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Executive summary 

Western Power connects more than one million Western Australian homes and businesses to electricity. 

We do this through the vast network of poles, wires, substations and meters that we own and operate, 
which stretches across the south west corner of our state, bringing people the power they need. 

Every five years we undertake whŀǘΩǎ ƪƴƻǿƴ ŀǎ ŀƴ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ǊŜǾƛŜǿΣ ǿƘŜǊŜ ǿŜ ǊŜǾƛǎŜ ǘƘŜ 

services we offer in relation to transmitting and distributing electricity via our network, and update the 

prices we charge for these services. We then submit our plans to the Economic Regulation Authority (ERA), 

who decide how much revenue is required to enable Western Power to operate and invest in the network 
during the next five years. 

¢Ƙƛǎ ŘƻŎǳƳŜƴǘ ǇǊŜǎŜƴǘǎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ proposed access arrangement for the AA4 period.1 This proposal 

ƛǎ ǘƘŜ ŦƻǳǊǘƘ ƛǘŜǊŀǘƛƻƴ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘΣ ŎƻƳƳƻƴƭȅ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǘƘŜ !!п ǇǊƻǇƻǎŀƭΦ 

The proposal outlines our key activities and investments over the AA4 period, and the network prices we 

intend to charge. The proposal also discusses what we have delivered over the previous access 

arrangement period (AA3)2 ŀƴŘ ǘƘŜ ƛƳǇǊƻǾŜƳŜƴǘǎ ǿŜ ƘŀǾŜ ƳŀŘŜ ǘƻ ƘŜƭǇ ƪŜŜǇ ƻǳǊ ŎǳǎǘƻƳŜǊǎΩ ŜƭŜŎǘǊƛŎƛǘȅ 
bills affordable, while maintaining network safety and reliability. 

The AA4 review is an opportunity for Western Power to ensure our customers value our services and that 

the prices we charge for using the network are reasonable. During the course of developing the proposal, 

we have met and talked with customers to test our plans for the AA4 period, and to make sure the 

investments we make reflect what our stakeholders want. Where possible, we have built this customer 

feedback into our proposal, and believe we have developed a suite of access arrangement revisions that 
balances price impact with prudent network management, and that the ERA can reasonably approve. 

Our proposal 

¢ƘŜ ŀƛƳ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ !!п ǇǊƻǇƻǎŀƭ ƛǎ ǎƛƳǇƭŜΥ ǘƻ Ƴŀƛƴǘŀƛƴ ƴŜǘǿƻǊƪ ǎŀŦŜǘȅ ŀƴŘ ǊŜƭƛŀōƛƭƛǘȅΣ ŀƴŘ ǘƻ Řƻ 

ǘƘƛǎ ǿƛǘƘƻǳǘ ƳŀǘŜǊƛŀƭƭȅ ƛƴŎǊŜŀǎƛƴƎ ŎǳǎǘƻƳŜǊǎΩ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭǎΦ ²Ŝ ŀƭǎƻ want to make sure our network can 
continue to meet the changing energy needs of Western Australians. 

This means our investment proposal and revenue requirement for the AA4 period consider how we can 

best provide traditional network services now, and what the services we offer might look like in the future. 

This is particularly important as technology such as battery storage becomes mainstream. 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊŜǾŜƴǳŜ ǊŜǉǳƛǊŜƳŜƴǘ ŦƻǊ ǘƘŜ !!п period is $7,888 million.3 This includes $6,199 million of 

total capital investment and operating expenditure, comprising operating costs that are 24 per cent lower 

than in the AA3 period.4 Our proposal also includes the introduction of new tariffs and technology that will 
give customers greater control over their electricity use. 

                                                                                       

1  ¢ƘŜ !!п ǇŜǊƛƻŘ ŎƻƳƳŜƴŎŜŘ м Wǳƭȅ нлмт ŀƴŘ ŜƴŘǎ ƻƴ ол WǳƴŜ нлннΦ IƻǿŜǾŜǊΣ ǘƘŜ ǊŜǾƛǎŜŘ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ǿƛƭƭ ƴƻǘ ǘŀƪŜ 

ŜŦŦŜŎǘ ǳƴǘƛƭ ǘƘŜ 9w! Ƙŀǎ ŎƻƳǇƭŜǘŜŘ ƛǘǎ !!п ǊŜǾƛŜǿΦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎǳǊǊŜƴǘ ǇǊƛŎŜǎ ŀƴŘ ǎŜǊǾƛŎŜ ƭŜǾŜƭǎ ǿƛƭƭ ŀǇǇƭȅ ǳƴǘƛƭ ǘƘŜ !!п 
ǊŜǾƛŜǿ ǇǊƻŎŜǎǎ ƛǎ ŎƻƳǇƭŜǘŜΣ ŀǘ ǿƘƛŎƘ ǘƛƳŜ ŀƴȅ ŎƘŀƴƎŜǎ ƛƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊŜǾŜƴǳŜ ǊŜǉǳƛǊŜƳŜƴǘ ǿƛƭƭ ōŜ ōŀŎƪπŘŀǘŜŘ ǘƻ м Wǳƭȅ 

нлмтΦ IƻǿŜǾŜǊΣ ŀƴȅ ŀŘƧǳǎǘƳŜƴǘ ǘƻ ǇǊƛŎŜǎ ǿƛƭƭ ōŜ ŦƻǊǿŀǊŘπƭƻƻƪƛƴƎΦ  

2  ¢ƘŜ !!о ǇŜǊƛƻŘ ǿŀǎ м Wǳƭȅ нлмн ǘƻ ол WǳƴŜ нлмтΦ 

3  !ƭƭ ƳƻƴŜǘŀǊȅ ǾŀƭǳŜǎ ƛƴ ǘƘƛǎ ŜȄŜŎǳǘƛǾŜ ǎǳƳƳŀǊȅ ŀǊŜ ƛƴ ǊŜŀƭ ŘƻƭƭŀǊǎ ŀǘ ол WǳƴŜ нлмтΣ ǳƴƭŜǎǎ ƻǘƘŜǊǿƛǎŜ ǎǘŀǘŜŘΦ 

4  ¢ƘŜ ōŀƭŀƴŎŜ ƻŦ ǘƘŜ ϷтΣууу Ƴƛƭƭƛƻƴ ǊŜǾŜƴǳŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ƛƴŎƭǳŘŜǎ ŦƛƴŀƴŎƛƴƎ ŎƻǎǘǎΣ ǘŀȄΣ ǎǳōǎƛŘƛŜǎ ŀƴŘ ŀ ǊŀƴƎŜ ƻŦ ƻǘƘŜǊ ŎƻǎǘǎΦ 
5Ŝǘŀƛƭǎ ƻŦ ǿƘŀǘ ŎƻƳǇǊƛǎŜǎ ǘƘŜ ǊŜǾŜƴǳŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ƛǎ ǇǊƻǾƛŘŜŘ ƛƴ /ƘŀǇǘŜǊ мл ƻŦ ǘƘƛǎ ŘƻŎǳƳŜƴǘΦ 
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aƻǎǘ ƛƳǇƻǊǘŀƴǘƭȅΣ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ !!п ǇǊƻǇƻǎŀƭ ƻƴ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭǎ ƛǎ ƭƻǿΦ ²Ŝ ŜǎǘƛƳŀǘŜ ǘƘŜ 

cost of supplying the average residential customer would only increase by around $7 per year5 as a result of 
the new network prices. This is lower than the current rate of inflation.  

Our plans for the AA4 period are shaped by improvements made over the AA3 period. The AA3 period saw 

Western Power undertake its largest-ever capital program, replacing and/or reinforcing more than 270,000 

wooden power poles and removing all known high risk overhead customer connections and streetlight 

switchwire from the network. We also delivered the Mid-West Energy Project, constructing a 200 km 

transmission line from Pinjar to Eneabba, the largest single capital project in more than 30 years, enabling 

mining customers and wind farms to connect to the network. 

Service performance also improved overall during the AA3 period, with the network now providing 

electricity 99.96 per cent of the time and call centre response times tracking at 91.8 per cent.6 While there 

remain pockets of the network that require further investment, reliability of supply is generally good. 

Further, the business has made improvements to its structure and processes, incurring $1,481 million 

(17 per cent) less expenditure during AA3 than forecast, and reducing forward-looking costs. This means 
Western Power ended the AA3 period with a good foundation for starting the AA4 period. 

! ƪŜȅ ǇŀǊǘ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƛƳǇǊƻǾŜƳŜƴǘ ƛƴ ǊŜŎŜƴǘ ȅŜŀǊǎ has been to listen more to its customers. We 

have taken steps to improve our interaction and communication with customers and all our stakeholders, 

seeking their opinions on our plans and keeping them informed of our activities. For example, to help 

inform the AA4 proposal Western Power conducted a detailed customer engagement program to 

ǳƴŘŜǊǎǘŀƴŘ ŎǳǎǘƻƳŜǊΩ ǾƛŜǿǎ ƻƴ ŎǳǊǊŜƴǘ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ǘƻ ƭŜŀǊƴ ǿƘŀǘ ǘƘŜȅ ŜȄǇŜŎǘ ŦǊƻƳ ǘƘŜƛǊ ŜƭŜŎǘǊƛŎƛǘȅ 

network service provider. These engagements has helped shape our plans. Figure ES.1 provides an 
overview of the customer engagement program. 

Figure ES.1: hǾŜǊǾƛŜǿ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎǳǎǘƻƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǇǊƻƎǊŀƳ 

 

                                                                                       

5  9ǎǘƛƳŀǘŜŘ ŀŘŘƛǘƛƻƴŀƭ Ŏƻǎǘ ƻŦ ǎǳǇǇƭȅƛƴƎ ǘƘŜ ŀǾŜǊŀƎŜ ǊŜǎƛŘŜƴǘƛŀƭ ŎǳǎǘƻƳŜǊ ƛǎ ϷтΦпт ǇŜǊ ȅŜŀǊ ǇŜǊ ŎǳǎǘƻƳŜǊΦ 

6  tŜǊŎŜƴǘŀƎŜ ƻŦ Ŏŀƭƭǎ ŀƴǎǿŜǊŜŘ ǿƛǘƘƛƴ ол ǎŜŎƻƴŘǎΦ 
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The customer engagement program provided valuable insight on a range of themes from affordability to 

network safety. Understandably, our research found that customers are sensitive to price increases. As a 

result, we have been mindful of the impact on electricity prices of all our access arrangement revisions, as 

well as the proposal as a whole. 

However, some of the more revealing insights were that customers are generally satisfied with current 

levels of reliability and do not necessarily want Western Power to target investment on improving overall 

network performance. Another valuable insight was that customers value a safe network but do not want 

Western Power to spend more (or less) to improve safety. They would rather Western Power targets safety 

expenditure in areas that carry the highest safety risk (for example high bushfire risk areas), where 
investment would have the greatest impact.  

Forecast expenditure 

These findings, along with the full suite of customer insights and stakeholder feedback, has influenced 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŜȄǇŜƴŘƛǘǳǊŜ Ǉƭŀƴǎ ŦƻǊ ǘƘŜ !A4 period. We have substantially reduced forecast 

expenditure for AA4, with capital expenditure 8 per cent lower and operating expenditure 24 per cent 
lower than what was incurred during the AA3 period. 

 Our investment during the AA4 period is designed to provide services valued by customers and:  

· maintain the current levels of safety risk 

associated with the network 

· maintain current levels of service 

performance7 

· meet forecast growth and demand 

· satisfy compliance requirements 

· continue to improve the efficiency of 

our operations. 

To achieve these five outcomes, we have 

designed a capital expenditure (capex) program 

that has low impact on prices.  

Figure ES.2 shows the breakdown of how 

forecast capex will be used to achieve the five 

investment outcomes listed above.8 We consider 

this forecast represents a prudent level of 

investment designed to keep the business 

ƻǇŜǊŀǘƛƴƎ ŀǘ ǘƻŘŀȅΩǎ ƭŜǾŜƭ ƻŦ ǇŜǊformance with 

efficient long-term asset management practices 
in place to ensure the network remains relevant.  

                                                                                       

7  ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ǎŜǊǾƛŎŜ ƭŜǾŜƭǎ ŦƻǊ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ŀƴŘ ǘǊŀƴǎƳƛǎǎƛƻƴ ƴŜǘǿƻǊƪǎ όǊŜƭƛŀōƛƭƛǘȅ ƻŦ ǎǳǇǇƭȅ ŀƴŘ ǎŜŎǳǊƛǘȅ ƻŦ ǎǳǇǇƭȅύΣ ŀǎ ǿŜƭƭ 
ŀǎ Ŏŀƭƭ ŎŜƴǘǊŜ ŀƴŘ ǎǘǊŜŜǘƭƛƎƘǘ ǇŜǊŦƻǊƳŀƴŎŜΦ 

8  bƻǘŜ ΨƎƛŦǘŜŘ ŀǎǎŜǘǎΩ ǎƘƻǿƴ ƛƴ ǘƘŜ ŎƘŀǊǘ ƛǎ ƴƻǘ ŀƴ ƛƴǾŜǎǘƳŜƴǘ ƻǳǘŎƻƳŜ ƴƻǊ ŎŀǇŜȄ ǇǊƻǇƻǎŜŘ ōȅ ²ŜǎǘŜǊƴ tƻǿŜǊΣ ǊŀǘƘŜǊ ƛǘ 
ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ǇǊƻǇƻǊǘƛƻƴ ƻŦ ŀǎǎŜǘǎ ǘƘŀǘ ŀǊŜ ŎƻƴǎǘǊǳŎǘŜŘ ōȅ ǘƘƛǊŘ ǇŀǊǘƛŜǎ ŀƴŘ ǘƘŜƴ ƎƛǾŜƴ ǘƻ ²ŜǎǘŜǊƴ tƻǿŜǊ ǘƻ ƻǇŜǊŀǘŜΦ  

Figure ES.2: Forecast capex by investment outcome 
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The AA4 capex program builds on the efficiency and governance improvements made over the past five 

years. WŜ ƘŀǾŜ ŀƭǎƻ ŎƻƴǎƛŘŜǊŜŘ ǘƘŜ ƛƳǇŀŎǘ ƻƴ ŎǳǎǘƻƳŜǊǎΩ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭǎ ŀƴŘ ǘƘŜ ǇǊŜǾŀƛƭƛƴƎ ŜŎƻƴƻƳƛŎ 

conditions when developing the AA4 forecast. As a result, forecast capex is significantly lower 
($400 million)9 than that incurred in the AA3 period. 

As always, safety remains a major part our investment focus. Safety expenditure during the period includes 

replacing more than 2,100 km of the highest risk overhead conductor, and replacing or reinforcing around 

125,000 wooden power poles. Our bushfire management programs will also continue, focusing on 
mitigating safety risks in the areas that need it the most. 

Expenditure in growth-related project remains a large portion of our forecast investment. Even though 

overall peak demand growth has slowed in recent years, parts of the network such as Mandurah and 

.ǳƴōǳǊȅ ŀǊŜ ǎǘƛƭƭ ƎǊƻǿƛƴƎ ƳǳŎƘ ŦŀǎǘŜǊ ǘƘŀƴ ŜƭǎŜǿƘŜǊŜΦ ¢ƘŀǘΩǎ ǿƘȅ ǿŜ ŀǊŜ ŦƻŎǳǎƛƴƎ ƳǳŎƘ ƻŦ ƻǳǊ ƎǊƻǿǘƘ-

related investment on these thriving areas, while augmenting the broader network to ensure the 

1.1 million customers connected to it, and the ~96,000 new customers expected to connect over the next 
five years, have a reliable electricity supply. 

²ŜΩǊŜ ŀƭǎƻ ǇƭŀŎƛƴƎ ƳǳŎƘ ƎǊŜŀǘŜǊ ŦƻŎǳǎ ƻƴ ƛƴǾŜǎǘƳŜƴǘǎ ǘƘŀǘ ǿƛƭƭ ƛƳǇǊƻǾŜ ǘƘŜ ŜŦŦƛŎƛŜƴŎȅ ƻŦ ƻǳǊ ƻǇŜǊŀǘƛƻƴǎΦ 

We propose to upgrade and implement new IT and communications systems that will help us operate and 

manage the network more efficiently. Most of our investment to improve operations is categorised as 

corporate capital expenditure, and includes improvements to our depots, our network security and control 
systems, and the countless other things that support the distribution and transmission networks. 

bŜǿ ǘŜŎƘƴƻƭƻƎȅ ƛǎ ƭƛƪŜƭȅ ǘƻ Ǉƭŀȅ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǊƻƭŜ ƛƴ ǘƘŜ ŦǳǘǳǊŜ ƻŦ ²ŜǎǘŜǊƴ !ǳǎǘǊŀƭƛŀΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ǎȅǎǘŜƳǎ 

over the coming years, ŀƴŘ ǿŜΩǊŜ ƭƻƻƪƛƴƎ ŀǘ Ƙƻǿ ǿŜ Ŏŀƴ ŀŘƻǇǘ ŜƳŜǊƎƛƴƎ ǘŜŎƘƴƻƭƻƎȅ ŦƻǊ ǘƘŜ ōŜƴŜŦƛǘ ƻŦ ƻǳǊ 

customers. At the moment the majority of our expenditure forecast relates to traditional poles and wires 

solutions. However, the emergence of battery storage systems, microgrids and more advanced distributed 

generation systems, means the solutions we actually put in place tomorrow could be quite different to the 

plans we have developed today. Our aim will be to adopt innovation network solutions where there is a 
clear cost saving or benefit to customers. 

During the AA3 period we commenced several trials of emerging technology, ranging from battery storage 

trials in Perenjori to testing a standalone power system in Ravensthorpe. The information resulting from 

these trials is extremely valuable; helping to inform the type of non-network solutions Western Power 

could offer to customers. We plan to continue trialling non-network solutions and technology over the AA4 

period, and where practicable, we will implement new technology in place of traditional solutions where it 

is safe and more efficient to do so. 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŦƻǊŜŎŀǎǘ ƻǇŜǊŀǘƛƴƎ ŜȄǇŜƴŘƛǘǳǊŜ όopex) of $1,805 million is also significantly less 

($584 million) than during the AA3 period (see Figure ES.3)10.  

Actual operating costs for the AA3 period were $2,389 million, which is approximately $112 million less 

than the forecast approved by the ERA in its AA3 decision. This saving is primarily the result of our ongoing 

work to improve efficiency and reduce the cost of doing business. We commenced a program of operating 

cost reviews at the beginning of the AA3 period, looking at our organisational model undergoing an internal 

restructure in 2012 and 2013. This ongoing business review continued, gathering pace in 2014 as economic 

conditions slowed and State Government-led reforms emerged. The review culminated in Western PowerΩs 

                                                                                       

9  Lƴ ǊŜŀƭ ǘŜǊƳǎΣ ŀŘƧǳǎǘƛƴƎ ŦƻǊ ƛƴŦƭŀǘƛƻƴΦ 

10  LƴŎƭǳŘŜǎ ƛƴŘƛǊŜŎǘ Ŏƻǎǘǎ ŀƴŘ ŜǎŎŀƭŀǘƛƻƴǎΣ Ϸ Ƴƛƭƭƛƻƴ ǊŜŀƭ ŀǘ ол WǳƴŜ нлмтΦ 
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Business Transformation Program, which commenced in 2015 and has helped reduce costs to a more 

efficient and long-term sustainable levels. 

¢ƘŜ ōŜƴŜŦƛǘǎ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩs 

lower operating costs are being 

passed on to our customers through 

a ƭƻǿŜǊ ΨōŀǎŜ ȅŜŀǊΩ ƭŜǾŜƭ ƻŦ ƻǇŜȄΦ ¢ƘŜ 

base year level of opex is used to 

ŘŜǘŜǊƳƛƴŜ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŦƻǊŜŎŀǎǘ 

operating costs over the AA4 period. 

This means that if the base year is 

efficient, forward-looking costs will 

be more efficient and network prices 
more affordable. 

We submit actual base year 

(2016/17) costs that are 28 per cent 

lower than the 2016/17 operating 

Ŏƻǎǘǎ ǘƘŀǘ ǿŜǊŜ ŦƻǊŜŎŀǎǘ ƛƴ ǘƘŜ 9w!Ωǎ 

final access arrangement decision at 
the beginning of the AA3 period.  

Our aim is to continue this trend of improvement over the course of the AA4 period, building more efficient 

processes into our business as usual activities. We expect the use of IT systems, data and technology will 
play a significant part in this. 

Service incentive framework 

Western Power has also used customer insights to inform service level targets for the AA4 period. 

Customers have told us they are generally satisfied with the overall service levels but believe a reliable 

source of electricity is essential for all customers, therefore we should focus investment on addressing 

localised reliability issues. They do not necessarily want Western Power to spend more money to improve 
network-wide reliability. 

With this in mind, the service incentive framework 

proposed for the AA4 period is designed to consolidate 

the improvements made over the past five years, and 

maintain overall performance at the levels achieved at 

the end of the AA3 period. Some pockets of the 

network do experience poorer service than others, 

particularly at the edge of the grid, therefore we will 

target investment to improve performance in those 

areas. However, our proposal is that the service 

incentive framework be designed to provide an 

incentive for Western Power to keep overall 
performance at current levels.  

In most cases the targets in the service incentive 

framework for the AA4 period will be set at higher 

standards than during AA3, and will therefore be harder 

to achieve. This is because performance against many of 

Figure ES.3: AA3 historical and AA4 forecast opex 

 

Figure ES.4: Changes to AA4 service incentive 

framework 
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ǘƘŜ ǎŜǊǾƛŎŜ ƳŜŀǎǳǊŜǎ ƛƳǇǊƻǾŜŘ ƻǾŜǊ ǘƘŜ ŎƻǳǊǎŜ ƻŦ ǘƘŜ !!о ǇŜǊƛƻŘΣ ƳŜŀƴƛƴƎ ǘƻŘŀȅΩǎ ǎǘŀƴŘŀǊŘǎ ŀǊŜ ƘƛƎƘŜǊ 

than those set in 2012. 

We propose the size of the rewards available to the business will be smaller during the AA4 period. This, in 

combination with the harder targets, means Western Power has a strong incentive to maintain 

performance at current levels, and not specifically invest to raise performance and receive gains for 

improvements our customers have told us they do not consider necessary. 

Weighted average cost of capital 

The weighted average cost of capital (WACC) is the rate of return on investment a theoretical company 

pays (on average) to all its security holders to finance its assets. The WACC is multiplied by Western 
tƻǿŜǊΩǎ capital base to give a return on assets to be included in the revenue allowance. 

The costs of financing the capital investment program is a major contributor ǘƻ ŀ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎΩ 

revenue requirement. For asset-intensive businesses such as electricity networks, the return on assets is 

often one of the largest, if not the largest, building block used to calculate target revenue. During the AA3 

period, return on assets accounted for 21 per cent ($1,380 million real as at June 2012) ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 
revenue.  

¢ƘŜ ²!// ǿƛƭƭ ŀƎŀƛƴ ōŜ ƻƴŜ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƭŀǊƎŜǎǘ ǊŜǾŜƴǳŜ ōǳƛƭŘƛƴg blocks during the AA4 period. 

However, when developing the various financial parameters that comprise the WACC, we have been 

mindful of the impact of our revenue requirement on customers.  

hǳǊ ²!// ŜǎǘƛƳŀǘŜ ǎǘǊƛƪŜǎ ŀ ōŀƭŀƴŎŜ ōŜǘǿŜŜƴ ǊŜŎƻǾŜǊƛƴƎ ǘƘŜ ōǳǎƛƴŜǎǎΩ ŦƛƴŀƴŎƛƴƎ Ŏƻǎǘǎ ŀƴŘ ƳŀƴŀƎƛƴƎ ǘƘŜ 

ƛƳǇŀŎǘ ƻƴ ŎǳǎǘƻƳŜǊǎΩ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭǎΦ For example, though adopting a full trailing average cost of debt 

ǿƻǳƭŘ ōŜǘǘŜǊ ǊŜŦƭŜŎǘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŘŜōǘ ǇƻǊǘŦƻƭƛƻΣ ƛǘ ǿƻǳƭŘ ƳŀǘŜǊƛŀƭƭȅ ƛƴŎǊŜŀǎŜ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊŜǾŜƴǳŜ 

requirement, which would flow through to higher electricity prices. We have therefore adopted a hybrid 

trailing average, which softens the price impact on customers.   

In addition to considering the impact on electricity bills, we are also mindful that WACC has historically 

been one of the most contentious areas of an access arrangement proposal, and has been the subject of 

many legal and limited merits reviews since 2012. We are therefore proposing a pragmatic and reasoned 
approach to estimating the WACC that the ERA can approve. 

Our WACC estimating approach is based on that used by the ERA in its 2016 decision on the access 

arrangement for the Dampier to Bunbury Natural Gas Pipeline11 (DBNGP). Our estimate adopts broadly the 

same method for determining the cost of equity and debt that the ERA applied to the DBNGP, updating 

individual debt and equity parameters to reflect contemporary data. We will, however, continue to monitor 

ongoing limited merits and judicial reviews, and modify our proposal to reflect appeal outcomes where 
appropriate. 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŜǎǘƛƳŀǘŜŘ ²!// ƛǎ сΦлф ǇŜǊ ŎŜƴǘΣ Ŏƻmprising a nominal post tax cost of equity of 7.24 per 
cent and a nominal cost of debt of 5.32 per cent.  

                                                                                       

11 !ǇǇŜƴŘƛȄ п wŀǘŜ ƻŦ wŜǘǳǊƴΣ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ 5ŀƳǇƛŜǊ ǘƻ .ǳƴōǳǊȅ 

bŀǘǳǊŀƭ Dŀǎ tƛǇŜƭƛƴŜ нлмс π нлнлΣ 9w!Σ ол WǳƴŜ нлмсΦ 
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Time of use tariffs 

During the AA4 period Western Power is 

reviewing the way it charges customers. One 

ƻŦ ǘƘŜ ǘƘƛƴƎǎ ǿŜΩǊŜ ƭƻƻƪƛƴƎ ŀǘ ƛǎ ƻŦŦŜǊƛƴƎ 

residential and small business customers the 
option of time of use network tariffs.  

A time of use network tariff is where 

customers pay a different price for using 

electricity at different times of the day. 

Currently, the majority of residential 

customers pay a flat rate no matter what 

time of day or night they use electricity. A 

time of use network tariff would charge a 

higher rate at peak times (typically late 

afternoon and early evening on weekdays) 

and a lower rate at all other times. 

The purpose of a time of use tariff is to 

encourage customers to spread their 

electricity use over the course of the day. At the moment, residential customers tend to use the most 

amount of electricity between 3:00 PM and 9:00 PM on a weekday, with usage peaking on the hottest 

summer days. We call this the network peak.  

To make sure the network cŀƴ ŎƻǇŜ ǿƛǘƘ ǘƘŜ ǇŜŀƪ όŀƴŘ ǎƻ ŎǳǎǘƻƳŜǊǎ ŘƻƴΩǘ ƭƻǎŜ ǇƻǿŜǊ), Western Power 

needs to reinforce and increase the capacity of the network. With a new substation costing around 
$45 million12, investment in increasing network capacity can be very expensive.  

Time of use tariffs are a potential alternative to the costly option of increasing network capacity. By 

encouraging customers to use electricity outside of peak times, the tariffs can help reduce the need for 

network capacity expansion, which saves customers money over the long term. Time of use tariffs can also 

help customers save money directly, as it provides greater opportunity to control costs by making just a few 

moderate changes to when and how they use electricity. 

Feedback from customers on time of use tariffs has been positive. Customer forums and surveys conducted 

during 2016 show customers are generally willing to change their electricity usage behaviours upon 

understanding the impact of peak demand. There is also appetite for time of use tariffs, particularly among 
younger customers. 

Western Power proposes to work with Synergy (and other residential retailers in the future13) to help 

ensure network and retail tariffs are aligned, and customers are fully informed of the benefits of moving to 

time of use tariffs. 

                                                                                       

12  .ŀǎŜŘ ƻƴ ŜǎǘƛƳŀǘŜŘ Ŏƻǎǘ ƻŦ ǊŜǇƭŀŎƛƴƎ ǘƘŜ aŀƴŘǳǊŀƘ ǎǳōǎǘŀǘƛƻƴΦ 

13  {ȅƴŜǊƎȅ ƛǎ ŎǳǊǊŜƴǘƭȅ ǘƘŜ ǇǊƛƴŎƛǇŀƭ ǊŜǘŀƛƭŜǊ ŦƻǊ ǊŜǎƛŘŜƴǘƛŀƭ ŎǳǎǘƻƳŜǊǎΦ {ƘƻǳƭŘ ǘƘŜ ǊŜǘŀƛƭ ƳŀǊƪŜǘ ōŜŎƻƳŜ Ŧǳƭƭȅ ŎƻƴǘŜǎǘŀōƭŜΣ 

²ŜǎǘŜǊƴ tƻǿŜǊ ƛǎ ŎƻƳƳƛǘǘŜŘ ǘƻ ǿƻǊƪƛƴƎ Ŝǉǳƛǘŀōƭȅ ǿƛǘƘ ŀƭƭ ǊŜǘŀƛƭŜǊǎ ǘƘŀǘ ŜƴǘŜǊ ǘƘŜ ²! ƳŀǊƪŜǘΦ 

Figure ES.5: Time of use tariff structure 
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Advanced metering infrastructure 

During the AA4 period, we are proposing to increase the prevalence of advanced metering infrastructure 

across the network. Advanced meters are electronic meters that provide a multitude of connection point 

interval datasets and real-time alarms to Western Power, which can be used to deliver a range of customer, 
network service and market benefits.  

Having remote visibility of data and alarms at the connection point means Western Power can reduce 

network and metering costs over time. At the most basic level, advanced metering infrastructure reduces 

the cost of meter reading, and other metering services such as re-energisation, as these functions can be 

conducted remotely, at lower cost and in a timelier manner.  

The greatest benefits result from use of the data advanced metering can provide, a particularly data on 

asset condition and performance. For example, advanced metering infrastructure allows us to monitor the 

condition and performance of customer service connections, and identify the most prudent and efficient 

time to replace and/or repair these assets. This valuable asset data allows us to forecast works much more 

accurately, potentially saving millions of dollars each year, whilst continuing to minimise safety risks. 

Advanced metering infrastructure also enables time of use tariffs to be implemented, which as described 

above, can help manage the network peak and reduce the need for costly network capacity investment. All 

these benefits help manage the cost of operating and investing in the network, which translates into lower 

network tariffs and more affordable electricity bills for customers. 

Western Power is not proposing a widespread roll-out of advanced meters. We consider it more prudent to 

introduce advanced metering infrastructure as part of the standard meter replacement program. During 

the AA4 period we will install around 355,000 advanced meters, as the default replacement for meters that 

are forecast for replacement over the next five years as well as new connections to the network and 

retailer requested replacements (e.g. where a customer installs a solar PV system and requires a bi-

directional service). Customers whose meters are not scheduled for replacement during the AA4 period will 
have the option to request an advanced meter if they wish, with a fee applicable.14 

What our AA4 proposal will cost 

The AA4 proposal results in target revenue of $7,888 million. Though this is a 7 per cent revenue increase in 
real terms, the impact on prices is low.  

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ Ŏƻǎǘǎ ŀŎŎƻǳƴǘ ŦƻǊ ŀǇǇǊƻȄƛƳŀǘŜƭȅ ƻƴŜ ǘƘƛǊŘ ƻŦ ǘƘŜ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭ ǇŀƛŘ ōȅ ŎǳǎǘƻƳŜǊǎΦ Based 

on an average residential customersΩ ŀƴƴǳŀƭ ǳǎŀƎŜ όŎǳǊǊŜƴǘƭȅ ŀǊƻǳƴŘ рΣнлл kWh of electricity per year) the 

network component of the average residential electricity bill will increase by approximately $37 over the 

five years of the AA4 period. 

                                                                                       

14  ²ŜǎǘŜǊƴ tƻǿŜǊ ƛǎ ŀƭǎƻ ǇǊƻǇƻǎƛƴƎ ǳǇŘŀǘŜǎ ǘƻ ǘƘŜ aŜǘŜǊƛƴƎ aƻŘŜƭ {ŜǊǾƛŎŜ [ŜǾŜƭ !ƎǊŜŜƳŜƴǘΣ ǿƘƛŎƘ ŘŜŦƛƴŜǎ ŎƘŀǊƎŜǎ ǘƻ /ƻŘŜ 

tŀǊǘƛŎƛǇŀƴǘǎ ŦƻǊ ƳŜǘŜǊƛƴƎ ǎŜǊǾƛŎŜǎΣ ƛƴŎƭǳŘƛƴƎ ƳŜǘŜǊ ŜȄŎƘŀƴƎŜǎΦ  
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Figure ES.6: Estimated impact of revised network charges on the average residential electricity bill 

 

Error! Reference source not found. shows the estimated movements in electricity bills over the AA4 period 

ƛŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ !!п ǇǊƻǇƻǎŀƭ ƛǎ ŀǇǇǊƻǾŜŘ ŀƴŘ ƛƳǇƭŜƳŜƴǘŜŘ ƛƴ ŦǳƭƭΦ bƻǘŜ ǘƘŜǎŜ ŦƛƎǳǊŜǎ ŀǊŜ ōŀǎŜŘ ƻƴ 

average annual usage in each customer class, and relate to the network tariff only. Western Power has no 

control over the electricity generation costs or how much of any cost savings or increases are passed on to 
the customer by electricity retailers. 

Table ES.1: Estimated annual change in average electricity bills resulting from AA4 proposal, nominal per 

cent per annum 

Customer type 2017/18 2018/19 2019/20 2020/21 2021/22 CAGR 

Residential 0.0% 2.5% 2.0% 1.4% 1.6% 0.9% 

Small business 0.0% 4.0% 3. 3% 2.7% 2.9% 2.3% 

All distribution customers 0.0% 19% 1.0% 0.5% 0.8% 0.3% 

All transmission customers 0.0% 9.8% 9.8% 9.2% 8.8% 7.4% 

All customers 0.0% 3.0% 2.4% 1.9% 2.1% 1.3% 

The estimated impact on residential bills is around +0.9 per cent per year, which is lower than the current 

inflation rate. This equates to an increase of $7.47 per year over the AA4 period.  

The increase for transmission customers is larger, however, it follows annual average decreases of around 

7 per cent (nominal) in transmission network tariffs over the past five years. We are mindful of the impact 

on transmission customers (typically large business and major industrial customers) and have proposed a 
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solution that keeps the transmission price increase below 10 per cent (nominal) per year. Our transmission 

pricing solution involves deferring collection of more than $230 million of transmission revenue for 

collection in future access arrangement periods, and bringing forward collection of distribution revenue. 

This treatment of deferred revenue helps manage the potential for price shock to transmission customers, 

which otherwise could be as high as 18 per cent per year if we recover forecast transmission revenue in full. 

This complex issue and transmission pricing proposal is discussed in detail in Chapter 11 and in the 
transmission pricing document provided in Attachment 10.8. 

Why our proposal is efficient 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀƛƳ ƛǎ ǘƻ achieve an access arrangement that 

is balanced, reasonable and equitable. We are aware of the 

slower economic conditions in Western Australia compared to 

the past highs of the mining boom, and we understand how 

price increases can affect customers. We have taken steps to 

lessen the impact of our activities during the AA4 period, 

particularly on residential customers who we know are feeling 

the economic impact more than most.  

²ŜΩǊŜ ŘƻƛƴƎ ǘƘƛǎ ōȅ ƳŀƪƛƴƎ ǎǳǊŜ ƻǳǊ ƛƴǾŜǎǘƳŜƴǘ ƛǎ ǇǊǳŘŜƴǘ ŀƴŘ 

our costs are efficient. A ƪŜȅ ǇŀǊǘ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 

corporate strategy in recent years has been to become more 

customer focused, and the customer engagement program we 

undertook to help inform our plans is one example of that. One 

of the most important improvements at Western Power in 

recent times was the whole of business review undertaken in 

light of customer expectations and the changing economic 

environment. 

¢ƘŜ .ǳǎƛƴŜǎǎ ¢ǊŀƴǎŦƻǊƳŀǘƛƻƴ tǊƻƎǊŀƳ ƛǎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 

response to the changes that occurred in the energy market 

over the AA3 period. At the beginning of the AA3 period 

(2012/13) substantial energy demand growth was forecast, and 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƻǇŜǊŀǘƛƴƎ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ ǇǊƻƎǊŀƳ ǿŀǎ ŘŜǎƛƎƴŜŘ ǘƻ ǎǳǇǇƻǊǘ ŀ ƴŜǘǿƻǊƪ ǇǊƻǾƛŘƛƴƎ ŜƴŜǊƎȅ 
to a growing customer base.  

Over the course ƻŦ ǘƘŜ ǇŜǊƛƻŘΣ ŀ ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ŦŀŎǘƻǊǎ ƛƴŎƭǳŘƛƴƎ ²!Ωǎ ŜŎƻƴƻƳƛŎ ǎƭƻǿŘƻǿƴΣ ǘƘŜ ƛƳǇŀŎǘ ƻŦ 

new technologies, and changing customer behaviour, meant forecast growth did not materialise. In 
ŀŘŘƛǘƛƻƴΣ ǘƘŜ {ǘŀǘŜ DƻǾŜǊƴƳŜƴǘΩǎ 9ƭŜŎǘǊƛŎƛǘȅ aŀǊƪŜǘ wŜǾƛŜǿ ǇǊƻǾƛŘŜŘ ŀ catalyst for organisational change. 

Rather than assume the expenditure program developed as part of the AA3 process would remain the 

optimal approach for the period, Western Power commenced a comprehensive review of its operating 

costs and investment activities. 

The Business Transformation Program has delivered $330 million of recurrent cost savings to date.15 

LƳǇǊƻǾŜƳŜƴǘǎ ǘƻ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀǎǎŜǘ ǎǘǊŀǘŜƎƛŜǎΣ ǇǊƻŎǳǊŜƳŜƴǘ ǇǊƻŎŜǎǎŜǎΣ ŀƴŘ ǿƻǊƪ ǇǊŀŎǘƛŎŜǎ ƳŜŀƴ ǿŜ 

have rationalised our operating costs to a point where we expect to be able to maintain current service 

levels in a more cost effective way. The impact of our focus on reducing operating costs can be seen if we 

                                                                                       

15  ол WǳƴŜ нлмтΦ ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ōƻǘƘ ŎŀǇŜȄ ŀƴŘ ƻǇŜȄΦ 

Figure ES.7: Factors driving Western 

tƻǿŜǊΩǎ ŜŦŦƛŎƛŜƴŎȅ 
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compare the actual base year opex for 2016/17 with the 2016/17 base year forecast that was approved in 

the AA3 final decision in 2012. 

