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Hearing commenced at 1.32 pm 
 
Mr MATTHEW CRONIN 
Head of Regulation, Western Power, sworn and examined: 
 
Dr SEAN McGOLDRICK 
Executive Manager, Western Power, sworn and examined: 
 
 

The CHAIR: Thank you very much for coming in this afternoon. Before we begin the formalities, 
I will introduce the committee to you. We will then go through the formalities we have to go 
through before we start the hearing. The committee members here are Hon Phil Edman; 
Hon Amber-Jade Sanderson; I am Kate Doust, the chair; and Hon Mark Lewis. Ms Kimberley Ould 
is our research officer. As I said, we certainly appreciate your coming in. We are inquiring into the 
three bills related to electricity and gas. As you understand, the terms of reference for the committee 
and for this inquiry are quite narrow. We are not looking at the policy behind any of these bills; we 
are only looking at the potential impact upon our state in terms of sovereignty and the Parliament’s 
capacity to have oversight, so it is quite narrow. We know that you have put in a submission and we 
were just interested in asking a few additional questions. It will not be a long afternoon for you; it is 
just to assist us as we work through to finalise our report. Before we get to those questions, this will 
be a public hearing today. I note that there are people sitting in the gallery. We have already 
managed the welcome. I will read through the few things you will need to do for us as we work 
through this process.  

Before we begin, I have to ask you to take an oath or affirmation. You should have that information 
in front of you.  

[Witnesses took the affirmation.]  

The CHAIR: You will have signed a document entitled “Information for Witnesses”. Have you 
read and understood that document?  

The Witnesses: Yes.  

The CHAIR: These proceedings are being recorded by Hansard and a transcript of your evidence 
will be provided to you. To assist both the committee and Hansard, we ask that you please quote the 
full title of any document that you refer to during the course of this hearing for the record, and if 
you would please be aware of the microphones and talk into them and ensure that you do not cover 
them with papers or make noises near them. Given that there are two of you, if you would please try 
to speak in turn that would be helpful. I also remind you that your transcript will become a matter 
for the public record. If for some reason you wish to make a confidential statement during today’s 
proceedings, you should request that the evidence be taken in closed session. If the committee 
grants your request, any public and media in attendance will be excluded from the hearing. Also, if 
you would note that until such a time as your transcript of your public evidence is finalised, it 
should be not be made public. I advise you that publication or disclosure of the uncorrected 
transcript of evidence may constitute a contempt of Parliament and may mean that the material 
published or disclosed is not subject to parliamentary privilege. That is the housekeeping taken 
care of.  

Before we start with our half a dozen questions, do you have a statement on behalf of Western 
Power about this legislation that you would like to make to the committee?  

Dr McGoldrick: We have no statement. You have our submission, so we are very comfortable to 
be here today and are happy to respond to any questions you have.  
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The CHAIR: The questions are fairly straightforward. For us, our area of interest is given that this 
is a significant change for the energy market in Western Australia and that shift from state to 
commonwealth, we are interested in how it will work in terms of parliamentary oversight, the 
minister’s capacity to have a say in any future changes that may be impacted and, given you are the 
key player that will be impacted the most I would imagine, we are interested in your views about 
how that will work. We have some really general questions. There may be others that arise based on 
your response. The first question we have is if you could please provide to the committee a general 
outline of the expected impact on Western Power’s operations of the reforms proposed to be 
implemented by the national energy bills.  

Dr McGoldrick: I will start off and Matt will add. It means that we are adopting the national 
electricity rules in part here in Western Australia. That means it is a different framework for us to 
operate in. We will be regulated by the Australian Energy Regulator, and they have a suite of 
policies and procedures that we will be adapting and adopting here as a network’s business. 
Our business remains the same—that of supplying safe, affordable and reliable electricity to the 
people of the south west interconnected system; we will just have a different regulator with 
a different framework that we will adhere to.  

The CHAIR: How different will it be? Currently and in the past the rules have been set up by the 
IMO. How different is the current regime, with the rules that already exist, to what you will be 
moving into? Is there a significant difference?  

