today EFIC published its Statement of Intent (SOI), 4 which explains how the EFIC Board will make
investment decisions that comply with Minister Ciobo’s Statement of Expectations (SOE). EFIC’s
SOI confirms that Australia’s government-owned export-credit agency can now be used to provide
further public money for Adani’s Carmichael coal mine and rail project.
Key details of these changes include:
•

Removing the blanket prohibition on EFIC providing support to large onshore resource
projects and firms;

•

Introducing a set of eligibility criteria with startling similarities to those in the Northern
Australia Infrastructure Facility Investment Mandate Direction 2016 (Cth);

•

Allowing EFIC and NAIF to finance the same resources project, provided they support
different corporate entities;

•

Potentially allowing EFIC to support the same corporate entity, provided that EFIC
assistance is provided before NAIF.

Analysis by the Institute for Energy Economics and Financial Analysis (IEEFA) demonstrates that
securing investment from private and government lenders is critical to the Adani Group’s long-term
financial health. 5 Specifically, IEEFA have revealed that Adani’s Abbot Point Coal Terminal faces
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refinancing of $1.5 billion by November 2018 and a cumulative debt refinancing of $2.1 billion by
2020. To repay these debts, Adani must convince investors that Abbot Point will operate at full
capacity into the future. Demonstrating progress on the Carmichael coal mine by attaining financial
investment is critical to this end.
However, private lenders are unwilling to back Adani’s proposed mega-mine. So far, Australia’s
four major banks and 22 other international financial institutions have ruled out funding for the
project. 6 Adani Group chairman, Gautam Adani, has previously underlined the significance of
public funding for the project, stating, “The project will be funded by internal accruals, NAIF and
foreign banks”. 7 Considering the limited private-sector interest in the project, if the Carmichael mine
is to be realised, it will be dependent on massive public handouts.
Were Adani to approach EFIC for financial assistance, there is an extremely diverse range of
financial assistance mechanisms that may be provided. Specifically, EFIC is permitted to provide
insurance and financial services and products consistent with Part 4 of the Export Finance and
Insurance Corporation Act 1991 (Cth). This include, inter alia: 8
•

Export payment insurance contracts;

•

Guarantees and subsidies in relation to loans to Australian suppliers;

•

Guarantees and subsidies in relation to loans to overseas buyers;

•

Guarantees to co-lenders in relation to export transactions, and;

•

Loans to finance eligible export transactions.

For example, EFIC could make Adani’s project more attractive to foreign investors by guaranteeing
loans for the Carmichael mine. Under this scenario, the Commonwealth Government would
encourage funding from the foreign banking system by taking on liability for the financial risk of
Adani’s project. This form of financial support would likely make the project more attractive for
smaller foreign banks who otherwise lack the capability to manage offshore loan exposures of this
size. Were the project to subsequently fail, or deliver a return below expectations, the
Commonwealth Government could potentially find itself in the position of having to use public
money to repay Adani’s debts to a foreign bank.
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The Federal Government has been a vocal advocate of providing public subsidies to Adani. The
company’s strongest political ally, former Minister for Resources and Northern Australia, Matt
Canavan, has repeatedly outlined his support for the project, 9 including describing Westpac Bank
as “wimps” for their decision to rule out funding. 10 Similarly, the Deputy Prime Minister, Barnaby
Joyce, has strongly endorsed the project, stating, “let’s get the thing built and get the money
flowing”. 11
It is widely known that the Northern Australia Infrastructure Facility (NAIF) is considering
providing Adani with a $1 billion concessional loan to construct a rail line between the Carmichael
mine and the Abbot Point Coal Terminal. 12 Scrutiny of NAIF has revealed strong ties between board
members and the fossil fuel industry, conflicts of interests, a lack of transparency and flawed
assessment processes. 13
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Background on EFIC
EFIC is governed by the Export Finance and Insurance Corporation Act 1991 (Cth) and lawful directions
by the relevant minister (the Minister for Trade, Tourism and Investment). 14 The Minister is
permitted to give written directions to EFIC via a SOE if he is satisfied that it is “desirable in the
public interest” that the directions be given. 15
On 13 November 2014, the then Minister for Trade and Investment, Andrew Robb MP, instructed
that EFIC “cease to support onshore resource projects (and related infrastructure)”. 16 Under Minister
Robb’s SOE, EFIC was permitted to “continue to provide support to small and medium-sized
enterprise (SME) suppliers of domestic resource projects (and related infrastructure) where the SME
good or service is integral to the performance of a resource-export project (and related
infrastructure)”. 17
The effect of this SOE was to prevent EFIC from supporting onshore resource projects (and related
infrastructure) for large projects and firms. It also restricted the ability of EFIC to support SMEs
engaged in onshore resource projects. Practically, this SOE made it extremely difficult for EFIC to
support the Carmichael coal mine and rail project.
These restrictions were in response to the Productivity Commission’s report into Australia’s Export
Credit Arrangements, which noted that, “there is no convincing evidence of systemic failures that
impede access to finance for large firms or for resource-related projects in Australia”. 18 The
Productivity Commission specifically recommended that “EFIC should not continue to provide
facilities to large corporate clients or for resource-related projects in Australia”. 19
On 7 September 2017, the Minister for Trade, Tourism and Investment, Steven Ciobo, issued EFIC
with a new SOE. 20 This SOE changed EFIC’s instructions in relation to onshore resource projects.
This report refers to Minister Ciobo’s SOE, which is almost identically reproduced in EFIC’s SOI.
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1. Opening the door to Adani
Minister Ciobo’s SOE removes the prohibition on EFIC providing support for onshore resource
projects for large projects and firms. 21
The SOE introduces a requirement that EFIC only provide support to domestic or overseas resource
projects (and related infrastructure) where the EFIC Board is satisfied that four criteria are met:
1. There is a demonstrated market gap in the availability of finance;
2. The transaction does not come at the expense of SME transactions;
3. The project has significant Australian content through SME supply chain participation; and
4. The project is financially viable. 22
Accordingly, EFIC may now provide support to the Carmichael coal mine and rail project if it deems
that the four criteria are met.