  

Our base year costs have reduced by more than $120 million (28 per cent). This means we begin the AA4 

period with a significantly more efficient level of opex than previously forecast, highlighting the 
improvements made over the course of the AA3 period. 

The Business Transformation Program will continue into 2018, and we expect to achieve further efficiencies 

over the course of the AA4 period. Many of these efficiencies will be driven by investment in new 

technology, systems, and ongoing changes to our internal processes and asset management approach. This 

continued focus on efficiency improvement is what is helping drive our lower opex and capex programs 

ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎΦ !ǎ ŀ ǊŜǎǳƭǘΣ ŎǳǎǘƻƳŜǊǎ Ŏŀƴ ōŜ ŎƻƴŦƛŘŜƴǘ ǘƘŀǘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ !!п ǇǊƻǇƻǎŀƭ ƛǎ 

efficient. 

Summary of AA4 target revenue 

Western Power will recover $7,888 million of revenue via reference tariffs during the AA4 period. This is 
$510 million (6.9 per cent) more than tariff revenue recovered during the AA3 period. 

Table ES.2: AA4 target revenue, $ million real at 30 June 2017 

Target revenue AA4 period (proposed) 

Transmission tariff revenue 1,687.4 

Distribution tariff revenue 6,200.3 

Total 7,887.7 

Figure ES.8: Efficient base year compared to AA3 further final decision, $ million real at 30 June 

2017 
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Figure ES.9: Comparison of target revenue for the AA3 and AA4 periods, $ million real at 30 June 2017 
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1. About this submission 

1. This chapter outlines the structure of this submission document, its relationship to the Western Power 

access arrangement ŦƻǊ ǘƘŜ ǊŜƎǳƭŀǘŜŘ ƻǊ ΨŎƻǾŜǊŜŘΩ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪ, and how the proposed 

revisions to the access arrangement for the fourth access arrangement period (referred to as the AA4 
proposal) were developed. The chapter provides: 

· an overview of the key Electricity Networks Access Code 2004 (Access Code) provisions relevant to 

producing access arrangement information (AAI) 

· a summary of the approach Western Power adopted, and its key considerations when developing 

this initial proposal 

· a revisions submission date and targeted revisions commencement date for the following access 

arrangement period (AA5) 

· a summary of the document structure and the information contained in each section. 

2. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ access arrangement defines the prices, terms and conditions for accessing the Western 

Power Network and is subject to periodic review by the Economic Regulation Authority (ERA). 

1.1 Access Code provisions 

3. In accordance with section 4.48 of the Access Code, this document comprises the AAI for consideration by 

the ERA. The AAI is the supporting information required by the ERA to assist in understanding Western 

tƻǿŜǊΩǎ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ŀƴŘ ǘŀǊƎŜǘ ǊŜǾŜƴǳŜ ǇǊƻǇƻǎŀƭΣ ŀƴŘ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ŀǎǎǳƳǇǘƛƻƴǎ ƻŦ ǘƘŀǘ 

proposal.  

4. As required by section 4.2 and 4.3 of the Access Code, the AAI has been written to enable the ERA, Western 

Power customers and other interested stakeholders to: 

· understand how Western Power derived the elements that make up the proposed access 

arrangement 

· form an opinion on whether the proposed access arrangement complies with the Access Code. 

5. The AAI includes information on the form of price control, pricing methods, total costs, capacity and 

volume assumptions, service standards, incentive mechanisms, and other evidence that demonstrates how 
the AA4 proposal complies with the Access Code. 

1.1.1 Access Code objective 

6. Western Power operates its network in accordance with the Access Code objective, which is:  

to promote the economically efficient: 

a) investment in; and 

b) operation of and use of 

networks and services of networks in Western Australia in order to promote competition in 

markets upstream and downstream of the networks.16 

                                                                                       

16  {ŜŎǘƛƻƴ нΦмΣ 9ƭŜŎǘǊƛŎƛǘȅ bŜǘǿƻǊƪǎ !ŎŎŜǎǎ /ƻŘŜ нллпΦ 
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7. The AA4 proposal is designed to ensure Western Power continues to satisfy the Access Code objective. We 

believe that to do this, Western Power must: 

· ensure prices are kept to the lowest sustainable level for an efficient business 

· ŘŜƭƛǾŜǊ ŀ ƭŜǾŜƭ ƻŦ ǎŜǊǾƛŎŜ ǘƘŀǘ ƳŜŜǘǎ ƻǳǊ ŎǳǎǘƻƳŜǊΩǎ ƴŜŜŘǎ  

· provide services that are safe, reliable and efficient 

· adapt tariffs and services to changing market conditions. 

8. We have provided evidence to demonstrate how our proposal will deliver these outcomes over the AA4 

period and beyond. 

9. While the Access Code objective guides the overall proposal, there are also specific objectives that apply to 

certain elements of the AAI. To assist the reader, we have referenced relevant sections of the Access Code 
throughout this document. 

1.1.2 Preparing a balanced and reasonable proposal 

10. This AA4 proposal covers the fourth access arrangement period17 (referred to as the AA4 period), which as 

proposed in section 1.1.5 below, will apply for the five-year period 1 July 2017 to 30 June 202218. We have 

prepared this AA4 proposal using the best and most reliable information available at the time of 
submission. 

11. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ aim is to submit a balanced and reasonable proposal that satisfies the Access Code 

objective and manages the price impact on customers. The AA4 proposal has been developed to align with 

ƻǳǊ ŎǳǎǘƻƳŜǊǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ƻƴƎƻƛƴƎ ŜƴŜǊƎȅ ƳŀǊƪŜǘ ǊŜŦƻǊƳΦ !ǎ ǎǳŎƘΣ ǘƘŜ ŎƘanges to the access 

arrangement are pragmatic, forward-looking and underpinned by a recent program of efficiency 

improvement at Western Power. Most significantly, our proposal results in a small increase in average 
network tariffs. 

12. We expect the ERA to make a final decision (further final decision) on the AA4 proposal by mid-2018. We 

appreciate it will be almost a year into the AA4 period by the time the revised access arrangement is in 

place. Therefore in accordance with section 4.6 of the Access Code, the prices, terms and conditions 

(including service standards) defined by the current access arrangement will continue until the ERA makes 
its final decision and the revised access arrangement has commenced. 

1.1.2.1 A proposal informed by customer engagement 

13. To ensure the revised access arrangement continues to meet the Access Code objective, it is paramount the 

services we provide, and what we spend to provide those services, reflects what our customers need, want 

and are willing to pay. It is for this reason that the AA4 proposal has been informed by a detailed customer 
engagement program. 

                                                                                       

17  ¢ƘŜ ŦƛǊǎǘ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ŎƻƳƳŜƴŎŜŘ ƛƴ нллсΣ ŦƻƭƭƻǿƛƴƎ ǘƘŜ ŘƛǎŀƎƎǊŜƎŀǘƛƻƴ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊ /ƻǊǇƻǊŀǘƛƻƴΦ ¢ƘŜ !!п 

ǇŜǊƛƻŘ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ŦƻǳǊǘƘ ƛǘŜǊŀǘƛƻƴ ƻŦ ǘƘŜ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘΦ 

18  ¢ƘŜ !!п ǇŜǊƛƻŘ ŎƻƳƳŜƴŎŜŘ м Wǳƭȅ нлмт ŀƴŘ ŜƴŘǎ ƻƴ ол WǳƴŜ нлннΦ IƻǿŜǾŜǊΣ ǘƘŜ ǊŜǾƛǎŜŘ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ǿƛƭƭ ƴƻǘ ǘŀƪŜ 
ŜŦŦŜŎǘ ǳƴǘƛƭ ǘƘŜ 9w! Ƙŀǎ ŎƻƳǇƭŜǘŜŘ ƛǘǎ !!п ǊŜǾƛŜǿΦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎǳǊǊŜƴǘ ǇǊƛŎŜǎ ŀƴŘ ǎŜǊǾƛŎŜ ƭŜǾŜƭǎ ǿƛƭƭ ŀǇǇƭȅ ǳƴǘƛƭ ǘƘŜ !!п 

ǊŜǾƛŜǿ ǇǊƻŎŜǎǎ ƛǎ ŎƻƳǇƭŜǘŜΣ ŀǘ ǿƘƛŎƘ ǘƛƳŜ ŀƴȅ ŎƘŀƴƎŜǎ ƛƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊŜǾŜƴǳŜ ǊŜǉǳƛǊŜƳŜƴǘ ǿƛƭƭ ōŜ ōŀŎƪ ŘŀǘŜŘ ǘƻ м Wǳƭȅ 

нлмтΦ IƻǿŜǾŜǊΣ ŀƴȅ ŀŘƧǳǎǘƳŜƴǘ ǘƻ ǇǊƛŎŜǎ ǿƛƭƭ ōŜ ŦƻǊǿŀǊŘπƭƻƻƪƛƴƎΦ 



 

EDM#43728581 

Page 4 

14. Between 2015 and 2017 we conducted a series of customer and stakeholder workshops, which provided 

valuable context for our AA4 proposal. Detailed information on the customer engagement program is 
provided in Chapter 4. Figure 1.1 summarises our engagement approach. 

Figure 1.1: Customer engagement program overview 

 

15. Insights from the customer engagement program have shaped our thinking on the services we will provide 

and the technology we will invest in over the AA4 periodΦ CƻǊ ŜȄŀƳǇƭŜΣ ŎǳǎǘƻƳŜǊǎ ƘŀǾŜ ǘƻƭŘ ǳǎ ǘƘŜȅ ŘƻƴΩǘ 

necessarily want us to improve overall levels of reliability, but they are happy for us to target expenditure 

on pockets of the network where reliability is lower than average ς so all customers receive a reliable 
source of electricity. 

16. Customers have also told us that they would consider new network tariff structures, such as time of use 

tariffs, if more information is provided about how they work and how customers would benefit. They also 

expect Western Power to invest in new technologies that are effective alternatives to traditional network 
solutions. 

17. We also engaged with electricity retailers and generators via a series of forums held during 2017. 

Generators and retailers provided feedback on the access arrangement and proposed new tariff structures, 
which we have taken into account when preparing our AA4 proposal. 

18. Commentary on how customer feedback has influenced our expenditure is provided throughout the 

operating and capital expenditure proposals outlined in this document. 

1.1.2.2 A proposal founded on efficiency improvements 

19. Over the course of the AA3 period (1 July 2012 to 30 June 2017), we have sought process and productivity 

improvements that achieve genuine efficiencies, without compromising the quality of service to customers. 

As a result, our actual operating and capital costs during the period are substantially lower than the AA3 
period forecast. 

20. In 2011/12 Western Power developed an expenditure forecast for the AA3 period. That forecast was based 

on the best information available and market conditions of the time, and was subject to a lengthy review 



 

EDM#43728581 

Page 5 

process with the ERA and stakeholders. The expenditure forecast was approved by the ERA in 

November 2012. 

21. Western Power commenced the expenditure program for the AA3 period in 2012, and began delivering the 

works program as planned. As part of its annual business planning process, Western Power conducts a 

review of forecast expenditure. The purpose of the expenditure review is to test whether proposed 
investment plans remain prudent. 

22. Rather than assume the capital and operating expenditure forecasts approved at the beginning of an access 

arrangement period remain the optimal expenditure profile for the full five years, we look at changes in the 

energy sector, emerging technology, ŀƴŘ ƻǳǊ ŎǳǎǘƻƳŜǊǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎΣ ŀƴŘ ŀŘƧǳǎǘ ƻǳǊ ƛƴǾŜǎǘƳŜƴǘ Ǉƭŀƴǎ 

accordingly. Early in the AA3 period it became clear that forecast growth in electricity consumption was not 

materialising. The WA economy had slowed and energy reforms were being proposed by the State 

Government. In addition, a parliamentary inquiry in to the management of wooden power poles imposed 

new requirements on the business, placing greater emphasis on high volume asset reinforcement and 
renewal. 

23. Western Power responded by re-thinking its plans for the AA3 period (and beyond), and looking at ways to 

reduce expenditure without compromising safety or quality of service. We also looked at our operations to 

understand where we could become more efficient, and bring the cost of operating and investing in the 

network to a sustainable level within the new circumstances. 

24. Over the past two years, by improving our asset strategies, procurement processes and work practices, we 

have rationalised our operating costs. As such, we expect to be able to maintain current service levels 
throughout the AA4 period via a more efficient level of expenditure.  

25. Better asset information and refined assumptions on the timing of some of our asset replacement 

programs also means we reduced our capital expenditure during the AA3 period. As such, Western Power 

enters the AA4 period with an investment program that better reflects the energy requirements and 

customer expectations of today. 

26. As a result, we submit an expenditure forecast in this AA4 proposal that is credible, represents the lowest 

sustainable (long-term efficient) cost, and can be approved by the ERA. Information on our efficiency 
improvements is provided in Chapters 3, 7 and 8. 

1.1.2.3 A proposal subjected to rigorous challenge 

27. The information, estimates, and forecasts used in this AA4 proposal have been subject to a rigorous 

ǾŜǊƛŦƛŎŀǘƛƻƴ ǇǊƻŎŜǎǎ ŀƴŘ ΨǘƻǇ-ŘƻǿƴΩ ŎƘŀƭƭŜƴƎŜΦ CƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊŜŎŀǎǘǎ ƛƴ ǘƘƛǎ ǇǊƻǇƻǎŀƭ ǿŜǊŜ 

drawn from WeǎǘŜǊƴ tƻǿŜǊΩǎ ŀƴƴǳŀƭ ōǳǎƛƴŜǎǎ ǇƭŀƴƴƛƴƎ ǇǊƻŎŜǎǎΣ ǿƘƛŎƘ ƎŜƴŜǊŀǘŜǎ ŀ ǊƻƭƭƛƴƎ 10-year business 

plan. Figure 1.2 summarises the standard top-down ς bottom-up ς top-down approach we take to business 
planning and investment governance. 



 

EDM#43728581 

Page 6 

Figure 1.2: Western Power's business planning approach 

 

28. It is important to note that this access arrangement proposal builds on improvements made to business 

ǇǊƻŎŜǎǎŜǎ ƛƴ ǊŜŎŜƴǘ ȅŜŀǊǎΣ ŀƴŘ ŘǊŀǿǎ ƘŜŀǾƛƭȅ ƻƴ ǿƘŀǘ ŀǊŜ ƴƻǿ ΨōǳǎƛƴŜǎǎ-as-ǳǎǳŀƭΩ ƎƻǾŜǊƴŀƴŎŜ ŀŎǘƛǾƛǘƛŜǎΦ ¢ƘŜ 

10-Year Business Plan and its annual development is one example. During the AA3 period we have refined 

our asset management system and have a suite of strategic documents that are used to develop our 

ongoing plans outside of an access arrangement review. The Network Management Plan and Network 

Development Plan (see Attachment 1.1 and 1.2 respectively) are key inputs that are refined and scrutinised 

annually, which means the information in this AA4 proposal has already been subject to considerable 

challenge.  

29. In addition to ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ business-as-usual business planning and governance practices, our AA4 

proposal has been subjected to additional scrutiny. Key features of this include that: 

· forecasts and historical expenditure are based on robust business cases19, which have been 

reviewed for compliance with the Access Code objective and sections 6.52 and 6.40 of the 

Access Code 

· all relevant drivers of a particular forecast have been taken into account, and the underlying data 

used to derive forecasts is provided with this proposal 

· we have used independent expert advice to prepare some of our forecast information.  

1.1.3 Information used in this proposal 

30. The historical information used in this initial proposal is the most recent actual information available at the 
time of developing the submission. 

                                                                                       

19  CƻǊ ǘƘƻǎŜ ǘƘŀǘ ƘŀǾŜ ǊŜŀŎƘŜŘ ǘƘƛǎ Ǉƻƛƴǘ ƛƴ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ƎƻǾŜǊƴŀƴŎŜ ǇǊƻŎŜǎǎΦ 
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31. A summary of the key assumptions used in this AA4 proposal is listed below. 

· operating expenditure base year is set using audited full year 2016/17 actuals 

· ŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊŜŎŀǎǘǎ ƘŀǾŜ ōŜŜƴ ŘŜǾŜƭƻǇŜŘ ǳǎƛƴƎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ нлмс ǇŜŀƪ ŘŜƳŀƴŘΣ 

energy consumption, and customer number forecasts, adjusted for key changes resulting from 

2017 updates 

· AA3 capital and operating expenditure is reported as audited full 2012/13 to 2016/17 actuals 

· expenditure forecasts are prepared in real dollars at 30 June 2017 

· labour input costs are as per the independent expert report, prepared in May 2017 

· material cost escalation are assumed at 0 per cent  

· average labour and embedded contractor component of 40 per cent is based on actual data 

2014/15 to 2016/17 

· network metric forecast assumptions are from 2016/17 to 2021/22, for use in operating 

expenditure output growth calculations  

· shared network and corporate costs are allocated as per the cost and revenue allocation method  

· where the WACC parameters require an averaging period to be used, we have used the 20 days to 

30 June 2017. 

32. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀǳŘƛǘŜŘ ǊŜƎǳƭŀǘƻǊȅ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ are provided in Attachment 1.3.  

1.1.4 Use of real and nominal dollars 

· All forecast and past expenditure values are expressed in real dollars at 30 June 2017 unless 

otherwise stated 

· All revenue amounts are expressed in nominal dollars unless otherwise stated 

· Some tables may not add due to rounding. 

1.1.5 Length of the access arrangement period 

33. Under section 5.31 of the Access Code, the length of the forthcoming access arrangement period is 

established by Western Power proposing a revisions submission date and a targeted revisions 

commencement date for the following regulatory period (AA5). 

34. Western Power proposes the revisions commencement date for the revisions set out in the AA4 proposal 

be 1 July 2018.  

35. Western Power proposes that the AA5 revisions submission date is 1 March 2021 and the access 

arrangement targeted revisions commencement date is 1 July 2022. 

36. This results in a five-year AA4 period from 1 July 2017 to 30 June 2022.  

37. The proposed revisions submission date for AA5 allows 15 months to conduct the access arrangement 

review process for the AA5 period. This should provide sufficient time for the ERA and Western Power to 
complete the review and implement any changes in preparation for the commencement of AA5. 
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1.1.6 Structure of this proposal 

38. The structure and content of this proposal is informed by the 9w!Ωǎ DǳƛŘŜƭƛƴŜǎ ŦƻǊ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ 

Information. Capital and operating expenditure forecasts were developed in accordance with sections 4.41, 

пΦпо ŀƴŘ рΦр ƻŦ ǘƘŜ 9w!Ωǎ ƎǳƛŘŜƭƛƴŜǎΦ 

39. This document (which, along with the attachments and associated expert reports, forms the AAI) should be 
read in conjunction with the proposed access arrangement itself. 

Table 1.1: Structure of this proposal 

Chapter Summary of content 

1. About this submission · An overview of how this access arrangement revisions 

submission was developed, including inputs and assumptions 

used in the various forecasts. This section also defines the 

length of the AA4 period, and the AA5 revisions submission and 

commencement date 

2. About Western Power · An overview of Western Power network characteristics 

3. Changes in the energy 

market 
· A description of changes in the energy market that occurred 

during the AA3 period, and how these changes have informed 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ǊŜǾƛǎƛƻƴǎΦ ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ 

the Electricity Market Review, emerging technology, and 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ōǳǎƛƴŜǎǎ ǘǊŀƴǎŦƻǊƳŀǘƛƻn program 

4. Engagement with 

customers, stakeholders 
and the community 

· A description of the community engagement program Western 

Power undertook between 2015 and 2017, the results of which 

have informed this access arrangement revisions proposal 

5. AA3 Review · ! ŘŜǎŎǊƛǇǘƛƻƴ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎŜǊǾƛŎŜ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ 

expenditure during the AA3 period 

6. Regulation, incentive 

schemes and adjustment 
mechanisms 

· A description of the services Western Power proposes to 

provide during the AA4 period, including the regulatory and 

incentive mechanisms that will apply. These are the gain sharing 

mechanism, service standard adjustment mechanisms, 

investment adjustment mechanisms, and D-Factor. This chapter 

ŀƭǎƻ ƛƴŎƭǳŘŜǎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŜƴŜǊƎȅ ŘŜƳŀƴŘ ŀƴŘ ŎǳǎǘƻƳŜǊ 

number forecasts 

7. Forecast operating 

expenditure 
· ! ŘŜǎŎǊƛǇǘƛƻƴ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ ƻǇŜǊŀǘƛƴƎ 

expenditure for the AA4 period and the methodology used to 

forecast it 

8. Forecast capital 

expenditure 
· ! ŘŜǎŎǊƛǇǘƛƻƴ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ ŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜ 

for the AA4 period and the methodology used to forecast it 
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Chapter Summary of content 

9. Weighted average cost of 

capital 
· ! ŘŜǎŎǊƛǇǘƛƻƴ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŜǎǘƛƳŀǘƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ŦƻǊ 

the regulatory WACC to apply for the AA4 period. The chapter 

ƛƴŎƭǳŘŜǎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ²!// ǇŀǊŀƳŜǘŜǊ ŜǎǘƛƳŀtes and 

evidence to support these 

10. Revenue · A description of the form of regulation that will apply during the 

AA4 period and the revenue building blocks used to determine 

ǘƘŜ !!п ǘŀǊƎŜǘ ǊŜǾŜƴǳŜΦ ¢Ƙƛǎ ŎƘŀǇǘŜǊ ƛƴŎƭǳŘŜǎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 

forecast capital base, equity raising costs, an adjustment for 

performance under AA3 period regulatory incentive 

mechanisms, and working capital 

11. Network pricing · A description of the transmission and distribution network 

tariffs that will apply during the AA4 period, including how these 

tariffs have been determined and the overall tariff path for the 

period 

12. Policies and contracts · A description of any revisions to the policies, contracts and 

reference services associated with the access arrangement. This 

includes the standard access contract, Applications and 

Queueing Policy, Transfer and Relocation Policy, and 

Contributions Policy 

13. Supplementary matters · A list of supplementary matters required by the Access Code, 

and how they relate to Western Power 
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2. About Western Power 

40. This chapter provides an overview of Western Power, its services, and the electricity (transmission and 

distribution) networks it owns and operates, which for the purposes of the access arrangement is known as 
the Western Power Network. 

2.1 What we do 

41. Electricity is fundamental to the way we all live. At home and at work, in schools and hospitals, in cities and 

in the country so much of our lifestyle today and tomorrow depends on a safe and reliable electricity 
supply.  

42. At Western Power, we work hard to make suǊŜ ǇŜƻǇƭŜ Ŏŀƴ ŎƻƴǘƛƴǳŜ ǘƻ ŜƴƧƻȅ ǘƘƛǎ ƭƛŦŜǎǘȅƭŜΦ ²ƘŜǘƘŜǊ ƛǘΩǎ 

powering an electric car, charging your smart phone, running an air-conditioner, or helping to drive the 
economy, our network connects Western Australians to the electricity they need.  

43. Western Power connects more than one million homes and businesses across the south west of Western 

Australia. We own and operate networks that comprise more than 101,000km of powerlines, more than 

816,000 poles, 19,500 substations and 260,000 streetlights, over an area larger than the United Kingdom. 

Our job is to grow, maintain and replace these assets prudently and efficiently. We also own, install and 

read the meters that measure and record how much electricity our customers use, and provide this 

metering data to the market. 

44. We move electricity from place to place ς this is called transmission and distribution. We do not generate 

electricity. We do not sell electricity. hǳǊ ǎŜǊǾƛŎŜǎ ŎƻǾŜǊ ǘƘŜ ΨƳƛŘŘƭŜ ǇŀǊǘΩ ƻŦ ǘƘŜ ŜƭŜŎǘǊƛŎƛǘȅ ǎǳǇǇƭȅ ŎƘŀƛƴ όǎŜŜ 
Figure 2.1). 

45. The electricity created by generators is transported via the Western Power Network to customers. That 

electricity is purchased by electricity retailers from the generators and sold by the retailers to customers. 
The retailers are responsible for administering customer accounts and issuing electricity bills to customers. 

46. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎŜǊǾƛŎŜǎ ŀǊŜ ǇŀƛŘ ŦƻǊ Ǿƛŀ ǘƘŜ ŜƭŜŎǘǊƛŎƛǘȅ ƴŜǘǿƻǊƪ ǘŀǊƛŦŦΣ ǿƘƛŎƘ ŦƻǊƳǎ ǇŀǊǘ ƻŦ ǘƘŜ ƻǾŜǊŀƭƭ ǘŀǊƛŦŦ 

charged by ǊŜǘŀƛƭŜǊǎΦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ Ŏƻǎǘǎ ŀŎŎƻǳƴǘ for around 36 per cent20 of the average residential 

ŎǳǎǘƻƳŜǊΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭΦ 

                                                                                       

20  ос ǇŜǊ ŎŜƴǘ ŜȄŎƭǳŘŜǎ ǘƘŜ ǘŀǊƛŦŦ Ŝǉǳŀƭƛǎŀǘƛƻƴ ŎƻƴǘǊƛōǳǘƛƻƴ ό¢9/ύΣ ǿƘƛŎƘ ƛǎ ŀ Ŏƻǎǘ ŎƻƭƭŜŎǘŜŘ ōȅ ²ŜǎǘŜǊƴ tƻǿŜǊ ŀƴŘ ǘƘŜƴ ǇŀǎǎŜŘ 

ǘƘǊƻǳƎƘ ǘƻ IƻǊƛȊƻƴ tƻǿŜǊΦ ¢ƘŜ ¢9/ ƛǎ ŘŜǎƛƎƴŜŘ ǘƻ ƘŜƭǇ ƪŜŜǇ ǇǊƛŎŜǎ ŦƻǊ ǊŜƎƛƻƴŀƭ ŜƭŜŎǘǊƛŎƛǘȅ ŎǳǎǘƻƳŜǊǎ ƛƴ ƭƛƴŜ ǿƛǘƘ ŎǳǎǘƻƳŜǊǎ 

ǎŜǊǾŜŘ ōȅ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ ŀƴŘ ƛǎ ƳŀƴŘŀǘŜŘ ōȅ {ǘŀǘŜ DƻǾŜǊƴƳŜƴǘΦ 
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Figure 2.1: Western Power's role in the electricity supply chain 

 

47. When customers use or connect to the Western Power Network, they expect the electricity to be there 

when they need it and for it to be delivered safely. They also expect the electricity to be affordable. That is 

why we at Western Power are continually looking for ways of operating our business more efficiently and, 

where appropriate, applying new technology ς to keep our costs low so customers may benefit from lower 
electricity bills from their retailer. 

48. While ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ network is mostly used to transmit electricity generated from traditional central 

energy sources (such as coal or gas power stations), this is changing, with more electricity coming from 

distributed renewable power sources such as wind and solar. The cost of these renewable technologies is 

declining and customers expect to be able to benefit from them, particularly given the emergence of 

battery storage and alternative energy solutions. Part of our role is to make sure we manage our network 
so customers can connect to new technology if they choose to. 

49. Rather than assume conventional network management (i.e. more poles and wires) is always the answer, 

Western Power considers options for non-network solutions, such as managing demand (electricity usage) 

or structuring tariffs in a way that optimises the use of our network. However, where poles and wires are 

the most appropriate solution, we look at the best method and the most prudent time to install or replace 

them. We are always asking ourselves key questions such as: Is it the right cost? Who will benefit? Do the 

ŀǎǎŜǘǎ ƴŜŜŘ ǊŜǇƭŀŎƛƴƎΚ ²ƘŀǘΩǎ ǘƘŜ Ǌƛǎƪ ƻŦ ǘƘƛǎ ǘŜŎƘƴƻƭƻƎȅ ōŜŎƻƳƛƴƎ ƻōǎƻƭŜǘŜΚ 

50. Put simply, we are responsible for ensuring the network we build today meets the energy needs of Western 

Australians tomorrow. 

2.1.1 Our network 

51. The Western Power Network is the largest electricity network in Western Australia. It forms the vast 

majority of the South West Interconnected Network (SWIN), which together with the electricity generators, 

comprises the South West Interconnected System (SWIS). The Western Power Network reaches as far 

north as Kalbarri, east to Kalgoorlie and south to Albany (see Figure 2.2ύΦ Lǘ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ 
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isolated networks, and unlike many other networks in Australia, consists of both a transmission and 

distribution system.  

52. The vast majority of ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 1.1 million customers are located in the Perth metropolitan area, and 

the network manages a load that ranges from 1,200 MW overnight to more than 4,000 MW on the hottest 
summer day.  

53. We build, maintain and operate the network, transporting electricity safely, reliably and efficiently. We also 

invest in innovation. Western Power constantly looks at new and different ways of using the network and 

to understand how new technologies, such as battery storage and electric vehicles, may affect the network 

or provide opportunity to our customers. 

Figure 2.2: What we do and the area covered by the Western Power Network 

 

2.1.2 Our vision 

54. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ vision:  

We deliver on the changing energy needs of Western Australians, powered by community trust 

and the passion of our people. 

55. !ǘ ²ŜǎǘŜǊƴ tƻǿŜǊΣ ǿŜ ǳƴŘŜǊǎǘŀƴŘ ǘƘŜ ŜƴŜǊƎȅ ǎŜŎǘƻǊ ƛǎ ŎƘŀƴƎƛƴƎΦ /ǳǎǘƻƳŜǊǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀǊƻǳƴŘ ǎŜǊǾƛŎŜΣ 

prices and the use of technology are evolving, and will have a huge influence on the way electricity is 
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ŘŜƭƛǾŜǊŜŘ ƛƴ ƻǳǊ ǎǘŀǘŜΦ ²ƘƛƭŜ ŀ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎΩ ǇǊƛƳŀǊȅ ǊƻƭŜ ƛǎ ǘƻ ŎƻƴƴŜŎǘ ǇŜƻǇƭŜ ǿƛǘƘ ŜƭŜŎǘǊƛŎƛǘȅΣ ǿŜ Ŏŀƴ 

no longer take it for granted that the traditional model of moving electricity from large base load power 
stations to a dispersed population will remain the dominant way of supplying electricity. 

56. Breakthroughs in new technology, distributed storage, and standalone power systems over the AA3 period 

indicate that the role of the electricity network may look very ŘƛŦŦŜǊŜƴǘ ƛƴ ǘƘŜ ŦǳǘǳǊŜΦ ¢ƘŀǘΩǎ ǿƘȅ ƻǳǊ ŀƛƳ ƛǎ 

for Western Australians to continue to trust us to meet their changing energy needs, whatever these needs 

may be. 

57. We are therefore framing the future of our business around the following three themes: 

1. maximisŜ ǘƘŜ ǾŀƭǳŜ ƻŦ ǘƻŘŀȅΩǎ ōǳǎƛƴŜǎǎ 

2. enhance the value proposition of our network 

3. reshape our business. 

1. aŀȄƛƳƛǎŜ ǘƘŜ ǾŀƭǳŜ ƻŦ ǘƻŘŀȅΩǎ ōǳǎƛƴŜǎǎ 

58. Our business model over the last 50 years has been centred on building a network to transmit electricity 

that is generated centrally at large power stations, and distribute it to customers across the Western Power 

Network. As technology changes, this traditional network model may not be the most efficient or prudent 

over the long term. We must therefore keep the cost of managing the network efficient and invest 

prudently so the network can complement new non-grid electricity services such as solar and battery 

storage systems. We want to ensure customers continue to see and understand the benefits of remaining 

connected to our network (particularly when large usage appliances such as electric vehicles are drawing 
nearer) by: 

· improving business performance and maintaining reliability 

· improving the customer experience. 

2. Enhancing the value proposition of our business 

59. Western Power must evolve and keep pace with changes to customer preferences and advancements in 

technology to ensure the network remains relevant and efficient well into the future. We want to evolve 

our physical network and take a ƳƻǊŜ ΨƳƻŘǳƭŀǊΩ Ǿiew, where we offer solutions based on the needs and 

economics of a local area. This might include changing the physical footprint of our network and providing 
alternative solutions to customers such as standalone power systems or micro grids. Our aim is to: 

· provide incentive for customers to leverage the grid for their business models 

· understand and shape end user perceptions and behaviour 

· help our customers understand how the grid can benefit them. 

3. Reshape the business 

60. Now more than ever, new technologies are providing energy efficient appliances and new ways for people 

to self-generate and store electricity. This has already had an impact on network electricity volumes, which 

have been declining in recent years. Recognising this, we are looking at ways for Western Power to meet 
the energy needs of our customers today, tomorrow and into the future. Our aim is to: 

· be innovative in the way we operate and manage the business 

· identify ways to leverage our network, workforce and assets to efficiently deliver innovative 

solutions for customers. 
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61. Further information on how the Western Australian energy market is changing, and how it is shaping our 

forward plans, is provided in Chapter 3.  
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3. Changes in the energy market 

62. This chapter provides an overview of recent changes in the Western Australian energy market, and how the 

changes have impacted Western Power and informed this proposal. 

3.1 Technology, customers and reform: an ever-changing environment 

63. !ǳǎǘǊŀƭƛŀΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ǎȅǎǘŜƳǎ ŀǊŜ ŎƘŀƴƎƛƴƎΦ The way electricity is accessed is being transformed as 

customers embrace new technologies, take control of their energy use and move towards a sustainable 

future.  

64. Across the country, mass take-up of rooftop solar generation is allowing customers to change the way they 

use the electricity grid. Industry experts foresee a future where, by the year 2050, customers will generate 

up to 45 per cent of all electricity in Australia21, and advances in energy storage could offer customers an 

economic alternative to network connection. Network businesses across the country must move quickly to 

adapt and evolve. 

65. Western Australia is no exception to this transformationΦ !ƴŀƭȅǎƛǎ ōȅ /{Lwh ǎǳƎƎŜǎǘǎ ²ŜǎǘŜǊƴ !ǳǎǘǊŀƭƛŀΩǎ 

rooftop solar capacity will triple by 2030 with customers adopting around 2,000 MWh of small-scale battery 
storage.22  

66. Distributed generation, coupled with improved energy efficiency, have already made a significant impact on 

electricity usage volumes in the Western Power Network, with 29 per cent23 of the load growth forecast at 

the beginning of the AA3 period failing to materialise and average energy consumption declining. Change is 

already upon us. 

67. The Western Australian economy has also slowed dramatically since 2011. The Reserve Bank of Australia 

has observed that WestŜǊƴ !ǳǎǘǊŀƭƛŀΩǎ ōǳǎƛƴŜǎǎ ŎƻƴŘƛǘƛƻƴǎ ƘŀǾŜ ŘŜŎƭƛƴŜŘ ŦǊƻƳ ŀōƻǾŜ ŀǾŜǊŀƎŜΣ ǿƘŜƴ ƳƛƴƛƴƎ 

investment and commodity prices were on the rise, to well below average of late.24 This economic decline 

has brought pressure on the electricity sector to improve productivity and reduce energy prices. Western 

Power has responded to the change in circumstances during the AA3 period and taken it into account in its 

plans for the AA4 period. The impact of the slowdown in growth and the economy is further discussed in 
section 3.1.1. 

68. Emerging technology is an important consideration in our AA4 proposal. In the future, we expect the 

electricity grid will play a pivotal role in enabling customers to adopt new technologies such as peer to peer 

trading, micro grids, distributed generation and grid scale battery storage systems. This has changed our 

thinking around peak demand and the way customers might use the network in the future. The impact of 
technology is discussed in section 3.1.2.  

69. Changing enerƎȅ ǇƻƭƛŎȅ Ƙŀǎ ŀƭǎƻ ǎƘŀǇŜŘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ !!п ǇǊƻǇƻǎŀƭΦ Lƴ aŀǊŎƘ нлмп, the State 

Government launched the Electricity Market Review (EMR), which sought to reduce the costs of electricity 

                                                                                       

21  tŀƎŜ ƛΣ 9ƭŜŎǘǊƛŎƛǘȅ bŜǘǿƻǊƪ ¢ǊŀƴǎŦƻǊƳŀǘƛƻƴ wƻŀŘƳŀǇΥ Cƛƴŀƭ wŜǇƻǊǘΣ 9ƴŜǊƎȅ bŜǘǿƻǊƪǎ !ǳǎǘǊŀƭƛŀ ϧ /{LwhΣ !ǇǊƛƭ нлмтΦ 

22  aŜŘƛŀ ǊŜƭŜŀǎŜΥ ²ŜǎǘŜǊƴ !ǳǎǘǊŀƭƛŀƴ ǎƻƭŀǊ ǎŜǘ ǘƻ ǘǊƛǇƭŜ ς ōǳǘ ƴŀǘƛƻƴŀƭ Ǉƭŀƴ ƴŜŜŘŜŘΣ 9ƴŜǊƎȅ bŜǘǿƻǊƪǎ !ǳǎǘǊŀƭƛŀΣ ну !ǇǊƛƭ нлмтΦ 

23  {ƻǳǊŎŜ !9ahΥ нф ǇŜǊ ŎŜƴǘ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ǘƘŜ ŦƻǊŜŎŀǎǘ ǇŜŀƪ нлмсκмт ƛƴ ǘƘŜ LahΩǎ όƴƻǿ ǘƘŜ !9ahύ нлмн 

9ƭŜŎǘǊƛŎƛǘȅ {ǘŀǘŜƳŜƴǘ ƻŦ hǇǇƻǊǘǳƴƛǘƛŜǎ όрΣмро a²ύ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ нлмсκмт ǇŜŀƪ ǊŜǇƻǊǘŜŘ ƛƴ ǘƘŜ !9ahΩǎ нлмт 9ƭŜŎǘǊƛŎƛǘȅ 
{ǘŀǘŜƳŜƴǘ ƻŦ hǇǇƻǊǘǳƴƛǘƛŜǎ όоΣстл a²ύΦ 

24  !ǳǎǘǊŀƭƛŀΩǎ 9ŎƻƴƻƳƛŎ ¢Ǌŀƴǎƛǘƛƻƴ ōȅ /ƘǊƛǎǘƻǇƘŜǊ YŜƴǘΣ !ǎǎƛǎǘŀƴǘ DƻǾŜǊƴƻǊ ό9ŎƻƴƻƳƛŎύΣ wŜǎŜǊǾŜ .ŀƴƪ ƻŦ !ǳǎǘǊŀƭƛŀΣ нн bƻǾŜƳōŜǊ 

нлмсΦ 
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production and supply, and facilitate energy market long-term stability and investment in WA. The EMR 

recommended several reforms that significantly impacted ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƻǇŜǊŀǘƛƻƴǎΣ ƛƴŎƭǳŘƛƴƎΥ 

· transition to a fully constrained network model 

· transfer of system management function to the Australian Energy Market Operator (AEMO) 

· a move to the national economic regulatory framework 

· introduction of contestability in retail and metering services 

· removal of barriers to network connection. 