Mr Cronin: It is an interesting point of clarification. We are a network business subject to 
economic regulation like ATCO Gas, for example, so we have a mirror scheme for gas, which is 
also proposed to go to the national regime. We are also quite closely aligned with the WEM, or the 
wholesale electricity market, and the market rules that govern how the generation and supply of 
electricity is managed in the electricity market. For us, the main objective is to ensure the economic 
regulation of the network and the wholesale electricity rules are managed and aligned to the best 
extent they can be to provide that seamless connection or supply of electricity for the end user, or 
the customer. In terms of the how the rules themselves are written and defined, I think the access 
code, which is the current regulation for the network business, and the national electricity rules—
the fundamental principles are the same in terms of promoting competition for facilitating efficient 
investment and customer outcomes. I think the principles are broadly the same. It’s just the level of 
accuracy or the level of prescriptiveness will vary between the two regimes. Maybe Sean will best 
talk to the market rules and how they differ between the two jurisdictions.  

[1.40 pm] 

Dr McGoldrick: There is a markedly different electricity market regime in Western Australia. 
It has its own market; it has its own market rules. That will remain the same. We are not adopting 
the national electricity market’s—Western Australian will remain with its own wholesale electricity 
market. As the network’s business, we facilitate the connection of generation. We ultimately want 
to play in that market and we also connect loads of customers to the power system. The rules and 
regulations by which we do it will change so there are some detailed matters that will be different 
but, in principle, as Matt has said, we are here to make sure that there is a safe, affordable and 
reliable connection—by generators and by loads—to our system. That will allow generators to play 
with our own special rules here in Western Australia for the wholesale electricity market. We do not 
have any act or part in that, as such; our job is to facilitate that connection and to make sure that it is 
done as best we can and as quickly as we can—different rulebook; same overall goal.  

The CHAIR: Our next question is around the impacts. We want to talk about the imposition of the 
unconstrained access model and the inclusion of a direct contractual relationship between 
Western Power as a distributor and retail customers, as set out in the new part 3A of the Electricity 
Industry Act 2004. Perhaps you can talk to us about the unconstrained access model and how that 
will impact on Western Power. 
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Dr McGoldrick: Certainly. I will start; please feel free to add, Matt. At the moment, we run an 
unconstrained access system so in the event that somebody wishes to connect a new generator to 
our power system, we must be sure of that connection’s impact on every other generator on our 
system that is currently on the system. If there is a situation where a new generator might constrain 
or limit the ability of another generator to access the system, then we must make a system 
reinforcement to make sure that that does not occur, so it is an unconstrained system. Some of these 
events might be quite improbable—they would have to have a number of contingencies, as we call 
them, or things that may go wrong in our power system happen simultaneously —but, in the event 
that that were to happen, we have to plan ahead for that and we have to facilitate by making an 
investment in our network.  

What we are moving to, under national regulation, is constrained access. That means that, as 
a network operator, if we give access to somebody, if it has an impact on another generator—if 
a generator wishes to connect—we evaluate the impact and we do not necessarily have to make an 
investment automatically, if you will, if another generator’s dispatch is impacted. They will be 
recompensed through the market but we do not need to make a change, necessarily, to our network. 
That would be generally regarded as a more efficient or optimal way to do things. In other words, 
you do not have to immediately make a reinforcement and consequently charge that new connection 
for that privilege; you are allowed to wait until an appropriate time, until the payments, if you will, 
to the affected generator are of such scale that it is more economically efficient to make that 
reinforcement to the transmission system. If you will, the overall utilisation of your transmission 
system and therefore its efficiency goes up under a constrained access regime so it is generally 
viewed as being better value for customers. 

The CHAIR: The other question was about outlining the expected impact of the inclusion of 
a direct contractual relationship between Western Power as a distributor and retail customers as set 
out in that new part 3A of the Electricity Industry Act 2004. 

Dr McGoldrick: Currently in Western Australia, we do not have a direct contractual relationship 
with the end user—with the customer, or the household, if you will. There is a relationship with the 
household to the retailer and then, through the retailer, a relationship with us. What happens in the 
National Electricity Rules is we adopt a three-way system so that Western Power, as the distribution 
network service provider, in particular, would have a direct contractual relationship with obligations 
to the household. We would have a relationship to the retailer as well, but we would have a direct 
responsibility to the household for reliability of service and various other standards. I think the best 
way to describe it is it makes absolutely explicit something that is implicit or inherent in the 
existing arrangement here. That does not mean to say that we will be going around and signing 
direct contracts with 900 000 households throughout the south west interconnected system. It will 
be a general contract that is applicable to everybody, but it does grant some rights and access to us 
that heretofore are just through the retail.  

Mr Cronin: I have one comment. In both instances, the unconstrained and constrained, as well as 
the triangular way of contracting, provides signals to customers, whether they be generation 
customers or residential customers. What is the price of the network connection if we are trying to 
improve our business and send those signals to the market or customers around efficient use? 
The mechanism for access or the triangular, three-way contracting arrangements certainly provide 
a different or possibly a better avenue for those signals to be sent to the market. 