2. Unclear criteria
A critical concern underlying this analysis is the lack of definition applied to key terms in the revised
SOE. The terms ‘market gap’ and ‘financial viability’ are capable of multiple interpretations, yet lack
definition in any of EFIC’s governing instruments, including the SOE. For example, read broadly,
financial viability may simply mean that the project breaks-even, whereas a narrow interpretation
may require a commercially competitive return on investment. The open-textured nature of the SOE
therefore grants EFIC wide discretion to determine whether a project meets the eligibility criteria.
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3. Relationship between EFIC and NAIF
EFIC is prevented from considering “proposals to provide finance to an entity for the construction
of a project where the entity is also the recipient of funding from the Northern Australia
Infrastructure Facility (NAIF) for that project”. 23 Notably, this restriction applies only to entities, not
projects. Accordingly, if a project is constructed by multiple entities, EFIC would only be restrained
from providing finance to those entities that have received NAIF funding.
In the case of the Carmichael coal mine and rail project, it is not yet clear which Adani entity has
applied for concessional financial assistance from NAIF. But given Adani’s complex corporate
structure, 24 there is a strong likelihood that multiple entities will be involved in the project. For
example, Adani Mining Pty Ltd (which owns the rights to the Carmichael coal mine proposal and is
a potential applicant for NAIF finance) is an Australian-based, 100% subsidiary of Adani Enterprises
Ltd, which is listed on the Bombay Stock Exchange. EFIC could therefore provide financial
assistance to Adani Enterprises Ltd, while remaining at-arm’s-length from Adani Mining Pty Ltd.
In the context of the Federal Government’s enthusiastic support for Adani, the existence of this
loophole appears designed specifically to enable a scenario whereby the Adani Group can access
both NAIF and EFIC financial assistance.
Further, EFIC’s restriction only applies where the entity is the recipient of funding from NAIF. The
SOE is silent as to EFIC’s duties where NAIF funding is being considered but has not yet been
received. NAIF does not have a concurrent duty preventing it from providing finance to entities that
have received finance from EFIC. Accordingly, there appears to be no prohibition on EFIC financing
the same entity as NAIF, so long as this assistance is provided before the NAIF Board make a final
investment decision on the Carmichael rail project. Given the delays in reaching a final NAIF
decision, this is a possibility.
Admittedly, NAIF is a “lending gap-financier” 25 and for projects to be eligible for financial assistance
from NAIF the proponent must demonstrate that financial assistance is necessary to enable the
project to proceed. 26 Practically, NAIF will negotiate with other lenders and only participate to the
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extent required to allow a project to proceed. 27 As a result, it is likely that NAIF will be first on board,
in conjunction with other lenders. On one view, the rejection of the Adani proposal by all major
Australian banks leaves a market gap for NAIF (and now EFIC) to fill at the Australian public’s
expense. An alternative view is that the banks are fully informed of the risk, there is no market
failure, and thus no justification for EFIC to provide financial assistance.

Conclusion
Adani’s dire financial situation and failure to secure private-sector finance have turned its eye
towards the availability of public financial assistance. The Federal Government’s reckless
enthusiasm for the project has already facilitated Adani’s consideration for a $1 billion concessional
loan from NAIF. Now, changes to EFIC’s SOE appear specifically designed to benefit Adani by
allowing EFIC to support onshore resource projects and providing very limited restrictions on when
this may occur.
This makes it highly likely that the Australian public will directly subsidise Adani’s mega-mine
twice over; first through NAIF, and second through EFIC. This is in addition to the handouts already
granted by the Queensland State Government such as an unlimited groundwater licence and
reduced royalty deal. 28 It should be unsurprising that polling demonstrates strong disapproval of
government backing for the project; 29 Adani’s project is a classic example of socialised financial risks
and privatised profits.
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