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Invitation to make submissions

Submissions are due by 4:00pm WST, Friday, 12 June 2026

The ERA is required to decide some elements of the access arrangement in advance of
Western Power submitting its next access arrangement proposal. We set out our decision on
these matters in a document called the “framework and approach”.

We invite comment on this draft decision and encourage all interested parties to provide
comment on the matters discussed in this paper and any other issues or concerns not already
raised in this paper.

We would prefer to receive your comments via our online submission form
https://www.erawa.com.au/consultation.

You can also send comments through:

Email: publicsubmissions@erawa.com.au
Post: Level 4, Albert Facey House, 469 Wellington Street, Perth WA 6000

Please note that submissions provided electronically do not need to be provided separately in
hard copy.

All submissions will be made available on our website unless arrangements are made in
advance between the author and the ERA. This is because it is preferable that all submissions
be publicly available to facilitate an informed and transparent consultative process. Parties
wishing to submit confidential information are requested to contact us at info@erawa.com.au.

For further information please contact

General Enquiries Media Enquiries
Elizabeth Walters

Ph: 08 6557 7900 Ph: +61 428 859 826
info@erawa.com.au media@erawa.com.au
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1.  Summary

1.1 Background

Western Power’s network is a covered network under the Electricity Networks Access Code
2004 and so is required to have an approved access arrangement that sets out the terms and
conditions, including prices, for third parties seeking access to the network.

The first version of Western Power’s access arrangement (AA1) was approved in 2007 and
there have been four revisions since then with the current version (AA5) being approved in
March 2023.

Western Power is due to lodge its AA6 proposal with the ERA on 1 February 2027. Following
review and consultation with stakeholders we will approve revisions to the access
arrangement to take effect from 1 July 2028. The revised access arrangement will apply until
30 June 2032 and determine the target revenue that can be recovered through network tariffs
from 1 July 2027 to 30 June 2032."

As introduced for the AA5 review, there is now a two-stage decision making process. In the
first stage we decide on some elements of the access arrangement before Western Power
submits its proposal. We set out our decision on these matters in a document called the
“framework and approach”.

The second stage of the access arrangement review is Western Power submitting its access
arrangement proposal to us for approval. Western Power’s access arrangement proposal
must be consistent with the elements that have already been determined in the framework
and approach unless there has been a material change in circumstances, in which case
Western Power must provide reasons for the departure.

On 1 December 2025, we published an issues paper on the framework and approach.
Submissions were received from:

e Alinta Energy

e  Chamber of Minerals and Energy

e Change Energy

e City of Greater Geraldton

e Department of Energy and Economic Diversification
e WA Expert Consumer Panel

e  Chris Alexander (Expert Consumer Panel member)
e Sunrise Energy

e Synergy

1 The final decision is expected to be published by 31 March 2028 and the revisions will come into effect on
1 July 2028. The current access arrangement will continue to apply until the new revisions come into effect.
The access arrangement review was deferred by one year at the request of Western Power.

Framework and approach for Western Power’s sixth access arrangement review — 1
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Tesla Motors
WA Council of Social Services
Western Australian Local Government Association (WALGA)

Western Power

A summary of submissions is included as an attachment to this decision.

1.2 Draft decision on framework and approach

This document sets out our draft decision on the following matters that we are required to
determine for the framework and approach:?

Classification of services and a list of reference services together with tariff structures,
charging parameters and the approach to setting tariffs for each reference service.

Method for setting service standard benchmarks.
Form of price control.

Investment adjustment mechanism.

Gain sharing mechanism.

Service standards adjustment mechanism.

Demand management innovation allowance mechanism.

As permitted under the Access Code we have also included the following matters:®

General expectations for the approach Western Power should take to preparing its
proposal, and the content of that proposal.

Expectations for the contributions policy including any headworks schemes.
Streetlighting.
Connecting customers.

Electrification, integration of distributed energy resources and transition to distribution
system operator.

Electric vehicles.

Local area plans.

The decision on each matter is set out in the remainder of this document.

2
3

These matters that must be included are set out in section 4.A2 of the Access Code.

Section 4.A13 of the Access Code allows the ERA to include matters in the framework and approach that
are not listed in sections 4.A2.

Framework and approach for Western Power’s sixth access arrangement review — 2
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We invite submissions on our draft decision. Submissions are due by 4:00 pm (WST) Friday,
12 June 2026. We will consider any submissions received before publishing a final decision.

Framework and approach for Western Power’s sixth access arrangement review — 3
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2. Expectations for approach and content of
Western Power’s proposal

Our framework and approach issues paper sought views on expectations on the approach
Western Power should take to preparing its proposal, and the content of that proposal.

In its response to our issues paper, Western Power:

¢ Notes it is already implementing long-term planning in several ways, which it describes,
and welcomes further engagement with the ERA and other stakeholders on planning for
the long-term development of the network.

e Agrees its proposal should be clear, transparent and focussed on positive outcomes for
its customers. It considers it already provides significant transparency regarding its
performance and future proposals, both on an ongoing basis and as part of targeted
consumer engagement and provides descriptions of some of these.

e Considers there is a careful balance to take into account between the benefits of
reporting and/or publication requirements for the users of this published information,
against the administrative regulatory and cost burden this places on Western Power and
ultimately consumers.

Other stakeholder submissions generally supported the ERA using the framework and
approach to strengthen transparency and accountability in AAG, including clearer articulation
of long-term planning, deliverability and how proposed costs and services align with the
Access Code objective and the State Electricity Objective. Several stakeholders also
emphasised affordability and equity considerations (that is, between Western Power and
electricity customers), and the need for reporting that enables ongoing monitoring of delivery
and outcomes during AAG.

Specific feedback included:

e Calls for improved transparency on Western Power’s long-term investment pipeline,
network constraints and realism of what can be delivered during AA6 (including
resourcing and supply chain constraints).

o Expectations that Western Power clearly explains the purpose, outputs and outcomes of
proposal elements (including services, tariffs and incentive mechanisms) and how these
align with the Access Code objective and the State Electricity Objective.

e Emphasis on robust options analysis, including consideration of non-network solutions
and capital versus non-capital alternatives.

e Requests for clearer cost and demand forecasting assumptions (including sensitivities
for electrification, Electric Vehicle [EVs], Distributed Energy Resources [DER] and
storage) and how costs are allocated and recovered.

o Customer engagement expectations, including ensuring engagement and preference
analysis meaningfully includes customers experiencing energy stress and disadvantage,
supported by accessible “you said/we did” reporting.

Submissions also raised concerns that the timing of major Government policy and planning
initiatives (including Government decisions affecting cost recovery, system-wide planning
inputs, and the timing/availability of whole of system plans) can be misaligned with the AA6

Framework and approach for Western Power’s sixth access arrangement review — 4
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process, potentially creating uncertainty and undermining the ability to assess prudent and
efficient expenditure. Submissions considered this may affect the planning baseline used by
Western Power, the mechanics of material changes during AA6 (such as mid-period
revisions), and stakeholders’ confidence that the access arrangement is the primary
mechanism for efficient, customer-focused network investment.

2.1 Draft decision on framework and approach

We recognise the importance of balancing the costs of additional reporting and information
provision against the benefits such public data provides to customers and stakeholders. Our
expectations below are intended to support transparency, accountability and informed
engagement, while avoiding disproportionate administrative burden.

The expectations below are informed by the framework and approach issues paper and
submissions from Western Power and other stakeholders. We propose to expand and refine
these expectations in the final framework and approach decision, aiming to be as specific as
practicable to assist Western Power in preparing its AA6 proposal.

We require Western Power’s access arrangement proposal to:

e Comprehensively identify and address the challenges for the AAG period and beyond
based on all data and information sources currently available to Western Power. Identify
material challenges for AA6 and beyond by theme (for example, demand and
electrification, DER, resilience, asset condition, workforce and supply chain) and, where
material, by geography, and explain implications for capital expenditure, operating
expenditure, risk and customer outcomes.

o Set out a clear plan of how Western Power intends to meet the challenges, including
identifying uncertainties and how they will be managed. For each material challenge: (i)
describe the response (programs, projects and non-network actions); (ii) set out key
milestones and decision points; (iii) identify key dependencies; and (iv) identify key
uncertainties, including mitigation actions and review triggers. Include a deliverability
assessment including workforce and supply chain constraints and mitigation actions.
Where key system plans or policy inputs have not been formulated but are expected to
occur during the AAG period, explain the inputs and baseline assumptions used, how
this will be updated when information becomes available, and how material changes will
be managed.

e Set out Western Power’s long-term vision and plan for the development of the network
and how the proposal for the AAG period fits within that long-term plan. Show how AA6
fits in the long-term vision by: (i) identifying what is progressed in AAG; (ii) identifying
what is deferred and why; and (iii) explaining how key AAG choices affect longer-term
outcomes (including path dependency risks). Explain how the AAG proposal aligns with
key Government policies and plans available at the time with any material deviations.

o Demonstrate Western Power has considered all options when developing its forecast
expenditure, including non-network solutions and technologies and approaches that
may be new to Western Power but have been adopted (or are being adopted)
successfully by other electricity networks to improve the efficiency and utilisation of its
network.

e For each major program or project provide an options assessment that: (i) defines the
need; (ii) compares credible network and non-network options (including capital

Framework and approach for Western Power’s sixth access arrangement review — 5
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expenditure and operating expenditure trade-offs); (iii) states the decision criteria; and
(iv) justifies the preferred option.

e Focus on outputs and outcomes for customers. For each major category of expenditure,
specify outputs (what will be delivered), customer outcomes (what improves and for
whom) and how success will be measured (including key performance indicators
(KPls)), including baseline and expected AAG trajectory.

e Include demonstration that customers have been engaged effectively in the
development of the plan so that the proposed outputs and outcomes respond to
customer preferences. Summarise: (i) who was engaged; (ii) what was heard; (iii) how
this changed the proposal (you said/we did); and (iv) where preferences were not
adopted and why.

