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Economic Regulation Authority
Albert Facey House

Level 4, 469 Wellington Street
PERTH WA 6000

Transmission by email: public submissions@erawa.com.au

Response to Authority’s Draft on AA6 Framework and Approach

| appreciate the opportunity to provide submissions on the Economic Regulation
Authority’s (Authority) Draft Decision on the Western Power AA6 Review Framework
and approach (Draft).

Overview

1. This submission is made on behalf of Peel Renewable Energy Pty Ltd, Ocean Reef
Renewable Energy Pty Ltd and Eglinton Village Energy Pty Ltd, each of which hold
distribution and retail licences in respect of three currently operative microgrids,
with further projects under development.

2. The model is constituted by distribution, generation and storage assets, that are
typically deployed in locations where forecast load growth exceeds economically
available Western Power network capacity.

3. The model involves addressing this disconnect by securing economically
available network capacity, with local load growth underwritten by local
generation, battery storage and load control. Deployment of microgrids may
arise in circumstances other than these but with this particular niche, microgrids
are an active, vertically-integrated end-user engaging in flexible system
operations, reliant in each case on a “skinny” connection to the Western Power
network.

4. While there are similarities between microgrids and embedded or nested
networks, microgrids’ licenced status and integrated, flexible system operative
characteristics which are intended to operate behind capacity constrained
connection points means there may be particular characteristics of the covered
services required of Western Power and the regulatory settings for one will not
automatically be appropriate for another.

5. | support the Authority’s efforts to ensure that Western Power’s access
arrangement evolves to meet the needs of a more decentralised, data-driven
and flexible electricity system. However, the AA6 framework should not treat
licensed microgrid operators as ordinary load customers or as passive behind-
the-meter assets.
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6. Licensed microgrids operate distribution, generation and storage assets,

manage customer-facing supply and reliability obligations, and can provide
flexibility and system support in a way that is functionally closer to a local
distribution system operator.

7. For that reason, the framework should require Western Power to develop its
AA6 submission having regard to the distinct operational role of licensed
microgrid and other licenced network operators, which may be interconnected
with the Western Power network and ensure that any changes to access,
connection, tariff, control or data arrangements preserve non-discriminatory
treatment and do not undermine existing customer-side investments.

Reference Services and Tariff Structure

8. As you know, in addition to their availability for selection by users, reference
services and reference tariffs also provide a standard or benchmark for non-
reference service negotiations.

9. Having regard to this function, Western Power should be required to:

(a) ensure that its reference services do not entrench or create
discriminatory treatment of licenced, interconnected networks; or

(b) expand reference services to include a specific reference service tailored
for licensed interconnected networks which account for the system
operational characteristics of microgrids. This would address the unique
operational needs for entities like ours, which are not passive loads but
instead manage customer-facing systems, embedded generation and
storage. Eligibility criteria across other reference services should ensure
that any targeted reference service is not mandatory but can be utilised
by licenced distributors and network operators, where appropriate.

Reference service definition and terms

10. In developing the terms its reference services (and in reviewing its reference
services for re-approval), including the approved form of ETAC, Western Power
should consider the customer/ network-to-network hybrid character, identifying
and minimising terms that may contractually limit or hinder licenced network
operators from managing local systems, consistent with good electricity industry
practice, or which do not accurately reflect the “interconnecting networks”
character of the arrangement.

11. There are two examples, put for the Authority’s consideration.

Avoiding contractual entrenchment of discriminatory treatment under
regulation

12. The regulatory framework does not impose a single, uniform compliance
pathway across all participants in the electricity supply chain. To the extent that
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a network operator is compelled to comply with regulatory obligations, then a
contractual obligation to comply whether under a reference service eligibility
criteria or the approved access contract is not disputed. However, AA6 should
not contractually entrench discriminatory characteristics of the regulatory
framework and there is a risk of this occurring under the current approach to
regulatory settings.

Western Power, as a network operator regulated under Division 2 of the
Electricity (Network Safety) Regulations 2015 (WA) (Safety Regulations), is
subject at network level to the obligation to prepare, maintain and comply with
an approved safety management system. It is not obliged to itself comply with
AS/NZS 3000 and the WA Electrical Requirements unless those are set out in its
safety management system, which is not publicly available. By contrast:

(a) the Electricity (Licensing) Regulations 1991 (WA) impose direct
obligations in relation to electrical work and electrical installations,
including compliance with AS/NZS 3000 and the WA Electrical
Requirements, at the installation and customer interface level;

(b) a network operator not regulated under Division 2 of the Safety
Regulations will be obliged to itself comply with the WA Electrical
Requirements and AS/NZS 3000.

