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Framework and approach for Western Power’s sixth access arrangement review: Draft decision

The Australian Energy Council (the “AEC”) welcomes the opportunity to make a submission to the Economic
Regulation Authority (the “ERA”) on the Framework and approach for Western Power’s sixth access
arrangement review: Draft decision (the “Draft Decision”).’

About the AEC
The AEC is the peak body for energy retailers and generators operating in competitive markets.

Our members generate and sell energy to over 10 million homes and businesses and are committed to
delivering a reliable, affordable and decarbonised energy system for consumers.

The AEC supports net zero by 2050 and recognises the electricity sector’s role in reducing Australia’s
emissions. Our members are major investors in renewables, firming and storage technologies that are
critical to ensuring customers continue to receive reliable and sustainable energy supply as we navigate the
energy transition.

Background

The AEC applauds the ERA’s effort in preparing the Draft Decision and appreciates its ongoing engagement
with stakeholders. The sixth access arrangement (“AA6”) comes at a critical time as the South West
Interconnected System (“SWIS”) evolves to meet new challenges associated with the energy transition. It is
imperative that Western Power uses the AA6 process to:

e Improve transparency on its long-term investment pipeline by setting out a plan for the development
of the network over the next 15 to 20 years, explain how that plan has been put together in the
absence of the Whole of System Plan, and what the investment pipeline will cost during AAG;

e Map out what challenges it expects during the AA6 period and how it how it will manage uncertainty,
particularly relating to changing Government policies and plans;

e Be more explicit in explaining how environmental impacts feed into planning and investment
decisions;

e Outline how it intends to continue to improve the connection process for all customers;
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e Ensure that reference service tariffs reflect the efficient costs of providing each reference service,
and there is no cross subsidy between reference services;

e Better align reference services with retail products to promote the efficient uptake of battery storage
and electric vehicles (EVs);

e Develop tariffs to encourage behaviours that will facilitate the energy transition, rather than purely
recover network costs.

Western Power needs to provide a long-term network plan

Getting the long-term transmission planning arrangements right is critical to enabling a timely, coordinated,
transition in the SWIS. Western Power should perform a critical role under the Electricity System and Market
Rules by producing regular transmission plans based on whole of system modelling including demand
projections and generation capacity. Despite this, there are currently multiple inconsistent system and
transmission planning reports published for the SWIS, which creates uncertainty and makes it difficult for
stakeholders to assess whether Western Power’s proposed expenditure in the AA6 period is efficient and fit-
for-purpose.

The absence of coordinated transmission planning resulted in the SWIS Demand Assessment being
produced in 2023. This report, prepared by the State Government, proposed a number of upgrades and
more than 4,000 km of new high-capacity transmission lines to unlock three renewable generation hubs
flagged for the north, east and south, with the first stage to be completed by 2027. However, the SWISDA
was quickly rebadged as a ‘vision’ and replaced by Western Power’s more conservative SWIS Transmission
Planning Update in May 2024.

The SWIS Transmission Planning Update identified a number of potential transmission augmentations. The
Clean Energy Link - North was earmarked as the first project to proceed but there were no details about the
route and timing of the other clean energy link lines or when they will progress, adding to uncertainty for
proponents.

The State Government then released the SWIS Transmission Plan in October 2025. It was produced without
a formal consultation process, despite it setting the transmission priorities that would likely feed into Access
Arrangement assessments and network tariff structures.

Alongside this, the Whole of System Plan, which is central to long term planning for the SWIS, has been
delayed until 2027, effectively removing an important forecasting and planning tool at a time when major
investment decisions are required to support the energy transition and as Western Power needs to consider
network requirements during AAG.

The AEC engaged Baringa in 2025 to prepare an independent report on the cost of delaying the energy
transition in the SWIS. Baringa commented that:

“There is not currently a shared understanding of the central transition pathway the government,
networks and market should be working towards ... The lack of a single, commonly accepted, report
and central scenario creates uncertainty for stakeholders across the market and makes it
challenging to ascertain how the transmission network can be expected to be built out to enable the
transition ... While a lot of considered planning work has been undertaken to date, the SWIS needs
a single long-term system plan which identifies a central transition pathway and — critically — which
key stakeholders can align on as the overarching system plan. The common acceptance and
adoption of the plan, including across government, is important to ensuring all other planning and
policy programs and publications are clear in their alignment with the plan and its central transition
pathway, providing certainty to network businesses and the wider market.”
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It is now timely for Western Power to use the AA6 process to articulate its plan for developing the network
over the next 15 to 20 years to meet the evolving needs of the SWIS. This plan should outline what the
network requires and when, how the network upgrades will be delivered, what challenges are envisioned,
how the AAG proposal fits within this broader plan, and what can be realistically delivered during the AA6
period. This would provide clear direction and investment signals, help Government and industry understand
the priorities, and support the ERA’s evaluation of Wester Power’s efficient and prudent expenditure.

Formalising the link between AA6 and system-wide planning

The AEC suggests that there needs to be better alignment between government policies, planning initiatives,
and the Access Arrangement. Western Power is preparing for the AA6 period in isolation without a current
Whole of System Plan or an overarching plan for the energy sector that identifies a central transition pathway
and guides network planning. In the absence of Western Power producing a longer-term plan, this gap
makes it difficult for the ERA to meaningfully assess whether Western Power’s investment, service delivery
and cost recovery occurs in a manner that is efficient, prudent and aligned with the long-term interests of
electricity consumers.