70. While at the time of writing this proposal, ƻƴƭȅ ǘƘŜ ǘǊŀƴǎŦŜǊ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎȅǎǘŜƳ Ƴŀƴagement 

function to the AEMO has been implemented, the EMR has sharpened our focus on what the future may 

hold. We have incorporated some of the efficiencies and improvements identified during the EMR into this 

!!п ǇǊƻǇƻǎŀƭΦ ! ǎǳƳƳŀǊȅ ƻŦ ǘƘŜ 9awΩǎ ƛƳǇŀŎǘ ƻn this proposal is provided in section 3.1.3. 

71.  In light of these challenges, Western Power has reviewed its 

investment plans, challenged its operating costs and has made 

transformational and sustained improvements to the way the 

network is managed. Our Business Transformation Program, which 

commenced in March 2016, has already achieved around $330 million 

in savings.25 The Business Transformation Program is discussed in 
Chapter 5, Chapter 7 and below in section 3.1.4. 

3.1.1 Changes in forecast growth and the Western Australian economy 

72. Two of the most important drivers of Western tƻǿŜǊΩǎ ƻƴƎƻƛƴƎ Ǉƭŀƴǎ ŀƴŘ ƛƴǾŜǎǘƳŜƴǘǎ ŀǊŜ ǘƘŜ ŦƻǊŜŎŀǎǘ 

economic landscape and electricity demand growth. The slowdown in both demand growth and the 

²ŜǎǘŜǊƴ !ǳǎǘǊŀƭƛŀƴ ŜŎƻƴƻƳȅ ƻǾŜǊ ǊŜŎŜƴǘ ȅŜŀǊǎ Ƙŀǎ ƘŀŘ ŀ ŘǊŀƳŀǘƛŎ ƛƳǇŀŎǘ ƻƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀŎǘƛǾƛǘƛŜǎ 
and investment during the AA3 period. 

73. The AA3 period expenditure forecast was developed during 2010/11, when the resources sector was 

ōǳƻȅŀƴǘ ŀƴŘ ŦƻǊŜŎŀǎǘ ŜƴŜǊƎȅ ŘŜƳŀƴŘ ƎǊƻǿǘƘ ǊŜƳŀƛƴŜŘ ǎǘǊƻƴƎΦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŦƻǊŜŎŀǎǘ ƛƴǾŜǎǘƳŜƴǘ 

program for the AA3 period was scrutinised and, based on information available at that time, approved by 

the ERA as prudent and efficient for the coming years.  

74. As the AA3 period progressed, it became clear that the landscape was changing. Forecast growth in 

electricity consumption began to decline. For the first two years of the AA3 period, Western Power 

delivered its forecast expenditure largely as approved in the further final decision of the access 

arrangement for the AA3 period. However, by 2014 the WA economy had begun to slow down, peak 

demand growth flattened and average annual consumption per connection declined (see Table 3.1 

extracted from the 2014 Electricity Statement of Opportunities by the Independent Market Operator 
(IMO)). 

                                                                                       

25  !ǘ ол WǳƴŜ нлмтΦ 
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Table 3.1: Electricity growth data, 2014 Electricity Statement of Opportunities, Independent Market 

Operator 

 

75. There are several causes of the decline in growth, with retail electricity prices and new technology being 

major factors. The IMO commented in its 2014 Electricity Statement of Opportunities that:  

The IMO considers that while recent electricity price increases have contributed to the reduced 

average consumption per connection, a significant portion of the reduction is due to customers 

taking action such as: 

ω LƴǎǘŀƭƭƛƴƎ ŀ ǎƻƭŀǊ t± ǎȅǎǘŜƳΧ 

ω LƴǎǘŀƭƭƛƴƎ ƳƻǊŜ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴǘ ŀǇǇƭƛŀƴŎŜǎΧ 

ω /ƘŀƴƎƛƴƎ ŎƻƴǎǳƳǇǘƛƻƴ ōŜƘŀǾƛƻǳǊΧ26 

76. Put simply, customers have been taking control of their energy costs and using less electricity. As a result, 

Western Power has factored this change in customer behaviour and growth patterns into its investment 
plans.  

77. The completion of several major resources projects also led to changes in prevailing economic conditions in 

WA. As part of its annual business planning process Western Power considered the impact of the changing 

economy on customers, prices and investment. Figure 3.1 shows some of our economic insights from 

2014/15. 

                                                                                       

26  tŀƎŜ нсΣ нлмп 9ƭŜŎǘǊƛŎƛǘȅ {ǘŀǘŜƳŜƴǘ ƻŦ hǇǇƻǊǘǳƴƛǘƛŜǎΣ LahΦ 
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Figure 3.1: ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŜŎƻƴƻƳƛŎ ƛƴǎƛƎƘǘǎΣ нлмр 

 

78. It was apparent the economic assumptions that informed the proposal for the AA3 period in 2011 were no 

longer accurate and that ǎƛƎƴƛŦƛŎŀƴǘ ŎƘŀƴƎŜǎ ǘƻ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŜȄpenditure program were required. 

79. ¢ƘŜ tŀǊƭƛŀƳŜƴǘŀǊȅ LƴǉǳƛǊȅ ƛƴǘƻ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƳŀƴŀƎŜƳŜƴǘ ƻŦ ƛǘǎ ǊǳǊŀƭ ǿƻƻŘŜƴ ǇƻǿŜǊ ǇƻƭŜǎ27, which 

concluded in 2012, also influenced WŜǎǘŜǊƴ tƻǿŜǊΩǎ ŜȄǇŜƴŘƛǘǳǊŜΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ŘǳǊƛƴƎ ǘƘŜ ŦƛǊǎǘ ƘŀƭŦ ƻŦ ǘƘŜ 

AA3 period. Following the Inquiry, Western Power commenced wide scale replacement and reinforcement 

of wooden distribution power poles, predominantly in rural areas. This meant that overall expenditure 

levels remained broadly consistent with the overall forecast for the first two years of the AA3 period, as the 

decrease in growth-related expenditure was offset by higher levels of distribution asset replacement. As 

the rural pole replacement program was completed, expenditure levels in the outer years of the AA3 period 
were significantly below forecast. 

3.1.2 Impact of technology 

80. Rooftop solar generation systems are perhaps the most prominent example of new technologies impacting 

network design, with more than 200,000 installed in the SWIS alone. Energy Networks Australia states in its 
April 2017 Electricity Network Transformation Roadmap that: 

A future where up to 45% of all electricity is generated by customers in 2050 ς at the opposite 

end of the system from its original design ς presents a very significant range of technical, 

economic and regulatory challenges.28 

                                                                                       

27  9ƭŜŎǘǊƛŎƛǘȅ ¢ǊŀƴǎƳƛǎǎƛƻƴ ŀƴŘ 5ƛǎǘǊƛōǳǘƛƻƴ aŀƴŀƎŜƳŜƴǘ ōȅ ²ŜǎǘŜǊƴ ǇƻǿŜǊ ŀƴŘ IƻǊƛȊƻƴ tƻǿŜǊΣ tǳōƭƛŎ !ŘƳƛƴƛǎǘǊŀǘƛƻƴ 

/ƻƳƳƛǘǘŜŜΣ ŎƻƴŎƭǳŘŜŘ ноκмлκнлмнΦ 

28  tŀƎŜ мΣ 9ƭŜŎǘǊƛŎƛǘȅ bŜǘǿƻǊƪ ¢ǊŀƴǎŦƻǊƳŀǘƛƻƴ wƻŀŘƳŀǇΥ Cƛƴŀƭ wŜǇƻǊǘΣ 9ƴŜǊƎȅ bŜǘǿƻǊƪǎ !ǳǎǘǊŀƭƛŀ ϧ /{LwhΣ !ǇǊƛƭ нлмтΦ 
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81. Solar penetration in Western Australia has already significantly impacted network peak demand, with the 

671 MW of installed rooftop solar generating capacity29 estimated to have reduced peak demand in 2017 
by 265 MW or 7.2 per cent.30 

82. Rooftop solar is also pushing the summer peak further into the evening. Peak demand for the 2016/17 

summer was 3,670 MW, observed in the 17:00 to 17:30 trading interval on 1 March 2017. It was the lowest 

summer peak observed in the SWIS since 2009, and the first time since 2007 that peak demand occurred in 

March.31 

83. However, rooftop solar is not the only technology that will shape the electricity network of the future. 

Battery storage (at an individual and grid-scaled level), standalone power systems, electric vehicles and 

micro grids are all emerging technologies that have the potential to significantly impact electricity demand 

and network design. Figure 3.2 summarises some of the technologies currently in operation or under 

development. 

Figure 3.2: Overview of technology in the electricity sector 

 

84. Emerging technology has a significant influence on ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ plans for the AA4 period. The most 

immediate impact is that planned capex on capacity expansion is 72 per cent lower during the AA4 period 

than what was forecast for the AA3 period. This is predominately driven from the level of uptake of 

emerging technology, which has resulted in maximum demand flattening and average consumption per 
customer declining. 

85. A secondary impact is the need to research, monitor and apply new technology. While it is clear Western 

tƻǿŜǊΩǎ ƎǊƻǿǘƘ ŜȄǇŜƴŘƛǘǳǊŜ ǿƛƭƭ ōŜ ƳƻǊŜ ŎƻƴǎŜǊǾŀǘƛǾŜ ŀǎ ǘŜŎƘƴƻƭƻƎȅ ŎƘŀƴƎŜǎ ŎǳǎǘƻƳŜǊǎΩ behaviours, it is 

                                                                                       

29  стм a² ŀǘ CŜōǊǳŀǊȅ нлмтΦ {ƻǳǊŎŜΥ нлмт 9ƭŜŎǘǊƛŎƛǘȅ {ǘŀǘŜƳŜƴǘ ƻŦ hǇǇƻǊǘǳƴƛǘƛŜǎΣ !9ahΣ WǳƴŜ нлмтΦ 

30  нлмт 9ƭŜŎǘǊƛŎƛǘȅ {ǘŀǘŜƳŜƴǘ ƻŦ hǇǇƻǊǘǳƴƛǘƛŜǎΣ !9ahΣ WǳƴŜ нлмтΦ 

31  LōƛŘΦ 
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important that we fully understand how technology will impact network assets and the energy solutions we 

offer in the future. During the AA3 period, Western Power commenced several technology trials, ranging 

from battery storage trials in Perenjori to testing standalone power systems in Ravensthorpe (see Figure 
3.3). 

Figure 3.3: ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎǳǊǊŜƴǘ ƴƻƴ-network solution projects 

 

86. The information resulting from these trials is extremely valuable; helping to inform the type of non-network 

solutions Western Power could offer to our customers. Energy Networks Australia considers that Western 

Australia is set to lead the edge-of grid energy transformation in the coming decade and beyond as more 

customers continue to take up distributed energy resources like solar and batteries.32 Western Power 

concurs with this view, which is why we plan to continue trialling non-network solutions and other 
innovative technology over the AA4 period. 

87. In accordance with section 6.40 and 6.41 of the Access Code, Western Power will investigate emerging 

technology as potential alternative solutions to network augmentation. This is also consistent with 

customer feedback received during our customer engagement program.33 One of the key insights from 
customers engaged during the development of this AA4 proposal was: 

Customers believe Western Power should use emerging technologies to deliver improved 

customer outcomes.34 

88. Subject to section 6.41, we will test whether investments in new technology exceed the amount of non-

capital costs that would be incurred by a service provider efficiently minimising costs. Where a net benefit 

                                                                                       

32  tŀƎŜ мΣ 9ƭŜŎǘǊƛŎƛǘȅ bŜǘǿƻǊƪ ¢ǊŀƴǎŦƻǊƳŀǘƛƻƴ wƻŀŘƳŀǇΥ Cƛƴŀƭ wŜǇƻǊǘΣ 9ƴŜǊƎȅ bŜǘǿƻǊƪǎ !ǳǎǘǊŀƭƛŀ ϧ /{LwhΣ !ǇǊƛƭ нлмтΦ 

33  ¢ƘŜ ŎǳǎǘƻƳŜǊ ŜƴƎŀƎŜƳŜƴǘ ǇǊƻƎǊŀƳ ƛǎ ŘƛǎŎǳǎǎŜŘ ƛƴ /ƘŀǇǘŜǊ п ƻŦ ǘƘƛǎ !!LΦ 

34  /ǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘ ІрΣ ²ŜǎǘŜǊƴ tƻǿŜǊ ŎǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘǎ ŦŜŜŘōŀŎƪ ǊŜǇƻǊǘΣ 5ŜƭƻƛǘǘŜΣ !ǳƎǳǎǘ нлмсΦ 
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to regulated tariff customers can be identified, the efficient and prudent costs associated with emerging 

technology will be recovered from regulated revenue. 

89. The Independent Review into the Future Security of the National Electricity Market (led by !ǳǎǘǊŀƭƛŀΩǎ /ƘƛŜŦ 

Scientist Dr Alan Finkel AO), outlines the importance of encouraging network businesses to pursue non-
network solutions: 

Network businesses should be rewarded for providing the services that consumers want. 

Currently, there are concerns that the regulatory framework favours capital investments, 

resulting in too much expenditure on network assets and too little expenditure on non-network 

alternatives.  

The regulatory framework should encourage network businesses to utilise new technologies 

ǿƘŜǊŜ ǘƘŜȅ ŀǊŜ ŎƘŜŀǇŜǊ ǘƘŀƴ ōǳƛƭŘƛƴƎ ǇƻƭŜǎ ŀƴŘ ǿƛǊŜǎΦ {ǳŎƘ Ψƴƻƴ-ƴŜǘǿƻǊƪΩ ǎƻƭǳǘƛƻƴǎ ŎƻǳƭŘ 

include purchasing services provided by DER [distributed energy resources] or utilising 

individual power systems or microgrids as alternatives to a traditional grid connection.  

The AER is currently developing a demand management incentive scheme to provide an 

additional incentive for demand-side projects, and an innovation allowance for research and 

development into non-network solutions that have the potential to reduce long-term network 

costs. Electricity networks are natural monopolies and are regulated accordingly. Even with 

advances in technology, it is unlikely to be economically efficient for a competitor to duplicate 

the assets needed to provide the service. Economic regulation is important for the uptake of 

demand-side resources because it shapes the incentives and obligations on networks to provide 

services to consumers.35 

3.1.3 The Electricity Market Review 

90. The EMR examined the structure of the electricity generation, wholesale, and retail sectors within the 

SWIS. The review also examined the incentives for industry participants to make efficient investments and 

minimise costs. 

91. During the first phase of the EMR (launched on 6 March 2014), the EMR Steering Committee36 assessed the 

strengths and weaknesses of the WA electricity industry structure, market institutions and regulatory 

arrangements, and examined options for reform. Phase two, which was launched on 24 March 2015, saw 
the design and the implementation plan for electricity market reforms.  

92. Phase two proposed four reform work streams37: 

1. network regulation ς looked at transferring economic regulation of Western Power from the 

Western Australian regime to the National Electricity Law and Rules 

                                                                                       

35  tŀƎŜ мрлΣ LƴŘŜǇŜƴŘŜƴǘ wŜǾƛŜǿ ƛƴǘƻ ǘƘŜ CǳǘǳǊŜ {ŜŎǳǊƛǘȅ ƻŦ ǘƘŜ bŀǘƛƻƴŀƭ 9ƭŜŎǘǊƛŎƛǘȅ aŀǊƪŜǘΣ .ƭǳŜǇǊƛƴǘ ŦƻǊ ǘƘŜ CǳǘǳǊŜΣ 5Ǌ !ƭŀƴ 

CƛƴƪŜƭ !hΣ /ƘƛŜŦ {ŎƛŜƴǘƛǎǘΣ /ƘŀƛǊ ƻŦ ǘƘŜ 9ȄǇŜǊǘ tŀƴŜƭΣ WǳƴŜ нлмтΦ 

36  ! ƭƛǎǘ ƻŦ ŎƻƳƳƛǘǘŜŜ ƳŜƳōŜǊǎ ƛǎ ƻƴ ǘƘŜ 5ŜǇŀǊǘƳŜƴǘ ƻŦ ¢ǊŜŀǎǳǊȅ ǿŜōǎƛǘŜΥ 

ƘǘǘǇǎΥκκǿǿǿΦŦƛƴŀƴŎŜΦǿŀΦƎƻǾΦŀǳκŎƳǎκtǳōƭƛŎψ¦ǘƛƭƛǘƛŜǎψhŦŦƛŎŜκ9ƭŜŎǘǊƛŎƛǘȅψaŀǊƪŜǘψwŜǾƛŜǿκ9ƭŜŎǘǊƛŎƛǘȅψaŀǊƪŜǘψwŜǾƛŜǿψπ

ψtƘŀǎŜψмΦŀǎǇȄ 

37  Cǳƭƭ ŘŜǘŀƛƭǎ ƻŦ ǘƘŜ 9aw Ŏŀƴ ōŜ ŦƻǳƴŘ ƻƴ ǘƘŜ 5ŜǇŀǊǘƳŜƴǘ ƻŦ ¢ǊŜŀǎǳǊȅ ǿŜōǎƛǘŜΥ 

ƘǘǘǇǎΥκκǿǿǿΦŦƛƴŀƴŎŜΦǿŀΦƎƻǾΦŀǳκŎƳǎκtǳōƭƛŎψ¦ǘƛƭƛǘƛŜǎψhŦŦƛŎŜκ9ƭŜŎǘǊƛŎƛǘȅψaŀǊƪŜǘψwŜǾƛŜǿκ9ƭŜŎǘǊƛŎƛǘȅψaŀǊƪŜǘψwŜǾƛŜǿψπ

ψtƘŀǎŜψнΦŀǎǇȄ 
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2. market competition ς looked at removing barriers to entry in the retail and wholesale markets. It 

also involved introducing full retail contestability for residential electricity customers, and 

contestable metering services 

3. institutional arrangements ς included transferring the system management and market 

operation functions from Western Power to the AEMO 

4. Wholesale Electricity Market improvements ς looked at reforming the energy capacity market 

and potentially introducing security-constrained dispatch. 

93. Western Power recognised that elements of all four work streams would significantly impact operations for 

the AA4 period. Therefore, in agreement with the State Government, we commenced making structural 

and process changes to accommodate the proposed reforms. Of the proposed reforms that directly 

impacted Western Power, only the transfer of the system management function to the AEMO has been 

actioned at the time of drafting this AA4 proposal.  

94. Since the change in State Government in March 2017, the EMR has, effectively, been on hold while the new 

Government considers how and when electricity market reforms should proceed. Therefore, Western 

tƻǿŜǊΩǎ !!п ǇǊƻǇƻǎŀƭ considers only those reforms that have already been implemented at time of writing 
and does not explicitly provide for future reforms.  

95. Should further certainty on key reform topics, such as full retail contestability or metering contestability, 

emerge during the course of the AA4 proposal review process, Western Power will modify its approach 

accordingly.  

96. It is possible that the implementation of Government-led energy market reforms during the AA4 period 

would require amendments to the access arrangement to either facilitate the efficient execution of the 

reforms or respond to the effects of the reforms. To enable re-opening of the access arrangement during 

the AA4 period in the event of Government-led energy market reforms taking place, we propose a specific 

trigger event be included in the access arrangement. Detail of the proposed trigger event is provided in 
section 6.11 of this document. 

97. Though the EMR was not implemented in full, the EMR activities have added value and set a sound 

platform for any future reforms. Indeed, the work Western Power conducted to support the reforms has 

helped shape the AA4 proposal. Several documents that were initially developed for submission to the 

Australian Energy Regulator (AER) under the National Electricity Rules have been repurposed for the AA4 

proposal under the Access Code. Other reforms (such as the transfer of the system management function) 
have directly impacted our AA4 proposal. The legacy of the EMR work is discussed in the sections below. 

98. Western Power is seeking to recover a portion of the costs associated with the EMR as an unforeseen event 

under section 6.6 of the Access Code. The EMR was announced by the State Government in 2014 and was 

not reasonably foreseeable during the development of the revisions for the AA3 period. As such, no 

provision for costs associated with the EMR were included in ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ AA3 period target revenue.  

99. Our unforeseen event adjustment is discussed in Chapter 10 of this document. 

3.1.3.1 Transfer of Ψsystem managementΩ to the AEMO 

100. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎȅǎǘŜƳ operations function transferred to the AEMO on 1 July 2016. The change means 

Western Power is no longer responsible for system security, including generator dispatch, procuring and 
dispatching ancillary services, and load and generation forecasting. 
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101. In terms of forward-looking costs, the transfer of the system operations function does not materially 

ƛƳǇŀŎǘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŦƻǊŜŎŀǎǘ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊ ǘƘŜ !!п ǇŜǊƛƻŘΦ ¢Ƙƛǎ ƛǎ ōŜŎŀǳǎŜ ǘƘŜ ǎȅǎǘŜƳ operations 

function was a segregated entity, funded by its own allowable revenue process. However, the change does 

mean a number of corporate overheads such as building and fleet costs will no longer be allocated to 

system operations functions.  

3.1.3.2 Transfer to the National Electricity Rules  

102. One of the biggest recommended changes in the EMR for Western Power was the transfer of economic 

regulation to the AER under the National Electricity Rules. In preparation for the transfer, we developed 

extensive access arrangement revisions to comply with the new regulatory framework. However, the 
transfer to the national framework did not occur. 

103. While this AA4 proposal has been developed in accordance with the Access Code, we have retained a 

number of the changes that were developed for the national framework, as we believe they satisfy the 
Access Code objective and, importantly, offer better outcomes for customers. 

104. For example, the national framework requires network operators to provide a 30-year revenue offset when 

connecting residential customers. The purpose of the offset is to dŜŎǊŜŀǎŜ ǘƘŜ ǎƛȊŜ ƻŦ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ŎŀǇƛǘŀƭ 

contribution. Western Power currently only offers a 15-year revenue offset to commercial customers. 

There is no offset for residential customers connecting to the Western Power Network. We see the benefit 

of providing a revenue offset to residential customers and note that it is something customers have asked 

us for in the past. Therefore, in this AA4 proposal, we propose to offer a 15-year offset for residential 
customers. 

105. Other elements of the work conducted for the transfer to the national framework that are being retained 
for the AA4 proposal include: 

· major event day definitions - modifying the definition of major event days. The major event day 

proposal is discussed in Chapter 6 of this document 

· advanced metering - the National Electricity Rules provide that advanced meters are the default 

asset when replacing existing meters or installing a new meter. In most jurisdictions in the 

National Electricity Market, the residential electricity retail market is contestable. In November 

2015, the Australian Energy Market Commission (AEMCύ ŎƻƴŘǳŎǘŜŘ ŀ ΨtƻǿŜǊ ƻŦ /ƘƻƛŎŜΩ ǊŜǾƛŜǿΣ 

resulting in a series of changes whereby metering services were also made contestable, with a 

view to supporting the efficient roll-out of advanced metering technology. The AEMC considers: 

 Improved access to the services enabled by advanced meters will provide 

consumers with opportunities to better understand and take control of their 

electricity consumption and the costs associated with their usage decisions.38 

Western Power does not consider that the introduction of full retail contestability (FRC) for 

residential customers is a prerequisite for advanced metering. The benefit to consumers arising 

from greater control of their electricity usage would equally apply in a non-contestable market. 

The enhanced capability enabled by advanced metering and associated infrastructure to 

efficiently manage the network would also promote better network investment and operation.  

We propose advanced meters be the default meter for the AA4 period (for both new and 

replacement meters). We expect to install approximately 355,000 over the next five years as out-

                                                                                       

38  9w/лмсф ǊǳƭŜ ŎƘŀƴƎŜ ƻǾŜǊǾƛŜǿΣ !9a/ ƘǘǘǇΥκκǿǿǿΦŀŜƳŎΦƎƻǾΦŀǳκwǳƭŜπ/ƘŀƴƎŜǎκ9ȄǇŀƴŘƛƴƎπŎƻƳǇŜǘƛǘƛƻƴπƛƴπƳŜǘŜǊƛƴƎπŀƴŘπ

ǊŜƭŀǘŜŘπǎŜǊǾІ 

http://www.aemc.gov.au/Rule-Changes/Expanding-competition-in-metering-and-related-serv%23
http://www.aemc.gov.au/Rule-Changes/Expanding-competition-in-metering-and-related-serv%23
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dated mechanical meters reach the end of their useful lives, new connections are established and 

customers require replacement meters.  

3.1.4 ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ōǳǎƛƴŜǎǎ ǘǊŀƴǎŦƻǊƳŀǘƛƻƴ 

106. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊŜǎǇƻƴǎŜ ǘƻ changing customer expectations, market reform and slow economic growth, 
was to undertake an in-depth review of its business processes, operating costs, and business plans. 

Figure 3.4: Factors driving Western Power's business review 

 

107. We commenced a program of operating cost reviews at the beginning of the AA3 period, looking at our 

organisational model undergoing an internal restructure in 2012 and 2013. This ongoing business review 

continued, gathering pace in 2014 as economic conditions slowed and State Government-led reforms 

emerged. The review culminated in Western PowerΩs Business Transformation Program, which commenced 
in 2015 (see Figure 3.5). 
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Figure 3.5: Business review and Business Transformation Program time line 

 

108. The first step of the business review was to set targets for efficiency improvements. We did this by looking 

at our business processes and environment to identify potential efficiency areas. We also looked at other 

electricity network businesses and conducted high-level benchmarking to give us an indication of how 
Western PowerΩǎ operating costs compares to other distribution network providers.  

109. ²ƘƛƭŜ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǳƴƛǉǳŜ combined transmission and distribution structure and operating 

environment means it is difficult to benchmark our business against standalone distribution networks or 

transmission networks. The benchmarking exercise was nevertheless a useful tool to help set realistic 

ŜȄǇŜŎǘŀǘƛƻƴǎ ƻŦ ǿƘŜǊŜ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ Ŏƻǎǘǎ ƻŦ ǎŜǊǾƛŎŜ ŎƻǳƭŘ be improved.  

110. Based on the assessment of our 2014/15 performance ŀƴŘ ǳǎƛƴƎ ǘƘŜ !9wΩǎ ŀƴƴǳŀƭ ōŜƴŎƘƳŀǊƪƛƴƎ ǊŜǇƻǊǘǎ ŀǎ 

a guide, ǿŜ ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǘǊŀƴǎƳƛǎǎƛƻƴ ƴŜǘǿƻǊƪ ōǳǎƛƴŜǎǎ ƻǇŜǊŀǘŜǎ ŀǘ ŀ ƭŜǾŜƭ ƻŦ ŜŦŦƛŎƛŜƴŎȅ 

and productivity comparable with our interstate counterparts. However, our distribution business 

compared less favourably with many of the more mature, privately owned distribution businesses in the 

National Electricity Market (see Figure 3.6). 
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Figure 3.6: 2014/15 distribution network service provider benchmarking assessment (pre Business 

Transformation Program) 

 

111. Western Power used the insights from the benchmarking exercise to support a bottom-up build of ideas for 

potential efficiencies. These ideas were tested and validated with the Executive and Board and then refined 

into a delivery roadmap. 

112. We began implementing the Business Transformation Program in March 2016, and will continue the 

program into 2018. Process improvements are being built into business as usual activities concurrently, and 
have resulted in an efficient baseline level of expenditure which we have used to develop forecast costs. 

113. To 30 June 2017, the program has realised $330 million in recurring cost savings (see Table 3.2). The 

efficiencies (both realised and forecast) have been built into our operating expenditure forecast for the AA4 

period. More detail of the efficiencies achieved via the program is provided in Chapters 7 and 8 of this 

document. 

Table 3.2: Business Transformation Program recurring costs savings by work stream, $ million real at 

30 June 2017 

Work stream Savings in recurrent costs realised at 30 June 2017 

Asset management 151.9 

Customer funded 12.1 

External spend review 44.3 

Field force central 19.8 

Field force perform 30.5 
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Work stream Savings in recurrent costs realised at 30 June 2017 

ICT 11.8 

Organisational model 35.6 

Shared services 23.8 

Total 329.7 

114. The Business Transformation Program has enabled us to rationalise our operating costs to a point where 

we expect to be able to maintain current service levels in a more cost effective way during the AA4 period. 

We have reduced our capital expenditure during the AA3 period, and enter the AA4 period with an 

investment program that better reflects the future growth of the business and changes in customer 

expectations. 
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4. Customers, stakeholders and community engagement 

115. This chapter provides an overview of the stakeholder engagement Western Power has recently conducted 

and how it has informed the AA4 proposal. 

4.1 Our approach to stakeholder engagement 

116. At Western Power we are mindful of the impact our actions have on our custƻƳŜǊǎΩ ŜƭŜŎǘǊƛŎƛǘȅ ōƛƭƭǎΦ hǳǊ 

aim is to ensure customers are getting value for money ς paying for services they will benefit from in the 

short and long term. ¢ƘŀǘΩǎ ǿƘȅ ƛƴ нлмрΣ ŀǎ ǇŀǊǘ ƻŦ ƻǳǊ ƻƴƎƻƛƴƎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ōŜƛƴƎ ŀ ŎǳǎǘƻƳŜǊ-focused 

organisation, we commenced our engagement program. We met with a number of stakeholders including 

residential and business customers, community groups, customer advocates, retailers and generators to 

understand what they expect from their electricity network, and what they believe Western Power should 

be investing in. The customer engagement program has not only informed this AA4 proposal, but will also 
shape our ongoing customer engagement throughout the AA4 period and beyond. 

117. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ customer engagement program was designed to: 

· obtain customer and stakeholder input into our proposed expenditure strategy and plan 

· be far reaching and represent all customer groups 

· establish an ongoing conversation with customers ς providing feedback on how their participation 

has helped influence the AA4 proposal.  

· obtain customer insights to integrate into our business decision-making processes 

· measure the success of engagement through methods including direct feedback and advocacy. 

118. Development of the customer engagement program consisted of five phases (see Figure 4.1): 

Figure 4.1: Customer engagement program development phases 
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4.1.1 Mobilise phase 

119. To best understand how investment options are 

going to affect a particular type of customer we 

needed to engage a diverse range of customers 

on a variety of subjects. Figure 4.2 shows our 

customer groups. The first phase involved 

identifying customer groups. 

4.1.2 Listen phase 

120. Commencing in September 2015, the Listen 

phase involved meeting and talking with a variety 

of customers to hear their views and understand 

what they do and do not expect from their 

network provider. The objectives of this stage 
were to: 

· enable customers to input into Western 

tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ ŜȄǇŜƴŘƛǘǳǊe strategy 

and forward plan 

· provide a forum for all customers, 

including underrepresented groups, to 

have a voice 

· understand how customers respond to 

the idea of trade-offs when making 

choices around scenarios presented to 

them 

· provide opportunities for customers to express their own priorities. 

121. We engaged Deloitte to assist with the delivery of the customer engagement program. Deloitte has 

facilitated customer engagement programs for a number of Australian energy network businesses, 
including Australian Gas Networks and SA Power Networks. 5ŜƭƻƛǘǘŜΩǎ ǊƻƭŜ ǿŀǎ ǘƻΥ 

· ensure the customer engagement program was conducted in an independent and robust manner 

· ensure the findings of the customer engagement program were an accurate reflection of 

Western tƻǿŜǊΩǎ ŎǳǎǘƻƳŜrs preferences 

· develop and facilitate workshops with support from Western Power subject matter experts 

· ŘŜǎƛƎƴ ŀ ǇƘƻƴŜ ǎǳǊǾŜȅ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ŎǳǎǘƻƳŜǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ ŦƻǊ reliability and safety 

improvements and the trade-offs they are willing to make 

· recǊǳƛǘ ŀ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ǎŀƳǇƭŜ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎǳǎǘƻƳŜǊǎ ŦƻǊ the workshops and phone 

survey. 

122. To ensure feedback was collected in a coordinated and consistent format, five research themes were used 

to inform the structure of the workshops, phone survey and interviews. The research themes were aligned 
ǘƻ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎǘǊŀǘŜƎƛŎ ƻōƧŜŎǘƛǾŜǎΣ ƻǊƛŜƴǘŀǘƛƻƴ ŀƴŘ purpose. The themes are presented in Table 4.1. 

Figure 4.2: Western Power customer groups 
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Table 4.1: Customer engagement program research themes 

Research theme Description 

Customer experience Customer service, channels and opportunities 

The future network New technologies ŀƴŘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊƻƭŜ in the future electricity network 

Network safety ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎŀŦŜǘȅ ǎǘǊŀǘŜƎƛŜǎ 

Network reliability The reliability of the Western Power Network 

Access and affordability Electricity price tariff structure 

123. Each customer group required different methods of engagement to explore the five research themes. The 

mixture of quantitative and qualitative engagement methods used is described below.  

· Customer workshops ς workshops were used to explore the opinions and preferences of 

residential and small and medium enterprise (SME) customers. The workshops also provided a 

forum for presenting and gauging customer reactions to the various investment options Western 

Power may consider. This approach enabled a detailed understanding of what underpinned the 

ŎǳǎǘƻƳŜǊǎΩ ǊŜǎǇƻƴǎŜǎ ŀƴŘ ƘŜƭǇŜŘ frame and contextualise the quantitative survey results. 

· Telephone survey ς a phone survey was implemented to capture a statistically representative 

ǾƛŜǿ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊŜǎƛŘŜƴǘƛŀƭ ŀƴŘ {a9 ŎǳǎǘƻƳŜǊǎΦ ¢Ƙƛǎ ƳŜŀƴǎ ǘƘŜ ǎǳǊǾŜȅ ǊŜǎǳƭǘǎ Ŏould be 

extrapolated to better understand the opinions and preferences of a broad sample of Western 

tƻǿŜǊΩǎ ŎǳǎǘƻƳŜǊ ōŀǎŜΦ 

· Targeted customer interviews ς one-on-one interviews were conducted with other customer 

segments, for example large commercial customers. These interviews allowed for in-depth 

exploration of the research themes. 

· Customer reference group ς this was formed to provide peak bodies and other stakeholder 

groups with the opportunity to provide input to Western Power on the research objectives and 

approach used in the customer engagement program. 

· Online survey ς a survey available on the Western Power corporate website provided the 

opportunity for customers not directly recruited in the engagement program to provide their 

input. 

124. Table 4.2 presents a summary of the engagement methods used for each customer group. 

Table 4.2: Customer engagement methods 

Customer group 

Engagement method 

Customer 
workshop 

Telephone 
survey 

Customer 
interviews 

Customer 
reference 

group 

Online 
survey 

Residents x x   x 

Small and medium businesses x x   x 

Large businesses and Government   x  x 
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Customer group 

Engagement method 

Customer 
workshop 

Telephone 
survey 

Customer 
interviews 

Customer 
reference 

group 

Online 
survey 

Local government   x  x 

Land developers   x  x 

Electricians and service providers   x  x 

Electrical consultants   x  x 

Generators   x  x 

Retailers   x  x 

Peak bodies    x x 

125. The following sections describe the engagement methods we used in more detail. 

4.1.2.1 Customer workshops 

126. During the listen phase, nine customer workshops were held; six with residential customers and three with 

SMEs.39 Workshops were hosted across the network to ensure the voices of metropolitan and regional 
customers were heard (see Figure 4.3).  

                                                                                       

39  ! ŦǳǊǘƘŜǊ р ǿƻǊƪǎƘƻǇǎ ǿŜǊŜ ƘŜƭŘ ŘǳǊƛƴƎ ǘƘŜ Ǉƭŀƴ ǇƘŀǎŜ ƻŦ ǘƘŜ ǇǊƻƎǊŀƳΦ 
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Figure 4.3: Locations of residential and SME customer workshops 

 

127. The workshop structure was consistent throughout all sessions and aligned to the specific research themes. 

Table 4.3 summarises the discussions and exercises used to capture customer views. 

Table 4.3: Workshop structure and content 

Section/research 
theme 

Content Activity 

A. Introduction ¶ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƘƛǎǘƻǊȅ 

¶ Role in the electricity supply chain 

¶ Contribution to electricity prices 

n/a 

B. Customer 

experience 

¶ Customer service 

¶ Communication channels and 
preferences 

¶ Discussion: What is good customer 

experience to you? 

¶ Worksheet: communication channel 

preferences 



 

EDM#43728581 

Page 33 

Section/research 
theme 

Content Activity 

C. The future 

network 

¶ Traditional network structure 

¶ The changing structure of the modern 

network 

¶ New technologies 

¶ Discussion: Do you use new 

technologies? 

¶ Discussion: What are your thoughts 
on new technologies? 

¶ Discussion: How do you see Western 
Power operating in the future? 

D. Access and 

affordability 

¶ Explanation of tariff structures 

¶ Introduction of time of use tariff 

structures 

¶ Metering 

¶ Activity: Which tariff structure do 

you like? 

¶ Worksheet: What tariff structure 
should Western Power investigate? 

¶ Worksheet: Which meter would you 
prefer to install? 

E. Network 

reliability 

¶ Customer reliability expectations 

¶ Current reliability performance and 

network issues 

¶ Process to deliver a reliable network 

¶ Potential projects to deliver a reliable 
network 

¶ Discussion: Who has experienced an 

outage? 

¶ Activity: Should Western Power 

focus its efforts on reducing the 
frequency or duration of outages? 

¶ Worksheet: Reliability investment 
options 

F. Network safety ¶ Current commitment to safety 

¶ Current safety programs 

¶ Potential bushfire management 
programs 

¶ Discussion: WestŜǊƴ tƻǿŜǊΩǎ ǎŀŦŜǘȅ 

record 

¶ Worksheet: How should Western 
Power address bushfire safety? 

128. Residential workshop participants were recruited to provide a diverse sample group based on age, 

household income, property ownership, and geography. SME participants were recruited based on 

industry, number of employees, revenue and geography. SME workshop participants were made up of 

either the decision makers or those involved in decisions relating to ǘƘŜ ŜƴǘŜǊǇǊƛǎŜΩǎ electricity supply. Each 

workshop had at least one attendee (but no more than three) with a solar photovoltaic installation.40 

{ǘǊǳŎǘǳǊƛƴƎ ǘƘŜ ǿƻǊƪǎƘƻǇǎ ƛƴ ǘƘƛǎ ǿŀȅ ŀƭƭƻǿŜŘ ŦƻǊ ŀ ŘƛǾŜǊǎŜ ǎŀƳǇƭŜ ǘƘŀǘ ōŜǎǘ ǊŜǇǊŜǎŜƴǘŜŘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 
customer base and would provide reliable feedback. 