¢ Include arrangements for visible reporting and accountability for delivery during the
access arrangement period. Commit to a delivery and performance report to the ERA
that covers: (i) delivery against major milestones; (ii) outcome KPIs; and (iii) variances
and corrective actions, to enable at least annual public reporting.

e Provide full transparency of costs and assumptions. Where these are uncertain, there
should be full disclosure of how estimates have been made. Where relevant, provide
costs as unit costs and volumes (and fixed/variable splits) so that total costs can be
readily adjusted if delivered volumes differ from forecast. For major programs, provide
detailed assumptions used for cost build-ups (for example, unit costs and volumes), key
sensitivities, and a clear split between fixed and variable costs.

e Where costs to maintain existing services are forecast to increase, there needs to be
evidence that costs have been minimised as far as possible and/or identify options that
could reduce expenditure depending on priorities. Where increases are material,
explain: (i) the drivers; (ii) efficiency actions; and (iii) lower-cost options and trade-offs.

o For new requirements (for example, additional expenditure to undertake the Distribution
System Operator role) evidence that costs have been minimised as far as possible and
include identification and quantification of benefits arising to consumers in a form that
can be monitored going forward. For new obligations or functions: (i) specify minimum
requirements; (ii) describe the delivery option chosen; (iii) quantify incremental cost; and
(iv) quantify incremental benefits and how they will be measured (including KPIs).

e Be clear how environmental considerations will be addressed. Explain how
environmental impacts are incorporated into planning and investment decisions,
including: (i) which decisions require explicit environmental assessment; (ii) what
measures are used (for example, emissions impacts and climate resilience); and
(iii) how trade-offs with cost and reliability are assessed.

Framework and approach for Western Power’s sixth access arrangement review — 6
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3. Classification of services
The framework and approach must include a list and classification of services.

Services are defined as the conveyance of electricity and other services provided by means
of network infrastructure facilities and services ancillary to such services.

The access arrangement applies to covered services. A covered service is defined as a
service provided by means of a covered network including:

e« A connection service.

e An entry service.

¢ An exit service.

e A bidirectional service.

e A network use of system service.

e A common service.

e A service ancillary to any of the above services.

Western Power must use all reasonable endeavours to accommodate an applicant’s
requirements to obtain covered services and requirements in connection with the negotiation
of an access contract.

Covered services can be provided as reference services and non-reference services:

e Reference services are services specified in an access arrangement with a reference
tariff, a standard access contract and service standard benchmarks.

e Non-reference services are negotiated services. The Access Code’s central emphasis is
on negotiated outcomes. Western Power and existing customers or new applicants may
negotiate an access contract for access to any service (including a service which differs
from a reference service) on any terms (including terms which differ from a standard
access contract).

The Access Code provides for a covered service to be made an “excluded service” if it meets
the following criteria:

e The supply of the service is subject to effective competition.

e The cost of the service can be excluded from consideration for price control purposes
without departing from the Access Code objective.

Excluded services are not regulated.

Western Power can undertake unregulated activities, including using its covered network
assets to provide unregulated services, providing it complies with the Access Code ringfencing
objectives (which prohibit it from generating or retailing electricity except under certain
circumstances) and any other requirements governing the scope of its activities.

Framework and approach for Western Power’s sixth access arrangement review — 7
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Western Power’s services are currently classified as follows:
e Covered services
— Revenue target services:

— Reference and non-reference connection, exit, entry, bi-directional, standard
metering and streetlight maintenance services.*

— Non-revenue target services:

Ancillary reference and non-reference services (including supply abolishment,
capacity allocation swaps, direct load control/limitation, de-
energise/re-energise, streetlight LED replacements).

Services under the model service level agreement (including extended
metering services).

Access applications under the applications and queuing policy.

Temporary supply disconnections, high load escorts and permits, works in
vicinity, line relocations.

— Excluded services:
—  Network support services provided by batteries owned by Western Power.®
e Services that are not covered

— External fleet maintenance, private vegetation management, power training
services, underground cable connection work from the pillar in the street to the
adjacent property.

— Storage services other than network support (including leasing out spare capacity
or offering customers access to a shared storage service) are not covered services.

— Non-covered services that are provided by multi-function assets.®

Covered services have been classified as “revenue target services” or “non-revenue target
services”:

e Revenue target services are included in target revenue calculated under the price
control.

4 Synergy is the retailer for most residential and small business customers. Customers using more than
50 MWh/year are “contestable”, meaning they can choose their retailer.

5 This determination was made prior to the AA5 review. The ERA determined that network support services
provided by batteries are contestable and meet the requirements for an excluded service. Under this
approach, the capital cost of the battery sits outside the regulated business and is not included in Western
Power’s regulated asset base. The efficient costs of any network support service provided to the regulated
network business by a Western Power owned battery can be charged to the regulated business and this
operational expend. The excluded service approach better ensures a level playing field for all storage
service providers to provide network support services and enables the industry to develop the best
configuration of value stacking and ownership models.

6 Defined as network assets that are used to provide services other than covered services.

Framework and approach for Western Power’s sixth access arrangement review — 8
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e Non-revenue target services are not included in target revenue and have fixed fees or
are priced on application for each service request:

— Prices for supply abolishment, capacity allocation swaps, direct load
control/limitation, remote de-energisation/re-energisation, and streetlight LED
replacements are included in the annual price list.

— Prices for services under the model service level agreement are included in the
model service level agreement.

— Prices for access applications are included in the applications and queuing policy.

—  Other charges must be consistent with the approved contributions policy (if
relevant) or otherwise must be negotiated in good faith, consistent with the Access
Code objective and reasonable.

Revenue and costs for unregulated activities fall outside the scope of the access arrangement
unless covered assets have been used to provide the service. In such cases, under the
multi-function asset policy Western Power is required to share 30 per cent of the net
incremental revenue received with regulated network customers.

Stakeholder submissions raised concerns about vegetation management charges, service
levels and notice/coordination processes. Suggestions include treating aspects of vegetation
management as a regulated (covered) service with clearer definitions, greater transparency
(for example, indicative unit rates/bands) and improved joint planning/notification.

3.1 Draft decision on framework and approach

WALGA suggested that the vegetation management services Western Power provides to local
government could be classified as a regulated service. Our understanding is that these
services are being provided in areas where local government has responsibility for vegetation
management. Because the relevant local government is responsible for vegetation
management in those areas, Western Power’s provision of vegetation services to local
government is not a service provided “by means of” the covered network for the purpose of
supplying network access, so cannot be classified as a regulated service.

We do not propose any changes to the current classification of services.

Framework and approach for Western Power’s sixth access arrangement review — 9
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4. Reference services, eligibility criteria, tariff
structures, charging parameters and a
description of the approach to setting tariffs

An access arrangement must specify at least one reference service and specify a reference
service for each covered service that is likely to be sought by a significant number of network
services customers or a substantial proportion of the network services market.

Western Power’'s current reference services are set out in Appendix E of its access
arrangement. Appendix E includes the eligibility criteria for each reference service. The current
tariff structures, charging parameters and description of approach to setting tariffs are set out
in Appendix F.2 of the access arrangement.

Relevant matters raised in stakeholder submissions on the framework and approach issues
paper include:

o Tariff reform priorities, including addressing cross-subsidies between customers with
and without DER, and ensuring tariffs better reflect network cost drivers and changing
demand patterns.

o Calls to accelerate rationalisation and transition away from legacy time-of-use tariffs that
no longer align with system peaks.

e Concerns that some demand-based business tariffs may discourage behind-the-meter
batteries and demand shifting; suggestions that reforms should better reward flexibility
at times of network need.

e Requests for greater transparency and operability of network services and tariffs for
network users/retailers, including how tariffs are assigned and passed through to
customers.

e  Support for improved transparency of non-reference services (including pricing
principles and service levels) and consideration of whether some services should be
standardised or retired.

e A proposal for revised charging arrangements for long-term vacant sites.