The reference service eligibility criteria then takes those obligations and uses
them as absolute threshold conditions to eligibility for reference services with
contractual effect, even if there is regulatory change or if an interconnected
network operator becomes subject to Division 2 of the Safey Regulations.

That asymmetry is material, shifting from a contractual obligation consistent
with regulatory obligations to a barrier to access with associated costs.

ETAC terms should account for a “connection point” being a licensed distribution
system interconnection, including with NQRS obligations

The regulatory framework does not expressly contemplate interconnection
arrangements between licenced distributors, seeing the connection being
between Western Power as the incumbent network operator and its customer
installations.

This is not unusual and is generally consistent with the approach adopted in the
NEM and the United Kingdom where interconnected distribution systems are
typically addressed by reciprocal connection agreements and bilateral
arrangements.

What is unusual in Western Australia are the different regulatory treatment of
entities when it comes to network design, as flagged above, and as Western
Power moves to a more DER integrated model with DSO function, formalised by
the Electricity System and Market Amendment (Tranche 9) Rules 2025.
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The Draft requires Western Power to produce a comprehensive strategy
addressing its transition. This is supported along with an approach that
prioritises agreement and an acknowledgement that licenced interconnected
networks have their own regulatory obligations in relation to network quality
and reliability, despite Western Power having a centralised DSO function and
noting also the terms of access, for example, the reasonably expansive
curtailment rights at clauses 16.3 and 25 of the current approve ETAC for AAS.

Reference tariffs

20.

In developing a reference tariff applicable to licenced network operators, the
principle of cost-reflectivity is supported provided that cost-reflectivity includes
an assessment of the contribution made by various loads and business models
to cost reduction of the Western Power network and this needs to be
emphasised, given stakeholder feedback about the difficulty in seeking
reference services which contemplate an adjustment to account for a
connection’s contribution to capital cost avoidance.

Metering

21.

22.

The accelerated rollout of advanced meters presents an opportunity to improve
operability for sophisticated network users, including microgrid operators. |
recommend metering services are designed to support customer-side
coordination and avoid unnecessary process or data barriers.

Advanced metering infrastructure (AMI) should enable timely access to metering
and operational data, which is essential for DER integration and network
optimisation. Metering costs must be fair and not disproportionately impact
consumers. Zenith Connected Energy supports rationalising metering services to
leverage the benefits of AMI while maintaining a choice of services.

Works timelines

23.

24,

25.
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It is expected that Western Power response times generally will be of great
interest to stakeholders in the preparation of AA6. However, the main timeline
concern from the perspective of a licensed distribution network again relates to
the treatment of the licensed network simply as a large customer.

The service standards and applicable timelines that apply to network
connections (particularly under a potential network-specific reference service)
should take into account that networks are subject to a variety of regulatory
obligations, including those stated above, including in respect of security and
reliability of supply.

As such, timeline delay does not just present project-related risks as it would for
typical large customer connections, it also undermines the licensed network’s
ability to meet its statutory obligations. This impacts all customers of the
microgrid, Western Power, and small use customers.
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Connecting Customers

26. | support the Draft’s proposal for a connections improvement strategy that
addresses the challenges with complex licensed network and DER-related
connections. However, | wish to emphasise the need for this strategy to include
clear and enforceable performance targets for connection timeframes,
particularly for complex projects.

27. This existing framework can result in protracted timelines and excessive
administrative burdens, which disproportionately affect licenced network
operators. Zenith Connected Energy’s projects involve complex technical and
operational requirements that require a higher level of responsiveness and
expertise from Western Power.

28. AA6 would benefit from restructuring that better accommodates the needs of
sophisticated network operators including through priority processing, cost
transparency, streamlined processes for complex connections and enhanced
stakeholder engagement.

Price Control Incentives and Adjustment Mechanisms

29. | support the Draft’s rejection of a pure revenue cap and new operating
expenditure mechanisms, as this would weaken incentives for rigorous demand
forecasting and efficient network solutions.

30. However, Zenith Connected Energy also supports mechanisms that better
recognise the contribution of microgrids and other non-network solutions in
delivering system benefits. This includes transparent reporting and assessment
of non-capital expenditure used to defer or avoid capital investment.

31. | recommend the Authority require Western Power to provide a clear strategy
for DER integration and transitioning to a DSO model. This strategy should
expressly recognise the role of microgrids as flexibility providers and customer-
facing system operators including but beyond that contemplated in the
reference service discussion, above.

I am happy to discuss any aspect of this submission with you at your convenience and
look forward to continuing engagement on this issue.

Jason Good
Executive Manager - Connected Energy
Zenith Connected Energy Pty Ltd

f_/‘\\\) 63 Belmont Avenue /H:Ql 08 9416 2000 :/9 zenithenergy.com.au
) Belmont WA 6103 N \=

Australia



https://zenithenergy.com.au/



