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Economic Regulation Authority

STATEMENT OF INTENT
Stakeholder consultation on environmental
considerations

1. The ERA’s regulatory role

The Economic Regulation Authority is Western Australia's independent economic regulator.
Our purpose is to benefit all Western Australians by promoting strong economic outcomes
through effective regulation and decision making. We strive to make sure current and future
consumers pay no more than necessary for safe and reliable utility services.

The ERA has a number of roles in the energy sector, including oversight of the wholesale
electricity and gas markets, access regulation of monopoly electricity and gas networks, and
licensing and customer protection functions for household and small business users of
electricity and gas.

We make our decisions to support the long-term interests of consumers.

The ERA’s consideration of the long-term interest of energy consumers includes recognition
of three broad factors:

e The quality, safety, security and reliability of energy supply
e The price of energy
e The environmental impact of energy generation and consumption.

These considerations are set out in the electricity and gas objectives that we operate under.
Both objectives have been amended in recent years to explicitly include consideration of
environmental issues alongside price and reliability.

In electricity, the State Electricity Objective is:
To promote efficient investment in, and efficient operation and use of, electricity
services for the long-term interests of consumers of electricity in relation to:
(a) the quality, safety, security and reliability of supply of electricity; and
(b) the price of electricity; and

(c) the environment, including reducing greenhouse gas emissions.’
In gas, the National Gas Objective is:

To promote efficient investment in, and efficient operation and use of, natural gas
services for the long-term interests of consumers of natural gas with respect to—

(a) price, quality, safety, reliability and security of supply of natural gas; and

1 Electricity Industry Act 2004 (WA), section 3A, pp. 8-9 (online)
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(b) the achievement of targets set by a participating jurisdiction—
i. for reducing Australia’s greenhouse gas emissions; or

ii. that are likely to contribute to reducing Australia’s greenhouse gas
emissions.?

When performing our functions, the ERA takes all parts of the relevant objective into account
to serve the long-term interests of consumers.

2. Environmental considerations

The ERA considers environmental matters when making decisions across its multiple and
varied frameworks/responsibilities.

The ERA’s regulatory functions involve administering the set of rules that exist under the
regulatory instruments and their objectives (as identified above). The ERA reviews proposals
submitted by regulated entities and about regulatory matters to ensure they are substantiated
and reasonably likely to achieve the regulatory objectives.

Increasingly we are seeing proposals that include consideration of environmental matters.
The environmental requirements may be set by external third-parties or agencies and while
separate to the ERA’s regulatory arrangements we must still consider them and recognise
their impact on the proposals we review. For example, the implementation of emission
reduction targets through either government policy or business commitment.

As a regulator, our job is not to second guess regulatory obligations and government policies,
but to ensure that, in respect of matters within the ERA’s remit, their implementation is as
efficient as possible.

The ERA considers environmental matters in the same way it considers matters of safety and
reliability — in consultation with the relevant experts and through thorough interrogation of the
relevant data to ensure that expenditure is prudent.

3. Stakeholder consultation

Stakeholder consultation is a crucial part of the ERA’s regulatory processes, particularly to our
understanding of the long-term interests of consumers.

When developing their proposals, regulated entities often consult with stakeholders, including
on environmental matters. For example, stakeholders may be asked how they value the cost
of a service against its environmental impact. The ERA interrogates how regulated entities
present this information to us, to test its rigour and impact on regulatory proposals.

We actively seek stakeholder input throughout our regulatory processes and will highlight any
material expenditure associated with environmental regulatory compliance or corporate
environmental objectives that have been proposed by regulated entities.

2 National Gas Law, section 23.

The National Gas Law as implemented in Western Australia is set out as a note in the National Gas Access
(WA) Act 2009. This note does not form part of the Act but shows the text that applies as the National Gas
Access (Western Australia) Law.
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Across its regulatory functions, the ERA will continue our practice of consultative and
transparent assessment as a core element of our decision-making process. We will continue
to provide explicit reasoning for our decisions, including about environmental considerations.
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