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NATIONAL ELECTRICITY (WESTERN AUSTRALIA) BILL 2016 
Introduction and First Reading 

Bill introduced, on motion by Hon Peter Collier (Minister for Education), and read a first time. 
Second Reading 

HON PETER COLLIER (North Metropolitan — Minister for Education) [5.05 pm]: I move — 
That the bill be now read a second time. 

This bill is one of three cognate bills the government is proposing to implement reforms to the regulation of 
electricity networks and gas pipelines in Western Australia. The purpose of this bill is to adopt the national 
regulatory framework established under the National Electricity Law legislative scheme for the regulation of 
electricity networks in Western Australia. Adoption of the national electricity framework will enable the 
Australian Energy Regulator to become the economic regulator for the state’s main electricity network in the 
south west, the Western Power network. 

Two other cognate bills will transfer responsibility for regulation of gas pipelines to the Australian Energy 
Regulator from the Western Australian Economic Regulation Authority under the National Gas Law scheme 
in which Western Australia already participates and make consequential changes to existing Western Australia 
energy legislation to the extent necessary to facilitate the operation of the national electricity and gas law 
schemes in Western Australia. 

The decision to implement these reforms was made through the government’s Electricity Market Review. The 
reforms have been developed with substantial public and industry consultation since 2014. Members can be 
assured that these reforms will deliver substantial benefits to energy consumers and the Western Australian 
economy. 

The current regulatory framework for the Western Power network is established in state-based legislation 
through the Electricity Networks Access Code 2004 under the Electricity Industry Act 2004. The access code has 
not been materially revised since its inception and is now not delivering regulatory outcomes that meet the 
current needs of electricity industry participants and electricity customers. There are three fundamental 
deficiencies in the current regulatory framework under the access code. 

Firstly, the access code presents substantial barriers to entry to new generation businesses and customers that 
seek to connect to Western Power’s network. Generation businesses and customers are commonly subject to 
substantial connection cost and delays in the connection process. Secondly, the access code does not provide 
balanced incentives to encourage the Western Power network to spend efficiently relative to its expenditure 
forecasts and service obligations. The access code does not include any expenditure incentive schemes to 
encourage the network business to pursue efficiency improvements in network expenditure. Thirdly, the methods 
of regulating network businesses have become increasingly sophisticated over the past decade. As 
a consequence, the capability for effective and best-practice regulation cannot easily be developed and sustained 
by the Economic Regulation Authority, which is only regulating one electricity network in Western Australia. 
By comparison, the Australian Energy Regulator regulates 21 electricity networks nationally. These deficiencies 
will become more pronounced in the new future as technological changes in the electricity industry and greater 
reliance on renewable energy together drive changes in the use of the network, investment requirements and 
commercial models of network businesses. The best means of addressing these deficiencies is to adopt the 
national regulatory framework that all other Australian states and territories participate in, except for 
Western Australia. 

To provide members with a brief overview of the national framework, the National Electricity Law began 
development as a national cooperative legislative scheme by states and territories in the late 1990s and has been 
operating in its current form since 2008. The National Electricity Law provides a uniform legislative approach to 
the regulation of electricity markets across all states and territories in Australia, with the sole exception being 
Western Australia. Details of the regulatory framework largely reside in the national electricity rules, which is 
a delegated legislation under the National Electricity Law. Although it is not currently a participant in the 
National Electricity Law scheme, Western Australia has been involved in the development the 
National Electricity Law from the outset. 

The National Electricity Law takes effect through what is known as an “applied law”, which is a legislative 
device for applying uniform national legislation. Generally speaking, an applied law is one in which a host 
jurisdiction, in this case South Australia, enacts a law in its jurisdiction, usually as a schedule to an act of 
Parliament, which is described as the “national law”. Other participating jurisdictions enact an application act 
that applies the national law in its jurisdiction. Importantly, amendments made to the national law in the host 
jurisdiction apply automatically in the other jurisdictions that participate in the scheme, and that will include 
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Western Australia when this legislation commences. That is the principal purpose of this bill—to apply the 
National Electricity Law as it exists from time to time in the schedule of the National Electricity 
(South Australia) Act 1996 as a law in force in Western Australia, subject to some modifications essential to 
ensure the effective operation of that law in Western Australia. 