4.1.2.2 Telephone survey 

129. The phone survey was conducted in November 2015 and was completed by 3,500 customers (2,500 

residential and 1,000 SMEs). For planning and operational purposes, Western Power divides the network 

into 15 load areas. Quotas were set to gather a sufficient sample within each load area to allow results to 

inform ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŦǳǘǳǊŜ ƛƴǾŜǎǘƳŜƴǘ ŘŜŎƛǎƛƻƴ ƳŀƪƛƴƎ ǇǊƻŎŜǎǎΦ The survey sample represented 

regional and metropolitan customers, and was designed to ŘŜǘŜǊƳƛƴŜ ŎǳǎǘƻƳŜǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ for 

                                                                                       

40  ¢Ƙƛǎ ƛǎ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ ǎƻƭŀǊ t± ǇŜƴŜǘǊŀǘƛƻƴ ǊŀǘŜ ƻŦ нл ǇŜǊ ŎŜƴǘ ƛƴ ǘƘŜ {²L{Φ 
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Western Power services and the trade-offs they are prepared to make between cost and service 

performance. Table 4.4 shows the regional/metropolitan split of the phone survey sample. 

Table 4.4: Telephone survey sample 

Location Residential customers SME customers Total 

Metropolitan 1,600 643 2,243 

Regional 900 357 1,257 

Total 2,500 1,000 3,500 

130. The 20-minute telephone survey consisted of nine sections. Table 4.5 below maps the telephone survey 

sections and how they aligned to the workshops conducted and the research themes. It is important to 

note all survey respondents were provided with the same level of information ƻƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊƻƭŜ ǘƻ 
ensure answers were comparable across the entire sample. 

Table 4.5: Telephone survey sections 

Section Purpose Link to workshops 

1. Screening / 

classification 

¶ Identification of the household/SME 

decision maker around electricity choices 

¶ High level demographics/firmographics 

¶ Capture intentions to take on any new 

electricity related technology and current 

energy mix used 

¶ Linked to similar geographic 

regions 

2. Knowledge 

and awareness 

¶ Current knowledge of Western Power 

and the electricity industry 

¶ Inform survey respondents of relevant 

information to ensure the survey sample 
was similarly educated 

¶ Introduction and awareness 

discussion (section A) 

3. Segmentation 

and attitudinal 

questions 

¶ Attitudes towards power interruptions 

and other service expectations 

¶ Attitudes towards time of use tariffs 

¶ Reliability discussions (section E) 

¶ Tariff structure activity (section D) 

4. Customer 

needs and 
preferences 

¶ Communication preferences ¶ Customer experience discussion 

and communication channels 
worksheet (section B) 

5. Network 

reliability 

¶ Experience and attitudes towards 

network reliability 

¶ Reliability exercise (section E) 

6. Choice task ¶ Understand the trade-offs customer are 

willing to make with regards to price and 

ǊŜƭƛŀōƛƭƛǘȅ ǇǊŜŦŜǊŜƴŎŜǎ όǎŜŜ ΨŀǎǎŜǎǎƛƴƎ 
ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ ǇŀȅΩ ōŜƭƻǿύ 

¶ n/a 
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Section Purpose Link to workshops 

7. Additional 

services and 

the future of 
the network 

¶ Regional reliability 

¶ Solar and battery intentions 

¶ Future customer service exercises 

¶ Customer experience discussion 

(section B) 

¶ Future network discussion 
(section C) 

¶ Reliability investment options 
worksheet (section F) 

8. Demographics ¶ Additional demographics ¶ n/a 

9. Firmographics ¶ Additional firmographics ¶ n/a 

4.1.2.2.1 Assessing willingness to pay 

131. It is important for Western Power to understand its ŎǳǎǘƻƳŜǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ for network security and 

reliability and the trade-offs they are willing to make for potential investments in the network. In particular, 

during the customer engagement program we sought to understand our ŎǳǎǘƻƳŜǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ ŦƻǊ 

improvements in the reliability of their electricity supply. Section six of the phone survey measured 
ŎǳǎǘƻƳŜǊǎΩ ǿƛƭƭƛƴƎness to pay though a choice model.41  

132. Choice modelling works by presenting customers with a series of scenarios. Each scenario presents the 

customer with two options to choose between. These options require the customer to make a trade-off 
between them. The options presented during the customer engagement program were based on: 

· duration of outages 

· frequency of outages 

· the time of day outages occur 

· impact on annual electricity bill. 

133. By asking respondents to make choices between similar situations, customer preferences could be 
ascertained. 

134. Each respondent was presented with ten two-choice scenarios and asked to choose one of the two options. 

These scenarios were developed so each respondent was allocated a completely different set of scenarios, 

allowing a large number of combinations to be tested. This method allowed us to statistically analyse how 
outage duration, frequency, time and related cost informs the trade-offs customers are willing to make. 

135. While the choice model provides the best indication of our ŎǳǎǘƻƳŜǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ ŦƻǊ ǊŜƭƛŀōƛƭƛǘȅ, 

safety and bushfire mitigation, during the workshops and surveys we also sought to understand the 

ŎǳǎǘƻƳŜǊǎΩ ǇǊŜŦŜǊŜƴŎŜǎ ǊŜƎŀǊŘƛƴƎ ǇǊƛŎŜΦ CƻǊ ǎƻme questions in the workshop and surveys, customers were 

provided with an indicative bill impact to help inform their decisions. These bill impacts were based on the 
average bill and cost of an investment option.  

                                                                                       

41  /ƘƻƛŎŜ ƳƻŘŜƭƭƛƴƎ ƛǎ ǘƘŜ ƛƴŘǳǎǘǊȅ ǎǘŀƴŘŀǊŘ ŀǇǇǊƻŀŎƘ ǘƻ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ǘǊŀŘŜπƻŦŦǎ ŎǳǎǘƻƳŜǊǎ ŀǊŜ ǿƛƭƭƛƴƎ ǘƻ ƳŀƪŜΣ ŀƴŘ ƛǎ ǿƛŘŜƭȅ 

ǳǎŜŘ ƛƴ ǊŜǎŜŀǊŎƘ ǘƻ ǉǳŀƴǘƛŦȅ ŎǳǎǘƻƳŜǊǎΩ ǇǊŜŦŜǊŜƴŎŜǎ ŀƴŘ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ ǇŀȅΦ 
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136. For example, a respondent was asked to choose between these two scenarios: 

1. power outages 2-3 times per annum, in the afternoon, and lasting less than an hour, with a $25 

increase to your annual bill 

2. power outages 2-3 times per annum, in the morning, and lasting three to six hours, with a $50 

reduction to your annual bill. 

4.1.2.3  Customer interviews 

137. During November and December 2015, we conducted 35 interviews with customers from large business 

and stakeholder groups. The interviews lasted 45 minutes and were structured according to the workshop 

research themes. Questions were tailored to the particular customer group. For example, an interview with 

a land developer ƛƴŎƭǳŘŜŘ ƳƻǊŜ ǉǳŜǎǘƛƻƴǎ ǊŜƭŀǘƛƴƎ ǘƻ ǘƘŜ ŦǳǘǳǊŜ ƴŜǘǿƻǊƪ ŀƴŘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊƻƭŜ ƛƴ ƴŜǿ 

land developments. Table 4.6 ǎǳƳƳŀǊƛǎŜǎ ǘƘŜ ƴǳƳōŜǊ ƻŦ ƛƴǘŜǊǾƛŜǿǎ ŦƻǊ ŜŀŎƘ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎǳǎǘƻƳŜǊ 
groups. 

Table 4.6: Customer interviews November/December 2015 

Customer group 
Number of 
interviews 

Local government 9 

Electrical consultants, electricians and service providers 7 

Land developers 3 

Large businesses and Government 10 

Retailers and generators 6 

Total 35 

4.1.2.4 Customer reference groups 

138. Two workshops with customer reference groups were held in December 2015. One of these was with 

members of the Strategic Reference Group, an existing group established by Western Power, comprising 
representatives of the Western Australian property development and construction industry. 

139. The other workshop involved members of our customer reference group. The customer reference group 

was established to provide an avenue to identify issues and test the approach and findings of the customer 
engagement program. Customer reference group members include: 

· Chamber of Commerce and Industry of Western Australia 

· Financial Counsellors Association of Western Australia 

· St Vincent de Paul Society 

· Western Australian Local Government Association 

· Western Australian Farmers Federation 

· Western Australian Council of Social Service (WACOSS). 
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4.1.2.5 Online survey 

140. An online survey was accessible on the Western Power website. Advertised through a hyperlink on the 

website, the survey was also ǇǊƻƳƻǘŜŘ ƛƴǘŜǊƴŀƭƭȅ ǘƻ ŜƴŎƻǳǊŀƎŜ ŜƳǇƭƻȅŜŜǎΩ ŦǊƛŜƴŘǎ ŀƴŘ ŦŀƳƛƭȅ ǘƻ 

participate. Participants in the customer reference groups were also given a link to the website to share 
with their members. 

4.1.3 Interpret phase 

141. During the interpret phase, Western Power analysed the information obtained during the various 

workshops, interviews and surveys, and used these to develop customer insights. The 15 customer insights 

that were obtained are summarised in Table 4.7. 

 

 

 

 

 

Table 4.7: Summary of customer insights 

Research 
theme 

 # Insight Comment 

Overarching 

insights 

1 Customers are sensitive to 

price increases 

Price is the dominant factor considered by customers 

when making choices relating to their energy use. 

2 Customers are aware of 

Western Power but are 

unclear about the role it plays 
in the energy industry 

Customers demonstrated a lack of understanding of 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊƻƭŜΦ While 95 per cent of 

residential customers knew who Western Power was, 

only 10 per cent ŎƻǳƭŘ ƛŘŜƴǘƛŦȅ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 

contribution to their electricity bill. 

Customer 

experience 

3 Customers want to interact 

with Western Power through 

multiple channels 

In the workshops, customers looked for a choice of 

mediums through which they can obtain information 

and interact with Western Power. 

4 Local staff as well as accurate 

and timely support is essential 

for a positive customer 

experience 

Customers expect Western Power to know enough 

about them to be able to manage their enquiry 

efficiently. Workshop participants shared their 

frustrations with other service provides who have 
offshore call centres. 

The future 

network 

5 Customers believe Western 

Power should use emerging 

technologies to deliver 
improved customer outcomes 

Workshop attendees wanted to discuss the impact 

technologies like batteries, electric vehicles and other 

new technologies will have on the network. If it is 

cheaper to use new technologies to supply electricity 
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Research 
theme 

 # Insight Comment 

6 Customers want Western 

Power to play a role in the 

supply of electricity into the 
future 

at the same or better level of reliability then 

customers support Western Power using those 
technologies. 

Access and 

affordability 

7 Customers who have been 

educated about electricity 

tariffs are more likely to 
support a time of use tariff 

Customers who participated in workshops that 

discussed tariff reform supported time of use tariffs. 

Customers that participated in the telephone survey, 

which did not provide detailed education on time of 

use tariffs, were unclear of the benefits. 

Customers who felt they would not be able to adjust 

their usage patterns did not support time of use 
tariffs. 

8 Customers who believe they 

are unable to alter their usage 

pattern do not support the 

implementation of a time of 

use tariff 

9 Customers who favour a time 

of use tariff are willing to pay 

for technology that allows 
them to monitor their usage 

Customers who supported time of use tariffs were 

asked whether they preferred digital meters or 

wanted Western Power to invest in upgrading every 

meter to an advanced meter. When the difference 

between the digital meter and advanced meter were 

explained, most participants were in favour of paying 

Western Power to install advanced meters across the 
network. 

Network 

reliability 

10 Customers are accepting of 

occasional outages 

Although customers would prefer no outages, they 

accept it is reasonable for a small number of planned 
and unplanned outages to occur.  

 

11 Accurate and frequent 

communication is essential 

during supply interruptions 

Customers accept some outages, but value accurate 

and frequent information. 

12 Longer outages are more 

disruptive to customers than 
frequent (short) outages 

The quantitative survey revealed that the length of 

outages was more important to customers than the 

frequency of outages. Workshop participants also 

remarked that long outages cause them more 
inconvenience. 

13 A reliable source of electricity 

is essential for all customers, 

and customers are willing to 

spend money to ensure all 

people on the network have a 

reliable source of electricity 

Customers are generally happy with their own 

reliability and are willing to fund the improvement of 
areas that have below-average reliability scores. 
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Research 
theme 

 # Insight Comment 

Network 

safety 

14 Customers want Western 

Power to continue to improve 

network safety, although are 

divided on whether they 
should pay for it 

Western PƻǿŜǊΩǎ ŦƻŎǳǎ ƻƴ ǎŀŦŜǘȅ ǿŀǎ ǿƛŘŜƭȅ 

recognised by customers.  

Survey respondents supported an increase in safety 

spending but were undecided on whether they 
should pay for these improvements.  

Workshop participants agreed bushfire safety 

expenditure could be more efficiently targeted in 

high-risk regions. 

  

15 Customers want to see 

bushfire safety investment 

targeted in areas where it has 

the greatest impact 

142. Details of how customer insights were measured and interpreted are provided in the Deloitte reports 

provided at Attachment 4.1. An example of how customer insights were captured and interpreted is 
provided below. 

4.1.3.1 Customer insight ς example 

Customer insight #13 ς A reliable source of electricity is essential for all customers, and 

customers are willing to spend money to ensure that all people on the network have a reliable 

source of electricity. 

143. Western Power found that customers consider a reliable supply of electricity is important and they believe 

everyone connected to the network, regardless of their location, should experience an acceptable level of 

reliability. The majority of customers (61 per cent) felt an increase in their annual bill of $10 was justified to 

improve the reliability of the electricity supply across remote areas of the Western Power Network. There 

was no significant difference between regional and metropolitan responses for residents or SMEs. 

144. However, only 28 per cent of customers supported an increase to their electricity bill to improve reliability 

across the whole network. This suggests customers are largely satisfied with the current level of service 
ǘƘŜȅ ǊŜŎŜƛǾŜ ŀƴŘ ŀǊŜƴΩǘ ǇǊŜǇŀǊŜŘ ǘƻ Ǉŀȅ ŦƻǊ ǎŜǊǾƛŎŜ ƛƳǇǊƻǾŜƳŜƴǘǎ above this. 
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Figure 4.4: Customer insights on reliability 

 

145. The workshops allowed Western Power to explore options for addressing reliability issues across the 

network. The costs associated with these options were also outlined to customers, who were then asked to 

share their preferences for how Western Power could address reliability issues. These options, and the 

results are presented in Figure 4.5  

Figure 4.5: Customer preferences on options to address reliability issues 

 

146. The majority of workshop participants indicated a preference for Western Power to target the top 20 

reliability hotspots in the network (in addition to the current reliability investment program). Participants 
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were presented with the estimated cost impact associated with this investment, to understand their 

willingness to pay.  

147. The full Deloitte report containing all customer insights and interpretation is provided in Attachment 4.1. 

4.1.4 Plan phase 

148. During the plan phase, Western Power analysed the customer insights acquired through the listen phase, 

and began building them into investment plants for the AA4 period. Customer feedback was one of many 

factors incorporated into the business as usual planning processes. We looked at opportunities to address 

issues raised by customers, remaining mindful of our responsibility to ensure investment is prudent and 

efficient. 

149. A key part of our customer engagement program was to test the findings from the interpret phase with 

customers and share an outline of our plans before including them in the AA4 proposal. Once again working 

with Deloitte, we arranged a series of workshops with customers during May and June 2016, where we 
shared a high-level overview of how their insights were shaping our plans. 

150. A total of 60 people drawn from attendees of the Listen phase workshops attended the plan phase 

workshops. Deloitte facilitated the discussions, with Western Power representatives sharing the proposed 

investment plan with the participants. Table 4.8 presents the topics discussed at the workshops. 

Table 4.8: Summary of plan phase workshop topics 

Section / research theme ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ ōǳǎƛƴŜǎǎ Ǉƭŀƴǎ 

Introduction n/a 

Customer engagement program n/a 

Overarching insights ¶ Business transformation 

¶ Safety and awareness campaigns 

Customer experience ¶ Expanding use of digital channels 

¶ Enhancing call centre capabilities 

¶ Implementing a customer management system 

Future of the electricity network ¶ Perenjori low voltage network reinforcement 

¶ White Gum Valley residential microgrid project 

¶ Kalbarri microgrid feasibility study 

¶ Mandurah demand management 

Access and affordability ¶ Tariff structure 

¶ Advanced metering infrastructure 

Network reliability ¶ Support and improvement of planned outage notification 

¶ Upgrade of the call centre and social media platforms to 

support communication 

¶ Fixing reliability hotspots 
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Section / research theme ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ ōǳǎƛƴŜǎǎ Ǉƭŀƴǎ 

Network safety ¶ Proposed five-year inspection cycle 

¶ Implementation of consequence approach to fire prevention 

151. ! ŎƻǇȅ ƻŦ 5ŜƭƻƛǘǘŜΩǎ customer insights report from this phase is provided in Attachment 4.1.  

152. The plan phase also included a specific workshop on time of use tariffs. This workshop sought to present 

customers with the options available for time of use tariffs, and gauge their appetite for adopting tariff 

reforms. 

153. The plan phase of the customer engagement program concluded in June 2016. Workshop participants 

ŦƻǳƴŘ ǘƘŀǘ ǘƘŜ ŦŜŜŘōŀŎƪ ǇǊƻŎŜǎǎ ǿŀǎ ǊŜǿŀǊŘƛƴƎ ŀƴŘ ǿŜǊŜ ƛƳǇǊŜǎǎŜŘ ōȅ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜƛǊ 
preferences. The next step was to incorporate the customer insights in the AA4 proposal.  

4.1.5 Act phase 

154. The act phase of the customer engagement program is where Western Power built feedback from 

customers into the expenditure and service level within the AA4 proposal. Table 4.9 summarises how we 
have incorporated customer insights into our plans for the AA4 period.42  

Table 4.9: Summary of how customer insights have been incorporated in the initial AA4 proposal 

 # Insight How we have incorporated this in our AA4 proposal 

1 Customer are sensitive to 

price increases 

The price impact on customers, particularly residential and small 

businesses, has been considered when developing all proposed 

revisions. All expenditure forecasts have been subject to top-down 

review and assessment to ensure they represent a network business 
efficiently minimising costs.  

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ²!// ǇǊƻǇƻǎŀƭΣ ǿƘƛŎƘ ǘȅǇƛŎŀƭƭȅ Ƙŀǎ ǘƘŜ ƎǊŜŀǘŜǎǘ 

impact on revenue (and therefore prices), has been tested and 

moderated to reduce the impact on customers where possible. 

2 Customers are aware of 

Western Power but are 

unclear about the role it 

plays in the energy 
industry 

Western Power will continue its customer engagement program 

throughout the AA4 period, and remains committed to talking with and 

listening to all key stakeholders as part of its business as usual. Ongoing 

advertising and public awareness campaigns will also be periodically 
reviewed and improved. 

3 Customers want to 

interact with Western 

Power through multiple 
channels 

Western Power will continue to develop its online and digital 

capabilities, as well as implementing improved customer relationship 
management systems. 

                                                                                       

42  /ǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘǎ ŀƴŘ Ƙƻǿ ǘƘŜȅ ƘŀǾŜ ƛƴŦƻǊƳŜŘ ǎǇŜŎƛŦƛŎ ƛǘŜƳǎ ƻŦ ŜȄǇŜƴŘƛǘǳǊŜ ŀǊŜ ŀƭǎƻ ŘƛǎŎǳǎǎŜŘ ƛƴ ǘƘŜ ǊŜƭŜǾŀƴǘ ǎŜŎǘƛƻƴǎ ƻŦ ǘƘŜ 

ƻǇŜǊŀǘƛƴƎ ŀƴŘ ŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜ ŎƘŀǇǘŜǊǎ ƻŦ ǘƘƛǎ ŘƻŎǳƳŜƴǘΦ 
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 # Insight How we have incorporated this in our AA4 proposal 

4 Local staff as well as 

accurate and timely 

support is essential for a 

positive customer 

experience 

Western Power is investing in a new customer relationship management 

system. This will improve the quality and accuracy of information we 
can provide to customers. 

Western Power proposes customer service standard targets for the AA4 

period that are higher than those set for the AA3 period, reflecting the 
progress we have made in this respect. 

5 Customers believe 

Western Power should 

use emerging 

technologies to deliver 

improved customer 
outcomes 

Western Power will continue to engage emerging technology trials, and 

pursue non-capital alternative options43 as part of its investment 

program. Microgrid and standalone power system technology will 

continue to be assessed as economic alternatives to network solutions. 

Western Power will invest in improved supervisory control and data 

acquisition (SCADA) and communications technology to improve 
remote monitoring and control of the network. 

Western Power proposes to install advanced meters and associated 

infrastructure as the default meter, thereby enabling innovative tariff 

structures and remote reading. 

6 Customers wants 

Western power to play a 

role in the supply of 
electricity into the future 

7 Customers who have 

been educated about 

electricity tariffs are 

more likely to support a 

time of use tariff 

Western Power proposes a new time of use network tariff for 

residential and small business customers. We have found that when the 

benefits of time of use tariffs are clearly explained to customers, they 
general support it as a tariff option. 

Western Power will work with retailers to ensure customers are 

properly informed about time of use tariffs and understand the 

potential benefits. This will enable customers to make an informed 
choice on the way they are charged for their electricity use. 

8 Customers who believe 

they are unable to alter 

their usage pattern do 

not support the 

implementation of a time 
of use tariff 

Western Power is committed to periodically reviewing and improving its 

ƴŜǘǿƻǊƪ ǘŀǊƛŦŦǎ ǘƻ ŜƴǎǳǊŜ ǘƘŜȅ ƳŜŜǘ ŎǳǎǘƻƳŜǊǎΩ ǊŜǉǳƛǊŜƳŜƴǘǎΦ 

 

9 Customers who favour a 

time of use tariff are 

willing to pay for 

technology that allows 

them to monitor their 

usage 

Western Power proposes to install advanced meters and associated 

infrastructure as the default replacement meter, thereby enabling 

innovative tariff structures and remote reading. Approximately 355,000 
advanced meters will be installed during the period.  

                                                                                       

43  !ǎ ǇŜǊ {ŜŎǘƛƻƴ сΦпм ƻŦ ǘƘŜ !ŎŎŜǎǎ /ƻŘŜΦ 
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 # Insight How we have incorporated this in our AA4 proposal 

10 Customers are accepting 

of occasional outages 

Proposed investment during the AA4 period is designed to maintain 

current overall reliability levels rather than incur additional costs to 

improve reliability across the network. Investment will be targeted at 
pockets of the network that have the poorest reliability. 

11 Accurate and frequent 

communication is 

essential during supply 
interruptions 

Western Power will invest in an improved customer management 

system, and remains committed to maintaining the current high levels 
of customer service performance. 

12 Longer outages are more 

disruptive to customers 

than frequent (short) 
outages 

Western Power will invest in improved SCADA and communications to 

help reduce outage duration.  

We will also continue technology trials and implementing innovative 

solutions (such as the Kalbarri microgrid) as a way to address reliability 
issues in regional reliability hotspot areas. 

13 A reliable source of 

electricity is essential for 

all customers, and 

customers are willing to 

spend money to ensure 

all people on the network 

have a reliable source of 

electricity 

Western Power will target investment in the areas of the network that 

have the poorest reliability and power quality performance, with a view 

to providing a reliable source of electricity to all customers. Investment 

will not be designed to improve overall network performance. 

Areas with the highest network security risk will also be targeted. 

14 Customers want Western 

Power to continue to 

improve network safety, 

although are divided on 

whether they should pay 
for it 

Western Power will replace 2,196 km of overhead conductor and 

replace/reinforce around 125,000 wood poles. Forecast expenditure on 

pole and conductor management is designed to maintain the current 

level safety risk associated with these assets. More efficient asset 

management practices and lower replacement volumes means 

investment in conductor and wood pole management will be around 40 

per cent lower than during the AA3 period, whilst maintaining network 
safety risk. 

15 Customers want to see 

bushfire safety 

investment targeted in 

areas where it has the 
greatest impact 

Western Power will use a risk based renewal approach to manage the 

poorest condition assets located in the highest risk areas. Safety and 

bushfire management investment will target parts of the network 
where mitigation activities will have the greatest impact. 

4.1.5.1 Retailer, metering and generator forums 

155. During the act phase, Western Power undertook extensive engagements on the proposed reforms and held 

a series of forums with generators, retailers and other interested stakeholders to share an overview of its 
proposed plans for the AA4 period, and to discuss key topics such as: 

· potential tariff reforms 

· advanced metering 
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· the Application and Queueing Policy (AQP) 

· Generator Interim Access (GIA) 

· the model Electricity Transfer Access Contract (ETAC) 

· the Transfer and Relocation Policy 

· the AA4 review process. 

156. Generator forum 3 May ς at the May generator forum, customers predominantly shared feedback on the 

ǇǊƻǇƻǎŜŘ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ !vtΦ ¢ƘŜǊŜ ǿŀǎ ƎŜƴŜǊŀƭ ǎǳǇǇƻǊǘ ŦƻǊ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ !vt ǊŜǾƛǎƛƻƴǎΣ 

and feedback on the AQP has been factored into the AA4 proposal. A further round of consultation on the 
AQP occurred in August and September, and informed the final AQP revisions included in this AA4 proposal. 

157. Western Power and the AEMO have provided regular updates to generators through a series of forums 

where progress of the GIA solution was shared, along with advice of the WEM rule amendments to enable 

GIA generators to be eligible for capacity credits. The GIA solution is outside the scope of the AA4 proposal. 
Western Power, the AEMO, and State Government are continuing consultation and development of GIA.  

158. Retailer forum 23 March ς at the March retailer forum, retailers were broadly supportive of the proposed 

ŀŘǾŀƴŎŜŘ ƳŜǘŜǊƛƴƎ ŀƴŘ ǘŀǊƛŦŦ ǊŜŦƻǊƳǎΦ wŜǘŀƛƭŜǊǎ ǿŜǊŜ ƎŜƴŜǊŀƭƭȅ ǇƻǎƛǘƛǾŜ ŀōƻǳǘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŀl to 

increase the fixed component of network tariffs, as this will help ensure behind-the-meter generators (e.g. 

customers with rooftop solar) continue to pay a fair share of network costs. Proposed changes to demand 

based network tariffs were also supported. Retailers advised that any new time of use tariffs should be 

carefully designed to ensure the charging periods provide appropriate price signals to customers. 

Participants were invited to provide feedback and five submissions were received. A number of retailers 
ŀƭǎƻ ǘƻƻƪ ǳǇ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƻŦŦŜǊ ŦƻǊ ŦǳǊǘƘŜǊ Ŧƻƭƭƻǿ ǳǇ ŘƛǎŎǳǎǎƛƻƴǎΦ 

159. Metering forum 30 August ς the August forum was open to the public and focused on metering. It was 

attended by retailers, members of the public, vendors and other interested stakeholders. The forum was 

ŘŜǎƛƎƴŜŘ ǘƻ ǇǊƻǾƛŘŜ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ aŜǘŜǊƛƴƎ aƻŘŜƭ {ŜǊǾƛŎŜ 

Level Agreement, and to give participants opportunity to ask questions and provide feedback. The forum 

also covered an update on the AA4 proposal, metering services framework and advanced metering 
infrastructure. Five submissions were received. 

160. At the forum, participants were keen to know about the advanced metering program, including 

specifications, ability to access/utilise the data, and the remote capability of the meters and 

communication technology. Retailers sought to understand their involvement in advanced metering 

implementation and metering contestability. The proposed changes to a fixed standard metering service 
fee were supported.  

4.1.5.2 June 2017 town hall meetings 

161. In June 2017 Western Power shared an overview of our plans for AA4 with customers at a series of town 

hall meetings. The purpose of these meetings was to continue our conversation with customers and inform 

them of our future plans and how previous customer insights have been taken into account in the AA4 
proposal. Town hall meetings were held in: 

· Albany (7 June) 

· Perth (12 June) 

· Kalgoorlie (13 June) 

· Bunbury (14 June) 
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· Geraldton (27 June). 

162. All five customer town hall meetings were positively received, particularly in Kalgoorlie and Geraldton, 

where customers were encouraged to hear about the work Western Power is doing to improve its AQP, and 

to allow major customers to connect to the network more easily.  

163. Customers at all forums were generally satisfied with the information Western Power presented with 

regard to the AA4 proposal. Western Power received no specific feedback at the forums on tariff reform or 
advanced meters. 

164. These meetings were the final round of broad customer engagement before the AA4 proposal is submitted 

to the ERA in October 2017. However, Western Power will continue to liaise with customers and key 
stakeholders throughout the AA4 proposal review process, and throughout the AA4 period. 



 

EDM#43728581 

Page 47 

5. Performance during the AA3 period 

165. This chapter sets out how Western Power performed over the five years of the AA3 period (2012/13 to 

2016/17). It summarises the key customer services outcomes and the investment undertaken to achieve 

these outcomes. This chapter also highlights a number of service improvements made during the AA3 
period, as well as improvements to processes and governance.  

5.1 Overview of AA3 performance 

166. As outlined in Chapter 3, the AA3 period has been one of significant change in the Western Australian 

energy sector. The past five years have also seen Western Power rise to a number of challenges, addressing 

the highest priority public safety risks and becoming more customer focused, while also increasing our 

productivity. 

167. Key achievements during the AA3 period include: 

· aŜŜǘƛƴƎ ŎǳǎǘƻƳŜǊǎΩ ƴŜŜŘǎ ς we have delivered electricity and connected customers in a safe, 

reliable and affordable manner. In doing so we have improved performance against key reliability 

measures and complied with safety obligations set for the business. We have connected 84 MW 

of renewable generation to the network, as well as 129,682 new homes and businesses. The AA3 

period also saw Western Power commence a comprehensive customer engagement program, 

designed to capture what customers expect from their electricity network operator. 

· Becoming more cost efficient ς actual total expenditure was around 17 per cent less than the 

allowances set by the ERA in the AA3 target revenue. We also commenced a whole of business 

efficiency review, culminating in the Business Transformation Program, which has already 

delivered $330 million of recurring cost savings. We are optimising our asset planning approach, 

improving our risk-based asset maintenance and renewal practices and considering non-

traditional solutions to network challenges, including trials of new technology. 

· Delivery of major network projects ς we have replaced/reinforced more than 270,000 wooden 

poles (predominantly in rural areas), and replaced 2,283 km of overhead conductor. In doing so 

we have addressed some of the highest priority safety concerns while maintaining the overall 

level of public safety risk associated with our network. We have removed all known streetlight 

switchwire and the highest risk overhead cusǘƻƳŜǊ ǎŜǊǾƛŎŜ ŎƻƴƴŜŎǘƛƻƴǎ όΩǘǿƛǎǘƛŜǎΩύ ŦǊƻƳ ǘƘŜ 

network reducing the safety risk to the public. We have continued the State Underground Power 

Program in partnership with the State Government and local governments to replace overhead 

power lines with underground power infrastructure. We also delivered the Mid-West Energy 

Project, the largest single capital project in more than 30 years, allowing new mining customers 

and windfarms to connect to the SWIS. 

168. Figure 5.1 summarises some of the key achievements over the AA3 period. 
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Figure 5.1: Overview of key AA3 achievements 

 

169. Further detail on AA3 expenditure, business improvements and service performance is provided in the 

following sections. 

5.2 Expenditure during the AA3 period 

170. Western Power invested $4,794 million in capital and incurred $2,389 million in operating costs to provide 

safe, reliable and efficient connection to the network during the AA3 period. This is a 17 per cent reduction 
in total expenditure compared with what was forecast in the AA3 final decision (see Table 5.1). 
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Table 5.1: Comparison of forecast and actual expenditure during the AA3 period, $ million real at 

30 June 201744 

Expenditure type 2012/13 2013/14 2014/15 2015/16 2016/17 Total 

Operating expenditure 

Opex forecast  498.8   501.7   497.7   495.0   507.7   2,500.9  

Opex actual  496.8   493.1   465.3   494.2   439.5   2,388.9  

$ variance -2.0 -8.7 -32.4 -0.8 -68.2 -112.1 

% variance 0% -2% -7% 0% -13% -4% 

Capital expenditure 

Capex forecast  1,175.1   1,352.5   1,182.4   1,177.1   1,275.2   6,162.3  

Capex actual(1)  1,076.2   1,177.5   1,022.6   859.0   658.4   4,793.8  

$ variance -98.9  -175.0  -159.7  -318.1  -616.8  -1,368.5  

% variance -8% -13% -14% -27% -48% -22% 

Total expenditure 

Total forecast  1,673.8   1,854.2   1,680.1   1,672.1   1,783.0   8,663.2  

Totex actual(1)  1,573.0   1,670.6   1,487.9   1,353.2   1,097.9   7,182.7  

$ variance -100.8 -183.7 -192.1 -318.9 -685.0 -1,480.6 

% variance -6% -10% -11% -19% -38% -17% 

171. The lower-than-forecast expenditure during the AA3 period is a result of the combination of: 

· a conscious effort by the business to reduce operating costs and review its investment approach, 

in order to achieve long-term benefits for customers  

· a slowdown in demand growth and economic activity leading to lower levels of investment in 

capacity expansion and customer-driven work during the course of the AA3 period. 

172. As discussed in Chapter 3, during the AA3 period we commenced the Business Transformation Program, 

which saw Western Power begin to implement a suite of structural and procedural changes. At the end of 

June 2017, the program realised $330 million in recurring cost savings (see Table 5.2). The Business 

Transformation Program will continue into 2018, and expected efficiencies have been built into our 
operating and capital expenditure forecasts for the AA4 period. 

                                                                                       

44 ¢ƻǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜ ŜȄŎƭǳŘƛƴƎ ƴƻƴπǊŜǾŜƴǳŜ ŎŀǇ ǎŜǊǾƛŎŜǎ ŀƴŘ ¢9/Φ 
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Table 5.2: Business Transformation Program savings in recurrent costs at 30 June 2017 by work stream, 

$ million real at 30 June 2017 

Work stream Savings in recurrent costs realised at 30 June 2017 

Asset management 151.9 

Customer funded 12.1 

External spend review 44.3 

Field force central 19.8 

Field force perform 30.5 

ICT 11.8 

Organisational model 35.6 

Shared services 23.8 

Total 329.7 

173. Initiatives arising from the Business Transformation Program include: 

· depot refurbishment program ς we have transferred 206 staff, from the Bentley depot to 

Jandakot and Balcatta locations45 to better serve customers. Benefit from efficiencies such as: 

ï surplus scrap materials and stock was identified totalling $300,000 

ï revising our processes to deliver better service to our customers 

ï operational maintenance and customer funded teams now use the same stores, instead of 

running separate stores 

ï designated areas for recycling 

· fleet advancements ς we have made significant changes to the way we manage and use our light 

and heavy fleet to improve driver safety by upgrading or changing light vehicles46 and exploring 

the benefits of telematics47 such as: 

ï real-time asset location - dispatch immediate support in the event of an emergency.  

ï emergency alerts ς automatically triggered in the event of a roll over, high-impact collision or 

engagement of panic button. 

ï fatigue management ς monitor and manage the distance and length of trips. 

ï monitor and measure driving behaviour ς make informed decisions regarding driver 

education and training. 

ï geo-fencing and landmark management ς access reports and geo-fenced locations, such as 

sensitive locations and environmentally protected areas 

                                                                                       

45  ¢ƘŜ .ŜƴǘƭŜȅ ŘŜǇƻǘ ǿŀǎ ǊŜŀŎƘƛƴƎ ŜƴŘ ƻŦ ƭŜŀǎŜ ǿƘƛŎƘ ǇǊƻǾƛŘŜŘ ŦƻǊ ŀ ƎǊŜŀǘ ƻǇǇƻǊǘǳƴƛǘȅ ǘƻ ǊŜŀƭƛǎŜ ŘƻǿƴǎƛȊƛƴƎ ŜŦŦƛŎƛŜƴŎƛŜǎΦ 

46  [ƛƎƘǘ ŦƭŜŜǘ όǿŜƛƎƘƛƴƎ ƭŜǎǎ ǘƘŀƴ оΦр ǘƻƴƴŜǎύ ǿƛƭƭ ōŜ ƻǿƴŜŘ ŀƴŘ ƳŀƴŀƎŜŘ ōȅ ²ŜǎǘŜǊƴ tƻǿŜǊǎ ǾŜƘƛŎƭŜ ƭŜŀǎƛƴƎ ǇŀǊǘƴŜǊ /ǳǎǘƻƳ 

CƭŜŜǘΣ ŎƻƳƳŜƴŎƛƴƎ !ǳƎǳǎǘ нлмтΦ 

47  ¢ŜƭŜƳŀǘƛŎǎ ǇǊƻǾƛŘŜǎ ǘƘŜ ƻǇǘƛƻƴ ǘƻ ǳǎŜ ǎƳŀǊǘ ǘŜŎƘƴƻƭƻƎȅ ŜƴŀōƭƛƴƎ ōŜǘǘŜǊ ŦƭŜŜǘ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ƛƳǇǊƻǾŜ ŘǊƛǾŜǊ ǎŀŦŜǘȅΦ 
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ï installing reversing cameras to reduces Spotter requirements for reversing, parking and 

hooking up trailers as well as reducing potential accidents 

· conductor sampling and management - by improving our knowledge and understanding of the 

current condition, aging characteristics and remaining life of our conductor assets we are then 

able to better influence our decision making, planning and delivery. This targeted strategy is 

anticipated to deliver $15 million recurring savings per year from 2016/17 financial year.  

5.2.1 AA3 operating expenditure 

174. Operating costs during the AA3 period were around $112 million lower than forecast (see Figure 5.2). This 

is due to efficiencies achieved throughout the business, including those driven by the Business 
Transformation Program. 