The CHAIR: We are also interested in Western Power’s views on the proposal to apply the 
national access scores for electricity to WA. Does it have any concerns about the erosion of the 
WA Parliament’s ability to legislate on those matters? If you do, or if you do not; do you have 
a position on that? 

Dr McGoldrick: Possibly. As a regulated monopoly business, we do not have the privilege or 
responsibility of making policy or choosing our regulator or determining those things. It is our 
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objective to make sure that we serve our customers as best we can in any regulatory regime and to 
implement the policies of the government of the day. We have worked very effectively and 
happily—dare I say it—with the ERA and its regime over many years and if the legislation is 
passed, I am sure that we would do the same with the AER. We have no concerns about the welfare 
of our customers, about how they will be looked after. We have, we believe, sufficient latitude of 
action, either under the ERA or the AER, to address any issues that we feel might be damaging our 
customers. It is just a fact of life. We are a regulated monopoly business, we are always going to be 
so, and we will make sure that we serve our customers best in that regard.  

Mr Cronin: As independent statutory authorities, either of the economic regulators have an 
obligation or a duty to apply best practice irrespective of the legislative regime. We are neutral. 

Hon MARK LEWIS: So you do not have a problem with say, South Australia, making a law 
and—let us say in this case that you might think they have gone off the reservation a bit—you do 
not have any concerns that the WA Parliament does not have any role to play in making its own 
decision on that?  

Mr Cronin: It is probably beyond us. 

Dr McGoldrick: If I could just say, the AER has been a body that has been in place for quite 
a period of time and acts responsibly; it is a well-regarded regulator internationally. Likewise, the 
ERA here in this jurisdiction has served Western Australians very well. It has done some very 
innovative things. I do not think that either regulator would do — 

Hon MARK LEWIS: But it is not the AER; it is the South Australian government. 

Mr Cronin: So maybe—sorry Sean; feel free to pull me up—as a representative in COAG, I think 
there is a voice at the table, but there is also — 

[1.50 pm] 

Hon MARK LEWIS: COAG is not the South Australian government. 

Mr Cronin: No, I will not be able to answer your question directly, so bear with me. The rule 
change process—that is, how do you change the national rules—is an open public consultation 
process, and governments, individuals and networks can all participate in that public rule 
change process. 

Hon PHIL EDMAN: So that does not concern Western Power at all? 

Mr Cronin: We like transparency. 

Dr McGoldrick: We interact with our regulator, whoever they be, to ensure that we get the best 
benefits for our customers. They need to be aware of our business. Both the ERA and the AER are 
very knowledgeable about our business. The national regulatory framework has been well tested. 
The National Electricity Rules have been adopted and adapted by different jurisdictions here in 
Australia. I see little danger in moving in that direction. Likewise, the ERA has worked very 
effectively with Western Power over the years to serve our customers. I have no concerns about 
either path. I think as a business focused on servicing our customers it is important that our voice is 
heard, and I am sure that that voice will be heard either locally here in Western Australia or on the 
national stage. 

Hon MARK LEWIS: I was just about to say that the only thing is that South Australia is 
a sovereign government, so it may or may not—this is the issue for us—adopt or invoke whatever 
the AER, COAG or whatever conclude. But there is a potential, in an extreme model, for it to walk 
off the reservation, which then becomes national law for us, and this Parliament does not have any 
say in that, and you do not have any concerns about that? 

Hon PHIL EDMAN: Or are you neutral? 

Hon MARK LEWIS: Or you are neutral? 
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Mr Cronin: It is public policy and a matter for government to understand those risks, from 
a business perspective. I think it is more of a function of precedent that they are tabled in the 
South Australian Parliament on the declaration of a suite of legislation or the declaration of 
a scheme. I will probably have to hold it there. 

The CHAIR: That is all right. I think that what my colleagues are trying to get at is that with these 
changes, WA will retain the capacity to be able to modify some aspects of the national access laws 
as they apply here in WA, but any of those changes will be signed off by the Western Australian 
government or the minister, not by the Parliament. I suppose that that is a concern that has been 
raised, and so we are just wanting to find out whether Western Power has any concerns about 
modifications being signed off by the government of the day without any oversight capacity by 
the Parliament. 