4.1 Draft decision on framework and approach

Based on our review and stakeholder submissions, our draft position is to maintain the current
reference services, eligibility criteria, tariff structures, charging parameters and description of
approach to setting tariffs with the following amendments:

e Residential customers with DER are on bidirectional services and residential customers
without distributed energy resources are on exit only services. Separate tariffs are also
specified for these services. However, currently the pricing of these tariffs is identical.
The tariffs should be reviewed to ensure they are cost reflective.

e Remove the grandfathered residential and business time of use tariffs implemented prior
to AA5 from the list of reference services as they no longer align with current demand
patterns.

Framework and approach for Western Power’s sixth access arrangement review — 10
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e Amend the structure of the demand-based business/industrial tariffs so that demand
charges are based on the monthly demand at peak times to improve incentives for
shifting demand from peak to off-peak times including through the installation of DER.”

e The current reference services include entry and bi-directional service to facilitate
distributed generation or other non-network solutions. These services provide a discount
on the standard tariff if the distributed generation or other non-network solution results in
Western Power’s costs reducing. Users report that these services have not worked as
intended as the onus has been on the user to establish the cost reduction. As suggested
in submissions, we consider the discount rates should be published in Western Power’s
annual network opportunities map.

4.1.1 Metering services

The current list of metering and disconnection/reconnection services and pricing must be
amended to reflect that the accelerated rollout of advanced meters is expected to be complete
by the end of AAS5.

4.1.2 Cost allocations for revenue target services

Submissions raised concerns about how costs are allocated to services and customer groups.
We intend to review this as part of the access arrangement review. Western Power will be
required to submit detailed information on its cost allocation, and we will consult on this as
part of the access arrangement review.

4.1.3  Pricing of non-revenue target service

For regulated services that are not paid for via network tariffs (i.e. the services classified as
“non-revenue target services”) we require Western Power to include a full list of all such
services together with the basis of pricing of each service in its access arrangement proposal.
This will enable an assessment of how pricing transparency and predictability for these
services can be improved and whether any should be developed as reference services as part
of the access arrangement review.

7 Currently the demand charges are based on the rolling 12-month anytime maximum half-hourly demand
with a discounting formula applied based on the percentage of off-peak energy consumption as a proportion
of the total energy consumption.

Framework and approach for Western Power’s sixth access arrangement review — 11
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Service standards

The access arrangement must include service standard benchmarks for each reference
service. The service standard benchmarks must 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.

The method for setting the service standard benchmarks must be determined in the framework

and approach.

The current access arrangement includes the following service standard benchmarks:

Transmission entry and exit reference services:

Loss of supply event frequency, which measures the frequency of events where
loss of supply occurs (except due to planned outages) to transmission connected
customers on reference services and is reported separately for events exceeding
0.1 system minutes and 1.0 system minutes.

Average outage duration, which measures the average duration in minutes of all
unplanned outages on the transmission network for customers on transmission
reference services.

Distribution entry, exit, bi-directional, capacity allocation, and remote direct load
control/limitation reference services:

System Average Interruption Duration Index (SAIDI) for urban areas, rural short and

rural long feeders and the Perth central business district, which measures the

average number of minutes per customer of outages on the distribution network in a

year.

System Average Interruption Frequency Index (SAIFI) for urban areas, rural short
and rural long feeders and the Perth central business district, which measures the
average number of interruptions per customer in a year.

Call centre performance, which measures the percentage of calls responded to in
30 seconds or less.

Streetlighting services:

Service standards that apply to the distribution services.

Repair time.

A range of exclusions is specified in the access arrangement:

Transmission:

Outages and peak demand for customers receiving a non-reference service.

Planned interruptions (except transmission circuit availability which includes
planned outages but capped at 14 days).

Force majeure events.

Framework and approach for Western Power’s sixth access arrangement review —
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— Interruptions caused by a fault or other event on a third-party system.
— Momentary interruptions (less than one minute).
— The duration of each interruption is capped at 14 days.
o Distribution SAIDI/SAIFI:
— Planned interruptions.

— A day on which the major event day threshold, applying the “2.5 beta method”, is
exceeded.®

— Interruptions caused by a fault or other event on a third-party system.

— Interruptions caused or extended by a total fire ban or direction from a local or state
government body or state or federal emergency services, provided that a fault in, or
the operation of, the network did not cause, in whole or part, the event giving rise to
the direction.

e Call centre:

— Calls abandoned by a caller in four seconds or less of their postcode being
automatically determined or when a valid postcode is entered by the caller.

— Calls abandoned by a caller in 30 seconds or less of the call being placed in the
queue to be responded to by a human operator.

— All telephone calls received on a major event day that is excluded from SAIDI and
SAIFI.

— Afact or circumstance beyond the control of Western Power affecting the ability to
receive calls to the extent that Western Power could not contract on reasonable
terms to provide for the continuity of service.

The approach adopted for AA5 was to base the service standard benchmarks on the current
service standard performance which was calculated based on the average performance over
the AA4 period.

The only exception to this was the rural long SAIDI. Actual performance was significantly
below the level prescribed in the Electricity Industry (Network Quality and Reliability of Supply)
Code 2005 (NQ&R Code).

8 The 2.5 beta method excludes events which are more than 2.5 standard deviations greater than the mean of
the log normal distribution of five financial years of SAIDI data. The major event day threshold is determined
at the end of each financial year for use in the next financial year. The data set comprises daily unplanned
SAIDI calculated over the five immediately preceding financial years after exclusions are applied. Where the
logarithms of the data set are not normally distributed, the Box-Cox transformation can be applied to reach a
better approximation of the normal distribution.

If Western Power applies the Box-Cox transformation it must:
» Demonstrate that the natural logarithm of the data set is not normally distributed.
* Provide the calculations that demonstrate the application of the Box-Cox transformation method.

» Demonstrate that the resulting data set is normally distributed or that the normality of the data set is
improved.
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As the NQ&R Code is a legislative obligation, the ERA considered the service standard
benchmarks in the access arrangement should not be set below the standard of NQ&R Code
requirements. Consequently, the ERA set the AA5 service standard benchmark for rural long
feeders at 290 minutes rather than basing it on actual performance during AA4.

Usually, if Western Power does not meet a service standard benchmark it is subject to a
financial penalty at the next access arrangement review. The ERA acknowledged in its AA5
decision that improving regional reliability is likely to be costly, and customers are unlikely to
be willing to pay the entire cost required. However, 290 minutes is the SAIDI required standard
under the NQ&R Code and, as such, is a legislative requirement which Western Power must,
so far as is reasonably practicable, meet.

An allowance of $88 million was included in the AA5 forecast expenditure to develop and
implement an overall plan to properly address rural long reliability, including implementing
solutions that improve reliability in some pilot areas. The allowance was made subject to the
investment adjustment mechanism, so if Western Power does not invest the money as
intended the allowance will be returned to customers at the next review. In addition, providing
the allowance is invested as intended, the service standard adjustment penalty will be waived.

The AAS5 final decision also required Western Power to increase reporting on a geographical
basis. Since 2022/23, Western Power has reported SAIDI and SAIFI by individual feeder and
by local government area.

The current access arrangement also includes service standard benchmarks for the ancillary
reference services (supply abolishment, de-energise/re-energise services) which are
expressed as the time permitted for each service. In general, the time limits for these services
are prescribed in the Metering Code.

Service standards for metering services are included in Western Power’s model service level
agreement.®

In the framework and approach issues paper we sought stakeholder views on setting
disaggregated service standards for reliability and improving service standards relevant to
business processes.

Western Power’s submission includes the following:

e It wants to revert to setting benchmarks at minimum performance level —
97.5" percentile — and have separate measures (targets) for the service standard
adjustment mechanism.°

e It wants to retain the current feeder categories on a regional basis and not adopt more
disaggregated service standards.

e It wants to amend the SAIDI and SAIFI service standards to only include interruptions
greater than three minutes rather than the current method that includes interruptions
greater than one minute.

e It wants to expand the exclusions for call centre performance so that, in addition to
excluding calls received on a major event day, calls received on the day following a

9  This is a separate document from the access arrangement and is required under the Metering Code.
0 This is the approach used in AA3 and AA4.
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major event day are also excluded. In addition, it wants to add a new exclusion for “a
force majeure event affecting call centre performance”.

e ltis investigating the potential to develop other measures of customer service through
its customer engagement program which it may include in its AA6 proposal, including as
a potential replacement to the current call centre performance measure.

Stakeholder submissions indicated support for more disaggregated service standards and
there were some suggestions for new business process service standards:

e General support for more disaggregated reporting and, over time, more geographically
granular service standards that better reflect customer experience, particularly in poorer-
performing regional areas.

e Suggestions to strengthen service standards for key business processes (for example,
connections-related performance, and streetlighting service performance including cable
faults).

e Concerns about approaches that would weaken accountability (for example, setting
benchmarks at minimum performance levels rather than representative historical
performance).

e Requests to clarify the circumstances in which exclusions (including force majeure)
apply and how they interact with obligations to network users.

e Continued focus on addressing persistent poor reliability outcomes on rural long
feeders, including the effectiveness of plans and incentives intended to improve
performance.

e Concerns about metering service data quality/timeliness, and the operability of
processes for market participants (including business-to-business notifications and site
information), particularly in the context of advanced metering and evolving data needs.