Figure 5.2: Comparison of AA3 forecast and actual opex, $ million real at 30 June 2017 

 

175. Opex efficiency initiatives arising from the Business Transformation Program include: 

· standardising depot tasks ς by changing our scheduling approach, we have reduced the size of 

work crews that are sent to jobs (depending on the work activity). This reduces the operating cost 

per job, while also freeing up resources to undertake work elsewhere. This program has achieved 

$3 million of savings during 2016/17 and is expected to deliver around $8 million of recurring 

savings from 2017/18 onwards 

· updated vegetation management strategy ς we have adopted a risk-based approach to 

vegetation management across both the transmission and distribution lines, including 

investigation of alternative vegetation management practices and treatment options. This 

program has delivered $5 million worth of savings during 2015/16 and is expected to deliver 

around $10 million recurring savings per annum from 2016/17 onwards 

· HR solutions centre ς we have launched the self-service portal whereby employees have access 

to more automated information and online processing which has increased efficiencies across all 

 -

 100.0

 200.0

 300.0

 400.0

 500.0

 600.0

12/13 13/14 14/15 15/16 16/17

$
 m

ill
io

n
 r

e
a

l a
t 
3
0
 J

u
n

e
 2

0
1
7

AA3 Actual: recurrent AA3 Actual: non-recurrent AA3 Forecast



 

EDM#43728581 

Page 52 

areas of the business. The program has achieved $3 million of savings during 2016/17 and is 

expected to deliver around $4 million recurring savings from 2017/18 onwards.  

176. Further examples of opex efficiencies achieved (and forecast) via the Business Transformation Program are 

provided in Chapter 7. 

5.2.2 AA3 capital expenditure 

177. Over the five-year period 2012/13 to 2016/17, Western Power invested $4,794 million in capital 

expenditure compared to a forecast $6,162 million. Figure 5.3 provides a comparison of actual and forecast 
capex over the AA3 period. 

Figure 5.3: Comparison of AA3 forecast and actual capex, $ million real at 30 June 2017 

 

178. Actual capital investment over the AA3 period is 22 per cent less than that forecast for AA3, driven by: 

· our risk based approach to asset management, based on the likelihood and consequence of 

individual asset failure where investment is prioritised to address assets at the highest risk of 

failure and greatest consequence. This maturing and innovative approach to asset management 

reflects industry best practice and has delivered network management savings across a number 

of capital expenditure categories 

· a fresh approach to continuous improvement that lead to our Business Transformation 

Program, which has identified a number of process improvements and efficiency initiatives 

· efficiently minimising costs through our approach to cost estimation, our works optimisation 

process, our procurement practices and the competitive tendering of our expenditure delivered 

by external parties 

· optimising investment solutions by considering alternative options in place of like for like asset 

replacement of existing network assets, such as network reconfiguration enabling load transfer 

· a slowdown in the growth rate of peak demand following eight-years of reasonably strong 

growth  
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· a reduction in customer-driven work compared to what was forecast due to weakened 

economic conditions and a significant slowdown in the growth of the mining sector in Western 

Australia.  

179. Notably, $1,186 million (or 87 per cent) of the less-than-forecast investment during the AA3 period was in 

the growth and pole management expenditure categories, which are subject to the investment adjustment 

mechanism (IAM). This mechanism ensures that where Western Power does not spend as much as forecast 

in these expenditure categories, the revenue associated with this amount is returned to customers in the 

next access arrangement period. Through the IAM we will return $39.5 million (in net present value terms 
as at 30 June 2017) to customers during the AA4 period. 

180. Table 5.3 shows actual capital investment compared to forecast by regulatory category. 

Table 5.3: AA3 total capital expenditure ς major capital projects and programs, $ million real at 

30 June 2017 

Expenditure category Forecast Actual $ variance % variance 

Transmission 

Asset replacement and renewal 177.0 185.8 8.8 5.0% 

Growth 1,372.7 564.2 -808.5 -58.9% 

Compliance 140.4 112.4 -28.0 -20.0% 

Improvement in service 83.2 60.2 -23.0 -27.2% 

Transmission total 1,773.2 922.5 -850.7 -48.0% 

Distribution 

Asset replacement and renewal 1,750.2 1,810.1 59.9 3.4% 

Growth 1,847.9 1,484.3 -363.6 -19.7% 

Compliance 443.5 325.5 -118.0 -26.6% 

Improvement in service 35.8 24.6 -11.2 -31.4% 

Distribution total 4,077.4 3,644.5 -433.0 -10.6% 

Corporate total 311.5 226.9 -84.7 -27.2% 

AA3 total capital expenditure 6,162.2 4,793.8 -1,368.4 -22.2% 

5.2.2.1 Transmission network outcomes 

181. Western Power invested $564 million in transmission growth projects to expand the capacity of the 

transmission network to help us to meet growth in demand and connect new customers. This represented 
61 per cent of the total AA3 transmission capital investment and included:  

· delivery ƻŦ ƻƴŜ ƻŦ !ǳǎǘǊŀƭƛŀΩǎ ƭŀǊƎest transmission projects ς the Mid-West Energy Project. This 

involved the construction of a 330 kV double circuit transmission line from Pinjar to Eneabba, 
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enabling the connection of mining projects and electricity generators including wind farms in 

the Mid-West region. 

· established a number of new substations to accommodate increasing demand and create 

additional feeder capacity to allow for load growth, additional distribution transfer capacity, and 

connection of new large customers  

· connected major customer loads and additional generation capacity across the Western Power 

network. 

182. We also invested $358 million in transmission non-growth activities. This investment generally related to 

maintaining the provision of covered services to existing customers to ensure the ongoing safe and reliable 
operation of transmission assets.  

5.2.2.2 Distribution network outcomes 

183. During the AA3 period, Western Power invested $1,484 million on distribution growth projects to expand 

the capacity of the distribution network to meet growth in demand and connect new customers. This 

represented 41 per cent of the total investment in distribution capital activities and included: 

· connecting 129,682 new customers to the distribution network increasing total customers 

connected by approximately 12 per cent to more than 1.1 million customers  

· installing new feeders and reinforcing existing feeders to increase capacity, reduce feeder peak 

loading and reduce the risk of long duration outages. 

184. We invested the remaining 59 per cent or $2,160 million on distribution non-growth activities including: 

· replacing 82,114 and reinforcing 188,009 distribution poles predominantly in rural areas in 

accordance with the EnergySafety Order 01-2009 to address urgent safety risks associated with 

the ageing wood pole network with the Director of Energy Safety stating that EnergySafety is 

satisfied that Western Power has complied with the Order as at 31 December 201548 

· replaced 278,339 overhead service connections and successfully concluded a six-year long 

safety driven program to remove all known streetlight switchwire from the network, reducing 

the safety risk to the public 

· completed State Underground Power Program (SUPP) projects in partnership with the State 

Government and local governments in a number of metro and rural locations 

· installed 145,516 meters for new connections and replaced 179,509 existing meters as part of 

network maintenance and customer requested services 

· replaced 2,283 km of deteriorated overhead lines, reducing the number of unassisted failures  

· commenced standalone power systems trial in Ravensthorpe area. 

5.2.2.3 Corporate expenditure outcomes 

185. In AA3 we invested $227 million on corporate support activities, including the following IT investments to 

improve the effectiveness of key operational processes and work practices: 

· field mobility services, which provided a mobile solution to the field workforce for distribution 

asset maintenance work to support the capture of work status and asset data, enabling real 

                                                                                       

48 tŀƎŜ пΣ hǊŘŜǊ bƻΦ лмπнллф wŜǾƛŜǿ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ /ƻƳǇƭƛŀƴŎŜΣ 9ƴŜǊƎȅ{ŀŦŜǘȅΣ мл WǳƴŜ нлмсΦ 
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time updates to enterprise systems, resulting in enhanced data management and process 

efficiency 

· the Network Risk Management Tool, which extended previous development of an 

analytics-based approach to providing risk scores for distribution assets, considering both 

likelihood and consequence of failure, resulting in better investment decisions and capital 

management 

· a holistic inspection and scoping strategy for distribution assets, to combine inspection and 

scoping of remediation work and the capture of access information in the same visit, and 

automation of the process for identifying specific assets requiring work, as well as the process 

for creating executable work orders 

· an enhanced process for specifying planned work on individual distribution assets, by adopting 

the same logic as the previous initiative to provide a medium-term view (up to two years ahead) 

to correlate planned work against assets. 

186. Key depot facilities were upgraded in order to comply with legislative requirements and meet the 

operational needs of the business. This included rationalisation of facilities including relocation of the 

vehicle maintenance facility from Perth Airport depot to Kewdale, relocation of functions from Bentley 
depot to Balcatta and Jandakot, and closure the of Perth Airport and Bentley leased depots. 

187. We also completed the construction of a bespoke pole break test facility to assist in the management of 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇƻƭŜ ƴŜǘǿƻǊƪΦ The test facility supports the strategic management of wood poles through 

a better understanding of pole behaviour and how they degrade with age, which contributes to optimised 

replacement and reinforcement works. 

188. Further discussion on capex during the AA3 period, including reasons for variance from forecast, is provided 

in the AA3 Capital Expenditure Report (see Attachment 5.1). Further information is available in the AA3 
Capital Expenditure Variance Analysis Report provided at Confidential Attachment 5.2. 

5.3 Service standard performance 

189. Western Power operates under a revenue cap form of regulation. Revenue cap regulation provides 

certainty of revenue, and offers customers some certainty around network prices. A revenue cap is often 

accompanied by a service standard incentive scheme to ensure that services are not compromised in the 

pursuit of incentives to reducŜ ŎƻǎǘǎΦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƛƴŎŜƴǘƛǾŜ ƳŜŎƘŀƴƛǎƳǎ ƘŀǾŜ ōŜŜƴ ŘŜǎƛƎƴŜŘ ǘƻ 

penalise a decline in performance, but also provides an incentive to improve service where it is valued by 

customers. 

190. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ŀŎŎƻǳƴǘǎ ŦƻǊ ǎŜǊǾƛŎŜ ǎǘŀƴŘŀǊŘ ǇŜǊŦƻrmance in two key elements: 

1. service standard benchmarks (SSB) ς compliance targets set at minimum service levels that must 

be achieved. There are no financial rewards or penalties associated with SSB performance 

2. the service standard adjustment mechanism (SSAM) ς the financial incentive scheme to provide 

Western Power with rewards and/or penalties for performance against service standard targets 

(SST). 

191. The service performance measures in the AA3 incentive scheme cover: 

· reliability of electricity supply in the distribution and transmission networks, which measures 

the frequency and duration of network interruptions experienced by customers 
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· security of electricity supply, which measures the percentage of time transmission circuits are 

available 

· customer service, which measures how well the business engages with customers in relation to 

non-technical services including such things as call centre performance, notification of planned 

outages and timely streetlight repairs. 

192. Measures in the incentive framework must directly relate to one or more of the reference services 

provided to customers. Measures should provide information that is meaningful to customers, and be an 

accurate reflection of actual performance. 

193. During the AA3 period, Western Power achieved 17 out of 17 SSBs in two out of five years, while achieving 

16 out of 17 in the other three. Figure 5.4 provides a summary of performance against SSBs. 
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Figure 5.4: ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƎŀƛƴǎǘ !!о {{.ǎ 

  

Notes: 

(1) SMI = system minutes interrupted, LoSEF= loss of supply event frequency, SAIDI = system average interruption duration index, 
SAIFI = system average interruption frequency index 

194. Service performance generally improved over the AA3 period. The SSAM, which presents a more detailed 
picture of service performance, shows that Western Power exceeded most SSTs during the AA3 period. 
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195. Unlike the SSB framework (which is a measure of compliance), the SSAM provides rewards/penalties for 

service improvement/degradation measured against the SSTs set at the beginning of the access 

arrangement period. The framework is set to allow the network business to accrue rewards or penalties 

against each measure each year, culminating in a net reward or penalty to be added/subtracted from target 

revenue in the following access arrangement period. Figure 5.5 sƘƻǿǎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇŜǊŦƻǊƳŀƴŎŜ 
against the 14 measures49 included in the SSAM. 

Figure 5.5: ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƎŀƛƴǎǘ !!о {{¢ǎ  

   

196. The AA3 SSAM was designed so that, on average, performance would exceed the SST 50 per cent of the 

time, and fall below the SST 50 per cent of the time, the net outcome being that overall service levels are 

maintained. 

                                                                                       

49  ¢ƘŜ ǎȅǎǘŜƳ ƳƛƴǳǘŜǎ ƛƴǘŜǊǊǳǇǘŜŘ ƳŜǎƘŜŘ ŀƴŘ ǘǿƻ ǎǘǊŜŜǘƭƛƎƘǘ ƳŜŀǎǳǊŜǎ ǘƘŀǘ ŦŜŀǘǳǊŜ ƛƴ ǘƘŜ {{. ŦǊŀƳŜǿƻǊƪ ŀǊŜ ƴƻǘ ƛƴŎƭǳŘŜŘ ƛƴ 

ǘƘŜ {{!aΦ 
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197. As per the SSAM design, Western Power incurred a combination of rewards and penalties against each SST 

over the course of the AA3 period. However, performance exceeded the SST more often than 50 per cent of 

the time for 11 of the 14 measures. The net result is that customers benefitted from overall service 

improvement in most areas of the network, with rural long feeders being the exception. Rural long SAIFI 

has improved in the final two years of the AA3 period, meaning customers on these feeders are generally 
experiencing fewer outages today than they were at the beginning of the AA3 period. 

198. Our strong performance against service incentives results in a net financial reward under the SSAM of 

$252 million (in present value terms), to be added to target revenue for the AA4 period. Details of the 
SSAM calculation, including penalties/rewards incurred each year, is provided in Chapter 10. 

199. The following sections provide a summary of how Western Power has performed during the AA3 period in 
the following areas of customer service: 

· reliability of electricity supply 

· security of electricity supply 

· call centre performance 

· street light repair 

· public safety. 

200. Note public safety does not feature in the service incentive framework, but is a key indicator of a network 

ōǳǎƛƴŜǎǎΩ ǇŜǊŦƻǊƳŀƴŎŜΦ In addition, Western Power also reports and publishes network safety statistics on 

a quarterly basis under regulation 32 of the Electricity (Network Safety) Regulations 2015, which require 

Western Power to publish outcomes for the network safety performance incident types specified under 
regulation 31 of the Electricity (Network Safety) Regulations 2015.  

5.3.1 Reliability of electricity supply in the distribution network 

201. Western Power has improved reliability of electricity supply in the distribution network over the course of 

the AA3 period and has performed significantly better than targeted levels in most areas of the network. 

202. Reliability is usually described in terms of the duration and frequency of a supply outage. This is measured 

by the System Average Interruption Duration Index (SAIDI) and the System Average Interruption Frequency 
Index (SAIFI).  

203. Figure 5.6 to Figure 5.13 shows performance in relation to the duration (SAIDI) and frequency (SAIFI) of 

outages on each of the four distribution feeder types (CBD, urban, rural short, rural long). Note, a lower 
number represents an improvement in service for these measures. 
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Figure 5.6: Distribution network reliability, SAIDI ς CBD  

 

Figure 5.7: Distribution network reliability, SAIFI ς CBD 

 

204. SAIDI and SAIFI within the CBD has been tracking within the SSB, reflecting the high levels of reliability in 

this part of the network. As per the SSAM design, performance has fluctuated above and below the SST 

over the course of the AA3 period. Underground cable failures in 2013/14 contributed to an increase in 
SAIDI and SAIFI mid-AA3 period, however overall performance was in line with targets. 
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Figure 5.8: Distribution network reliability, SAIDI ς urban 

 

Figure 5.9: Distribution network reliability, SAIFI ς urban 

 

205. SAIDI and SAIFI in urban areas of the network have been consistently better than the SST. The high 

performance is due to the ongoing works and vegetation management program, combined with favourable 

weather and a lower than expected number of vehicles and fauna coming into contact with the network. 
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Figure 5.10: Distribution network reliability, SAIDI ς rural short 

 

Figure 5.11: Distribution network reliability, SAIFI ς rural short 

 

206. As per urban areas of the network, reliability performance on rural short feeders has been good, and 
consistently better than the SST.  
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Figure 5.12: Distribution network reliability, SAIDI ς rural long 

 

Figure 5.13: Distribution network reliability, SAIFI ς rural long 

 

207. Reliability on rural long feeders has generally been better than the SSB throughout the period. SAIDI rural 

long performance has been better than the SSB in all five years. Despite the spikes in SAIDI in October 2013 

and February 2015, the rolling average duration of interruptions at year end has been within the minimum 

standards. The frequency (SAIFI) of outages on rural long feeders was worse than the SSB in 2012/13 and 
2013/14, due to adverse weather conditions.  
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208. Performance compared to SST for both SAIDI and SAIFI has been worse than the target in most years. This 

is because feeders in rural areas tend to be more exposed to lightning and incidents of birds and other 

animals contacting overhead assets than feeders located in urban areas. Rural long feeders also tend to 

have low levels of redundancy, providing less opportunity to re-route power while repairs are being carried 

out. 

209. Rural long reliability improved towards the end of the AA3 period. In 2015/16 and 2016/17 rural long SAIFI 

ǎǳǊǇŀǎǎŜŘ ǘƘŜ {{. ŀƴŘ {{¢Φ ¢Ƙƛǎ ƛǎ ŘǳŜ ǘƻ ²ŜǎǘŜǊƴ tƻǿŜǊ ŎƻƳƳŜƴŎƛƴƎ ƛǘǎ ΨƘƻǘǎǇƻǘΩ approach, which 

identifies and targets the poorer performing areas of the distribution network. In 2015/16 there was a 

concerted effort to improve rural long SAIFI performance by increasing activities such as insulator siliconing 

and improving vegetation management. Continued high levels of maintenance activity in rural areas will be 

required during the AA4 period if the business is to meet its SAIDI and SAIFI rural long targets.  

210. Detailed commentary on SAIDI and SAIFI performance during the AA3 period, including causes of outages, 

and remedial activities, is provided in Western PowŜǊΩǎ нлмнκмо ǘƻ нлмсκмт ŀƴƴǳŀƭ {ŜǊǾƛŎŜ {ǘŀƴŘŀǊŘ 
Performance RŜǇƻǊǘǎΣ ŀǾŀƛƭŀōƭŜ ƻƴ ǘƘŜ 9w!Ωǎ ǿŜōǎƛǘŜΦ 

5.3.2 Reliability of electricity supply in the transmission network 

211. Reliability performance in the transmission network has generally been strong. We achieved all 

transmission SSBs in every year except 2015/16, where the failure of two transformers at Muja meant we 

did not achieve the average outage duration SSB that year. Performance against SSTs was mixed, with net 
performance over the AA3 period in four out of five transmission measures being higher than the target. 

212. The reliability of the transmission network is monitored in terms of duration and frequency, however, the 

measures are different to those used on the distribution network. The duration of outages is measured as 

system minutes interrupted on meshed and on radial50 networks and an average outage duration measure. 

The frequency of outages is covered by two measures: one that records the loss of supply event frequency 

of duration longer than 0.1 system minute but less than or equal to 1 minute and one that records loss of 
supply events longer than 1 system minute. 

213. Figure 5.14 to Figure 5.18 shows our performance in relation to the five transmission reliability measures. 
Note a lower number represents an improvement in service for these measures. 

                                                                                       

50  aŜǎƘŜŘ ƴŜǘǿƻǊƪǎ ŀǊŜ ǿƘŜǊŜ ǘƘŜǊŜ ƛǎ ŀ ƘƛƎƘ ƭŜǾŜƭ ƻŦ ƛƴǘŜǊŎƻƴƴŜŎǘƛǾƛǘȅ ƛƴ ǘƘŜ ƎǊƛŘΣ ŀƭƭƻǿƛƴƎ ŎƻƴƴŜŎǘƛƻƴ ǘƻ ƳǳƭǘƛǇƭŜ ƎŜƴŜǊŀǘƛƻƴ 
ǎƻǳǊŎŜǎΦ aŜǎƘŜŘ ƴŜǘǿƻǊƪǎ ǘȅǇƛŎŀƭƭȅ ƘŀǾŜ ŀ ƘƛƎƘ ƭŜǾŜƭ ƻŦ ǊŜŘǳƴŘŀƴŎȅΣ ƳŜŀƴƛƴƎ ǇƻǿŜǊ Ŏŀƴ ōŜ ǊŜπǊƻǳǘŜŘ ǿƘƛƭŜ Ŧŀǳƭǘǎ ŀǊŜ 

ǊŜǇŀƛǊŜŘΦ wŀŘƛŀƭ ƴŜǘǿƻǊƪǎ ƘŀǾŜ ŀ ǎƛƳǇƭŜǊ ŘŜǎƛƎƴΣ ǿƘŜǊŜ ŜƭŜŎǘǊƛŎƛǘȅ ŦǊƻƳ ŀ ƭŀǊƎŜ ǎƛƴƎƭŜ ǎǳǇǇƭȅ ǊŀŘƛŀǘŜǎ ƻǳǘ ǘƻ ǇǊƻƎǊŜǎǎƛǾŜƭȅ 

ƭƻǿŜǊ ǾƻƭǘŀƎŜ ƭƛƴŜǎΦ wŜŘǳƴŘŀƴŎȅ ƭŜǾŜƭǎ ǘŜƴŘ ǘƻ ōŜ ƭƻǿŜǊ ǘƘŀƴ ƛƴ ƳŜǎƘŜŘ ƴŜǘǿƻǊƪΣ ŀƴŘ Ŧŀǳƭǘǎ Ŏŀƴ ǊŜǎǳƭǘ ƛƴ ƭƻƴƎŜǊ ƻǳǘŀƎŜǎΦ 
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Figure 5.14: Transmission network reliability, loss of event supply frequency >0.1 and Җ1.0 

 

Figure 5.15: Transmission network reliability, loss of event supply frequency >1 

 

214. All SSBs relating to loss of event supply frequency have been achieved each year. Performance against the 

SSTs has also been good. Loss of event supply frequency >0.1 has generally tracked better than SST and 

represents an improvement compared to the AA2 period. 
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Figure 5.16: Transmission network reliability, system minutes interrupted meshed 

 

Figure 5.17: Transmission network reliability, system minutes interrupted radial 

 

215. System minutes interrupted radial and system minutes interrupted meshed51 performance has been better 

than the SSB throughout the AA3 period. As per the SSAM design, system minutes interrupted radial 

performance has fluctuated above and below the SST. However, overall system minutes interrupted 

                                                                                       

51  bƻǘŜ ǎȅǎǘŜƳ ƳƛƴǳǘŜǎ ƛƴǘŜǊǊǳǇǘŜŘ ƳŜǎƘŜŘ Ƙŀǎ ŀƴ {{. ōǳǘ ƛǎ ƴƻǘ ǇŀǊǘ ƻŦ ǘƘŜ {{!a ŀƴŘ ǘƘŜǊŜŦƻǊŜ Ƙŀǎ ƴƻ {{¢Φ 
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meshed reliability has been good, resulting in net financial reward under the SSAM at the end of the AA3 

period. 

Figure 5.18: Transmission network reliability, average outage duration 

 

216. Performance against the average outage duration SST has been lower than the target in four out of five 

years. However, the business has achieved the SSB in every year except one (due to the Muja transformer 
failures in 2014/15). 

217. On the whole, transmission reliability during the AA3 period has been good. We have also introduced 

improvements to our planned outages scheduling process, which should help reduce average outage 
duration.  

218. Detailed commentary on loss of event supply frequency, system minutes interrupted and average outage 

ŘǳǊŀǘƛƻƴ ǇŜǊŦƻǊƳŀƴŎŜ ŘǳǊƛƴƎ ǘƘŜ !!о ǇŜǊƛƻŘΣ ƛǎ ǇǊƻǾƛŘŜŘ ƛƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ нлмнκмо ǘƻ нлмсκмт ŀƴƴǳŀƭ 
Service Standard Performance wŜǇƻǊǘǎΣ ŀǾŀƛƭŀōƭŜ ƻƴ ǘƘŜ 9w!Ωǎ ǿŜōǎƛǘŜΦ 

5.3.3 Security of electricity supply 

219. Security of electricity supply is measured by the percentage of time that transmission circuits are available. 

The likelihood of an interruption on the transmission network increases when circuits are not available. 

During the AA3 period, circuit availability was higher than during the AA2 period (see Figure 5.19). Note a 

higher number represents an improvement in service for this measure. 
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Figure 5.19: Transmission network security, circuit availability 

 

220. Circuit availability is directly related to the capital works program. The larger the capital works program, the 

more planned outages of transmission circuits are required to deliver the work and the lower the circuit 

availability. During the AA3 period, the transmission capital works program was considerably lower than 

forecast, primarily due to the flattening of demand growth and with it a reduced need for capacity 

expansion. Western Power also commenced its whole of business efficiency review and subsequent 

Business Transformation Project, which meant a number of proposed work programs were either re-scoped 

or deferred, therefore overall circuit availability was high. 

5.3.4 Call centre 

221. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ call centre performance has improved throughout the AA3 period. We receive 

approximately two million calls from customers per annum with 90 per cent or more of these calls 

responded to within 30 seconds. Figure 5.20 shows our call centre performance over the AA3 period. Note 

a higher number represents an improvement in service for this measure. 
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Figure 5.20: Call centre, percentage of calls responded in <30 seconds 

 

222. ²ŜǎǘŜǊ tƻǿŜǊΩǎ ŀōƛƭƛǘȅ ǘƻ ǊŜǎǇƻƴŘ ǘƻ ŎǳǎǘƻƳŜǊ Ŏŀƭƭǎ Ƙŀǎ ōŜŜƴ ŜƴƘŀƴŎŜŘ ŘǳǊƛƴƎ ǘƘŜ !!о ǇŜǊƛƻŘ ŘǳŜ ǘƻ 

greater use of communication channels, such as social media and the Western Power website. Our aim is to 

offer customers better access to online channels, increasing our level of customer interaction (and 

therefore timely reporting of faults) while reducing the number of telephone calls we receive. 

5.3.5 Street light repair times 

223. Street light repair times were fairly stable during the AA3 period and were an improvement on prior access 

arrangement periods. Western Power is required to repair any faulty street light within five days (on 

average) of the fault being reported/detected in the metropolitan area and within nine days (on average) in 

remote and rural towns. 

224. Figure 5.21 and Figure 5.22 show our street light repair time performance over the AA3 period. Note a 

lower number represents an improvement in service for these measures. 
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Figure 5.21: Street lights, metropolitan repair times 

 

 Figure 5.22:  Street lights, regional repair times 

 

225. Street light repair times have been very good throughout the AA3 period, far exceeding the SSB52. This is a 

result of the proactive street light globe replacement program, which commenced during the AA2 period, 

ŀƴŘ ŎƻƴǘƛƴǳŜŘ ǳƴǘƛƭ нлмпκмрΦ !ǎ ǇŀǊǘ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ōǳǎƛƴŜǎǎ ǊŜǾƛŜǿΣ ƛƴ нлмрκмс ǘƘŜ ǎǘǊŜŜǘ ƭƛƎƘǘ ǊŜǇŀƛǊ 

approach was re-evaluated and changed to a predominantly reactive replacement approach managed by 

                                                                                       

52  bƻǘŜ ǎǘǊŜŜǘ ƭƛƎƘǘ ǊŜǇŀƛǊ ǘƛƳŜǎ Řƻ ƴƻǘ ŦŜŀǘǳǊŜ ƛƴ ǘƘŜ {{!a ŀƴŘ ǘƘŜǊŜŦƻǊŜ ƘŀǾŜ ƴƻ ŦƛƴŀƴŎƛŀƭ ǊŜǿŀǊŘǎ ŀƴŘ ǇŜƴŀƭǘƛŜǎ ŀǘǘǊƛōǳǘŜŘ ǘƻ 
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Western Power internal crews rather than external contractors. This change has helped reduce street light 

repair costs, while still remaining well within the SSB. 

5.3.6  Safety performance 

226. Safety performance has improved throughout the AA3 period. Public impact incidents53 reduced from an 
average of 0.8 per month in 2012/13 to 0.3 per month in 2016/17 (see Figure 5.23).54 

Figure 5.23: Public impact incidents 

 

227. We introduced the public impact incidents measure in 2015/16 as part of our continually improving 

risk-based asset management approach.55 The measure allows us to identify incidents that have resulted in 

a major consequence, and direct investment in areas that will mitigate these incidents and provide a 
greater benefit to the community.  

228. Our key safety programs of pole management, conductor management, bushfire management and 

connection management have seen significant investment in the treatment of wood poles and the 

replacement of overhead distribution conductors in high population or high fire risks zones where the 
consequence of failure was considered significant. 

229. Our total recordable injury frequency rate (TRIFR) also improved over the AA3 period, falling from 9.8 at 
the end of the AA2 period to 3.2 in 2016/17 (see Figure 5.24). 

                                                                                       

53  ¢ƘŜ ǇǳōƭƛŎ ƛƳǇŀŎǘ YtL ƛǎ ŀ мн ƳƻƴǘƘ ǊƻƭƭƛƴƎ ŀǾŜǊŀƎŜ ƻŦ ǘƘŜ ƴǳƳōŜǊ ƻŦ ƛƴŎƛŘŜƴǘǎ ǇŜǊ ƳƻƴǘƘ ǘƘŀǘ ƘŀǾŜ ǊŜǎǳƭǘŜŘ ƛƴ ϷнлΣллл 

ŘŀƳŀƎŜ ǘƻ ǇǳōƭƛŎ ǇǊƻǇŜǊǘȅ ƻǊ ǇǳōƭƛŎ ƛƴƧǳǊȅ όǊŜǉǳƛǊƛƴƎ ƳŜŘƛŎŀƭ ǘǊŜŀǘƳŜƴǘύΣ ǿƘŜǊŜ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ŎŀǳǎŜ ƻŦ ǘƘŜ ƛƴŎƛŘŜƴǘ ƛǎ 
ŀǘǘǊƛōǳǘŜŘ ǘƻ ƴŜǘǿƻǊƪ ŀǎǎŜǘǎΣ ǿƻǊƪŦƻǊŎŜ ŀŎǘƛƻƴǎ ƻǊ ǘƘƛǊŘ ǇŀǊǘȅ ŀŎǘƛƻƴǎΣ ǿƘŜǊŜ ǘƘŜ ƴŜǘǿƻǊƪ ǿŀǎ ŦƻǳƴŘ ǘƻ ōŜ ǎǳōǎǘŀƴŘŀǊŘΦ 

54  ¢ƘŜ ǇǳōƭƛŎ ƛƳǇŀŎǘ YtL ǿŀǎ ƛƴǘǊƻŘǳŎŜŘ ƛƴ нлмрκмсΣ ǿƛǘƘ Řŀǘŀ ŎŀƭŎǳƭŀǘŜŘ ǊŜǘǊƻǎǇŜŎǘƛǾŜƭȅ ŦƻǊ ǘƘŜ ǘǿƻ ȅŜŀǊǎ ǇǊƛƻǊΦ LƴǎǳŦŦƛŎƛŜƴǘ Řŀǘŀ 

ƛǎ ŀǾŀƛƭŀōƭŜ ŦƻǊ нлмнκмо ǇǊƻǾƛŘŜ ŀ ǊŜƭƛŀōƭŜ ŎƻƳǇŀǊƛǎƻƴΦ 

55  tǊŜǾƛƻǳǎƭȅΣ ²ŜǎǘŜǊƴ tƻǿŜǊ ǊŜǇƻǊǘŜŘ ŀ ΨǇǳōƭƛŎ ǎŀŦŜǘȅ ƛƴŎƛŘŜƴǘǎΩ ƳŜŀǎǳǊŜΣ ǿƘƛŎƘ ǊŜŎƻǊŘŜŘ ŀƭƭ ǇǳōƭƛŎ ǎŀŦŜǘȅ ƛƴŎƛŘŜƴǘǎ ōǳǘ ŘƛŘ ƴƻǘ 

ŎŀǇǘǳǊŜ ǘƘŜ ǾŀƭǳŜ ƻŦ ŘŀƳŀƎŜ ƻǊ ǎŜǾŜǊƛǘȅ ƻŦ ƘŀǊƳ ŎŀǳǎŜŘ ōȅ ǘƘŜ ƛƴŎƛŘŜƴǘΦ ¢ƘŜ ƴŜǿ ǇǳōƭƛŎ ƛƳǇŀŎǘ YtL ƛǎ ŘŜǎƛƎƴŜŘ ǘƻ ŎŀǇǘǳǊŜ 

ŀŎǘǳŀƭ ƭƻǎǎ ǘƻ ǘƘŜ ǇǳōƭƛŎΣ ŀƴŘ ƘŜƭǇǎ ǘƻ ǉǳŀƴǘƛŦȅ ǘƘŜ Ǌƛǎƪ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ƛƴŎƛŘŜƴǘǎ ŀƴŘ ƴŜǘǿƻǊƪ ŀǎǎŜǘǎΦ 
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Figure 5.24: Total recordable injury frequency rate 

 

230. In 2016, we introduced a Step Change Performance Improvement Strategy to ensure health and safety is 

embedded in our leadership, cultural behaviour and business processes. All business leaders and 

supervisors took part in a Leading the Way in Safety program, identifying actions to improve safety 

performance including a renewed focus on reporting hazards. This has driven the improving trend in safety 
performance over the AA3 period and included the following key initiatives: 

· Golden Safety Rules ς a set of critical controls targeting nine high risk activities specific to our 

business, aimed at preventing significant incidents 

· Workplace Risk Assessment Plans ς task specific plans used to identify hazards and put controls in 

place for high risk activities 

· Driver Risk Management System ς a framework to manage one of our highest risk activities by 

understanding driving behaviours and giving our people the tools and knowledge to become safer 

drivers. 
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6. Services, incentive schemes and adjustment mechanisms 

231. ¢Ƙƛǎ ŎƘŀǇǘŜǊ ǇǊƻǾƛŘŜǎ ŀƴ ƻǾŜǊǾƛŜǿ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎŜǊǾƛŎŜ ǎǘŀƴŘŀǊŘǎ ǇǊƻǇƻǎŜŘ ŦƻǊ !!пΦ Lǘ ŜȄǇƭŀƛƴǎ ǘƘŜ 

changes Western Power proposes for the AA4 period, which are designed to align the incentives with the 
service our customers value. 

232. This chapter lists the reference services to be delivered by Western Power, and the energy demand and 
customer number forecasts that underpin the forecast costs of providing those services. 

6.1 Overview of services and incentives proposal 

233. Western Power proposes to retain the same reference services as provided during the AA3 period, with the 
addition of four new reference services. These are listed below. 

· D1 - Time of use energy (residential) service 

· D2 - Time of use energy (business) service 

· D3 - Time of use demand (residential) service 

· D4 - Time of use demand (business) service. 

234. These new services are designed to give customers greater control over their electricity bills, and also help 

Western Power mitigate the need for costly capital investment to address the peak demand on the 
network. The tariffs associated with these new services are discussed in Chapter 11. 

235. The service standard framework establishes a minimum average level of service that customers should 

expect from a network business providing reference services. The framework also includes an incentive 

regime designed to promote cost efficiencies, without compromising the level of service, through financial 
rewards and penalties. 

236. ¢ƘŜ ƳŜŀǎǳǊŜ ƻŦ ŀ ōǳǎƛƴŜǎǎΩǎ ǎŜǊǾƛŎŜ ƭŜǾŜƭǎ ƛǎ ǘȅǇƛŎŀƭƭȅ ŘŜǘŜǊƳƛƴŜŘ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻΥ 

· reliability of supply ς the frequency and duration of network interruptions and provision of 

services (e.g. street lighting) experienced by customers 

· security of supply ς the ability of the network to withstand events without interrupting supply to 

customers 

· quality of supply ς the characteristics of the supply including such things as voltage changes and 

harmonic distortions 

· customer service ς how well the business engages with customers in relation to the non-technical 

services including, for example, call centre performance, notification of planned outages and 

timely street light repairs. 

237. Western Power has used customer insights to inform service level targets for the AA4 period. During the 

customer engagement program conducted during 2015 and 2016, customers told us they are generally 

satisfied with the overall service levels but believe a reliable source of electricity is essential for all 

customers, therefore we should focus investment on addressing localised reliability issues. They do not 
necessarily want Western Power to spend more money to improve network-wide reliability. 

238. Therefore, the service incentive framework proposed for the AA4 period is designed to consolidate the 

improvements made over the past five years, and maintain overall performance at the levels achieved at 

the end of the AA3 period. Some pockets of the network do experience poorer service than others, 
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particularly at the edge of the grid, therefore we will target investment to improve performance in those 

areas. However, our proposal is that the service incentive framework be designed to provide an incentive 
for Western Power to keep overall performance at current levels. 

239. In most cases the targets in the service incentive framework for the AA4 period will be set at higher 

standards than during AA3, and will therefore be harder to achieve. This is because performance against 

many of the service measures improved over the cƻǳǊǎŜ ƻŦ ǘƘŜ !!о ǇŜǊƛƻŘΣ ƳŜŀƴƛƴƎ ǘƻŘŀȅΩǎ ǎǘŀƴŘŀǊŘǎ ŀǊŜ 

higher than those set in 2012. 

240. We propose the size of the rewards available to the business will be smaller during the AA4 period. This, in 

combination with the harder targets, means Western Power has a strong incentive to maintain 

performance at current levels, and not specifically invest to raise performance and receive gains for 
improvements our customers have told us they do not consider necessary. 

Figure 6.1: Transition to AA4 

 

241. In summary, we propose to retain the same services, incentives and adjustment mechanisms framework 

that applied during the AA3 period, with the modifications listed in Figure 6.2. 
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Figure 6.2: Summary of the proposed changes to the services, incentive schemes and adjustment 

mechanisms framework for the AA4 period 

 

242. All other aspects of these incentive and adjustment mechanisms will remain unchanged from the AA3 
period. The reason and justification for the proposed amendments are discussed in the following sections. 

243. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǎŜǊǾƛŎŜ ǎǘŀƴŘŀǊŘ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴ the AA3 period is discussed in Chapter 5, and the 
associated adjustments to target revenue are provided in Chapter 10. 

6.2 Regulatory framework 

6.2.1 Services ς regulatory requirements 

244. The Access Code defines a covered service as: a service provided by means of a covered network, including: 

(a)  a connection service; or 

(b)  an entry service or exit service; or 
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(c)  a network use of system service; or 

(d)  a common service; or 

(e)  a service ancillary to a service listed in paragraphs (a) to (d) above, but does not 

include an excluded service. 

245. A covered service can be either a reference service or a non-reference service. A reference service is 
defined as: 

a covered service designated as a reference service in an access arrangement under 

section 5.1(a) for which there is a reference tariff, a standard access contract and service 

standard benchmarks. 

246. A non-reference service is defined as: a covered service that is not a reference service. 

247. An excluded service is one which is declared as an excluded service under sections 6.33 or 6.35 of the 

Access Code. To meet the Access Code requirements of an excluded service, the service must face sufficient 
competition and the cost of the service is able to be excluded for price control purposes.  