The bill is divided into four parts. Part 1 deals with preliminary matters and commencement; part 2 provides for 
application of the National Electricity Law and subsidiary instruments under the National Electricity 
(South Australia) Act 1996 as laws of Western Australia; part 3 establishes mechanisms to modify the delegated 
National Electricity Rules to provide for an orderly transition of Western Power for regulation by the 
Australian Energy Regulator from early 2017; part 4 modifies the National Electricity Law to the extent 
necessary to integrate existing arrangements in Western Australia that require a permanent or transitional 
departure from certain provisions in the National Electricity Law. Not all aspects of the National Electricity Law 
will apply in Western Australia. Matters under the national framework pertaining to interconnection of electricity 
networks and the wholesale electricity market operations will not be adopted. This is to recognise that 
Western Power’s network will not be interconnected to other electricity networks operating in the 
National Electricity Market and the current Western Australian wholesale electricity market regulatory 
arrangements for the south west interconnected system will be retained. Only the Western Power network will be 
subject to regulation under the National Electricity Law as proposed to be adopted in this bill. Horizon Power 
and other unregulated electricity networks in Western Australia will not be brought under the national regulatory 
framework at this time. 

As the national framework is established through the agreement of the Council of Australian Governments Energy 
Council, it is necessary to secure unanimous agreement of other Australian state and territory energy ministers that 
are part of the COAG Energy Council for the National Electricity Law application legislation. I am pleased that my 
COAG Energy Council ministerial colleagues have endorsed this bill on the basis of Western Australia adopting the 
National Electricity Law as an applied law. This reform is not just about establishing a regulatory framework 
capable of enduring for the longer term. Adopting the national framework will also provide real and substantial 
benefits in the short term for electricity customers. The national framework will result in lower connection costs for 
generators and customers connecting to Western Power’s network. It will reduce existing barriers to entry into the 
wholesale electricity market for generation businesses that can offer more efficient, lower cost generation. Adopting 
the national framework will also fundamentally change the manner in which decisions are made for investment in 
the network. Greater discipline will be imposed on investment decisions by Western Power that will ensure that 
electricity customers pay for only investment costs that support effective delivery of electricity services at lowest 
possible cost. In addition, the cost of connecting to the network for new electricity customers will be recovered in 
a manner that is much less of a burden on land developers and new commercial and industrial users of electricity. 

Under the current access code, land developers and new industrial and commercial customers commonly have to 
pay up-front for the costs of network upgrades or reinforcement to accommodate their needs. The full cost of the 
required network augmentation is typically recovered as a capital contribution directly from the connecting 
customer. These capital contributions may amount to many millions of dollars and discourage development and 
economic activity. The requirements for capital contributions will be different under the national framework, which 
recognises that a network upgrade or reinforcement generally benefits all customers connected to the network by 
making the whole electricity network more robust and reliable. The national framework will require recovery of 
network augmentation costs in a more equitable and efficient manner from all network customers rather than the 
individual customer whose connection necessitates a network upgrade or reinforcement. 

Most residential and small business customers will benefit from not having to make large capital contribution 
payments for their connection, which may currently constitute a significant component of the cost of a newly 
released or developed block of residential or commercial land. The process for network connection under the 
national framework is also much more streamlined and faster than the years of waiting that is currently seen under 
the access code. The regulation of electricity networks also requires a specialised regulator that has the necessary 
expertise. The Australian Energy Regulator has been specifically created under the national framework to be the 
national regulator with specialisation and scale in regulation of energy markets. It is wholly funded by the 
commonwealth government. Adoption of the national framework is also necessary to achieve a much broader range 
of reforms to the electricity market in Western Australia that will address the problems of high electricity prices and 
the substantial cost to government in subsidising electricity services. 

In conclusion, this National Electricity (Western Australia) Bill will deliver substantial benefits to electricity 
customers and the Western Australian economy and will make a real difference in responding to the persistent trend 
of rising electricity costs in Western Australia. 

Pursuant to Legislative Council Standing Order 126(1), I advise that this bill is a uniform legislation bill. It is a bill 
that, by reason of its subject matter, is part of a uniform scheme or uniform laws throughout the commonwealth. 
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I commend the bill to the house and table an explanatory memorandum. 

[See paper 4232.] 

Debate adjourned and bill referred to the Standing Committee on Uniform Legislation and Statutes Review, 
pursuant to standing orders. 
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