5.1 Draft decision on framework and approach

We propose to retain the AA5 method of having benchmarks based on average historical
performance (for AAG it will be the AAS5 period) and those benchmarks are also the values
used in the service standard adjustment mechanism.

As found in the AA5 decision, setting separate benchmarks and targets causes confusion for
customers about what level of service Western Power is expected to deliver.

Western Power’s submission emphasises the importance of setting benchmarks at levels it
considers achievable. In this draft framework and approach decision, we propose that service
standard benchmarks should remain anchored to representative historical performance and
legislative requirements (where applicable), rather than being set at levels that would
materially weaken accountability for service outcomes.

With the benchmarks being set at the average level of performance, a better way to address
Western Power’s concerns about its ability to comply with the measure would be to specify
the calculation of actual performance against the benchmark to also be done on an average
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(over time) basis."" This would also be consistent with the performance measures in the NQ&R
Code and consistent with how the service standard adjustment mechanism operates.

For rural long SAIDI — subject to the outcomes of Western Power’s rural long reliability plan
and/or if the Power System Security and Reliability Review resets the standard — we propose
to maintain the AA5 approach of setting it at the NQ&R Code prescribed level.

In relation to disaggregating the service standards, there is now more data available, but we
currently have geographically disaggregated data only from 2022/23 and there are data quality
issues.

We will continue to work towards more disaggregated service standards over time; however,
for AA6 we propose to focus on improving the disaggregated reporting and data quality to
support future consideration of disaggregated benchmarks.

5.1.1 Definition of sustained interruptions

Western Power considers the definition of sustained interruption should be amended from one
minute to three minutes because:

e It can take longer than 60 seconds for relevant communications systems to send fault
signals back to the master station which impacts on Western Power’s ability to restore
power within the one-minute window even where “immediate” restoration can and does
successfully occur.

e The Australian Energy Regulator (AER) and United Kingdom regulator Ofgem incentive
schemes are based on interruptions greater than three minutes.

However, although interruptions less than three minutes are excluded from the AER’s and
Ofgem’s incentive schemes, they are still considered important and are separately measured
and reported on.

We acknowledge that, as the network continues to evolve and automation matures, there may
be merit in reviewing how different categories of interruptions are measured and reported.
However, any such change should be considered holistically, including customer engagement,
reporting arrangements and the interaction with service incentives, rather than through a
narrow change to the definition of sustained interruptions at this stage.

We do not consider that excluding interruptions of less than three minutes would appropriately
balance incentives, accountability and customer outcomes for the AA6 period.

5.1.2 Call centre performance

We propose to retain the current call centre performance method because it is well
understood, is consistent with the existing service standard benchmark framework (a single
benchmark anchored to representative historical performance), and already contains defined
exclusions to ensure performance is assessed on a comparable basis (including exclusions
for short-abandoned calls and calls received on major event days that are excluded from SAIDI
and SAIFI). In our view, expanding exclusions (for example, to the day after a major event
day) or introducing additional broad exclusions (such as a new force majeure exclusion) risks
weakening accountability and reducing transparency at a time when stakeholders are seeking
clearer service outcomes.

" For example, the rolling five year average.
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5.1.3  Metering services

In relation to stakeholder concerns about the service standards for metering services, this will
require a review of Western Power’s model service level agreement. This document was last
updated in 2020." A review can be initiated by either the ERA or Western Power. We are
interested in stakeholder views on the need for, and timing of, such a review.

5.1.4  Streetlighting

Service standard benchmarks for streetlighting services are considered in the relevant
sections of this document.

2. The model service level agreement is required under the Metering Code and must be approved by the ERA.
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6. Price control, incentives and adjustment
mechanisms

The regulatory framework that has been in place since the Access Code was implemented by
the State Government is an incentive-based scheme, rather than what is sometimes referred
to as “cost-plus” or “rate-of-return” regulation.

The access arrangement does not set an “expenditure allowance” for the access arrangement
period but rather a “price control” that determines revenue for the purposes of setting network
tariffs during the access arrangement period.

The objectives of the price control are:

o To give Western Power the opportunity to earn revenue (target revenue) for the access
arrangement period from the provision of covered services as follows:

— An amount that meets the forward-looking and efficient costs of providing regulated
network services, including a return on investment commensurate with the
commercial risks involved.

— The Tariff Equalisation Contribution gazetted by Government.

— A Demand Management Innovation Allowance that can be used during the access
arrangement period to fund research and development in demand management
projects that have the potential to reduce long term network costs.

— The following items relating to previous access arrangement periods:

— Areward for efficiency gains and innovation beyond the efficiency and
innovation benchmarks in a previous access arrangement, or penalties for
efficiency losses derived from a failure to meet the efficiency and innovation
benchmarks in a previous access arrangement.

— Recovery of revenue that was deferred from the second access arrangement.

— Advanced metering communications infrastructure expenditure incurred prior to
30 June 2022.

— Investment adjustment mechanism.
— Service standards adjustment mechanism.
— Unforeseen events from the previous access arrangement period.

— Increases or reductions in expenditure during the previous access arrangement
period due to technical rule changes.

o To enable users to predict the likely annual changes in target revenue during the access
arrangement period.
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e« To minimise, as far as reasonably possible, the variance between expected revenue for
the last pricing year in the access arrangement period and the target revenue for that
last pricing year."

The Access Code specifies that the amount determined in seeking to achieve the above
objectives is a target, not a ceiling or a floor.

Risk allocation is central to how the framework creates incentives. In general, forecasting
uncertainty should be treated symmetrically — the service provider bears the consequences
when demand or costs are higher than forecast and retains the benefits when they are lower
than forecast. This symmetry supports efficient forecasting, cost control and demand-side
solutions, while allowing users to benefit over time through lower efficient costs.

The periodic setting of target revenue, operation of the various incentive and adjustment
mechanisms during the period and provisions in the Access Code for mid-period revisions
need to be considered as an integrated system and over the long term:

e Regulating target revenue rather than costs means that the service provider has
flexibility during the access arrangement period to spend (or not spend) the revenue it
collects in whatever way it needs or chooses to provide regulated services and meet its
obligations.

e Setting target revenue in advance for a fixed period:
— Provides more certainty for users about network charges.

— Incentivises the service provider to submit its best demand and expenditure
forecasts for the period.

— Incentivises the service provider to manage its costs and seek additional
efficiencies because it will retain the benefit or out-performance during the access
arrangement period or will need to separately fund (not from network tariffs) any
under-performance during the access arrangement period.

— Further incentivises, through the additional incentive and adjustment mechanisms,
efficient expenditure while maintaining (or improving) service standards and
allowing adjustments for unforeseen events or changes to obligations.

— Assists with information asymmetry as it allows the regulator to set prices based on
best-estimate efficient forecasts and then lets incentives and outcome reveal
efficiencies over time.

e The provisions in the Access Code for mid-period revisions provide a limited safety

mechanism for discrete and externally imposed events that cannot reasonably be
managed through ex ante forecasting and control design.

6.1 Current framework

Western Power’s current form of price control is a modified revenue cap. This means that
when Western Power updates its tariffs each year, it must ensure that the forecast revenue

3 This objective is relevant for the profile of target revenue over the access arrangement period. Often annual
target revenue derived using a building block approach is lumpy over the period and it may be appropriate to
smooth the revenue profile over the period. This objective seeks to ensure the final year smoothed revenue
is close to the unsmoothed revenue.
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from those tariffs is equal to the target revenue determined in the final decision (after adjusting
for actual inflation and changes in the cost of debt and tariff equalisation contribution).

There is no adjustment for any under-recovery or over-recovery of actual revenue compared
with forecast revenue from previous years. In addition, the forecast customer numbers and
energy volumes must be consistent with the demand forecast used for the access
arrangement.

This form of price control ensures Western Power is exposed to demand risk rather than
guaranteeing it a fixed level of revenue and passing on the costs (or returning revenue) to
users. This provides incentives for Western Power to develop more efficient tariffs, encourage
the connection of new customers and offer services that meet user requirements and benefit
Western Power through increased revenue, reduced costs or a combination of both.

Historically, the target revenue included in the price control formula has been determined using
a building block approach. The main building block components are:

e Operating expenditure.

e Capital expenditure, which is included in target revenue via:
— Depreciation recovered over the economic life of the asset.
— Areturn on the regulated asset base.

o Taxation.

e Tariff Equalisation Contribution.

o Adjustments from the previous access arrangement period for incentive and adjustment
mechanisms."®

Under the current access arrangement framework, the incentives for operating expenditure
compared to capital expenditure are different. The Access Code does not include a
mechanism for the retrospective recovery of non-capital costs. In contrast, all efficient capital
costs incurred during the period are added to the opening regulatory asset base for the next
access arrangement period. This could result in Western Power choosing a solution that
requires capital costs even when a solution that includes non-capital costs would be the overall
least cost option. The Demand Factor or D-factor was introduced to remove this disincentive.
It provides for the recovery, in the next access arrangement period, of operating expenditure
incurred as a result of deferring a capital expenditure proposal or for network control services
or demand-management initiatives.