248. The ERA has not declared any services as excluded services under sections 6.33 to 6.37 of the Access Code. 

Further, Western Power does not propose to provide, or seek to have the ERA determine, any service as an 
excluded service in AA4. 

249. Sections 5.1 and 5.2 of the Access Code require Western Power to include in our access arrangement one 
or more reference services that apply as follows: 

5.1  An access arrangement must: 

(a)  specify one or more reference services under section 5.2 

5.2  An access arrangement must: 

(a)  specify at least one reference service; and 

(b)  specify a reference service for each covered service that is likely to be sought by 

either or both of: 

(i)  a significant number of users and applicants; or 

(ii)  a substantial proportion of the market for services in the covered network; 

and 

(c)  to the extent reasonably practicable, specify reference services in such a manner 

that a user or applicant is able to acquire by way of one or more reference services 

only those elements of a covered service that the user or applicant wishes to 

acquire; and 

(d)  for the Western Power Network τ specify one or more reference services such 

that there is both: 

(i)  a reference service which enables a user or applicant to acquire an entry 

service at a connection point without a need to acquire a corresponding exit 

service at another connection point; and 
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(ii)  a reference service which enables a user or applicant to acquire an exit 

service at a connection point without a need to acquire a corresponding 

entry service at another connection point. 

6.2.2 Minimum service standards ς regulatory requirements 

250. The Access Code requires Western Power to include in its access arrangement SSBs as follows: 

5.1  An access arrangement must: 

Χ 

(c)  include service standard benchmarks under section 5.6 for each reference service; 

5.6  A service standard benchmark for a reference service must be: 

(a)  reasonable; and 

(b) sufficiently detailed and complete to enable a user or applicant to determine the 

value represented by the reference service at the reference tariff. 

251. Western Power must provide services to its customers that at least meet the SSBs in accordance with 

section 11.1 of the Access Code, and report its performance against the SSBs to the ERA annually. 

11.1 A service provider must provide reference services at a service standard at least 

equivalent to the service standard benchmarks set out in the access arrangement and 

must provide non-reference services to a service standard at least equivalent to the 

service standard in the access contract. 

11.2 ¢ƘŜ !ǳǘƘƻǊƛǘȅ Ƴǳǎǘ ƳƻƴƛǘƻǊ ŀƴŘΣ ŀǘ ƭŜŀǎǘ ƻƴŎŜ ŜŀŎƘ ȅŜŀǊΣ ǇǳōƭƛǎƘ ŀ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊΩǎ 

actual service standard performance against the service standard benchmarks. 

6.2.3 Service standard adjustment mechanism ς regulatory requirements 

252. {ŜŎǘƛƻƴ сΦол ƻŦ ǘƘŜ !ŎŎŜǎǎ /ƻŘŜ ǊŜǉǳƛǊŜǎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ǘƻ Ŏƻƴǘŀƛƴ ŀ {{!aΦ {ŜŎǘƛƻƴǎ 
6.29 to 6.31 of the Access Code provides the following in relation to the SSAM: 

6.29 ! άǎŜǊǾƛŎŜ ǎǘŀƴŘŀǊŘǎ ŀŘƧǳǎǘƳŜƴǘ ƳŜŎƘŀƴƛǎƳέ ƛǎ ŀ ƳŜŎƘŀƴƛǎƳ ƛƴ ŀƴ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ 

ŘŜǘŀƛƭƛƴƎ Ƙƻǿ ǘƘŜ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŘǳǊƛƴƎ ǘƘŜ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ǇŜǊƛƻŘ 

against the service standard benchmarks is to be treated by the Authority at the next 

access arrangement review. 

6.30 An access arrangement must contain a service standards adjustment mechanism. 

6.31 A service standards adjustment mechanism must be: 

(a)  sufficiently detailed and complete to enable the Authority to apply the service 

standards adjustment mechanism at the next access arrangement review; and 

(b)  consistent with the Code objective. 
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6.2.4 Gain sharing mechanism ς regulatory requirements 

253. Under section 6.20 of the Access Code, ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳent is required to contain a GSM 
as follows:  

6.19  ! άƎŀƛƴ ǎƘŀǊƛƴƎ ƳŜŎƘŀƴƛǎƳέ ƛǎ ŀ ƳŜŎƘŀƴƛǎƳΥ 

(a)  in an access arrangement which the Authority must apply at the next access 

arrangement review to determine an amount to be included in the target revenue 

for one or more of the following access arrangement periods; and 

(b)  which operates as set out in sections 6.20 to 6.28. 

6.20  An access arrangement must contain a gain sharing mechanism unless the Authority 

determines that a gain sharing mechanism is not necessary to achieve the objective in 

section 6.4(a)(ii). 

254. Section 6.21 of the Access Code sets out the objective of the GSM as: 

(a)  achieving an equitable allocation over time between users and the service provider 

of innovation and efficiency gains in excess of efficiency and innovation 

benchmarks; and 

(b)  being objective, transparent, easy to administer and replicable from one access 

arrangement to the next; and 

(c)  giving the service provider an incentive to reduce costs or otherwise improve 

productivity in a way that is neutral in its effect on the timing of such initiatives. 

255. The efficiency and innovation benchmarks that are used to determine the above-benchmark surplus, and 

therefore any rewards under the gain sharing mechanism, are covered under sections 5.25 and 5.26 of the 
Access Code as follows: 

5.25  An access arrangement which contains a gain sharing mechanism must, and an access 

arrangement which does not contain a gain sharing mechanism may, contain efficiency 

and innovation benchmarks. 

5.26  Efficiency and innovation benchmarks must: 

(a)  if the access arrangement contains a gain sharing mechanism, be sufficiently 

detailed and complete to permit the Authority to make a determination under 

section 6.25 at the next access arrangement review; and 

(b)  ǇǊƻǾƛŘŜ ŀƴ ƻōƧŜŎǘƛǾŜ ǎǘŀƴŘŀǊŘ ŦƻǊ ŀǎǎŜǎǎƛƴƎ ǘƘŜ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊΩǎ ŜŦŦƛŎƛŜƴŎȅ ŀƴŘ 

innovation during the access arrangement period; and 

(c)  be reasonable. 

6.26 An above-benchmark surplus does not exist to the extent that a service provider achieved 

efficiency gains or innovation in excess of the efficiency and innovation benchmarks 

during the previous access arrangement period by failing to comply with section 11.1. 

6.2.5 Investment adjustment mechanism ς regulatory requirements 

256. Section 6.15 of the Access Code requires Western Power to include an investment adjustment mechanism 

(IAM), which adjusts revenue in future access arrangement periods for differences between forecast and 

actual capex. 
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6.15  If an access arrangement uses the form of price control described in section 6.2(a), then 

the access arrangement must contain an investment adjustment mechanism. 

257. Sections 6.16 to 6.18 of the Access Code provide further details in relation to the IAM. 

6.16  Without limiting the types of investment adjustment mechanism which may be 

contained in an access arrangement, an investment adjustment mechanism may provide 

that: 

(a)  adjustments are to be made to the target revenue for the next access 

arrangement in respect of the full extent of any investment difference; or 

(b)  no adjustment is to be made to the target revenue for the next access 

arrangement in respect of any investment difference. 

6.17  An investment adjustment mechanism must be: 

(a)  sufficiently detailed and complete to enable the Authority to apply the investment 

adjustment mechanism at the next access arrangement review; and 

(b)  without limiting this Code, consistent with the gain sharing mechanism (if any) in 

the access arrangement; 

(c)  consistent with the Code objective. 

6.18  An investment adjustment mechanism in an access arrangement applies at the next 

access arrangement review. 

6.2.6 Unforeseen events ς regulatory requirements 

258. Section 6.6 of the Access Code provides that costs incurred during an access arrangement period as the 

result of an unforeseen event can be recovered via an adjustment to target revenue in the next period. 

6.6  If:  

(a) during the previous access arrangement period, a service provider incurred capital-

related costs or non-capital costs as a result of a force majeure event; and 

(b)  the service provider was unable to, or is unlikely to be able to, recover some or all 

of the costs (άǳƴǊŜŎƻǾŜǊŜŘ Ŏƻǎǘǎέ) under its insurance policies; and 

(c)  at the time of the force majeure event the service provider had insurance to the 

standard of a reasonable and prudent person (as to the insurers and the type and 

level of insurance),  

then subject to section 6.8 an amount may be added to the target revenue for the 

covered network for the next access arrangement period in respect of the unrecovered 

costs. 

6.7  Nothing in section 6.6 requires the amount added under section 6.6 in respect of 

unrecovered costs to be equal to the amount of unrecovered costs.  

6.8  An amount must not be added under section 6.6 in respect of capital-related costs or 

non-capital costs, to the extent that they exceed the costs which would have been 

incurred by a service provider efficiently minimising costs. 
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6.2.7 Trigger events ς regulatory requirements 

259. Section 5.34 of the Access Code provides that an access arrangement can list a number of trigger events 

that allow the access arrangement to be re-opened. These may be events that would result in 

Western Power incurring materially higher or lower costs as a result of an event that has the potential to 
occur during the access arrangement period (for example energy sector reforms or a carbon tax). 

5.34  If it is consistent with the Code objective an access arrangement may specify one or more 

trigger events.  

5.35  To avoid doubt, under section 5.34, an access arrangement may specify a trigger event 

which was not proposed by the service provider.  

5.36  Before determining whether a trigger event is consistent with the Code objective the 

Authority must consider:  

(a) whether the advantages of including the trigger event outweigh the disadvantages 

of doing so, in particular the disadvantages associated with decreased regulatory 

certainty; and  

 (b)  whether the trigger event should be balanced by one or more other trigger events. 

6.2.8 Technical Rules changes ς regulatory requirements 

260. Section 6.9 of the Access Code provides that revenue in the next period can be adjusted for unforeseen 

costs relating to changes to the Technical Rules. 

6.9  If, during the previous access arrangement period, the technical rules for the covered 

network were amended under section 12.53 with the result that the service provider, in 

complying with the amended technical rules:  

(a)  incurred capital-related costs or non-capital costs:  

(i)  for which no allowance was made in the access arrangement; and  

(ii)  which the service provider could not have reasonably foreseen at the time of 

the approval of the previous access arrangement;  

and  

(b) did not incur capital-related costs or non-capital costs for which allowance was 

made in the access arrangement,  

then subject to sections 6.10 to 6.12 an amount may be added to the target revenue for 

the covered network for the next access arrangement period in respect of the costs.  

6.10  The amount (if any) to be added under section 6.9(a) must be positive, and the amount 

(if any) to be added under section 6.9(b) must be negative.  

6.11  A positive amount must not be added under section 6.9(a) in respect of capital-related 

costs or non-capital costs, to the extent that they exceed the costs which would have 

been incurred by a service provider efficiently minimising costs.  

6.12  A negative amount added under section 6.9(b) must have regard to the savings that 

would have been made by a service provider efficiently minimising costs even if the 

service provider did not actually achieve that level of savings. 
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6.3 Services 

6.3.1 Reference services 

261. Western Power proposes to retain the current 17 reference services provided in AA3 as they continue to 

accurately reflect our service offerings in AA4. Services are categorised as either: 

· Distribution services ς the majority of our customers are connected to the distribution network 

and receive a distribution reference service. Their reference service is influenced by the 

performance of, and forecast expenditure in both the distribution and transmission network. The 

revenue is therefore recovered from both transmission and distribution customers. 

· Transmission services ς a small number of large customers and generators are connected directly 

to the transmission network and receive a transmission reference service. Their reference service 

is influenced by the performance of, and expenditure in the transmission network only and the 

revenue is therefore only recovered from transmission customers. 

· Street light services ς we operate, maintain and provide network access for street lights in the 

SWIS. The revenue is recovered from distribution and transmission customers. 

262. ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎƘŀƴƎŜ ǘƻ ŀŘǾŀƴŎŜŘ ƳŜǘŜǊǎ ŀǎ ǘƘŜ ǎǘŀƴŘŀǊŘ meter (see Chapter 8) enables new services 

to be introduced which give customers greater control over their electricity bills, and also help Western 

Power mitigate the need for costly capital investment to address the peak demand on the network. We 
propose to introduce four new reference services that are enables by advanced meters: 

· D1 - Time of use energy (residential) service 

· D2 - Time of use energy (business) service 

· D3 - Time of use demand (residential) service 

· D4 - Time of use demand (business) service. 

263. These services will be provided to all residential and small business customers requesting56 a new meter as 

advanced meters will now be installed as standard. The new tariffs that correspond to these new services 

better reflect the costs incurred by Western Power in providing reference services and will provide price 
signals to customers regarding the most efficient times to use the network. 

264. Western Power has consulted with customers, retailers and the State Government to develop these 

services. These new time of use reference services will provide customers with the best opportunity to 

manage their own consumption in an efficient and cost effective manner. Our aim is to encourage 

customers to change their consumption patterns (where practicable) by shifting their electricity use to 

off-peak times. This would potentially decrease their electricity bills and also allow Western Power to 

reduce investment in the network to accommodate peak demand. The rationale and impact of time of use 
tariffs is discussed further in Chapter 11. 

265. Table 6.1 provides a full list of reference services that we propose to offer customers in AA4.  

                                                                                       

56  ²ƘŜǊŜ ²ŜǎǘŜǊƴ tƻǿŜǊ ƛƴǎǘŀƭƭǎ ŀƴ ŀŘǾŀƴŎŜŘ ƳŜǘŜǊ ŦƻǊ ŎƻƳǇƭƛŀƴŎŜ ǊŜŀǎƻƴǎΣ ŎǳǎǘƻƳŜǊ Ƴŀȅ ŎƘƻƻǎŜ ǘƻ ƻǇǘπƛƴ ǘƻ ǘƘŜǎŜ ƴŜǿ 

ǎŜǊǾƛŎŜǎΦ 
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Table 6.1: AA4 reference services 

Service Description Category Revenue cap recovery 

Tx = transmission 

Dx = distribution 

A1 Anytime energy (residential) exit service Distribution Tx and dx 

A2 Anytime energy (business) exit service Distribution Tx and dx 

A3 Time of use energy (residential) exit service Distribution Tx and dx 

A4 Time of use energy (business) exit service Distribution Tx and dx 

A5 High voltage metered demand exit service Distribution Tx and dx 

A6 Low voltage metered demand exit service Distribution Tx and dx 

A7 High voltage contract maximum demand exit 

service 

Distribution Tx and dx 

A8 Low voltage contract maximum demand exit service Distribution Tx and dx 

A9 Street lighting exit service Street lights Tx and dx (incl. 

street light operating and 
maintenance costs) 

A10 Unmetered supplies exit service Distribution Tx and dx 

A11 Transmission exit service Transmission Tx 

B1 Distribution entry service Distribution Tx and dx 

B2 Transmission entry service Transmission Tx 

C1 Anytime energy (residential) bi-directional service Distribution Tx and dx 

C2 Anytime energy (business) bi-directional service Distribution Tx and dx 

C3 Time of use (residential) bi-directional service Distribution Tx and dx 

C4 Time of use (business) bi-directional service Distribution Tx and dx 

D1 Time of use energy (residential) service Distribution Tx and dx 

D2 Time of use energy (business) service Distribution Tx and dx 

D3 Time of use demand (residential) service Distribution Tx and dx 

D4 Time of use demand (business) service Distribution Tx and dx 

266. Further information on each of these reference services is provided in Chapters 8 and 11. 
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6.3.2 Non-reference services 

267. Where a customer requests Western Power to provide non-standard services, we can develop a customised 

product as a non-reference service. Examples of non-reference services currently provided by 

Western Power include: 

· processing and administration fees associated with an application for network access as detailed 

in the AQP 

· network access services with conditions that vary from reference services, including: 

ï transmission connected customers that have agreed to accept an interruptible service to 

avoid paying the cost prohibitive deep connection costs that would otherwise be required to 

provide a standard service 

ï customers with additional network redundancy or back-up supply available where they have 

paid for increased security and reliability for their connection 

ï ŎƻƴƴŜŎǘƛƻƴǎ ŦƻǊ ǿƘƛŎƘ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ŜǉǳƛǇƳŜƴǘ ŘƻŜǎ ƴƻǘ ƳŜŜǘ ǘƘŜ ¢ŜŎƘƴƛŎŀƭ wǳƭŜǎΣ ōǳǘ ŦƻǊ 

which Western Power has sought an exemption from the ERA, and Western Power is 

required to provide additional services 

· all other services that are not core to the transport of electricity from the supplier to the end-use 

customer, including, for example the elevation of overhead lines to allow the transport of high 

loads and the provision of pre-payment metering services.  

268. The specifics of the non-standard service and corresponding tariff provided by Western Power is negotiated 

with the customer following a request for a non-standard service. The non-standard services we provide 

under non-reference service contracts are not listed or priced, other than in the contract. Further, as these 
services are customers, they do not have minimum service standards provided. 

6.4 Reporting on the level of service provided to our customers 

269. Western Power monitors and reports on a comprehensive range of performance measures. Almost 200 of 

these performance measures relate to service standards. The reporting framework is prescribed by a range 
of legal instruments, including the access arrangement. 

270. Legislative obligations relating to service performance include those contained in the Code of Conduct for 

the Supply of Electricity for Small Use Customers 2008, Electricity Industry (Network Quality and Reliability 

of Supply) Code 2005 (NQRS Code) and Standing Committee on National Regulatory Reporting 

Requirements. 

271. Through AA4 we will continue to report publicly on our service performance via the following channels: 

· quarterly reports ς providing an overview of our performance during the quarter against the key 

performance indicators that are in our Statement of Corporate Intent57 which includes safety, 

reliability and financial measures 

· annual service standard performance reports ς providing an overview of our performance 

against the service standard benchmarks and targets in our access arrangement  

                                                                                       

57  ¢ƘŜ {ǘŀǘŜƳŜƴǘ ƻŦ /ƻǊǇƻǊŀǘŜ LƴǘŜƴǘ ƛǎ ŀ ƻƴŜπȅŜŀǊ Ǉƭŀƴ ŦƻǊ ǘƘŜ ōǳǎƛƴŜǎǎ ŀƎǊŜŜŘ ǿƛǘƘ {ǘŀǘŜ DƻǾŜǊƴƳŜƴǘΣ ǿƘƛŎƘ ƛƴŎƻǊǇƻǊŀǘŜǎ ǘƘŜ 

ōǳǎƛƴŜǎǎ ƻōƧŜŎǘƛǾŜǎ ŀƴŘ ǇŜǊŦƻǊƳŀƴŎŜ ǘŀǊƎŜǘǎ ŦƻǊ ǘƘŜ ȅŜŀǊΦ Lǘ ƛǎ ǘŀōƭŜŘ ƛƴ tŀǊƭƛŀƳŜƴǘ ŀƴŘ ƳŀŘŜ ǇǳōƭƛŎΦ 
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· annual reliability and power quality reports ς providing information required as part of 

Schedule 1 of the NQRS Code. 

272. The ERA also independently reviews and reports on our service performance in its Annual Performance 

Report - Energy Distributors, in accordance with its administration of the electricity licence scheme under 

Part 2 of the Electricity Licence Act 2004. The 2017 Electricity Distribution Licence Performance Reporting 
Handbook details the performance indicators that Western Power is required to report annually. 

6.5 Determining appropriate service performance measures 

273. The access arrangement details each of the specific minimum service standards Western Power must meet 

during that access arrangement period. Under section 5.1 of the Access Code, Western Power is required to 
have SSBs for each of its reference services58. These SSBs are our minimum service standards.  

274. For each reference service, we have proposed measures that are meaningful and will ensure our customers 

receive at least a minimum level of service in relation to security, reliability and quality of supply as well as 

customer service. SSBs for the AA4 period cover reliability and security of supply for our transmission and 

distribution network, timely repair of street lights, and call centre performance. Quality of supply is 

measured under the Network Quality and Reliability of Supply Code 2005 ŀƴŘ ǊŜǇƻǊǘŜŘ ƛƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ 

annual Reliability and Power Quality Report. 

275. Western Power proposes 15 measures for which there are SSBs across the transmission and distribution 

network and for street lights for the AA4 period. The proposed SSBs are summarised in Figure 6.3. 

                                                                                       

58  ²ŜǎǘŜǊƴ tƻǿŜǊ Ƙŀǎ ŀ ƴǳƳōŜǊ ƻŦ ŘƛŦŦŜǊŜƴǘ ƳŜŀǎǳǊŜǎ ǘƘŀǘ ŀǇǇƭȅ ǘƻ ŜŀŎƘ ƻŦ ƛǘǎ ǘǊŀƴǎƳƛǎǎƛƻƴ ŀƴŘ ŘƛǎǘǊƛōǳǘƛƻƴ ǊŜŦŜǊŜƴŎŜ ǎŜǊǾƛŎŜǎΦ 

¢ƘŜ ƳŜŀǎǳǊŜǎ Řƻ ƴƻǘ ƘŀǾŜ ŀ ŘƛǊŜŎǘ ǊŜƭŀǘƛƻƴǎƘƛǇ ǿƛǘƘ ŀ ǎƛƴƎƭŜ ǎŜǊǾƛŎŜ ŀƴŘ ǾƛŎŜ ǾŜǊǎŀΦ ¢ƘŜ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ǎǇŜŎƛŦƛŜǎ ǿƘƛŎƘ 

ƳŜŀǎǳǊŜǎ ŀǇǇƭȅ ǘƻ ŜŀŎƘ ǊŜŦŜǊŜƴŎŜ ǎŜǊǾƛŎŜΦ 
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Figure 6.3: AA4 proposed service standard benchmarks 

  

276. We propose to retain the majority of measures from AA3 for which there are SSBs as we consider they 

appropriately measure the average level of service Western Power provides to its customers. However, we 
propose to remove the following two transmission measures as SSBs: 

· radial system minutes interrupted 

· meshed system minutes interrupted. 

277. We also propose to correct the definition of loss of supply event frequency greater than 0.1 system minute 

to align with the intended application of between 0.1 and less than or equal to one system minute 
interrupted. 

278. These points are discussed in the following sections. 

6.5.1 Removal of system minutes interrupted measures as SSBs 

279. Western Power proposes to remove the system minutes interrupted ς radial and meshed network 

measures as SSBs for the AA4 period. We consider these measures do not provide meaningful information 

and do not accurately represent the service performance experienced by our customers. Moreover, 
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minutes interrupted measures can be removed from the service incentive framework without increasing 

the risk that customers will experience a deterioration in performance. Therefore we consider there is little 
value in retaining these measures during the AA4 period. 

280. Our concerns with the system minutes interrupted measures are discussed in more detail below. 

6.5.1.1 The system minutes interrupted SSBs measure overall network performance rather than 
the performance in relation to transmission reference services 

281. Sections 5.1 and 5.6 of the Access Code require SSBs to be specified for each reference service, to 
determine the value represented by the reference service at the reference tariff.  

282. The system minutes interrupted SSBs measure the system-wide performance of the transmission network. 

That is, they measure the level of performance provided to reference service customers and non-reference 

service customers, in aggregate. They do not reflect the level of service provided specifically to reference 

service customers. We therefore consider the system minutes interrupted measures do not meet the 
definition of a SSB and should be removed. 

6.5.1.2 The system minutes interrupted SSBs are not considered to be statistically sound  

283. When considering suitable performance measures for transmission network service providers, the 

Australian Competition and Consumer Commission (ACCC) expressed the view that the system minutes 

interrupted measure is statistically unsound in terms of describing the underlying performance of 

transmission networks.59 Consequently in 2003, it was replaced under the national transmission Service 
Target Performance Incentive Scheme (STPIS) with the loss of supply event frequency measure.  

284. In its AA3 final decision, the ERA stated it accepted that the System Minutes Interrupted measure has some 

less than desirable statistical characteristics.60 

285. We do not consider that the system minutes interrupted SSBs are statistically sound and therefore do not 

provide a reliable representation of transmission services. 

6.5.1.3 The performance of the transmission network is already accounted for in other 

transmission SSBs 

286. Radial and meshed system minutes interrupted are two of the six measures in the current suite of 

transmission SSBs. We consider the remaining four transmission SSBs (loss of supply event frequency >0.1 

and >1 system minute, average outage duration and circuit availability) adequately measure the level of 

service provided to our transmission connected reference service customers.  

287. In its AA3 final decision, the ERA agreed άthe Loss of Supply Event Frequency and Average Outage Duration 
measures together can provide an equivalent performance measure to System Minutes InterruptedΦέ61 

                                                                                       

59  tŀƎŜ рΣ ¢ǊŀƴǎƳƛǎǎƛƻƴ bŜǘǿƻǊƪ {ŜǊǾƛŎŜ tǊƻǾƛŘŜǊ ό¢b{tύ ς {ŜǊǾƛŎŜ {ǘŀƴŘŀǊŘǎΣ Cƛƴŀƭ wŜǇƻǊǘΣ wŜǇƻǊǘ ǇǊŜǇŀǊŜŘ ŦƻǊ ǘƘŜ !ǳǎǘǊŀƭƛŀƴ 

/ƻƳǇŜǘƛǘƛƻƴ ŀƴŘ /ƻƴǎǳƳŜǊ /ƻƳƳƛǎǎƛƻƴ ό!///ύΣ {YaΣ aŀǊŎƘ нллоΦ 

60  tŀƎŜ пплΣ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ 9w!Σ р {ŜǇǘŜƳōŜǊ 
нлмнΦ 

61  tŀƎŜ ппмΣ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ 9w!Σ р {ŜǇǘŜƳōŜǊ 
нлмнΦ 
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288. We therefore consider that the value of transmission services is appropriately represented by the other 

four transmission SSBs. 

6.5.1.4 The majority of transmission customers connected to the radial network are under non-

reference service contracts 

289. In its AA3 final decision, the ERA required Western Power to retain the system minutes interrupted radial 

measure in particular, noting that it was concerned to ensure that there are incentives to maintain radial 

networks performance, as these networks ς unlike meshed networks ς do not have redundancy.62 

Western Power currently has an estimated 28 transmission connected customer loads63, 14 of which are 

connected to radial networks with limited redundancy. Seven of these 14 customers have agreed to 

Western Power providing a non-reference service, at a lower than standard level of service, to avoid the 

significant deep network connection costs they would otherwise have had to pay to receive a reference 

service in rural areas of the network. That is, there are currently only three customers that are supplied by 
radial transmission network and receive a reference service. 

290. Moreover, given the recent EMR and general discussion in the WA energy sector64, it is reasonable to 

assume a fully constrained network and market solution will be introduced in the near future. This would 

see a decline in the number of transmission customers that receive reference services when connected to 

radial networks. As a result, not only is the measure not particularly meaningful, it will only apply to a very 
small number of customers.  

291. Western Power also considers the retention of radial system minutes interrupted measure as an SSB 

provides a perverse incentive to make significant investments in the transmission radial network where 

customers do not value it.65 

292. ! ƳƻǊŜ ŜŦŦƛŎƛŜƴǘ ŀƴŘ ŜŦŦŜŎǘƛǾŜ ǿŀȅ ǘƻ ŀŘŘǊŜǎǎ ǘƘŜ 9w!Ωǎ ŎƻƴŎŜǊƴ ǘƘŀǘ ǘƘŜǎŜ ǘƘǊŜŜ ŎǳǎǘƻƳŜǊǎ Řƻ ƴƻǘ ǊŜŎŜƛǾŜ 

the level of service required is for us to closely measure the relationship with these customers. 

6.5.2 Clarification of loss of supply event frequency measures 

293. For AA3, Western Power set its loss of supply event frequency performance measures based on historical 
data for: 

· loss of supply events greater than 0.1 and equal to or less than one system minute 

· loss of supply events greater than one system minute.66 

                                                                                       

62  tŀƎŜ ппмΣ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ 9w!Σ р {ŜǇǘŜƳōŜǊ 
нлмнΦ 

63  /ǳǎǘƻƳŜǊǎ όǊŀǘƘŜǊ ǘƘŀƴ ŎƻƴƴŜŎǘƛƻƴ Ǉƻƛƴǘǎύ ǿƛǘƘ ƳŀƧƻǊ ƭƻŀŘǎ ŀƴŘ ƎŜƴŜǊŀǘƛƻƴ ŦŀŎƛƭƛǘƛŜǎ ōŜƛƴƎ ǇǊƻǾƛŘŜŘ ǿƛǘƘ ǘǊŀƴǎƳƛǎǎƛƻƴ ŜȄƛǘ 

ǎŜǊǾƛŎŜǎΦ 

64  ¢ƘŜ aƛƴƛǎǘŜǊ ŦƻǊ 9ƴŜǊƎȅ ŀƴƴƻǳƴŎŜŘ ŀǘ ǘƘŜ Ψнлмт 9ƴŜǊƎȅ ƛƴ ²! /ƻƴŦŜǊŜƴŎŜΩ ǘƘŀǘ ƘŜ ƛƴǘŜƴŘŜŘ ǘƻ ƳƻǾŜ ŦǊƻƳ ŀƴ ǳƴŎƻƴǎǘǊŀƛƴŜŘ 

ǘƻ ŀ ŎƻƴǎǘǊŀƛƴŜŘ ŀŎŎŜǎǎ ǊŜƎƛƳŜΦ IŜ ǎǘŀǘŜŘ Ƙƛǎ ƛƴǘŜƴǘƛƻƴ ǿŀǎ ǘƻ ƛƴǘǊƻŘǳŎŜ ƭŜƎƛǎƭŀǘƛǾŜ ŀƳŜƴŘƳŜƴǘǎ ǘƻ tŀǊƭƛŀƳŜƴǘ ōȅ ƳƛŘπнлму 

ŦƻǊ ŎƘŀƴƎŜǎ ǘƻ ōŜ ƛƳǇƭŜƳŜƴǘŜŘ ōȅ нлнлΦ 

65  LŦ ŎǳǎǘƻƳŜǊǎ ǾŀƭǳŜŘ ǘƘŜ ǳƴŎƻƴǎǘǊŀƛƴŜŘ ŀŎŎŜǎǎ ǘƘŜȅ ǿƻǳƭŘ ōŜ ǿƛƭƭƛƴƎ ǘƻ Ǉŀȅ ŦƻǊ ǘƘŜ ŘŜŜǇ ƴŜǘǿƻǊƪ ŀǳƎƳŜƴǘŀǘƛƻƴ Ŏƻǎǘǎ ŀƴŘ 

ǿƻǳƭŘ ƴƻǘ ƘŀǾŜ ŀƎǊŜŜŘ ǘƻ ŀ ƭƻǿŜǊ ƭŜǾŜƭ ƻŦ ǎŜǊǾƛŎŜΦ 

66  tŀƎŜ пфΣ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ LƴŦƻǊƳŀǘƛƻƴ ŦƻǊ м Wǳƭȅ нлмн ǘƻ ол WǳƴŜ нлмтΣ ²ŜǎǘŜǊƴ tƻǿŜǊΣ {ŜǇǘŜƳōŜǊ нлммΦ 
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294. This ensured that the two measures were discrete and did not duplicate the compliance and financial 

incentives for those events that were between 0.1 and one system minute. 

295. Additionally, they reflected two distinct types of events that occur on the transmission network -small 

events67 that result in a loss of supply frequency for 0.1 up to and including one system minute, and large 

events68 that result in a loss of supply frequency for more than one system minute. The use of two discrete 

loss of supply evŜƴǘ ŦǊŜǉǳŜƴŎȅ ƳŜŀǎǳǊŜǎ ƛǎ ŎƻƴǎƛǎǘŜƴǘ ŀŎǊƻǎǎ !ǳǎǘǊŀƭƛŀΣ ǿƛǘƘ ǘƘŜ ƛƴǘŜƴǘƛƻƴ ǘƻ άŜƴŎƻǳǊŀƎŜ 

transmission network service providers to reduce the duration of moderate and small customer 
ƛƴǘŜǊǊǳǇǘƛƻƴǎ ǘƘǊƻǳƎƘ ƛƳǇǊƻǾŜŘ ǊŜƭƛŀōƛƭƛǘȅΦέ69 

296. Section 4.3.6 of the current access arrangement states that loss of supply event frequency is applied as 
follows: 

Over a 12 month period, the frequency of unplanned customer outage events where loss of 

supply: 

ω Exceeds 0.1 system minutes interrupted and 

ω Exceeds 1.0 system minutes interrupted.70 

297. For AA4 we propose to clarify that the two loss of supply event frequency measures are independent, do 

not overlap and reflect different types of events. This will ensure that we do not double-count those events 

greater than one system minute, and maintains focus on both types of events that cause a loss of system 

frequency. To do this we have proposed to amend the access arrangement to specify that loss of supply 

event frequency >0.1 relates to those events where that loss of supply exceeds 0.1 system minute 

interrupted and is equal to or less than one system minutes interrupted. 

6.6 Setting the minimum service standards for AA4 

298. When defining the measures and setting targets, we have considered insights from our customer 

engagement program (discussed in Chapter 4). Customers have told us they are generally satisfied with 

current levels of performance, and do not necessarily want Western Power to invest to improve service. 

Though there are areas of the network that perform more poorly than others, and Western Power will 

target improvement in these areas, there is little appetite among customers for Western Power to invest 

more to raise overall service levels. 

299. During our customer engagement, around three quarters of our customers said: 

300. A larger proportion of customers (86 per cent) said: 

 

 

 

 

                                                                                       

67  {Ƴŀƭƭ ƭƻŀŘǎ ƛƴǘŜǊǊǳǇǘŜŘ ŦƻǊ ǎƘƻǊǘ ǇŜǊƛƻŘǎΦ 

68  [ŀǊƎŜ ƭƻŀŘǎ ƛƴǘŜǊǊǳǇǘŜŘ ŦƻǊ ŀ ǎƘƻǊǘ ŘǳǊŀǘƛƻƴΣ ƻǊ ŀ ƳƻŘŜǊŀǘŜ ƭƻŀŘ ƛƴǘŜǊǊǳǇǘŜŘ ŦƻǊ ŀ ƭƻƴƎ ŘǳǊŀǘƛƻƴΦ 

69  tŀƎŜ рΣ Cƛƴŀƭ ŘŜŎƛǎƛƻƴ ς ŜƭŜŎǘǊƛŎƛǘȅ ǘǊŀƴǎƳƛǎǎƛƻƴ ǎŜǊǾƛŎŜ ǘŀǊƎŜǘ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴŎŜƴǘƛǾŜ ǎŎƘŜƳŜ ǾŜǊǎƛƻƴ рΣ !9wΣ мт {ŜǇǘŜƳōŜǊ 

нлмрΦ 

70  tŀƎŜ муΣ !ƳŜƴŘŜŘ ǇǊƻǇƻǎŜŘ ǊŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ ²ŜǎǘŜǊƴ tƻǿŜǊΣ WǳƴŜ нлмрΦ 

The duration of the outages 

we experience are about 

right. 
The number of outages we 

experience iǎ ΨǊŜŀǎƻƴŀōƭŜΩ ƻǊ 

better than we would consider 

acceptable. 
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301. Taking these customer insights and our regulatory obligations into consideration, we propose to maintain 

the current average level of service provided to reference service customers during AA4. 

6.6.1 Service standard benchmarks 

302. Western Power proposes to retain its approach to determining its SSBs for the AA4 period, with 
refinements to improve the statistical accuracy of the methodology. 

303. Section 5.6 of the Access Code requires our SSBs to be reasonable and sufficiently detailed and complete to 

enable a user or applicant to determine the value represented by the reference service at the reference 

tariff. Section 11.1 of the Access Code then requires Western Power to provide services to its customers in 

a manner that is at least equivalent to the SSBs. 

304. Over the course of the AA3 period, Western Power achieved improvements in the majority of its service 

performance measures. To ensure that we maintain the average level of service our reference service 

customers have received over recent years, Western Power proposes to change its methodology for setting 
SSBs (except street lights) as follows: 

· establishing the data series on which our SSBs are based using: 

ï five years of data for measures, rather than three years for SAIDI and SAIFI and five years for 

all other measures 

ï a Box-Cox transformation to determine the probability of a major event day, rather than a 

normal distribution 

ï when calculating the major event day threshold, use distribution unplanned daily SAIDI, 

rather than daily SAIDI including all interruptions 

· using the average of the 99th percentile (or 1st percentile for circuit availability and call centre 

performance) of the distributions of best fit to set our SSBs, rather than the 97.5th percentile (or 

2.5th percentile). 

305. We propose to continue to set SSBs for street lights to align with the 2017 Electricity Distribution Licence 

Performance Reporting Handbook71. These requirements have not changed from AA3. 

306. Using this proposed methodology, the proposed SSBs for the AA4 period are the same or more stringent for 

the majority of measures, reflecting the improvements in our performance in AA3. The exceptions are rural 

long SAIDI and SAIFI, and average outage duration. These SSBs will be set at the same level for each year 

because no investment in service improvement has been included in the AA4 expenditure forecast. 

307. We do not expect the ERA to make a final decision on the revised proposed access arrangement until June 

2018 at the earliest. 

308. As a result, for 2017/18 and until the AA4 period commences we will continue to operate and invest in the 

business to meet the current AA3 suite of SSBs. While other aspects of the revised access arrangement such 

as target revenue and resulting prices will be adjusted and back dated to 1 July 2017, any revised service 

level benchmarks and targets can only take effect from the time the revised access arrangement is 

finalised. This is because Western Power would not have the opportunity to manage the network prior to 
and during 2017/18 to comply with unknown SSBs in 2017/18. 

                                                                                       

71  tŀƎŜ мпΣ нлмт 9ƭŜŎǘǊƛŎƛǘȅ 5ƛǎǘǊƛōǳǘƛƻƴ [ƛŎŜƴŎŜ tŜǊŦƻǊƳŀƴŎŜ wŜǇƻǊǘƛƴƎ IŀƴŘōƻƻƪΣ 9w!Σ нлмтΦ 
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309. Applying the current suite of SSBs during 2017/18 provides certainty for Western Power and our customers 

of the minimum service standards that apply during 2017/18. It also ensures that our AA4 forecast capex 
and opex (see Chapters 7 and 8) are sufficient to allow Western Power to meet those SSBs. 