The AEC considers that the misalignment between the Access Arrangement and planning process could be
addressed by requiring Western Power to prepare its AA6 proposal against a clearly defined system-wide
planning baseline. Establishing such a baseline would reduce the potential for Western Power to develop its
Access Arrangement proposal in isolation from whole-of-system priorities and would improve transparency
for stakeholders, strengthen accountability for major expenditure proposals, and help ensure that AA6
supports the efficient coordination across generation, transmission, distribution, demand-side resources and
emerging technologies.

Managing uncertainty and mid-period change during AA6

The absence of a link between government policies, planning initiatives, and the Access Arrangement
creates a genuine risk that major policy shifts, new government directives or significant changes in forecasts
will have a material impact during the AA6 period and lead to mid-period cost escalations. These scenarios
are particularly challenging for AEC members to plan for. In this context, the AEC considers that Western
Power should be required to explain:

e How uncertainty will be addressed during AAG;
e What formal adjustment mechanisms it proposes; and

e What circumstances or scenarios would trigger a formal adjustment mechanism and mid-period
revision.

The AEC suggests that, where possible, uncertainty should be managed through transparent engagement
and staged approvals, rather than by immediately transferring avoidable risk to customers via tariffs and
creating unnecessary tariff volatility for network users.

Improving the connection process should remain a priority

Improving the connection process to reduce connection times and enhance transparency for generators,
large businesses, industrial customers and mining customers should remain an area of focus for Western
Power in AAG.

Western Power is to be recognised for undertaking a good amount of internal work in recent years to
improve communication and reduce the grid connection timeframe. In practical terms, this has meant
Western Power offering more customer self-service options, streamlining the connection process, and
implementing the Major Customer Portal.

However, Western Power is still only required to use ‘reasonable’ and ‘best endeavours’ to process grid
connections, and even if the connection processes has reduced to 30-months this timeframe creates a
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lengthy delay for serious proponents looking to invest in new generation and risks delaying the energy
transition.® Western Power’s efforts to implement the critical project framework also created unintended
consequences and caused some unusual outcomes; there have been cases where one project would be
given ‘connection ready’ status and an adjoining project at the same stage of development would be rejected
leading to clear ‘winers’ and ‘losers’ and no way for proponents to challenge the outcome.

The AEC considers that Western Power should be required to deliver a connection strategy that outlines how
it intends to further improve connection timeframes and communication. In particular, Western Power should
be required to set clear performance targets for reducing end-to-end connection timeframes, supported by
transparent reporting by process stage and customer category. This is especially important for generation,
large load, industrial and mining connections, where delays and uncertainty can impose significant cost and
investment consequences. In addition, the connection strategy should be practical, identifying what is
slowing the connections process, what resources or actions are needed, when these will be implemented
and how connections will improve.

Stronger accountability for connection performance should be embedded to ensure that Western Power’s
obligations in this area are sufficiently clear to drive operational reform during the AAG period.

Transparency and predictability of connection costs

The AEC supports the ERA requiring Western Power to “increase transparency and predictability of
connection costs and contributions, including how shared network augmentation costs are assessed and
allocated.™

The AEC is concerned that connection costs can be heavily shaped by Western Power discretion given
shared and connection assets are so broadly defined. The lack of clarity about what are shared or project
assets potentially slows the development process, impacts project viability and makes it difficult for
proponents to proceed with confidence.

A tighter definition of shared assets will:
e Reduce ambiguity

e Avoid a first mover disadvantage for proponents where the initial customer bears the full upfront
cost;

e Provide more transparency around reimbursement when additional customers connect;
e Promote more efficient investment.

Western Power should be encouraged to create and use a tighter definition of shared assets and identify
better ways to assess and allocate shared network costs.

Workable mechanisms for users to lower network costs

The AEC supports the ERA’s recommendation that discount rates should be published in Western Power’s
annual network opportunities map. However, this should not be the sole mechanism for providing
transparency. For these services to operate effectively, the discount methodology should be specified in the
relevant reference service and the applicable discount value should also be published in Western Power’s
price list, with Western Power required to work with customers to identify any cost savings. This would
provide greater certainty to network users and better enable embedded generation, orchestrated DER and
other non-network solutions to be deployed where they reduce network expenditure. Put simply, if a user is
reducing efficient network spend, that user should receive a clear and predictable financial benefit.

3 See Western Power AA5: Second annual progress report
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Demand risk should remain with Western Power

The AEC does not support any proposal that would shift demand risk from Western Power to network users.
The Draft Decision correctly observes that risk allocation is central to the incentive properties of the Access
Arrangement, and that Western Power’s current form of price control strikes an appropriate balance between
the service provider and customers. In particular, the ERA states that Western Power is generally better
placed than customers to forecast and manage demand-related risks, given its information, planning
capabilities and operational levers.5 The AEC agrees with this assessment.

Any proposal to weaken these incentives by moving towards a pure revenue cap, or otherwise transferring
demand risk to service recipients, is not supported. Such an approach would reduce the incentives for
rigorous demand forecasting, proactive connection management, demand-side solutions and efficient tariff
design. It could also expose users to higher charges without providing them with equivalent control over the
underlying drivers of those costs. If Western Power considers that particular aspects of the energy transition
create exceptional uncertainty, then any response should be tightly targeted, evidence based and limited to
clearly defined circumstances. The Access Arrangement should preserve the principle that Western Power,
as the owner and operator of the network, remains responsible for managing the demand-related risks
associated with its regulated business.

Conclusion

The AEC sincerely appreciates the consultation process conducted by the ERA, and welcomes the
opportunity to provide the above feedback on the Draft Decision.

Please do not hesitate to contact Graham Pearson, Western Australia Policy Manager by email on
graham.pearson@energycouncil.com.au or by telephone on 0434 019 668 should you wish to discuss this
further.

Yours sincerely,

Graham Pearson
Policy Manager, Western Australia
Australian Energy Council
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