Other mechanisms in the current framework that are intended to incentivise efficient
expenditure while maintaining (or improving) service standard performance are:

e The service standard adjustment mechanism which is intended to ensure that cost
efficiencies are not achieved at the expense of service standards and that service
standards are maintained or improved. Western Power earns a financial reward if it

The regulated asset base represents the capital investment in regulated assets and is calculated by adding
capital expenditure to and deducting depreciation from the opening regulated asset base.

5 Including the service standard adjustment mechanism, gain sharing mechanism, investment adjustment
mechanism, D-factor and deferred revenue.
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exceeds the service standard benchmark and incurs a penalty if it performs below the
service standard benchmark.

The gain sharing mechanism which increases the incentive for Western Power to
achieve operating cost efficiencies as it allows Western Power to retain the out-
performance or under-performance for the same period of time, regardless of which
year during the access arrangement period the out-performance or under-performance
was made.

Without the gain sharing mechanism, out-performance or under-performance in year
one would be retained for five years but out-performance or under-performance in year
five would be retained for only one year. Consequently, there would be less incentive to
minimise operating costs in the latter years of an access arrangement period.

The investment adjustment mechanism can be applied to capital expenditure.

For expenditure that is not subject to the investment adjustment mechanism, Western
Power is incentivised to minimise its costs or find additional efficiencies during the
access arrangement period because it can retain out-performance on the forecast return
on investment or must fund any under-performance on the forecast return on
investment.

For expenditure that is subject to the investment adjustment mechanism, target revenue
will be adjusted at the next review to adjust the return on investment to reflect the actual
expenditure incurred.'®

Actual capital expenditure (whether it was subject to the investment adjustment
mechanism or not) is reviewed at the next access arrangement review and only efficient
capital expenditure is added to the opening capital base for the next period.

The demand management innovation allowance mechanism which provides funding
for innovative research and development in demand management projects that have the
potential to reduce long term network costs.

6.2 Potential issues with current access arrangement

framework

Our framework and approach issues paper noted we were considering how the price control
and incentives and adjustment mechanisms can be adapted to better:

Improve Western Power’s accountability for delivering the access arrangement and
complying with it.

Deal with uncertainty while maintaining incentives for efficient investment and
accountability for Western Power to deliver.

The following expenditure categories are currently subject to the investment adjustment mechanism:

The transmission network expansion projects identified by Government to support the announced closures
of coal fired generation as set in the AAS5 final decision.

Underground power program.
Standalone power systems program.

Allowance for developing and implementing an overall plan to address regional reliability, including
implementing solutions that improve reliability in pilot areas, as set out in the AAS5 final decision.
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Ensure the most efficient option is chosen regardless of whether it is capital or
non-capital costs.

As set out in its submission on the issues paper, Western Power considers that the price
control, incentives and adjustment mechanisms need to be modified to provide:

A fair and stable revenue recovery mechanism that corrects under or over-recovery of
approved annual revenue in subsequent years, so customers face predictable costs and
pay over time.

Flexible tools to manage uncertainty in capital expenditure, allowing the network to
expand efficiently when demand is higher than forecast and return funds when it is
lower.

A matching mechanism for operating expenditure so costs can adjust when
circumstances change unexpectedly and in ways beyond Western Power’s control.

Clear, pre-defined triggers for mid-period revisions, providing certainty about when and
how relevant elements of the access arrangement can be updated.

Specifically Western Power proposes:

Reverting to a pure revenue cap.

Including growth related capital expenditure in the investment adjustment mechanism
and creating new operating expenditure mechanisms (similar to the investment
adjustment mechanism) for non-network solutions including Non-Cooptimsed Essential
System Services and operating expenditure associated with capital expenditure projects
included within the scope of the investment adjustment mechanism. Western Power
may propose additional categories of expenditure for this treatment.

Apply a cap to the level of overall surplus and deficits under the gain sharing
mechanism.

Specifying the circumstances for mid-period revisions and the process that applies.

Stakeholders were supportive of improving transparency, accountability and ensuring efficient
investment (including choosing the most efficient option regardless of whether it is capital or
non-capital costs):

Support for strengthening transparency and accountability of incentive and adjustment
mechanisms, including clearer linkage between expenditure, outputs and outcomes.

Some stakeholders advocated for a stronger total expenditure-style approach and/or
mechanisms that reduce bias between capital and non-capital solutions and better
accommodate uncertainty while retaining efficiency incentives.

Calls for clearer, well-specified mechanisms for dealing with material changes during the
period (including mid-period revision pathways) to manage uncertainty without reducing
transparency or weakening incentives.
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6.3 Draft decision on framework and approach

6.3.1 Price control
In response to the issues paper, Western Power argues that the current price control does not
enable it to recover the full target revenue it is permitted. It claims to have under-recovered
$178 million ($ million 2027) over the AA4 period and $217 million ($ million 2027) in the first
three years of the AAS period.

We have been tracking this in the annual progress reports. There are errors in Western
Power’s calculations which it has subsequently acknowledged.

Western Power slightly over-recovered revenue during the AA4 period ($11 million in June
2027 dollars) and the under-recovery during AA5 is much less than claimed: $179 million in
June 2027 dollars.

More than 40 per cent of the under-recovery during AA5 relates to 2022/23. As Western Power
was given the opportunity to update this revenue forecast as close as possible to the final
decision published in March 2023 — the under-recovery for that year appears to relate more to
Western Power’s revenue forecasting accuracy rather than the price control.

Additional analysis on the difference between forecast and actuals is included in our annual
progress reports."’

It is important to recognise that, as set out in the Access Code, the amount of revenue
determined by the price control is a target — not a ceiling or a floor.

There are choices of price control that could be adopted that allocate demand risk differently.
In simple terms:

¢ Under arevenue cap — demand risk is passed on to consumers.

e Under a price cap — demand risk is with the service provider.

The price control that currently applies to Western Power falls between these two ranges.
We do not agree with the arguments put forward by Western Power to amend the price control.
We are concerned that reverting to a “pure” revenue cap would weaken incentives for:

e Rigorous and accountable demand forecasting

e Proactive connection management

e Demand side solutions

o Efficient tariff design

Western Power is generally better placed than customers to forecast and manage demand-
related risks, given its information, planning capabilities and operational levers. Our view is

that Western Power’s current form of price control remains the appropriate balance of risks
between Western Power and customers.

7" Qur annual progress reports can be found here.
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However, while we do not accept Western Power’s proposal to revert to a pure revenue cap,
we recognise that the energy transformation may increase uncertainty for particular demand
drivers. Our view is that the existing form of price control can be amended to accommodate
this forecasting uncertainty if needed.

If Western Power considers there are circumstances that would justify amendments to the
existing price control, it will need to make a clear, evidence-based case. That case should
identify: (i) the specific drivers and why uncertainty for those drivers is materially different in
nature or scale; (ii) why Western Power cannot reasonably manage this uncertainty through
forecasting, planning and operational responses, and through existing mechanisms; and (iii)
why, in those circumstances, the current allocation of risk between Western Power and
customers should be altered.

Subject to a robust case being put forward, we will consider whether targeted amendments to
the existing price control are warranted for clearly defined circumstances, while preserving
incentives for efficient forecasting and delivery.

6.3.2 Service standard adjustment mechanism

We consider the current mechanism should be retained.

6.3.3 Investment adjustment mechanism

Western Power’s proposal to include all growth expenditure in the investment adjustment
mechanism is too blunt and would reduce transparency and accountability.

We agree the investment adjustment mechanism can be used to create better tools for
managing uncertainties. However, it must be tightly specified to specific projects/programs
with clear output measures.

Creating separate new operating expenditure mechanisms like the investment adjustment
mechanism may also be a useful tool but would need to be done with caution to ensure
transparency and accountability.

Taking this a step further, a combined investment/operating expenditure adjustment
mechanism would be useful for projects/programs where it is important to ensure the most
efficient option is chosen regardless of whether it is capital or non-capital costs. Alongside this
the current D-factor could be modified (and renamed) to work in conjunction with a combined
investment/operating expenditure adjustment mechanism.

Western Power will need to identify expenditure (tightly specified for specific
projects/programs with clear output measures) that it would like to be included in a combined
investment/operating expenditure adjustment mechanism and put forward a case for why it is
necessary.

6.3.4  Gain sharing mechanism

We do not agree with Western Power’s proposed amendments to the gain sharing
mechanism.

The gain sharing mechanism is intended to apply to operating expenditure outcomes that are
within scope of the base-step-trend forecast and the incentive framework.'® Costs that are

8 Historically Western Power has adopted the “base-step-trend” approach to develop its proposed forecast
expenditure. Under this approach, a base year of efficient expenditure is established, adjustments are made
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addressed through other defined mechanisms (for example, unforeseen events, new
obligations, D-Factor and any investment/operating expenditure adjustment mechanism) are
excluded from the gain sharing mechanism.