310. Table 6.2 shows the proposed SSBs. 

Table 6.2: AA4 proposed service standard benchmarks  

Performance measure  Unit AA3 2017/18 From 

2018/19  

Distribution 

System average interruption duration index 

CBD Minutes 39.9 39.9 37.2 

Urban Minutes 183.0 183.0 134.7 

Rural short Minutes 227.8 227.8 226.3 

Rural long Minutes 724.8 724.8 902.9 

System average interruption frequency index 

CBD Number of events 0.26 0.26 0.23 

Urban Number of events 2.12 2.12 1.33 

Rural short Number of events 2.61 2.61 2.38 

Rural long Number of events 4.51 4.51 5.90 

Calls responded to in 30 seconds Per cent 77.5  77.5  85.3 

Transmission 

Circuit availability  Per cent 97.7 97.7 97.6 

Loss of supply event frequency 

>0.1 and Җ1 system minutes Number of events 33  33  27 

>1 system minutes Number of events 4 4 4 

Average outage duration Minutes  886   886  1333 

Street lighting 

Repair times for Perth Metropolitan area Days 5 5 5 

Repair times for major regional towns Days 9 9 9 

311. Our statistical methodology and software code used to develop our SSBs and SSTs was independently 

reviewed by an independent expert, Analytics + Data Science. This technical review found that Western 

tƻǿŜǊΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ ŦƛǘǘƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ άǊŜǇǊŜǎŜƴǘǎ ŀƴ appropriate methodology for the purpose of 
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selecting a statistical distribution for setting SSBs and SSTs using a theoretically consistent and industry 

ǎǘŀƴŘŀǊŘ ŀǇǇǊƻŀŎƘέΦ ¢ƘŜ Ŧǳƭƭ ǊŜǾƛŜǿ ƻŦ ƻǳǊ ǎǘŀǘƛǎǘƛŎŀƭ ƳŜǘƘƻŘƻƭƻƎȅ ƛǎ provided in Attachment 6.1. 

312. The following sections detail each of the proposed changes to setting SSBs for the AA4 period. The 

complete methodology is provided in Attachment 6.2. 

6.6.2 Establishing the data series used to set SSBs 

6.6.2.1 Determining the time period for data 

313. For AA4, Western Power has calculated minimum service standards using a five-year rolling average. This is 

consistent with the approach applied for AA3 except for the distribution service standard performance 

measures which were based on three years of data. The increase in the time period used to set the 

distribution service standard performance measures, compared to AA3, will improve the statistical accuracy 
of the outcomes.  

314. For the AA3 period, the ERA required Western Power to use three years of data to determine the SSBs for 
distribution SAIDI and SAIFI measures to reflect: 

· lower quality data through the AA1 period which the ERA and Western Power agreed was not 

statistically robust enough to drive compliance targets 

· recent improvements in performance that Western Power had achieved during the AA2 period 

through its targeted reliability improvement program, which the ERA considered should be more 

heavily weighted. 

315. ¢ƘŜ ǊŜƳŀƛƴŘŜǊ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ ƳŜŀǎǳǊŜǎ ǿŜǊŜ ŜǎǘŀōƭƛǎƘŜŘ ǳǎƛƴƎ ŦƛǾŜ ȅŜŀǊǎ ƻŦ ŘŀǘŀΦ 

316. For the AA4 period, we propose to use five years of data to set all SSBs. This is because: 

· Western Power has focused on maintaining service performance through a relatively stable 

average level of non-growth distribution capex over the last five years 

· a longer data series provides more statistically correct outcomes as it provides a better estimate 

of the long-term variance 

· a longer period captures a more even pattern of expenditure and minimises the impact of 

abnormal years, which may skew a shorter data set and lead to overly lenient or harsh compliance 

targets 

· the business now has a reliable dataset covering a longer period 

· five years of data aligns with the length of the access arrangement, and the period of the SSAM 

and GSM 

· using a data series that aligns with the access arrangement (regulatory) period is consistent with 

the approach used to determine the equivalent of SSTs by ƻǘƘŜǊ ǳǘƛƭƛǘƛŜǎΩ72, including other 

Australian electricity distribution businesses. 

6.6.2.2 Determining the probability of a major event day 

317. The access arrangement describes the application of each of the measures and outlines certain events to 

be excluded. These exclusions include, for the distribution measures, events that are beyond the electricity 

                                                                                       

72  bƻǘŜ ǘƘŀǘ ǘƘŜǊŜ ŀǊŜ ƴƻ {{. ŜǉǳƛǾŀƭŜƴǘǎ ǳƴŘŜǊ ǘƘŜ ƴŀǘƛƻƴŀƭ 9ƭŜŎǘǊƛŎƛǘȅ wǳƭŜǎΦ ¢ƘŜȅ ŀǊŜ ƛƴ ƛƴŘƛǾƛŘǳŀƭ ƧǳǊƛǎŘƛŎǘƛƻƴŀƭ ƛƴǎǘǊǳƳŜƴǘǎ 

ǎƛƳƛƭŀǊ ǘƻ ƻǳǊ 9ƭŜŎǘǊƛŎƛǘȅ LƴŘǳǎǘǊȅ όbŜǘǿƻǊƪ vǳŀƭƛǘȅ ŀƴŘ wŜƭƛŀōƛƭƛǘȅ ƻŦ {ǳǇǇƭȅύ /ƻŘŜ нллрΦ 
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distributorΩǎ control such as the effects of transmission network outages and other upstream events. They 

also exclude the effects of extreme weather events that have the potential to significantly affect Western 

tƻǿŜǊΩǎ ƴŜǘǿƻǊƪ performance (the major event days) unless significantly higher expenditure is forecast to 
enable supply to be restored more quickly if such an event occurred.  

318. These major event day exclusions articulated in the access arrangement use a statistical formula to 

calculate a threshold value. Currently, Western Power uses the Institute of Electrical and Electronics 

EngineersΩ (IEEE) 2.5 beta method73 to calculate the major event day threshold. This method sets the 

threshold at 2.5 standard deviations from the mean value after transforming the daily outage data into a 

normal distribution data stream. Where the SAIDI value of a particular day exceeds this threshold value, it 

is considered to be a major event day and the data from these days is excluded from the data set used for 

calculating the actual performance. 

319. The IEEE major event days methodology is based on studies of the distribution networks of North America, 

which assumes the SAIDI follows a normal distribution. During the AA3 period, Western Power strictly 

applied this method, and used a normal distribution to determine the probability of a major event day to 
calculate the major event day threshold.  

320. Since the AA3 submission, the Australian Energy Market Commission (AEMC) has reviewed the application 

of this method in Australia74. The AEMC considers it appropriate for the Australian Energy Regulator to 

allow network businesses to propose an alternative statistical method for calculating the threshold for 
major event days75.  

321. In assessing the service incentive framework, Western Power has completed statistical modelling and 

determined that a normal distribution is not the best fit for our SAIDI data76. Rather, a Box-Cox 

transformation is a better fit to our SAIDI data. We therefore propose to use a Box-Cox transformation to 

adjust the Řŀǘŀ ǎŜǘǎ ǳǎƛƴƎ ŀ ƭŀƳōŘŀ ό˂ύ ǾŀƭǳŜ ǎƻ ǘƘŜȅ Ŧƻƭƭƻǿ ŀƴ ŀǇǇǊoximate normal distribution.  

322. The Box-Cox transformation used to determine the major event day threshold is as follows: 

ὢ
ὢ ρ

‗
 Ὢέὶ ὢ πȟὢ ÌÎὢὪέὶ ὢ π  

1. The current and proposed methods of determining the major event day threshold are provided in Figure 

6.4 and Figure 6.5. 

                                                                                       

73  L999 {ǘŀƴŘŀǊŘ моссΣ L999 DǳƛŘŜ ŦƻǊ 9ƭŜŎǘǊƛŎ tƻǿŜǊ 5ƛǎǘǊƛōǳǘƛƻƴ wŜƭƛŀōƛƭƛǘȅ LƴŘƛŎŜǎΦ 

74  {ŜŎǘƛƻƴ пΣ wŜǾƛŜǿ ƻŦ 5ƛǎǘǊƛōǳǘƛƻƴ wŜƭƛŀōƛƭƛǘȅ aŜŀǎǳǊŜǎΣ Cƛƴŀƭ wŜǇƻǊǘΣ !9a/Σ р {ŜǇǘŜƳōŜǊ нлмпΦ 

75  {ŜŎǘƛƻƴ пΣ wŜǾƛŜǿ ƻŦ 5ƛǎǘǊƛōǳǘƛƻƴ wŜƭƛŀōƛƭƛǘȅ aŜŀǎǳǊŜǎΣ Cƛƴŀƭ wŜǇƻǊǘΣ !9a/Σ р {ŜǇǘŜƳōŜǊ нлмпΦ 

76  ¢ƘŜ ōŜǎǘ Ŧƛǘ ǿŀǎ ŘŜǘŜǊƳƛƴŜŘ ōȅ ŀǇǇƭȅƛƴƎ ǘƘŜ ƭƻǿŜǎǘ ƻǾŜǊŀƭƭ ǎŎƻǊŜǎ ŦǊƻƳ ǘƘŜ YƻƭƳƻƎƻǊƻǾπ{ƳƛǊƴƻǾΣ /ǊŀƳŜǊπǾƻƴ aƛǎŜǎ ŀƴŘ 
!ƴŘŜǊǎƻƴπ5ŀǊƭƛƴƎ ǘŜǎǘǎΦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎǳǊǊŜƴǘ ƳŜǘƘƻŘ ǿŀǎ ǘƘŜ ǿƻǊǎǘ ŦƛǘǘƛƴƎ ŘƛǎǘǊƛōǳǘƛƻƴ όƛΦŜΦ ǿƘŜƴ ǘƘŜ ƭƻƎ ƴƻǊƳŀƭ ƳŜǘƘƻŘ 

ŦƻǊ ŀƭƭ ƛƴǘŜǊǊǳǇǘƛƻƴǎ {!L5L ǿŀǎ ŀǇǇƭƛŜŘ ό˂ Ґ лύ ŀƴŘ ǿŀǎ ǊŀƴƪŜŘ ǘƘŜ ǿƻǊǎǘ ǳǎƛƴƎ ŜŀŎƘ ƻŦ ǘƘŜ YƻƭƳƻƎƻǊƻǾπ{ƳƛǊƴƻǾΣ /ǊŀƳŜǊ Ǿƻƴπ

aƛǎŜǎ ŀƴŘ !ƴŘŜǊǎƻƴπ5ŀǊƭƛƴƎ ǘŜǎǘǎύΦ 
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Figure 6.4: Current normal distribution 

2.  

Figure 6.5: Proposed Box-Cox distribution 

 

323. Western Power proposes to amend the access arrangement to specify the use of the Box-Cox 

transformation to determine the major event day threshold that applies to the calculation of SAIDI, SAIFI 
and call centre performance.  

324. We have adjusted the historical data series to also apply the new definition of the major event day 
threshold to set the service standard benchmarks and targets for AA4.  

6.6.2.3 Events considered in defining major event days 

325. When calculating the major event day threshold, Western Power proposes to remove interruptions that are 

excluded for the purposes of measuring distribution reliability. 

326. This relates to interruptions due to planned outages on the transmission network events, generation driven 

events, under frequency load shedding due to generation shortfalls and faults caused by customer 

equipment. This will ensure alignment between the events excluded in reporting on the SAIDI and SAIFI 

measures and the determination of the major event day threshold for SAIDI, SAIFI and call centre 
performance measures. 

327. When benchmarking against historical performance or other distribution network service providers, it is 

ŎƻƳƳƻƴ ǘƻ ǊŜƳƻǾŜ ŀƭƭ ŜǾŜƴǘǎ ǘƘŀǘ ŀǊŜ ƻǳǘǎƛŘŜ ƻŦ ǘƘŜ ƴŜǘǿƻǊƪ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊΩǎ ŎƻƴǘǊƻƭΦ Lƴ ƛǘǎ ǊŜǾƛŜǿ ƻŦ 
Distribution Reliability Measures, Final Report77 the AEMC states: 

[w]hen benchmarking the performance of distributors or applying an incentive scheme, it is 

common to remove events that are beyond the control of the distributor from the calculation of 

the reliability measures. Such events include: 

(1)  lack of generation or a failure in the transmission network where the distributor can 

neither act to reduce the probability of such an event occurring nor manage the 

restoration of supply;  

(2)  to comply with jurisdictional regulations; and  

(3)  under direction ŦǊƻƳ ǎǘŀǘŜ ƻǊ ŦŜŘŜǊŀƭ ŜƳŜǊƎŜƴŎȅ ǎŜǊǾƛŎŜǎΦέ 

                                                                                       

77  {ŜŎǘƛƻƴ пΣ wŜǾƛŜǿ ƻŦ 5ƛǎǘǊƛōǳǘƛƻƴ wŜƭƛŀōƛƭƛǘȅ aŜŀǎǳǊŜǎΣ Cƛƴŀƭ wŜǇƻǊǘΣ !9a/Σ р {ŜǇǘŜƳōŜǊ нлмпΦ 
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328. Making these exclusions from AA3 performance means the average number of major event days that 

occurred each year during the AA3 period reduces from 4.6 to 3.3 days. 

329. For the purposes of setting the SSBs and SSTs for AA4, we propose to adjust historical data for the new 

definition of excluded events, including the new definition of the major event day threshold. This will mean 

that the change in definition will be financially neutral. We do not expect Western Power will receive 
financial rewards or penalties in relation to this methodological change. 

330. ¢Ƙƛǎ ŀƳŜƴŘƳŜƴǘ ǿƛƭƭ ŀƭƛƎƴ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ ǿƛǘƘ ƻǘƘŜǊ !ǳǎǘǊŀƭƛŀƴ ŜƭŜŎǘǊƛŎƛǘȅ ǘǊŀƴǎƳƛǎǎƛƻƴ ŀƴŘ 
distribution businesses. 

6.6.3 Applying the distribution of best-fit to set SSBs 

331. As in the AA3 period, Western Power has considered the distribution of best-fit to set the SSB for each 

measure.  

332. For each combination of performance measure and statistical distribution, we have: 

· fitted the chosen statistical distribution onto five years of rolling average data using maximum 

likelihood estimation 

· performed a visual inspection of the raw data against the fitted distribution using 

quartile-quantile (Q-Q) and percentile-percentile (P-P) plots 

· determineŘ ǘƘŜ ǘƘŜƻǊŜǘƛŎŀƭ ŘƛǎǘǊƛōǳǘƛƻƴǎΩ ƎƻƻŘƴŜǎǎ-of-fit using the Anderson-Darling test78 

· discarded any distributions from further evaluation where the p-value from the Anderson-Darling 

test is below a threshold value of 0.05 

· calculated the relative quality of the remaining statistical models via the Akaike Information 

Criterion (AIC) and ranking the distributions according to their AIC in descending order 

· calculated the 1 per cent, 50 per cent and 99 per cent quantiles from the theoretical distribution 

with the lowest AIC value. 

333. When determining the distribution of best fit, we found that a number of distributions were a close fit, but 

that the 99th percentile79 of each varied significantly.  

334. For example, Figure 6.6 shows the AIC and 99th percentile values for Rural Short SAIDI using Normal and 

Weibull distributions80 since 2012. There are four transition points over the historic time period in which 

the lowest AIC could trigger selection of either the normal or the Weibull distributions. As a result, it could 
be concluded that over time the distribution of best fit will change over time. 

335. At each of the transition points over the historical time periodΣ ǘƘŜ ΨŎƻǊǊŜŎǘΩ ффth percentile varies by 
approximately 10 per cent. 

                                                                                       

78  CƻǊ ŘƛǎŎǊŜǘŜ ŘƛǎǘǊƛōǳǘƛƻƴǎΣ tŜŀǊǎƻƴΩǎ /Ƙƛπ{ǉǳŀǊŜŘ ǘŜǎǘ ǿŀǎ ŀǇǇƭƛŜŘ ƛƴ ǇƭŀŎŜ ƻŦ ǘƘŜ !ƴŘŜǊǎƻƴπ5ŀǊƭƛƴƎ ǘŜǎǘΦ 

79  CƻǊ ǘƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ƻǳǊ ǊŜƭƛŀōƛƭƛǘȅ ƳŜŀǎǳǊŜǎΣ ǘƘŜ ƭƻǿŜǊ ǘƘŜ ǾŀƭǳŜΣ ǘƘŜ ōŜǘǘŜǊ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜΣ ƘƻǿŜǾŜǊΣ ŦƻǊ ŎƛǊŎǳƛǘ ŀǾŀƛƭŀōƛƭƛǘȅ 

ŀƴŘ Ŏŀƭƭ ŎŜƴǘǊŜΣ ǘƘŜ ƘƛƎƘŜǊ ǘƘŜ ǾŀƭǳŜΣ ǘƘŜ ōŜǘǘŜǊ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜΦ ¢ƘǊƻǳƎƘƻǳǘ ǘƘƛǎ ŘƻŎǳƳŜƴǘ ǿŜ ǊŜŦŜǊ ǘƻ ǘƘŜ ффǘƘ ŀƴŘ фтΦрǘƘ 
ǇŜǊŎŜƴǘƛƭŜ ŀǎ ǘƘŜ Ǉƻƛƴǘ ǿŜ ƘŀǾŜ ǳǎŜŘ ŦƻǊ ǎŜǘǘƛƴƎ {{.ǎ ŦƻǊ ǎƛƳǇƭƛŎƛǘȅΣ ƘƻǿŜǾŜǊΣ ŦƻǊ ŎƛǊŎǳƛǘ ŀǾŀƛƭŀōƛƭƛǘȅ ŀƴŘ Ŏŀƭƭ ŎŜƴǘǊŜ ƳŜŀǎǳǊŜǎΣ 

ǿƘŜǊŜ ŀ ƭƻǿŜǊ ǾŀƭǳŜ ǊŜŦƭŜŎǘǎ ǇƻƻǊŜǊ ǇŜǊŦƻǊƳŀƴŎŜΣ ǿŜ ƘŀǾŜ ǳǎŜŘ ǘƘŜ мǎǘ ŀƴŘ нΦрǘƘ ǇŜǊŎŜƴǘƛƭŜΦ 

80  ²ƘƛŎƘŜǾŜǊ ƭƛƴŜ Ƙŀǎ ǘƘŜ ƭƻǿŜǎǘ ǾŀƭǳŜ ǿƻǳƭŘ ōŜ ǎŜƭŜŎǘŜŘ ŀǎ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ŎƘƻƛŎŜΦ 
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Figure 6.6: AIC calculated on a 5-year rolling basis for Rural Short SAIDI 

 

336. This change in the distributions of best fit risks that a small change in the underlying data has a significant 

impact on the SSBs. In some cases, shifting from the best to the second best distribution of fit can result in 

a 10 to 20 per cent change in the proposed SSB.  

337. To overcome the volatility introduced by small changes to the data Western Power proposes averaging all 

distributions considered to be a good fit81. In doing so we have: 

· determined the statistical distribution of best fit 

· discarded any distributions with an Anderson Darling p-value of less than 5 per cent 

· sampled the distribution to obtain the 50th and 99th percentiles 

· averaged the results for all distributions with an AIC within 1 per cent82 of the distribution with 

the lowest AIC. 

338. We consider the methodology for averaging distributions for AA4 will ensure more accurate estimation of 

the probability of these compliance measures being met, provide appropriate incentives for Western Power 

to maintain compliance under the service incentive framework, and ensure the setting of more consistent 

SSBs over time all else being equal. 

                                                                                       

81  DƻƻŘ Ŧƛǘ ƛǎ ŘŜǘŜǊƳƛƴŜŘ ŀǎ ƘŀǾƛƴƎ ŀƴ !L/ ŎƭƻǎŜ ǘƻ ǘƘŜ ƭƻǿŜǎǘ !L/Φ 

82  ! ǘƘǊŜǎƘƻƭŘ ǘƘŀǘ ƛǎ ǘƻƻ ƘƛƎƘ ǿƻǳƭŘ ǊŜǎǳƭǘ ƛƴ ǘƘŜ ŀƭƭ ŜǾŀƭǳŀǘŜŘ ŘƛǎǘǊƛōǳǘƛƻƴǎ ōŜƛƴƎ ŎƻƴǎƛŘŜǊŜŘΣ ŘŜǇŀǊǘƛƴƎ ŦǊƻƳ ǘƘŜ ǇǊƛƴŎƛǇƭŜ ǘƘŀǘ 

ǘƘŜ {{.κ{{¢ ǎƘƻǳƭŘ ōŜ ōŀǎŜŘ ƻƴ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ōŜǎǘ ŦƛǘΦ ! ǘƘǊŜǎƘƻƭŘ ǘƘŀǘ ƛǎ ǘƻƻ ƭƻǿ ǿƻǳƭŘ ǊŜǎǳƭǘ ƛƴ ƻƴƭȅ ǘƘŜ ǎƛƴƎƭŜ ōŜǎǘ 

ŘƛǎǘǊƛōǳǘƛƻƴ ōŜƛƴƎ ŎƻƴǎƛŘŜǊŜŘΣ ƴŜƎŀǘƛƴƎ ǘƘŜ ǊŀǘƛƻƴŀƭŜ ŦƻǊ ŀǾŜǊŀƎƛƴƎ ǘƘŜ ффǘƘ ǇŜǊŎŜƴǘƛƭŜ ǾŀƭǳŜǎΦ ¢ƘŜ ƻƴŜ ǇŜǊ ŎŜƴǘ ǘƘǊŜǎƘƻƭŘ 
ǇǊƻǾƛŘŜǎ ŀ ǇǊŀƎƳŀǘƛŎ ǘǊŀŘŜπƻŦŦ ōŜǘǿŜŜƴ ŎƻƴǎƛŘŜǊƛƴƎ ǘƻƻ Ƴŀƴȅ ŀƴŘ ǘƻƻ ŦŜǿ ŎŀƴŘƛŘŀǘŜ ŘƛǎǘǊƛōǳǘƛƻƴǎΦ 
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6.6.4 Applying the 99th percentile of the fitted distribution to set our SSBs 

339. Western Power proposes to use the 99th percentile83 of the fitted distribution to set our SSBs for the AA4 
period. This is higher than the 97.5th percentile used for the AA3 period.  

6.6.4.1 It will allow compliance objectives to be met 

340. Western Power has a strong culture of compliance and aims to meet all SSBs in each year. Setting the SSBs 
on the basis of the 99th percentile better aligns with this objective. 

341. By design, setting the SSB from the 97.5th percentile should result in a 2.5 per cent likelihood of being 

non-compliant with each metric, assuming stable performance. Setting the SSBs at the 99th percentile will 

ƛƴŎǊŜŀǎŜ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƻǾŜǊŀƭƭ ƭƛƪŜƭƛƘƻƻŘ ƻŦ ōŜƛƴƎ ŎƻƳǇƭƛŀƴǘ ǿƛǘƘ ǘƘŜ requirements under the Access 
Code and therefore our electricity distribution and transmission licences.  

6.6.4.2 It will align with customer preferences to maintain service levels 

342. Western Power proposes to maintain current service standards performance over the AA4 period, in line 

with customer expectations. If the SSBs continue to be set at the 97.5th percentile, Western Power has an 
incentive to improve reliability to ensure compliance, which is inconsistent with customer expectations. 

343. As shown in Figure 6.7, through the customer engagement program, our customers indicated their general 
satisfaction with the current reliability performance of their electricity supply84.  

Figure 6.7: Customer insight #12 ς Longer outages are more disruptive to customers than frequent 

(short) outages 

  

344. On the basis that we will maintain the current level of performance on average, we consider it appropriate 

to choose a percentile value for the SSB that ensures that we are compliant. Choosing a lower threshold 

value would increase the risk that, in the absence of further investment (in alignment with customer 

                                                                                       

83  !ǎ ǇǊŜǾƛƻǳǎƭȅ ƴƻǘŜŘΣ ƛƴ ǘƘƛǎ ǎŜŎǘƛƻƴ ǿŜ ǊŜŦŜǊ ǘƻ ǘƘŜ ффǘƘ ŀƴŘ фтΦрǘƘ ǇŜǊŎŜƴǘƛƭŜ ŀǎ ǘƘŜ Ǉƻƛƴǘ ǿŜ ƘŀǾŜ ǳǎŜŘ ŦƻǊ ǎŜǘǘƛƴƎ {{.ǎ ŦƻǊ 
ǎƛƳǇƭƛŎƛǘȅΣ ƘƻǿŜǾŜǊΣ ŦƻǊ ŎƛǊŎǳƛǘ ŀǾŀƛƭŀōƛƭƛǘȅ ŀƴŘ Ŏŀƭƭ ŎŜƴǘǊŜ ƳŜŀǎǳǊŜǎΣ ǿƘŜǊŜ ŀ ƭƻǿŜǊ ǾŀƭǳŜ ǊŜŦƭŜŎǘǎ ǇƻƻǊŜǊ ǇŜǊŦƻǊƳŀƴŎŜΣ ǿŜ ƘŀǾŜ 

ǳǎŜŘ ǘƘŜ мǎǘ ŀƴŘ нΦрǘƘ ǇŜǊŎŜƴǘƛƭŜΦ 

84  /ǳǎǘƻƳŜǊ LƴǎƛƎƘǘǎ wŜǇƻǊǘΣ ²ŜǎǘŜǊƴ tƻǿŜǊΣ нлмпΦ 
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feedback to maintain performance), service standards would not be met and Western Power would be 

financially penalised. 

6.6.4.3 It will provide more stability for volatile measures 

345. Where the performance of a measure is relatively consistent over time, the difference between the average 

of the 97.5th percentile of the distributions of best fit and the average of the 99th percentile is not material. 

This impact is more significant for volatile measures such as CBD SAIDI. Despite the change, SSBs will be the 

same or more stringent for all measures except for rural long SAIDI and SAIFI and average outage duration 
for AA4, compared to AA3. 

6.6.5 Adjustment for the retirement of significant generation facilities in the network 

346. We note that our historical transmission network performance is unlikely to be representative of 

performance over the AA4 period. As discussed in Chapter 8, we are currently considering the impact of the 

retirement of a number of generation facilities that are currently used for network reliability in constrained 
areas of the transmission network.  

347. During the AA4 period we are expecting the retirement of the Muja AB, West Kalgoorlie and Mungara 

generators that are currently used for security of supply and network reliability. This will cause additional 
pressure on the network in all of our already constrained regional load areas: 

· North Country 

· East Country 

· Eastern Goldfields 

· Muja (which connects the South West). 

348. We have not had time to fully consider the impact of these retirements in our investment plan. We are in 

the process of the annual update of our Network Development Plan, which will assess and document these 

impacts, however, we anticipate a significant impact on our transmission measures. 

6.7 Service standard adjustment mechanism 

349. ¦ƴŘŜǊ ǎŜŎǘƛƻƴ сΦол ƻŦ ǘƘŜ !ŎŎŜǎǎ /ƻŘŜΣ ²ŜǎǘŜǊƴ tƻǿŜǊΩs access arrangement must contain a SSAM. 

²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ {{!a ǇǊƻǾƛŘŜǎ ŦƛƴŀƴŎƛŀƭ ǊŜǿŀǊŘǎ ŀƴŘ ǇŜƴŀƭǘƛŜǎ ŦƻǊ ǎŜǊǾƛŎŜ ǘƘŀǘ ƛǎ ōŜǘǘŜǊ ƻǊ 

worse than the expected level of performance (which we expect to achieve 50 per cent of the time). The 

rewards/penalties are awarded in the following access arrangement period via a revenue building block 
adjustment. 

350. The following sections discuss the parameters for the SSAM ς the measures, service standard targets or 
SSTs, the incentive rates and the revenue at risk. 

6.7.1 Measures 

351. Western Power proposes that 13 of the 15 proposed AA4 SSBs, are used as SSTs to calculate the SSAM.  

352. Aligned with our approach in AA3, street light measures are proposed be excluded from the SSAM in the 
AA4 period.  
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6.7.2 Service standard targets 

353. Western Power proposes to set its SSTs that apply to the SSAM using a similar method as used for the AA3 

period, in that the SSTs are set at the 50th percentile. As discussed in section 6.6.3, we propose to use the 

average of the 50th percentile of the distributions of best fit, consistent with the setting of the SSBs. 

354. This method means the proposed SSTs for the AA4 period are the same or more stringent than during the 

AA3 period, except for rural long SAIDI and SAIFI, and average outage duration. This reflects the 

improvement in service performance (expect for rural long SAIDI and SAIFI, and average outage duration) 
over the AA3 period.  

355. We have also proposed an adjustment to rural long SAIDI and SAIFI to account for the expected 
improvement in reliability performance associated with the Kalbarri microgrid project. 

356. As discussed in section 6.6.1, we propose to continue to operate and invest in the business to meet the 

current suite of SSBs until the ERA makes a final decision on the amended access arrangement. We note 

that in the absence of any new agreed minimum standard, application of the AA3 SSBs as an interim 
measure is appropriate. 

357. The design of the SSAM as an incentive regime, with its associated financial rewards and penalties should 
be the subject of well-measured and reasoned analysis. It should not be: 

· a transitional measure, as would be the case with Western Power operating and investing in the 

network in line with our proposed AA4 SSAM and the associated SSTs 

· retrospectively applied after the point that we would be able to affect the outcome, as would be 

the case with the back-dated application of the AA4 SSAM and the associated SSTs  

· applied in a context different to the one in which it was intended, as would be the case with the 

continued use of the AA3 SSAM and the associated SSTs.  

358. We therefore propose not to determine SSTs for the 2017/18 year. In practice, this will mean that we will 

not receive any SSAM rewards or pay any penalties for the first year of the AA4 period. We will continue to 

apply AA3 SSBs in 2017/18. This will ensure that the minimum standards are maintained, and our 

customers will not be worse-off. 

359. The proposed SSTs are provided in Table 6.3.  

Table 6.3: AA4 proposed service standard targets 

Performance measure  Unit AA3 2017/18 From 2018/1985 

Distribution 

System average interruption duration index 

CBD Minutes 20.3 - 17.8 

Urban Minutes 136.6 - 108.7 

Rural short Minutes 207.8 - 190.4 

                                                                                       

85  ¢Ƙƛǎ ŀǎǎǳƳŜǎ ǘƘŜ ǊŜǾƛǎŜŘ ŀŎŎŜǎǎ ŀǊǊŀƴƎŜƳŜƴǘ ŎƻƳƳŜƴŎŜǎ ƻƴ ƻǊ ōŜŦƻǊŜ м Wǳƭȅ нлмуΦ 
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Performance measure  Unit AA3 2017/18 From 2018/1985 

Rural long Minutes 582.2 - 675.6 

System average interruption frequency index 

CBD Number of events 0.14 - 0.14 

Urban Number of events 1.36 - 1.12 

Rural short Number of events 2.27 -  2.01 

Rural long Number of events 4.06 - 4.67 

Calls responded to in 30 seconds Per cent 87.6 - 92.2 

Transmission 

Circuit availability  Per cent 98.1 - 98.5 

Loss of supply event frequency 

>0.1 and Җ1 system minutes Number of events 24 - 17 

>1 system minutes Number of events 2 - 1 

Average outage duration Minutes 698 - 871 

360. The following sections detail each of the proposed changes to setting SSTs for the AA4 period. The 

complete methodology is provided in Attachment 6.2. 

6.7.3 Adjustment for Kalbarri 

361. In AA4, Western Power proposes to spend $9.5 million to reduce the frequency and duration of outages in 

Kalbarri. The town of Kalbarri has been identified as a reliability hot spot. It is supplied solely through a 

150 km, 33 kV feeder from Geraldton. In areas such as Kalbarri, generally located on the edges of the 

network, the cost per customer of improving performance of the network is prohibitive and challenging for 
it to be funded solely through the SSAM. 

362. Through the customer engagement program, our customers said a reliable source of electricity is essential 

for all customers and [they] are willing to spend money to ensure that all people on the network have a 

reliable source of electricity.86 The majority of our customers (61 per cent) told us that an increase in their 

annual bill of $10 was justified to improve the reliability of the electricity supply across remote areas of 
WA.87 

                                                                                       

86  /ǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘ ІмоΣ ²ŜǎǘŜǊƴ tƻǿŜǊ ŎǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘǎ ŦŜŜŘōŀŎƪ ǊŜǇƻǊǘΣ 5ŜƭƻƛǘǘŜΣ !ǳƎǳǎǘ нлмсΦ 

87  /ǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘ ІмоΣ ²ŜǎǘŜǊƴ tƻǿŜǊ ŎǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘǎ ŦŜŜŘōŀŎƪ ǊŜǇƻǊǘΣ 5ŜƭƻƛǘǘŜΣ !ǳƎǳǎǘ нлмсΦ 
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Figure 6.8: Customer insight #13 ς a reliable source of electricity is essential for all customers and 

customers are willing to spend money to ensure that all people on the network have a 

reliable source of electricity 

 

363. The radial nature of the Kalbarri feeder means supply to the township is inherently less secure than towns 

or regions with multiple sources of supply. Given the distances fault response staff often have to travel 
from Geraldton, therefore, outages in Kalbarri can last between five and eight hours. 

364. As shown in Figure 6.9, between November 2014 and November 2015 Kalbarri residents experienced 19 
significant power interruptions lasting between 30 minutes and, in the worst case, more than two days.  

Figure 6.9: Outages impacting 500 or more customers in Kalbarri, time to final restoration, minutes 

 

365. A range of potential solutions to the Kalbarri reliability problems have been considered and tested with the 

Kalbarri community. An October 2016 feasibility study recommended the development of a microgrid. 



 

EDM#43728581 

Page 101 

366. The proposed microgrid will have a utility-scale battery as the centrepiece. The battery will be charged by a 

combination of network, wind and solar and can support the needs of the community during an outage on 
the network between Geraldton and Kalbarri. 

367. Acknowledging the project is expected to affect our overall rural network reliability when in operation, 

albeit a minor improvement, we have manually reduced our rural long SAIFI and SAIDI SSTs by 0.06 
interruptions and 5.63 system minutes respectively.88 

368. Further information on the Kalbarri microgrid project is provided in Chapter 8 and Attachment 6.3. 

6.7.4 Valuing reliability for our customers 

369. Western Power proposes to retain the AA3 methodology for setting the financial incentive rates for the 

SSAM, with updates to reflect a more contemporary estimate of the value to customers of a reliable supply 

of electricity, using: 

· value of customer reliability estimates from the A9ahΩǎ нлмп ǎǘǳŘȅΣ ŀŘƧǳǎǘŜŘ ǘƻ ŀǇǇƭȅ ƛƴ ²!Σ ǘƻ 

set incentive rates for distribution measures 

· revised weightings for the revenue at risk associated with each transmission measure as a result 

of the proposed exclusion of the system minutes interrupted measures from the SSAM 

· the proposed AA4 revenue to determine transmission and call centre incentive rates. 

370. This approach has resulted in lower financial incentive rates than those applied in AA3, with the exception 

of the loss of supply event frequency measures. This will result in lower rewards and penalties for the same 

change in performance relative to AA3. 

6.7.4.1 Distribution network reliability and call centre incentive rates 

371. Western Power proposes to use the value of customer reliability (VCR) estimates from the !9ahΩǎ нлмп 

VCR Final Report89, adjusted to apply in WA, to set the financial incentive rates for our distribution 

reliability SSTs. These estimates provide an updated view from the AEMO 2012 approach90, which was used 

by Western Power for AA3. 

372. The VCR is usŜŘ ǘƻ ǊŜǇǊŜǎŜƴǘΣ ƛƴ ŘƻƭƭŀǊ ǘŜǊƳǎΣ ƻǳǊ ŎǳǎǘƻƳŜǊǎΩ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ ŦƻǊ ǘƘŜ ǊŜƭƛŀōƭŜ ǎǳǇǇƭȅ ƻŦ 

electricity. We use the VCR to inform our investment decisions. The VCR acts as a proxy for the value 
customers place on an investment to improve reliability or maintain average reliability of service levels.  

373. The VCR is applied under the SSAM to calculate the financial incentives that will apply to Western Power for 

each distribution reliability measure to ensure the framework drives economically efficient investment in 
the reliability of the network. 

                                                                                       

88  ¢ƘŜǎŜ ŎŀƭŎǳƭŀǘƛƻƴǎ ŀǊŜ ōŀǎŜŘ ƻƴ ŀ р ȅŜŀǊ ǎƛƳǇƭŜ ŀǾŜǊŀƎŜ ƻŦ ŜȄǇŜŎǘŜŘ ǇŜǊŦƻǊƳŀƴŎŜ ƛƳǇŀŎǘǎ ōŀǎŜŘ ƻƴ нлмнκмо ǘƻ нлмсκмт 
ƘƛǎǘƻǊƛŎŀƭ ǇŜǊŦƻǊƳŀƴŎŜΦ ¢Ƙƛǎ ƛǎ ƻǳǊ ŎǳǊǊŜƴǘ ŜǎǘƛƳŀǘŜΦ hǳǊ ōǳǎƛƴŜǎǎ ŎŀǎŜ Ƙŀǎ ƴƻǘ ȅŜǘ ōŜŜƴ ŦƛƴŀƭƛǎŜŘΣ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ǘƘƛǎ 

ŀŘƧǳǎǘƳŜƴǘ ƛǎ ǎǳōƧŜŎǘ ǘƻ ǊŜǾƛǎƛƻƴ ŦƻƭƭƻǿƛƴƎ ǘƘŜ ŎƻƳǇƭŜǘƛƻƴ ƻŦ ƻǳǊ ǎǘǳŘƛŜǎΦ 

89  !ǾŀƛƭŀōƭŜ ŀǘΥ ƘǘǘǇΥκκǿǿǿΦŀŜƳƻΦŎƻƳΦŀǳκ9ƭŜŎǘǊƛŎƛǘȅκbŀǘƛƻƴŀƭπ9ƭŜŎǘǊƛŎƛǘȅπaŀǊƪŜǘπb9aκtƭŀƴƴƛƴƎπŀƴŘπŦƻǊŜŎŀǎǘƛƴƎκ±ŀƭǳŜπƻŦπ
/ǳǎǘƻƳŜǊπwŜƭƛŀōƛƭƛǘȅπǊŜǾƛŜǿΦ 

90  ¢ƘŜ !9ahΩǎ нлмн ŀǇǇǊƻŀŎƘ ŘŜǘŜǊƳƛƴŜŘ ±/wǎ ōŀǎŜŘ ƻƴ ŦƛƴŘƛƴƎǎ ōȅ hŀƪƭŜȅ DǊŜŜƴǿƻƻŘ όнлммύ ŀƴŘ ŘŜǊƛǾŜŘ ŦǊƻƳ ±ƛŎǘƻǊƛŀƴ 

ǎǳǊǾŜȅǎ ŎƻƴŘǳŎǘŜŘ ƛƴ нллтΦ 

http://www.aemo.com.au/Electricity/National-Electricity-Market-NEM/Planning-and-forecasting/Value-of-Customer-Reliability-review
http://www.aemo.com.au/Electricity/National-Electricity-Market-NEM/Planning-and-forecasting/Value-of-Customer-Reliability-review
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374. We propose to use the VCR estimates in Table 6.4 to apply to our distribution reliability measures under 

the SSAM. These estimates are all significantly lower than those applied in AA3 and will therefore lead to 
lower rewards and penalties for the same change in performance relative to AA3. 