Applying an arbitrary cap to the gain sharing mechanism as proposed by Western Power

would impede the incentive properties of the mechanism and be inconsistent with the Access
Code.

6.3.5 Demand management innovation allowance mechanism
Western Power indicated it was supportive of the current demand management innovation

allowance mechanism. We do not consider any changes are needed to the current
mechanism.

6.3.6 Mid-period revisions

Western Power considers the access arrangement should include pre-defined triggers for
mid-period revisions.

The Access Code provides a very flexible approach to adjustments and re-openers.
There are effectively three layers:
¢ Mechanisms that apply during the access arrangement period but are accumulated and
captured at the next review — unforeseen events, technical rule changes, investment
adjustment mechanism, D-factor.
e Mid-period revisions that do not require a full review of the access arrangement.
— There are no restrictions on Western Power applying for mid-period revisions.
— The ERA must determine whether “the advantages of varying the access
arrangement outweigh the disadvantages, in particular the disadvantages
associated with decreased regulatory certainty and increased regulatory cost and

delay.”

e Full re-opening of the access arrangement — the Access Code uses the term “Trigger
Events” for this type of re-opener.'®

Additional prescription in the access arrangement — as Western Power appears to be seeking
— would reduce the current flexibility and potentially create confusion.

for discrete step changes (for example, new obligations or changed scope) and a trend is applied to reflect
expected changes over time (for example, output growth, real price effects and productivity).

9 “Trigger event” is defined in the Code as a set of one or more circumstances specified in an access
arrangement which would require Western Power to submit proposed revisions to the ERA and require the
ERA to consider the proposed revisions in accordance with the full access arrangement review and approval
process. As has been the case since AA1, the access arrangement includes a broadly specified trigger
event so that, if needed, Western Power can revisit its complete access arrangement if an event beyond its
control has a material effect on its ability to provide covered services.
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7. Streetlighting

Although the special focus actions included in the AA5 decision on streetlights have led to
some progress in resolving longstanding issues — the pace of improvement is not what we had
hoped.

Western Power’s submission does not mention streetlighting.

Stakeholder submissions, including Synergy, express concerns about Western Power’s
progress and raise new issues:

e Concerns that the current streetlighting service standards do not capture key elements
of customer experience (including the impact of cable faults) and do not provide
sufficient transparency on outage types and actual restoration times.

e Requests changes to charging arrangements when lights are not operational (for
example, credits/adjustments), and clearer accountability for performance.

e (Calls for better asset and performance data provision to enable customers (including
Local Government Authorities and network users) to reconcile charges and plan lighting
upgrades.

e Strong interest in clearer and more coordinated LED upgrade planning and
communication, including opportunities to accelerate rollout and manage technical
performance risks for new lighting types.

e Suggestions to enable or expand third-party/contestable pathways for certain public
lighting activities, subject to appropriate safety and quality controls, and to ensure
broader engagement (including with Synergy where relevant).

7.1 Draft decision on framework and approach

Our AA5 requirement for Western Power to consult on and publish a Public Lighting Strategy
and update it at least annually in consultation with stakeholders was a positive step. However,
the implementation has been challenging.?°

To address these challenges we propose that for the AA6 review, we will require Western
Power to submit its Public Lighting Strategy with its proposal and we will review it as part of
the access arrangement review.

To ensure transparency and effective consultation for the annual updates we also propose to
require Western Power to submit the Public Lighting Strategy (and any updated versions) and
associated consultation materials to the ERA. We would publish these documents (as
appropriate) and manage or oversee consultation on the strategy during the access
arrangement period.

We have set out below our expectations for the Public Lighting Strategy that Western Power
must submit with its access arrangement proposal:

20 Western Power conducted its first consultation in April/May 2024 and published the first version of the Public
Lighting Strategy in July 2024. It recently conducted another round of consultation but has not published the
results or updated the Public Lighting Strategy.
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e Specifying the content of the document.
o Specifying the consultation processes that must be followed for the annual updates.

e Requiring Western Power to submit the consultation materials for the annual updates to
the ERA for publication and oversight of the consultation process.

e Reviewing the description and requirements for the existing streetlighting service.
o Setting out the tariff structure, charging parameters and the approach to setting tariffs.

e Resetting the service standard benchmarks to be more meaningful (currently based on
the average repair time and does not include cable faults).

e Reviewing the charging policy for periods when lights are not operational.
¢ Improving the data provision to customers on the assets relevant to them.
e Improving the processes that enable customers to proactively change the type of light.

e Introducing processes that enable customers to engage third parties to repair faulty
lights.

e Addressing all matters relating to streetlighting raised in submissions on the framework
and approach.
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8. Connecting customers

Our issues paper explained the measures we put in place for AA5 requiring Western Power
to publish quarterly queuing data reports that were intended to increase transparency and
allow Western Power’s progress towards reducing connection times to be monitored.

The issues paper sought views on whether additional mechanisms are needed in the access
arrangement to incentivise Western Power to develop and implement the changes needed to
manage the higher levels of complex customer connections it is experiencing and will likely
continue to receive for the foreseeable future.

Based on its submission Western Power’s view is as follows:

o Considers it would be premature to introduce an incentive mechanism for customer
connections at this stage. Western Power states that performance challenges observed
during AA5 were not indicative of a sustained or systemic issue across multiple access
arrangements. They reflected a temporary period of unprecedented application volumes
and short-term resourcing constraints. Western Power has since implemented targeted
process improvements that have already delivered material performance gains.

¢ Notes it has been making ongoing improvements to its processes for new connections
across different customer groups and that these have already delivered significant
improvements. In general, Western Power considers that a continued focus on process
improvements of this nature would form the most appropriate response to the
challenges that the ERA has suggested.

e Considers transparency measures such as the quarterly Major Customer Connections
Insights Report and the special focus area in the ERA’s AA5 annual progress reports
already provide a high level of visibility over Western Power’s performance and
progress. It considers these mechanisms give stakeholders clear insight into how
connection activities are tracking, which in turn supports accountability and continuous
improvement.

e Western Power states it is committed to receiving feedback from stakeholders and
developing improvements to its processes, and is open to further engagement on these
matters.

Submissions from stakeholders indicate continuing significant concerns about connection
times (for all types of customers) and provide a range of suggestions to address this. These
include:

e Ongoing concerns about end-to-end connection timeframes and uncertainty for a range
of customer types (including major projects, local government projects and DER-related
approvals), with calls for clearer queue and milestone visibility.

e Requests for more transparent reporting of timeframes by process stage and customer
category, and for improved customer communications (including clearer escalation
pathways).

e Submissions pointing to resourcing/capability constraints as a potential driver of delays,
with suggestions to consider third-party support (for example, panels of qualified
consultants) alongside internal uplift.
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e Support for expanding self-service options and standardising processes (where
appropriate) to reduce bottlenecks and enable applicants to progress aspects of design
and modelling more efficiently.

o Differing views on whether formal service standards/incentive mechanisms are required
in AAG6 versus strengthening transparency and process reform first, but common
emphasis on demonstrable improvement and accountability.

8.1 Draft decision on framework and approach

Clearly further work is needed to improve connection processes, and this is a complex and
challenging area. We propose to require Western Power to submit a connections improvement
strategy with its AA6 access arrangement proposal. Requiring it to be submitted as part of the
access arrangement proposal will enable it to be reviewed and relevant aspects incorporated
in the ERA’s decision.

We have set out our expectations below. These expectations are intended to be principles-
based and proportionate. The strategy should focus on improving customer outcomes and
accountability, while leveraging existing reporting and information where possible and
avoiding unnecessary administrative burden and cost. In developing the strategy, Western
Power should clearly define the measures it uses, segment issues and actions by connection
type (given the different drivers and processes), and set out how it will monitor progress and
incorporate stakeholder feedback over the AA6 period:

o Identifying and categorising all the different types of connections, including as a
minimum: (i) residential and small business connections; (ii) embedded generation and
other DER connections; (iii) EV charging connections (where distinct); and (iv) major
customer (large load) connections, and explaining where and how each is currently
managed within the Western Power organisation.

e Providing metrics on performance (using existing reporting where possible) and an
assessment of the issues affecting its ability to connect customers in a timely manner,
including clear definitions of timeframes and any exclusions.

e Setting out how Western Power proposes to address the issues, the level of
improvement it can achieve and what it needs to be able to implement the
improvements. For example, this may be the development of new systems or additional
resources.

o Setting out the level of improvement it expects to achieve over the period (including any
interim milestones where appropriate) and the information/metrics it will report to
monitor progress.

e Reviewing processes during the period to enable continuous improvement and/or
address new issues as they arise.

e Outlining how it has engaged with stakeholders to develop the strategy.

e Addressing all matters relating to connections raised in submission on the framework
and approach.