Table 6.4: Value of customer reliability estimates, real $ at 30 June 2017, per kWh 

 CBD Urban Rural short Rural long 

AA3 VCR estimates (escalated) 113.7 73.4 71.1 80.8 

AA4 VCR estimates 51.0 43.2 41.9 43.1 

375. In September 2014, the AEMO conducted a study to determine the VCR for each customer class for each 

jurisdiction in the National Electricity Market (NEM). As WA is not a participant jurisdiction in the NEM, 

ǘƘŜǊŜ ŀǊŜ ƴƻ ±/w ŜǎǘƛƳŀǘŜǎ ŦƻǊ ²! ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ !9ahΩǎ ǎǘǳŘȅΦ Western Power has therefore developed 

its own VCR estimates. In doing so, we have engaged an independent economic consulting firm ς Synergies 
Economic Consulting (Synergies) ς ǘƻ ƭŜǾŜǊŀƎŜ ǘƘŜ !9ahΩǎ ǎǘǳŘȅ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΦ 

376. ¢ƘŜ !9ahΩǎ ǎǘǳŘȅ ŎŀƭŎǳƭŀǘŜŘ ±/w ǾŀƭǳŜǎ by jurisdiction for residential customers and NEM-wide VCR 
estimates for commercial and industrial customers.  

377. {ȅƴŜǊƎƛŜǎΩ approach to determining probability-weighted VCR values for residential customers was to: 

· choose a proxy NEM jurisdiction that it considers best reflects the drivers of value for WA energy 

customers 

· apply the !9ahΩǎ VCR estimates for the proxy NEM jurisdiction by: 

ï ǳǎƛƴƎ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƘƛǎǘƻǊƛŎŀƭ ƛƴǘŜǊǊǳǇǘƛƻƴ Řŀǘŀ ǘƻ ŎŀƭŎǳƭŀǘŜ ƛƴǘŜǊǊǳǇǘƛƻƴ ǇǊƻōŀōƛƭƛǘƛŜǎ ŦƻǊ 

each customer class based on the time of day, weekday and season 

ï multiplying the probability of each interruption by the corresponding VCR estimate.  

378. Synergies considered South Australia was the most appropriate proxy jurisdiction for WA as the underlying 

drivers of the VCR estimate in South Australia are similar to WA.  

379. {ȅƴŜǊƎƛŜǎΩ approach to determining the VCR estimates for commercial and industrial customers was to 

ŀǇǇƭȅ ǘƘŜ !9ahΩǎ b9a-wide estimates by customer class. Further information on this process is provided 
in Attachment 6.4. 

380. ²Ŝ ƘŀǾŜ ƛƴŎƻǊǇƻǊŀǘŜŘ ǘƘŜǎŜ ǳǇŘŀǘŜŘ ±/w ŜǎǘƛƳŀǘŜǎ ƛƴǘƻ ǘƘŜ {{!a ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜ !9wΩǎ ŎǳǊǊŜƴǘΣ 

2009 STPIS Guideline91, consistent with the approach adopted for the AA3 period. The penalty and reward 
rates have been calculated using 12 months of consumption data to 30 June 2017. 

381. The methodology for calculating the incentive rates for call centre response is consistent with the approach 

ŀŘƻǇǘŜŘ ŦƻǊ !!о ŀƴŘ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ !9wΩǎ нллф {¢tL{ DǳƛŘŜƭƛƴŜ92. They have been updated to reflect 

the forecast AA4 revenue and the current level of performance. 

382. Table 6.5 shows the resultant SSAM incentive rates for the distribution measures. 

                                                                                       

91  9ƭŜŎǘǊƛŎƛǘȅ ŘƛǎǘǊƛōǳǘƛƻƴ ƴŜǘǿƻǊƪ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊǎΥ {ŜǊǾƛŎŜ ǘŀǊƎŜǘ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴŎŜƴǘƛǾŜ ǎŎƘŜƳŜΣ !9wΣ aŀȅ нллфΦ 

92  tŀƎŜ мсΣ 9ƭŜŎǘǊƛŎƛǘȅ ŘƛǎǘǊƛōǳǘƛƻƴ ƴŜǘǿƻǊƪ ǎŜǊǾƛŎŜ ǇǊƻǾƛŘŜǊǎΥ {ŜǊǾƛŎŜ ǘŀǊƎŜǘ ǇŜǊŦƻǊƳŀƴŎŜ ƛƴŎŜƴǘƛǾŜ ǎŎƘŜƳŜΣ !9wΣ aŀȅ нллф 
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Table 6.5: SSAM financial incentive rates for AA4 distribution measures, $ real at 30 June 2017 

Performance measure Unit AA3 AA4 proposed 

Reward Penalty Reward Penalty 

System average interruption duration index 

CBD Minutes  $74,774  $74,774  $26,734   $26,734  

Urban Minutes $584,170 $584,170  $366,800   $366,800  

Rural short Minutes $246,398  $246,398  $114,374   $114,374  

Rural long Minutes $71,910  $71,910  $41,958   $41,958  

System average interruption frequency index 

CBD Number of events  $96,015  $96,015  $30,114   $30,114  

Urban Number of events $605,308  $605,308  $366,867   $366,867  

Rural short Number of events $245,338  $245,338  $117,788   $117,788  

Rural long Number of events $112,161   $112,161  $65,982   $65,982  

Calls responded to in 30 

seconds 

Per cent -$45,752  -$45,299  -$43,061 -$9,981 

6.7.4.2 Transmission network reliability values 

383. For the AA3 period, Western Power applied a percentage of its revenue at risk to each transmission 

measure. There were five transmission SSTs used in the SSAM calculation. For the AA4 period we propose 
to remove the system minutes interrupted measure as a SSB, and therefore also as an SST.  

384. Western Power proposes to reallocate the revenue at risk previously allocated to the system minutes 
interrupted measure between the remaining four transmission measures as shown in Table 6.6. 

Table 6.6: Transmission measure allocation of revenue at risk, per cent 

Measure AA3 AA4 proposed Difference 

System minutes interrupted 10.0 - -10.0 

Circuit availability 50.0 50.0 - 

Loss of supply event frequency >0.1 and Җ1 

system minutes 

10.0 12.5 +2.5 

Loss of supply event frequency >1 10.0 12.5 +2.5 

Average outage duration 20.0 25.0 +5.0 

Total 100.0 100.0 - 
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385. This reallocation maintains the allocation of the total transmission revenue at risk (one per cent of 

transmission revenue) to 50 per cent for security of supply measures (circuit availability) and 50 per cent 
for reliability of supply measures (loss of supply event frequency and average outage duration). 

386. We have applied these weightings to the AA4 transmission revenue at risk. 

387. Table 6.7 shows the resultant SSAM incentive rates for the transmission measures. 

Table 6.7: SSAM financial incentive rates for AA4 distribution measures, $ real at 30 June 2017 

Performance measure Unit AA3 AA4 proposed 

Reward Penalty Reward Penalty 

Circuit availability Per cent -$901,021  -$450,510  -$421,856  -$187,492  

Loss of supply event frequency 

>0.1 and Җ1 system 

minutes 

Number of events  $40,045  $30,035  $42,186   $52,732  

>1 Number of events  $180,204   $180,204  $140,619   $421,856  

Average outage duration Minutes  $3,834   $2,751  $1,826   $2,909  

6.7.5 Capping rewards and penalties under the SSAM  

388. Western Power proposes to retain the total caps on the revenue at risk under the SSAM at one per cent of 
transmission revenue and five per cent of distribution revenue.  

389. When compared to AA3, the revenue requirement and therefore, revenue at risk, has increased for both 

transmission and distribution, as shown in Table 6.8. However, as this only caps the total amount Western 

Power can earn, its financial incentives are driven by the individual incentive rates applied to each measure. 
This will mean that it is unlikely Western Power will earn rewards anywhere near the level of the cap. 

Table 6.8: AA3 and AA4 revenue at risk, $ real at 30 June 2017 

 AA3 AA4 proposed Change 

Transmission $3,180,400 $3,374,849 6% 

Distribution  $41,381,000 $53,802,089 30% 

390. We propose to retain the approach used in AA3 to fix the revenue at risk at the amount approved by the 

ERA in its final decision. This is different to our proposed pricing approach which will update the values on 

an annual basis (see Chapter 10). This will provide Western Power with certainty about our financial 

incentive rewards and penalties through the AA4 period. We do not expect this approach to result in 
ǿƛƴŘŦŀƭƭ Ǝŀƛƴǎ ƻǊ ƭƻǎǎŜǎ ŀǎ ǿŜ ŘƻƴΩǘ ŜȄǇŜŎǘ ƻǳǊ ǊŜǾŜƴǳŜ ǘƻ ŎƘŀƴƎŜ ƳŀǘŜǊƛŀƭƭȅ ƛƴ ǘƻǘŀƭ ƻǾŜǊ ǘƘŜ ǇŜǊƛƻŘΦ 

6.8 Investment adjustment mechanism  

391. The investment adjustment mechanism (IAM) provides for an adjustment to target revenue for differences 

between actual and forecast capital expenditure in certain expenditure categories. The IAM exists to ensure 
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customers do not pay for forecasting errors in these nominated expenditure categories by providing a 

true-up for revenue in the next access arrangement period. 

392. Western Power proposes to retain the methodology for calculating the IAM. However, we propose to 

change the categories of capex under the IAM for the AA4 period. In summary, we propose to: 

· remove distribution wood pole management from the IAM 

· remove the Rural Power Improvement Program (RPIP)93 from the IAM 

· include distribution metering in the IAM 

· retain transmission and distribution growth capex in the IAM 

· retain the SUPP in the IAM. 

393. Section 6.15 of the Access Code requires Western Power to include an IAM in its access arrangement. It is 

to ensure Western Power and its customers remain economically neutral as a result of any differences 

between the forecast and actual capex for categories of expenditure that are largely variable and externally 

driven. 

394. Each of our proposed amendments is discussed in the following sections. 

6.8.1.1 Removal of distribution wood pole management 

395. In its AA3 draft decision, the ERA decided94 ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǿƻƻŘ ǇƻƭŜ ƳŀƴŀƎŜƳŜƴǘ ŎŀǇŜȄ ǎƘƻǳƭŘ ōŜ 

subject to the IAM to ensure it was appropriately incentivised (even if expenditure was above the AA3 

allowance) to meet the EnergySafety Order 01-2009.95 Western Power has now fulfilled its obligations 

under the EnergySafety Order and therefore proposes to remove its wood pole management capex from 

ǘƘŜ L!aΦ ¢Ƙƛǎ ƛǎ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ 9w!Ωǎ ƛƴǘŜƴǘƛƻƴ ƴƻǘŜŘ ƛƴ ƛǘǎ Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴΥ  

¢ƘŜ !ǳǘƘƻǊƛǘȅΩǎ ǊŜǉǳƛǊŜƳŜƴǘ ǘƻ ƛƴŎƭǳŘŜ ǿƻƻŘ ǇƻƭŜ ǊŜǇƭŀŎŜƳŜƴǘ ƛƴ the investment adjustment 

mechanism is a one-off and the Authority does not consider that wood pole asset replacement 

would be included in the investment adjustment mechanism past the third access arrangement 

period.96 

6.8.1.2 Removal of the RPIP 

396. The RPIP was retained in the IAM for the AA3 period, however, no work in the RPIP has been undertaken 

since the AA2 period. No work under the RPIP is forecast for the AA4 period, therefore we propose to 
remove it from the IAM.  

                                                                                       

93  ¢ƘŜ wtLt ǿŀǎ ŀ Ƨƻƛƴǘƭȅ ŦǳƴŘŜŘ ²ŜǎǘŜǊƴ tƻǿŜǊ ŀƴŘ {ǘŀǘŜ DƻǾŜǊƴƳŜƴǘ ƛƴƛǘƛŀǘƛǾŜ ǘƻ ǳǇƎǊŀŘŜ ǘƘŜ ƴŜǘǿƻǊƪ ǘƻ ƛƳǇǊƻǾŜ ǇƻǿŜǊ 

ǊŜƭƛŀōƛƭƛǘȅ ƛƴ ор ǊǳǊŀƭ ŀǊŜŀǎ ƛƴ ǘƘŜ {ƻǳǘƘπ²Ŝǎǘ ŀƴŘ ǎƻǳǘƘ Ŏƻŀǎǘ ǊŜƎƛƻƴǎ ƻŦ ²!Φ ¢ƘŜ ǇǊƻƎǊŀƳ ŎƻƳƳŜƴŎŜŘ ƛƴ нллп ŀƴŘ ŎƻƴǘƛƴǳŜŘ 

ǳƴǘƛƭ нлмлΦ 

94  tŀƎŜ мосπмотΣ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ 9w!Σ 

нф aŀǊŎƘ нлмнΦ 

95  Lƴ {ŜǇǘŜƳōŜǊ нллфΣ ²ŜǎǘŜǊƴ tƻǿŜǊ ǿŀǎ ƛǎǎǳŜŘ ǿƛǘƘ ŀƴ hǊŘŜǊ ōȅ 9ƴŜǊƎȅ{ŀŦŜǘȅ ǿƘƛŎƘ ǊŜǉǳƛǊŜŘΣ ŀƳƻƴƎ ƻǘƘŜǊ ǘƘƛƴƎǎΣ ǘƘŀǘ ŀƭƭ 
ǳƴǎǳǇǇƻǊǘŜŘ ǊǳǊŀƭ ǇƻƭŜǎ ǿƘƛŎƘ ŘƛŘ ƴƻǘ ŎƻƳǇƭȅ ǿƛǘƘ ǊŜǉǳƛǊŜŘ ǎǘŀƴŘŀǊŘǎ ǎƘƻǳƭŘ ōŜ ǊŜǇƭŀŎŜŘ ƻǊ ǊŜƛƴŦƻǊŎŜŘ ōȅ нлмрΦ 

96  tŀƎŜ нмлΣ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ 9w!Σ р {ŜǇǘŜƳōŜǊ 
нлмнΦ 
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6.8.1.3 Inclusion of distribution metering 

397. Western Power proposes the distribution metering regulatory category of capex be included in the IAM to 

ensure that the deployment of advanced meters is not unduly constrained by the capex forecast. 

Investment in distribution metering is forecast to be $166 million. This includes a total of $43 million of 

incremental expenditure over three years to move from the current basic meter standard to the advanced 
meter standard. 

398. During our customer engagement program, we found that customers who have been educated about 

electricity tariffs are more likely to support a time of use tariff97, and customers who support a time of use 

tariff are willing to pay for technology that allows them to monitor their usage.98 It is clear there is some 

appetite among customers for advanced meters, therefore we are proposing a prudent implementation of 

advanced meters, installing advanced meters as the standard default meter for new meters and as old 

meters are scheduled for replacement. 

399. However, should Synergy (or other retailers in the advent of full retail contestability in WA) decide to 

promote the benefits of advanced metering to support its retail product offerings, it is likely that demand 

for advanced meters will increase significantly. If demand for advanced meters increases above historical 

volumes, Western Power may need to replace up to a further 896,000 meters with smart meters, at an 

additional cost of $454 million. Therefore, we propose to make distribution metering subject to the IAM to 

accommodate for any large scale additional uptake of advanced metering. 

400. Conversely, should Western Power be unable to implement advanced metering as proposed, for example if 

competing requirements mean metering replacement is deferred (as was the case during AA3 with the 

EnergySafety Order), the IAM would mean customers would be compensated in AA5 for the portion of the 
program not delivered. 

6.9 Gain sharing mechanism 

401. The GSM provides a financial incentive to reduce non-capital costs or improve productivity over the access 

arrangement period. GSM adjustments are only applied if all SSBs are achieved, and is designed to ensure 

Western Power only receives a reward where cost savings or productivity improvements do not come at 

the expense of lower service to customers.  

402. Western Power proposes to retain the existing GSM in the AA4 period, with two minor amendments. We 

propose to calculate the GSM adjustments relating to transmission and distribution service standard 

performance separately. We have also updated the inputs used to determine the network growth factors 

and efficiency and innovation benchmarks, which are used to calculate the GSM reward. The proposed 

calculations are provided in Chapter 10. 

6.9.1 Separation of the calculation of transmission and distribution GSM rewards 

403. We propose to split the GSM into two separate mechanisms for the AA4 period ς one mechanism for 
transmission and one mechanism for distribution.  

404. Under sections 6.26 and 11.1 of the Access Code, the GSM must be linked to SSB performance. In the AA3 

period, a single GSM applied across both the transmission and distribution networks. This means Western 

                                                                                       

97  /ǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘ ІсΣ ²ŜǎǘŜǊƴ tƻǿŜǊ ŎǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘǎ ŦŜŜŘōŀŎƪ ǊŜǇƻǊǘΣ 5ŜƭƻƛǘǘŜΣ !ǳƎǳǎǘ нлмсΦ 

98  /ǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘ ІфΣ ²ŜǎǘŜǊƴ tƻǿŜǊ ŎǳǎǘƻƳŜǊ ƛƴǎƛƎƘǘǎ ŦŜŜŘōŀŎƪ ǊŜǇƻǊǘΣ 5ŜƭƻƛǘǘŜΣ !ǳƎǳǎǘ нлмсΦ 
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Power foregoes any reward for efficiency improvements if customers do not receive the minimum level of 

service for each of the SSBs in each year of the access arrangement period. 

405. Our ǇǊƻǇƻǎŜŘ ŀǇǇǊƻŀŎƘ ǿƛƭƭ ōŜ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ ƻǇŜǊŀǘƛƻƴŀƭ ǎǘǊǳŎǘǳǊŜ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ōǳǎƛƴŜǎǎΦ 

Western Power operates and maintains its transmission network separately from its distribution network. 
It has distinct works programs, design and operational workforces. 

406. Separating the GSM into transmission and distribution will ensure: 

· each workforce is held accountable for its own performance 

· Western Power is provided with an equal incentive to achieve efficiencies in both the distribution 

and transmission networks 

· the incentive to achieve efficiencies in one network is not weakened by poor service performance 

in the other network 

· the current ambiguity regarding the appropriate allocation of GSM rewards between distribution 

and transmission target revenue requirements is removed.  

407. During the AA3 review process, Western Power proposed to similarly de-couple the performance of each 

network under the SSAM. This approach was supported by the ERA, which accepted in its draft decision 

that the approach provided a meaƴǎ ǘƻ ǊŜƳƻǾŜ ǘƘŜ ΨŘƛǎŎƻƴǘƛƴǳƛǘȅΩ ƛƴ ǘƘŜ {{!a99, and by WACOSS, which 
stated: 

ΦΦΦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŀƭ ǘƻ ƳƻǾŜ ǘƻ ŀ ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ƳƛƴƛƳǳƳ ǎǘŀƴŘŀǊŘǎ ŀƴŘ 

performance targets to enable it to earn rewards on a target-by-target basis. It is reasonable 

for Western Power to earn some part of the service standard bonus where it meets some, but 

not all of the performance targets.100 

6.9.2 Updated GSM input values 

408. Western Power proposes to retain its methodology for calculating rewards under the GSM, with updates as 
follows: 

· We propose to calculate the efficiency and innovation benchmarks separately for transmission 

and distribution opex categories. This aligns with our proposed GSM calculation methodology (see 

section 6.9.1). 

· We propose to calculate and apply the network growth factors separately for transmission, 

distribution, corporate and indirect costs and align the adjustment of the efficiency and 

innovation benchmarks with our proposed application of network growth. This is consistent with 

our proposed opex forecasting methodology (see Chapter 7). 

· We propose to update our uncontrollable opex costs to reflect those forecast for the AA4 period. 

This will ensure that Western Power is not unintentionally penalised or rewarded for forecasting 

errors associated with the cost of activities that it cannot influence. 

409. These changes are discussed in the following sections. 

                                                                                       

99  tŀƎŜ попΣ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ 9w!Σ р {ŜǇǘŜƳōŜǊ 

нлмнΦ 

100  tŀƎŜ муΣ ²!/h{{ {ǳōƳƛǎǎƛƻƴ ƻƴ ǘƘŜ 9w!Ωǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴΣ ²!/h{{Σ нлмнΦ 
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6.9.2.1 Application of network growth factors 

410. Consistent with the approach adopted for the AA3 period, we propose to retain the requirement to adjust 

the efficiency and innovation benchmarks to account for actual, independently audited growth of the 

network, rather than the forecast. 

411. We have updated the efficiency and innovation benchmarks adjustments to apply separate transmission 

and distribution network growth factors. This is consistent with how we propose to apply the network 
growth factors to the transmission and distribution forecasts for the AA4 period. 

412. Table 6.9 shows the transmission and distribution network growth factors that we have used to escalate 
the AA4 opex forecasts. 

Table 6.9: Network growth factors, per cent 
 

 2017/18   2018/19   2019/20   2020/21   2021/22  

Transmission 

Circuit length 0.32 0.33 0.22 0.33 0.32 

Ratcheted max. demand 0.00 0.00 0.00 0.00 0.00 

Energy delivered  0.30 0.00 2.89 2.50 0.00 

Weighted entry and exit 
connection point 

-0.24 -0.73 -0.25 -0.98 0.00 

Transmission weighted average 0.09 -0.11 0.62 0.35 0.09 

Distribution 

Customers 1.65 1.73 1.69 1.66 1.63 

Circuit length  0.91 0.91 0.91 0.91 0.91 

Ratcheted max. demand  0.00 0.00 0.00 0.00 0.00 

Distribution weighted average 1.21 1.26 1.24 1.22 1.20 

413. To adjust the efficiency and innovation benchmarks for actual, independently audited growth of the 

network, rather than the forecast, we propose to: 

· calculate the network growth factors for transmission and distribution, and apply those directly 

· calculate the weighted average of the transmission and distribution network growth factors that 

apply to: 

ï corporate opex using the proportion of corporate opex allocated to each, in accordance with 

the Cost and Revenue Allocation Methodology and as reflected in the Regulatory Financial 

Statements for the relevant financial year 

ï indirect costs as the proportion of transmission and distribution total expenditure that 

attracts indirect costs, in accordance with the Cost and Revenue Allocation Methodology and 

as reflected in the Regulatory Financial Statements for the relevant financial year. 
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414. Table 6.10 shows the weighted average growth factor that we have used to escalate the AA4 corporate and 

indirect cost forecasts. 

Table 6.10: Weighted average network growth factors for corporate and indirect costs, per cent 
 

2017/18  2018/19  2019/20  2020/21  2021/22  

Corporate 0.91 0.90 1.08 0.99 0.91 

Indirect costs 0.93 0.92 1.09 1.01 0.92 

6.9.2.2 Adjustments to the efficiency and innovation benchmarks 

415. Consistent with the approach in AA3, we propose to adjust the efficiency and innovation benchmarks for 

uncontrollable costs incurred over the AA4 period. This will ensure that Western Power is not 

unintentionally penalised or rewarded for forecasting errors associated with the cost of activities that it 
cannot influence. 

416. We have updated the efficiency and innovation benchmarks adjustments to reflect the AA4 forecasts for 
our uncontrollable opex.  

417. Table 6.11 and Table 6.12 show the efficiency and innovation benchmarks for transmission and distribution 
for the AA4 period, based on the forecast opex, adjusted for uncontrollable costs. 

Table 6.11: Transmission efficiency and innovation benchmark, $ million real at 30 June 2017 

 2017/18 2018/19 2019/20 2020/21 2021/22 

Total forecast transmission revenue 

cap opex 

93.8 84.2 83.2 84.6 84.6 

Adjustments: 

Superannuation costs for defined 

benefits schemes 

-0.05 -0.05 -0.05 -0.05 -0.05 

EnergySafety levy -1.19 -1.19 -1.20 -1.20 -1.21 

ERA costs (incl. licence fees and 

charges, standing charges, audits and 
specific costs) 

-0.44 -0.30 -0.30 -0.30 -0.44 

D-factor project costs - - - - - 

Unforeseen events - - - - - 

Technical Rules changes - - - - - 

Transmission efficiency and innovation 
benchmark 

92.2 82.6 81.6 83.0 82.8 
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Table 6.12: Distribution efficiency and innovation benchmark, $ million real at 30 June 2017 

 2017/18 2018/19 2019/20 2020/21 2021/22 

Total forecast distribution revenue cap 

opex 

292.5 268.3 266.5 272.6 274.8 

Adjustments: 

Superannuation costs for defined 

benefits schemes 

-0.15 -0.15 -0.15 -0.15 -0.15 

EnergySafety levy -3.26 -3.26 -3.28 -3.29 -3.30 

ERA costs (incl. licence fees and 

charges, standing charges, audits and 
specific costs) 

-1.19 -0.83 -0.83 -0.83 -1.21 

D-factor project costs - - - - - 

Unforeseen events - - - - - 

Technical Rules changes - - - - - 

Distribution efficiency and innovation 

benchmark 

287.9 264.1 262.3 268.4 270.1 

6.10 D-factor scheme 

418. Western Power proposes to retain the D-factor scheme during the AA4 period with minor administrative 

amendments to increase the timeliness of the process, and to provide certainty to Western Power on the 

outcƻƳŜǎ ƻŦ ǘƘŜ 9w!Ωǎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ 5-factor projects. 

419. The D-factor allows Western Power to recover an amount through target revenue in the next access 
arrangement period in respect of any additional: 

· opex incurred as a result of deferring a capex project during the next access arrangement period 

· opex incurred in the next access arrangement period in relation to demand management 

initiatives or network control services, where that opex meets the requirements of section 6.40 

and 6.41 of the Access Code. 

420. In iǘǎ !!о Ŧƛƴŀƭ ŘŜŎƛǎƛƻƴΣ ǘƘŜ 9w! ŘŜŎƛŘŜŘ ǘƻ ŜȄŎƭǳŘŜ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŦƻǊŜŎŀǎǘ ƴŜǘǿƻǊƪ ŎƻƴǘǊƻƭ ǎŜǊǾƛŎŜ 

costs from its AA3 opex allowance and instead require these costs to be recovered under the D-factor.101 

During the AA3 period, Western Power incurred costs associated with two network control services 
contracts.  

421. There is currently some ambiguity about the drafting of the D-factor scheme provisions in the access 

arrangement. To address these ambiguities, Western Power proposes to clarify that it is able to seek ERA 

                                                                                       

101  tŀƎŜ фмΣ Cƛƴŀƭ 5ŜŎƛǎƛƻƴ ƻƴ tǊƻǇƻǎŜŘ wŜǾƛǎƛƻƴǎ ǘƻ ǘƘŜ !ŎŎŜǎǎ !ǊǊŀƴƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ²ŜǎǘŜǊƴ tƻǿŜǊ bŜǘǿƻǊƪΣ 9w!Σ р {ŜǇǘŜƳōŜǊ 
нлмнΦ 
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approval of D-factor costs outside of an access arrangement review process (i.e. during the access 

arrangement period). Further, within 25 business days102 of the receipt of a submission, we propose to 

require the ERA to make a decision on whether the costs of that D-factor project meet the requirements of 

sections 6.40 and 6.41 of the Access Code, and therefore these costs can be added to the target revenue in 

the next access arrangement period. 

422. The benefits of this change are: 

· Western Power can invest in non-network solutions with greater confidence that the revenue can 

be recovered, which in turn increases the power of the D-factor incentive. As a result, customers 

are likely to benefit from innovation and demand management activities, which can be used to 

mitigate the need for costly capital investment. This is particularly important for non-network 

solutions and demand management solutions that are recurring through the access arrangement 

period. 

· The D-factor is designed to offset the bias towards capex projects that the IAM provides. That is, if 

the D-factor did not exist, or did not provide an effective incentive, Western Power would be 

incentivised to spend capex (to be adjusted in the following access arrangement period) rather 

than opex. This is because, without the D-factor, the cost of a non-network solution over and 

above the approved opex forecast could not be recovered from customers, and would also reduce 

any potential rewards under the GSM. This would incentivise Western Power to invest capex on 

major augmentations to avoid the risk of being penalised for higher than forecast opex 

· Due to the innovative nature of new non-network and demand management solutions, there is a 

greater risk around the likelihood of success. Therefore, in the absence of an effective incentive 

scheme, network service providers may have a bias towards investment in traditional network 

solutions. That is, there will be no incentive to develop capacity in non-network and demand 

management solutions.  

6.11 Unforeseen and trigger events 

423. Western Power proposes three changes to unforeseen and trigger events for the AA4 period: 

· include a new unforeseen and trigger event relatƛƴƎ ǘƻ ΨDƻǾŜǊƴƳŜƴǘ-ƭŜŘ ǊŜŦƻǊƳǎΩ 

· remove the mandated roll out of advanced interval meters as a trigger event 

· remove the redundant reference to the carbon pricing mechanism announced in 2011. 

424. All other unforeseen events and trigger events will be retained as per the AA3 period. 

425. Section 6.6 of the Access Code allows Western Power to recover prudent and efficient capex and opex 

incurred during a previous access arrangement period as a result of a force majeure event103 that are 
ǳƴŀōƭŜ ǘƻ ōŜ ǊŜŎƻǾŜǊŜŘ ǳƴŘŜǊ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ƛƴǎǳǊŀƴŎŜ ǇƻƭƛŎƛŜǎ104. 

                                                                                       

102  ¢Ƙƛǎ ǘƛƳŜŦǊŀƳŜ Ƙŀǎ ōŜŜƴ ǇǊƻǇƻǎŜŘ ŀǎ ƛǘ ŀƭƛƎƴǎ ǿƛǘƘ ǘƘŜ ǘƛƳŜŦǊŀƳŜǎ ŦƻǊ ǘƘŜ 9w! ǘƻ ŘŜǘŜǊƳƛƴŜ ǿƘŜǘƘŜǊ ŀ ƳŀƧƻǊ ŀǳƎƳŜƴǘŀǘƛƻƴ 

ǇǊƻǇƻǎŀƭ ƳŜŜǘǎ ǘƘŜ ǊŜƎǳƭŀǘƻǊȅ ǘŜǎǘ ǊŜǉǳƛǊŜƳŜƴǘǎ ǳƴŘŜǊ ǎǳōŎƘŀǇǘŜǊ фΦн ƻŦ ǘƘŜ !ŎŎŜǎǎ /ƻŘŜΦ 

103  ¦ƴŘŜǊ ǘƘŜ !ŎŎŜǎǎ /ƻŘŜ ΨŦƻǊŎŜ ƳŀƧŜǳǊŜΩ ƛǎ ŘŜŦƛƴŜŘ ŀǎΥ ŀ ŦŀŎǘ ƻǊ ŎƛǊŎǳƳǎǘŀƴŎŜ ōŜȅƻƴŘ ǘƘŜ ǇŜǊǎƻƴΩǎ ŎƻƴǘǊƻƭ ŀƴŘ ǿƘƛŎƘ ŀ 
ǊŜŀǎƻƴŀōƭŜ ŀƴŘ ǇǊǳŘŜƴǘ ǇŜǊǎƻƴ ǿƻǳƭŘ ƴƻǘ ōŜ ŀōƭŜ ǘƻ ǇǊŜǾŜƴǘ ƻǊ ƻǾŜǊŎƻƳŜΦ 

104  LƴǎǳǊŀƴŎŜǎ Ƴǳǎǘ ǊŜŦƭŜŎǘ ǘƘŜ ǘȅǇŜ ŀƴŘ ƭŜǾŜƭ ƻŦ ŎƻǾŜǊ ƘŜƭŘ ōȅ ŀ ǊŜŀǎƻƴŀōƭŜ ŀƴŘ ǇǊǳŘŜƴǘ ǇŜǊǎƻƴΦ CǳǊǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ 
²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ǇǊƻǇƻǎŜŘ ŜȄǇŜƴŘƛǘǳǊŜ ǊŜƭŀǘŜŘ ǘƻ ƛƴǎǳǊŀƴŎŜǎ ƛǎ ǇǊƻǾƛŘŜŘ ƛƴ /ƘŀǇǘŜǊ тΦ 
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426. Sections 5.34 and 5.35 of the Access Code allow Western Power or the ERA to specify one or more events 

in the access arrangement, after which have occurred, require Western Power to submit proposed 
revisions to its access arrangement. 

427. Any Government-led reform, such as those proposed under the EMR some of which have recently been 

reaffirmed by the Minister for Energy105, could have a significant impact on ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ expenditure. 

!ǎ ǘƘŜǎŜ ǿƻǳƭŘ ōŜ ƳŀƴŘŀǘŜŘ ŀƴŘ ƭŀǊƎŜƭȅ ƻǳǘǎƛŘŜ ƻŦ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ ŎƻƴǘǊƻƭΣ we should be provided with 

the opportunity to recover these costs either: 

· in-period using the trigger event provision to re-open the access arrangement 

· in the following access arrangement period using the unforeseen event provision. 

428. As it is proposed that advanced meters be subject to the IAM, we consider there is no need to retain a 

mandated roll out of advanced meters as an example of a trigger event. Nevertheless, this removal would 

not prevent us from using these mechanisms if there was any significant unforeseen costs as the result of a 
Government-led reform. 

429. We have removed the redundant reference to the carbon pricing mechanism that was introduced in 2011, 

but retained the broader reference to the introduction of any scheme or mechanism with respect, directly 
or indirectly, to emissions of greenhouse gases. 

430. We note that the provision of specific events in the access arrangement are examples only, and do not limit 

the application of these clauses. 

6.12 Technical Rules changes 

431. Western Power is proposing to retain the existing Technical Rules changes provisions for the AA4 period 

with a minor adjustment to clarify that Western Power will only report on changes where the costs are 

material.  

432. Sections сΦф ǘƻ сΦмн ƻŦ ǘƘŜ !ŎŎŜǎǎ /ƻŘŜ ǇǊƻǾƛŘŜ ŀ ƳŜŎƘŀƴƛǎƳ ǘƻ ŀŘƧǳǎǘ ²ŜǎǘŜǊƴ tƻǿŜǊΩǎ !!р ǘŀǊƎŜǘ 

revenue for any differences in actual capex or opex as against the AA4 forecast expenditure required to 
meet its Technical Rules obligations arising from amendments during the AA4 period.  

433. Western Power proposes to amend the access arrangement to clarify that it will report on each change to 

the Technical Rules that result in material changes to the costs incurred or savings achieved in AA4. This is 

because we consider that the cost of completing a full cost-benefit assessment of each non-material 

change to the Technical Rules as part of an access arrangement revision submission will outweigh the 

benefits. As part of any proposed Technical Rules amendments, we will assess and provide to the ERA the 
expected costs and benefits.  

6.13 Actual performance and proposed service standards 

434. Figure 6.10 to Figure 6.24 show the service standard benchmarks and targets proposed for the AA4 period 
in the context of historical benchmarks, targets and actual performance.  

                                                                                       

105  ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ǘƘŜ aƛƴƛǎǘŜǊ ŦƻǊ 9ƴŜǊƎȅΩǎ ǊŜπŀŦŦƛǊƳŀǘƛƻƴ ǘƻ ŜȄǘŜƴŘ ǊŜǘŀƛƭ ŎƘƻƛŎŜ ŀƴŘ ƳƻǾŜ ŦǊƻƳ ŀƴ ǳƴŎƻƴǎǘǊŀƛƴŜŘ ǘƻ ŀ ŎƻƴǎǘǊŀƛƴŜŘ 

ŀŎŎŜǎǎ ǊŜƎƛƳŜ ōȅ нлнлΦ 
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435. The actual data is presented on the basis of the changes proposed for the AA4 period unless otherwise 

stated. 

6.13.1 Distribution measures 

Figure 6.10: CBD SAIDI 

 

Figure 6.11: Urban SAIDI 
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Figure 6.12: Rural short SAIDI 

 

Figure 6.13: Rural long SAIDI 
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Figure 6.14: CBD SAIFI 

 

Figure 6.15: Urban SAIFI 
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Figure 6.16: Rural short SAIFI 

 

Figure 6.17: Rural long SAIFI 

  

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

N
u

m
b

e
r 

o
f 
in

te
rr

u
p

tio
n

s

Actual AA3 SSB AA3 SST AA4 SSB AA4 SST

0.5

1.5

2.5

3.5

4.5

5.5

6.5

N
u

m
b

e
r 

o
f 
in

te
rr

u
p

tio
n

s

Actual AA3 SSB AA3 SST AA4 SSB AA4 SST



 

EDM#43728581 

Page 117 

Figure 6.18: Call centre106 

 

6.13.2 Transmission measures  

Figure 6.19: Circuit availability 

 

                                                                                       

106  tǊƛƻǊ ǘƻ нлммΣ ǘƘŜ ŀŎǘǳŀƭ ǇŜǊŦƻǊƳŀƴŎŜ ŦƻǊ Ŏŀƭƭ ŎŜƴǘǊŜ Ƙŀǎ ƴƻǘ ōŜŜƴ ŀŘƧǳǎǘŜŘ ǘƻ ǊŜŦƭŜŎǘ ǘƘŜ ǇǊƻǇƻǎŜŘ ŎƘŀƴƎŜ ǘƻ ƳŀƧƻǊ ŜǾŜƴǘ 
ŘŀȅǎΣ ŀǎ ƻƴƭȅ ǘƘŜ ǊŜǇƻǊǘŜŘ Řŀǘŀ ǿŀǎ ŀōƭŜ ǘƻ ōŜ ŀŎŎŜǎǎŜŘ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ŘŜǾŜƭƻǇƛƴƎ ǘƘƛǎ ǎǳōƳƛǎǎƛƻƴΦ IƻǿŜǾŜǊΣ ŀǎ ǘƘŜ !!п {{.ǎ 

ŀƴŘ {{¢ǎ ŀǊŜ ŎŀƭŎǳƭŀǘŜŘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜ ǇǊŜǾƛƻǳǎ ŦƛǾŜ ȅŜŀǊǎΣ ǘƘƛǎ Ƙŀǎ ƴƻǘ ŀŦŦŜŎǘŜŘ ǘƘŜ ǇǊƻǇƻǎŜŘ ōŜƴŎƘƳŀǊƪǎ ŀƴŘ ǘŀǊƎŜǘǎ ŀƴŘ 

ƛǎ ƻƴƭȅ ǇǊƻǾƛŘŜŘ ŦƻǊ ƛƭƭǳǎǘǊŀǘƛǾŜ ǇǳǊǇƻǎŜǎΦ 
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Figure 6.20: Average outage duration 

 

Figure 6.21: Loss of supply event frequency >0.1 and Җ 1 

 






















































































































































































































































































