To support consistency across access arrangement periods (and to reduce administrative
burden by clarifying what the ERA expects), we also propose a minimum template (as outlined
below) for the connections improvement strategy. Western Power may tailor the level of detail
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to be proportionate to the materiality of issues and the information already available, provided
the strategy clearly addresses each template item.

Minimum template (proposed)

Purpose, scope and time horizon (including how the strategy will be used during AAG
and how it will be updated).

Connection categories in scope (at a minimum: residential and small business;
embedded generation and other DER; EV charging where distinct; major customer/large
load) and how each is managed within Western Power.

Baseline performance and measures, including definitions for key timeframes
(start/stop points), treatment of exclusions, and data limitations.

Diagnosis of issues affecting timeliness and customer experience for each category
(including which issues are systemic versus temporary and any key drivers of
variability/uncertainty).

Improvement initiatives and delivery plan: what will change, when, and how
initiatives are expected to improve outcomes for customers (including any key
dependencies such as systems, workforce, outages access or third parties).

Expected improvement and monitoring, including the level of improvement expected
over AAG6 (and interim milestones where appropriate) and how progress will be
monitored.

Reporting and transparency: what will be reported, how often, and where, including
use of existing reporting where possible.

Stakeholder engagement and feedback: how stakeholders were engaged to develop
the strategy and how feedback will be incorporated during AAG.

Governance and review: roles and responsibilities for delivery, and review/update
processes to support continuous improvement and address emerging issues.
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9. Expectations for contributions policy including
connection costs and any headworks schemes

Covered service customers are usually required to pay for the cost of new or upgraded
connection assets.

In some circumstances, the customer may also be required to pay a contribution to costs
relating to shared assets.?' This would usually be required when the cost of the shared assets
does not meet the new facilities investment test and therefore can’t be added to the regulatory
asset base and be passed through in network tariffs.?2

There are also circumstances where a party (for example land developers building a new sub-
division) constructs network assets that are then gifted to Western Power.

Payments for new or upgraded connections are based on either:

e Specific charges calculated by Western Power for the relevant project following the
principles set out in the contributions policy included in the access arrangement.

o The distribution low voltage connection scheme which forms part of the contributions
policy. The scheme was developed to allow the cost of infrastructure required for
connection upgrades to be shared more evenly by all customers using the installed
network.?

Submissions indicate concerns about lack of transparency on connection costs, including
contributions. WALGA advocates for a review of the distribution low voltage scheme and the
potential for broadening it to a wider group of customers.

The Government is currently contemplating introducing a fixed capital charge for new
connections to the transmission network. This will have implications for the contributions

policy.

Government initiatives to increase the housing supply have also raised issues about funding
supporting infrastructure and there may be a need for additional headworks schemes to deal
with these.

Matters raised in stakeholder submissions:

e Concerns about transparency and predictability of connection costs and contributions,
including how shared network augmentation costs are assessed and allocated.

o Calls to review the distribution low voltage connection scheme settings (including
eligibility criteria such as distance) and consider impacts on regional housing
development and other regional growth priorities.

21 Shared assets means those network assets which are not connection assets.

22 As a general principle, expenditure on shared assets that is efficient and is either necessary to maintain
safety and reliability of the network to provide contracted services or provides a benefit to users (including
incremental revenue) that justifies an increase in prices is passed through to network charges. Expenditure
that does not meet these requirements must be funded by other means. Typically, Western Power does this
by requiring payment from the customer seeking the new or upgraded connection.

28 The scheme is a headworks scheme as provided for under the Access Code and applies to connections
within 25 kilometres of the nearest zone substation. Charges are based on requested capacity, rather than
on whether the current network will have to be expanded as a consequence of the submitted application.
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e Recognition that emerging Government initiatives (including potential fixed capital
charges for larger connections and broader housing/headworks initiatives) may require
the contributions policy to adapt and remain coherent with the access arrangement.

e Interest in any headworks-style arrangements where they can support orderly
development while maintaining clear governance, transparency and efficient cost
recovery.

9.1 Draft decision on framework and approach

We do not propose to determine the detailed contributions policy in advance of Western Power
submitting its AAG proposal. However, we have set out key matters that Western Power should
take into account when preparing its updated contributions policy to address the issues noted
above:

o Review the existing headworks scheme and consider whether modifications or
additional headworks schemes could be introduced to address the matters raised in
stakeholder submissions.

e Increase transparency and predictability of connection costs and contributions, including
how shared network augmentation costs are assessed and allocated.

o Ensure customers can use third parties to undertake works if that is their preference and
it is practicable.
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10. DER integration and transition to distribution
system operator (DSO)

DER/DSO-related expenditure and operational changes are likely to be material in AA6 and
have implications for tariffs, service offerings, and customer outcomes.

Submissions indicate interest in clearer expectations on how Western Power will integrate
higher levels of DER, use flexibility, and progress any transition to a DSO role, including how
benefits to consumers would be identified and monitored.

10.1 Draft decision on framework and approach

We propose requiring Western Power to include, as part of its AAG proposal, a strategy that
explains how it is planning for DER integration and transitioning from a traditional distribution
network operator to a DSO.

The strategy should demonstrate how its proposal aligns with the Access Code objective and
the State Electricity Objective, and how Western Power will coordinate its activities with
broader system planning and policy initiatives (including development of the Whole of System
Plan and the SWIS Transmission Plan).

We appreciate that policies and procedures for the DSO role are being developed in
conjunction with Project Jupiter. However, Western Power’s AA6 proposal needs to clearly set
out, based on the best information it has at the time, what it is planning to do over the AAG
period and beyond.

At a minimum, we consider Western Power’s strategy should include the following
components.

e DER forecasts that are fit for purpose for distribution and transmission planning,
including explicit consideration of , rooftop PV, batteries and virtual power plants, and
sensitivity analysis for key uncertainties. Forecasts should be transparent, explain
material assumptions, and be capable of being reconciled over time through reporting.

e Network visibility and data enablement to support efficient integration of DER and
better informed connection decisions, including the systems and processes required to
improve distribution network observability and publish meaningful information about
constraints and hosting capacity (including, where appropriate, feeder-level information).
The strategy should also outline how customers and authorised third parties will access
timely metering and operational data to support innovation and efficient use of the
network.

e Connection and approvals reforms that materially reduce time and uncertainty for
both large connections and behind-the-meter DER approvals. This should include
(where relevant) process improvements, targeted resourcing and capability uplift, the
use of qualified third parties/standardised modelling approaches, improved queue
transparency, and publication of performance metrics (timeframes, volumes and
outcomes) across key connection stages.

 Dynamic operating and connection arrangements to unlock existing network
capacity and manage two-way power flows, including a clear implementation pathway
for dynamic operating envelopes and any ‘dynamic connection’ products. The strategy

Framework and approach for Western Power’s sixth access arrangement review — 33
Draft decision



OFFICIAL

Economic Regulation Authority

should set out governance, customer impacts (including curtailment principles), and how
these arrangements will be monitored and refined during AAG.

¢ Flexibility and non-network solutions at scale, including how Western Power will
identify locations where flexible demand, orchestrated DER, community batteries, stand-
alone power systems and other alternatives can defer or avoid network augmentation,
how these options will be compared against traditional capex solutions and how any
non-capital procurement will be funded and evaluated.

o DSO role clarity and market facilitation, including the functions Western Power will
perform as DSO, the interfaces with market participants and aggregators, and how it will
support the procurement or facilitation of DER services for network needs. The strategy
should explain how DSO-related activities will be governed, how performance will be
measured, and how costs will be attributed between regulated network services and any
market-based services.

¢ Measurable outcomes, performance indicators and reporting, including clear output
and outcome metrics for electrification enablement, DER integration and DSO transition
(for example, improvements in connection timeframes, delivery of visibility capabilities,
uptake and performance of dynamic operating arrangements, volumes of flexibility
procured, and changes in network utilisation). Reporting should be sufficiently granular
to support accountability and continuous improvement.
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11. Electric vehicles

The uptake rate of electric vehicles is uncertain. Depending on how it is managed, it could be
a maijor opportunity to utilise the existing network and minimise additional infrastructure or, if
not managed effectively, could significantly increase peak demand and require additional
infrastructure.

Westen Power cannot control the rate of EV uptake but it needs to plan effectively and ensure
its network is able to support the electrification of transport.

Stakeholder submissions raised a number of issues relevant to electric vehicles including:

o Calls for EV-related tariff and service settings that facilitate beneficial charging
behaviour (including shifting load to off-peak and high-solar periods) and avoid creating
unnecessary barriers to EV uptake and charging infrastructure rollout.

o Concerns that demand-based charging structures can discourage public charging
infrastructure (particularly where utilisation is low), with suggestions for more fit-for-
purpose charging parameters for public and regional charging.

e Requests for greater transparency in how connection costs and revenue offsets are
assessed for large charging sites, including the data and assumptions used.

o Emphasis on the importance of robust forecasting and integration of EV uptake into
network planning, and alignment between network tariffs and retail offerings where
relevant.

11.1 Draft decision on framework and approach

We propose requiring Western Power to submit an overall strategy for managing and
supporting electric vehicle network connection, including forecasting, network planning and
facilitating charging infrastructure.

Our current view is that this document should, at a minimum, address the matters below. The
level of detail should be proportionate to materiality and should leverage existing planning
artefacts and published information where possible.

o Define the scope, including how the strategy addresses: (i) residential and small
business charging; (ii) fleet and depot charging; (iii) public fast charging (including
regional); and (iv) any heavy vehicle/bus charging assumptions (where relevant).

e Explain the forecasting methodology and key inputs/assumptions and identify key data
sources and limitations.

¢ Include scenarios and sensitivities that reflect uncertainty and stakeholder concerns,
including (as relevant): high/low uptake; high/low managed charging participation;
different tariff/retail outcomes; clustering effects; and regional versus metro differences.

e Explain how EV forecasts are integrated into Western Power’s broader demand
forecasting, including interactions with DER, storage, electrification of buildings/industry,
and any relevant whole-of-system planning inputs.

e Describe how EV-related demand is incorporated into network planning and risk
management.
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o Identify the investment and non-network responses planned for AA6 and beyond,
including: augmentation, targeted asset replacement, monitoring and operational tools,
and non-network solutions (for example, managed charging, flexible connection
arrangements, demand response).

e For material EV-driven programs/projects, provide an options assessment consistent
with the broader framework expectations (need, credible options including capex/opex
trade-offs, decision criteria, and justification of the preferred approach).

e Set out how Western Power will coordinate charging infrastructure connections,
including a description of connection pathways for public charging, fleets, and other
high-load sites (and how these fit within the broader connections improvement strategy).

e Provide transparency on how Western Power will assess connection costs and any
revenue offsets for larger charging sites (including what data and assumptions are
used), reflecting stakeholder requests for predictability and transparency.

o Explain how network pricing and service settings will support beneficial charging
behaviour (for example, shifting load away from peak demand) while maintaining equity
and avoiding unnecessary barriers to EV uptake.

e Commit to reporting and transparency on EV-related planning and outcomes, including
(as relevant): uptake and load forecast updates; locations/types of identified network
constraints; progress of key initiatives; and how EV-related actions are affecting
augmentation needs and customer outcomes.
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12. Local area plans

In the issues paper we proposed that Western Power should present an access arrangement
proposal that is disaggregated to a local level, in the form of local area plans. In other words,
an overall proposal for the network but with a level of geographic disaggregation.

Western Power’s submission does not support including local area plans:

It “recognises the importance of providing transparency to customers in its future plans
and the associated costs, and supports customer visibility and providing transparency”
but considers it already provides substantial information relating to planning and network
performance. It states it supports providing additional transparency, if there is a clear
customer-identified gap and demonstrated value in providing additional information — but
is concerned that trying to disaggregate plans to a greater extent will be complex and
costly, and may have unintended consequences.

It is concerned that, because the access arrangement is determined at a point in time to
provide sufficient revenue for managing the network over the access arrangement
period and because Western Power manages the network using a risk-based approach
that adapts to emerging issues, “binding” Western Power to local targets will reduce
flexibility, ultimately to the detriment of customers. It considers that in the current
environment of heightened uncertainty, adaptability and flexibility will be required to
ensure expenditure on the network is prudent, efficient and responsive to changing
conditions.

It considers there are existing mechanisms for sharing local plans, for example, the
State Government is advancing local-area economic plans, including for Strategic
Industrial Areas and priority housing growth locations and Western Power will be
presenting a Regional Reliability Plan as part of the AA6 process.

It considers recent experience in Great Britain also indicates the need for caution in
introducing disaggregated planning requirements noting the challenges they have
experienced in developing Regional Energy Strategic Plans which are designed to help
ensure that local areas get the energy infrastructure needed to meet local net zero and
growth ambitions and help communities to access reliable, clean and affordable energy.

Submissions from other stakeholders included the following:

Support from local governments and consumer representatives for local area plans to
improve transparency of what the AA6 program means locally and to enable
accountability for delivery and performance at a local level.

Calls to ensure any geographic disaggregation is proportionate, with a clear cost—benefit
justification and use of existing information where possible.

Recognition that certain access arrangement features (including “postage stamp” tariff
requirements) may limit the extent to which costs and tariffs can be geographically
differentiated, and that expectations should be framed accordingly.?*

24

The postage stamp tariff requirement means tariffs for small users are uniform across the Western Power
network.
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o Stakeholders generally supported an approach focused on Western Power’s network
plans and performance (rather than broader regional energy planning), with clarity on
constraints, priorities and deliverability.

12.1 Draft decision on framework and approach

The ERA is not contemplating a broader scheme like the Regional Energy Strategic Plans in
Great Britain. We are also mindful of not creating unnecessary burdens for providing
information.

We envisage local plans as relating to Western Power’s network (not the wider environment)
and expressing key parameters on a geographical basis in a meaningful way so that
customers in that local area can understand what Westen Power’s plan means for them, how
the plan (and performance) progresses over time and how they can plan accordingly
themselves.

We propose using the WALGA zones as the basis for the geographical split and have set out
below key parameters we think would be useful for consultation in the draft framework and
approach.?®

In developing our expectations for local area plans, we are mindful of Western Power’s
concerns about the potential complexity and cost of disaggregated planning requirements. In
the draft framework and approach decision, we therefore propose a set of parameters
intended to strike an appropriate balance between: (a) providing stakeholders with information
that is useful for understanding local implications and holding Western Power accountable for
delivery, and (b) avoiding unnecessary administrative burden and cost.

We propose that local area plans should, to the extent practicable, be based on information
Western Power already produces for network planning, asset management and regulatory
reporting. Where information is not available at the proposed geographic level, or where
producing it would require disproportionate new modelling or cost allocation, Western Power
should provide the closest feasible proxy, a qualitative description, and explain any limitations.
We also propose that additional analysis should be guided by materiality, with more detail
where local issues are significant and less where they are not.

In particular, we propose the following principles for local area plans:

o Use existing publications, datasets and internal planning artefacts wherever possible,
and avoid bespoke analysis that is not required for prudent and efficient network
planning.

e Apply a materiality threshold so that additional detail is provided only where it is likely to
be of value to customers and stakeholders in that area (for example, where there are
material reliability issues, forecast growth, constraints, or significant planned
expenditure).

e Use a standard template for all local area plans to support comparability and minimise
effort in production and ongoing updates.

25 WALGA zones are groups of geographically aligned Member Councils. Maps of the zones can be found
here.
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Focus on explaining outcomes for customers (and the key drivers of those outcomes)
rather than providing granular engineering detail by default.

Local area plans are intended to improve transparency and accountability, not to create
binding local targets that could unduly constrain Western Power’s risk-based, adaptive
management of the network.

We have set out below proposed parameters for inclusion in the local area plans. We have
structured these as a minimum set of requirements (intended to be low burden) and a
conditional set of additional parameters (to be provided where material and/or where
information is readily available).

Proposed minimum parameters:

Define the geographic area covered (including how it aligns with WALGA zones and any
sub-splits), and provide a brief description of the key parts of the network supplying the
area.

Summarise the local context and key drivers over the AA6 period and beyond (for
example, forecast growth, electrification drivers, and any known major developments),
including key uncertainties.

Identify the key issues and challenges for the area that are relevant to customers (for
example, reliability, capacity constraints, DER hosting constraints, resilience risks),
expressed in a way that is meaningful for stakeholders.

Set out the key planned projects and programs in AAG that are expected to materially
affect the area (including purpose and indicative timing), and explain how these respond
to the identified local issues.

Provide a small number of performance indicators relevant to the area, drawing on
existing reporting where available (for example, reliability indicators such as SAIDI/SAIFI
at an appropriate geographic level), and describe how progress will be reported through
AAG.

Describe the engagement and update pathway for the local area plan (including how
stakeholders can raise issues, and how and when Western Power will update the plan
where there is a material change).

Additional parameters (proposed where material and/or readily available):

Where DER integration is a material issue, provide a summary of DER-related
constraints/hosting issues in the area and the planned actions to address them, using
qualitative descriptions and existing published information where possible.

Where reliability or resilience risks are material, provide a brief summary of key outage
drivers and resilience exposures (for example, bushfire, storm, flooding, coastal
corrosion) and the main risk treatments already planned.

Where a material constraint or investment decision exists, describe at a high level the
main options considered (including non-network options where relevant) and the
reasons for the preferred approach, without requiring bespoke modelling disclosure.

Where feasible without disproportionate cost, provide an indication of the scale of
forecast work in the area (for example, by listing the major projects/programs and/or
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providing a coarse category-based summary), noting any limitations on allocating costs
geographically.

We invite stakeholder and Western Power feedback on the proposed parameters, including:
(a) which parameters are most valuable for understanding local implications and supporting
accountability, (b) any parameters that would be disproportionately costly to produce at the
proposed geographic level, and (c) whether there are cost-effective alternatives (such as using
existing reporting or different geographic groupings) that would achieve similar transparency
outcomes.
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