Dr McGoldrick: If I could just say, running a networks business—it is a complex business that 
involves many different elements—changes are very carefully considered by the board and 
executive of the company and if we felt there was something that is to the detriment of our 
customers, we would of course speak up. I am pretty sure, whether it is the Parliament or the 
minister, that we would be heard, given that it is our mandate simply to provide safe and affordable 
and reliable electricity. 

The CHAIR: There has been a lot of talk about whether or not Western Power would be privatised. 
Who knows if that is going to happen or not? If it did happen, what would be the implications then 
of being part of this new arrangement, if it was no longer a government entity? 

Dr McGoldrick: I think the material thing is that we are a regulated monopoly, be we in public or 
private ownership, and I do not see any implication with respect to a potential privatisation of 
Western Power. It is a regulated monopoly, is the question. 

The CHAIR: So the rules and everything else would just apply regardless? 

Dr McGoldrick: Yes. 

The CHAIR: Okay; it is just a different owner running the shop? 

Dr McGoldrick: Correct. 

Mr Cronin: I understand a couple of honourable members are born in Queensland — 

Hon PHIL EDMAN: Not me; that would be Mark! 

Mr Cronin: I think that the form of regulation does not preclude any asset sales. The Queensland 
government has retained the QCA with some infrastructure that then subsequently had to be sold. 
I think it is a red herring to refer specifically to the form of regulation and privatisation in the 
same context. 

The CHAIR: I was just curious about whether there would be any other implications for that. 

Hon MARK LEWIS: That is what happened in South Australia and New South Wales. 

The CHAIR: I am happy to take this one slowly. In order to enable the effective operation of the 
National Electricity Law—the WA law—as the law of WA, does Western Power expect that further 
modifications to the national energy law, the rules or the regulations would be necessary during the 
gap year period from 1 July 2017 to 1 July 2018, or after the full implementation of the NEWA law 
on 1 July 2018? 

Dr McGoldrick: Again, I will start. Our business is changing. The whole power industry across the 
world is changing very fast. To answer your question directly, we do not envisage any changes right 
at this moment, but even two to three years into the future, which is what we are talking about, is 
a long time currently, because there are very significant technical and economic changes happening 
in our industry. We would all seek to make sure that we are garnering the best advantage of that 
new technology and implementing it appropriately, which may over time require some change, 
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which we would advocate for. In that spirit, and we would be doing the same whether this was 
a local regulatory framework or a national regulatory framework, there may be change required, 
simply because all sorts of new technology are becoming available to us and economic to deploy. 
Our role is also changing. The role of network service providers is changing nationally and 
internationally, so these things may require some change to legislation, be it local or national. But at 
the moment what we see in front of us is encompassed by the legislation in front of the Parliament, 
and that should be sufficient. 

The CHAIR: In your submission, on the second page, you make reference to the competitive 
benchmarking approach undertaken by the AER creating greater efficiencies over time when 
delivered by all utilities. Are you able to give the committee examples of what those greater 
efficiencies would be under the new regime? 

Dr McGoldrick: Perhaps after I start, Mr Cronin will give some of the detail. On a national stage, 
benchmarking means that the Australian Energy Regulator comes up with different factors that it 
measures in each business that it regulates. It compares any individual business to the best of breed 
of each of those factors, making, some would say, something of a Frankenstein utility that has the 
best of everything in it, and you are compared, as a utility, against that, and required to perform as 
close to that standard as possible, local factors being taken into account. That benchmarking is 
a tough thing for us as a business. It puts us right under the microscope, and it is meant to simulate 
competition and make sure that our customers get the best value, particularly on that affordability 
dimension that we mentioned. So, yes, it is challenging, and we believe it would bring good results 
for our customers. 

Having said that, there is nothing stopping our local regulatory regime, headed by the ERA, from 
adopting such an approach as well. Heretofore they have adopted a different approach. The AER 
has gone down the benchmarking route, and our revenue submission, our regulatory submission, 
which we are currently preparing, should we enter that regime, is very cognisant of that. We must 
produce evidence in that regard about how we perform across a wide range of factors, and it is 
a challenge for us as a business, and we are working hard over the next 18 months to implement 
a broad range of initiatives to deliver improvement in our performance. We currently have over 
240 initiatives that we are seeking to deploy that will improve our performance and reduce our costs 
to the benefit of our consumers, driven largely by the microscope of benchmarking. 

[2.00 pm] 

Mr Cronin: The competition analogy is the most powerful one. Under the ERA, we are effectively 
competing against ourselves. We did not have a great amount of transparency on those comparative 
measures. The AER has gone through a process of requesting and cataloguing the detailed attributes 
of a range of networked businesses, so they are possibly more mature. The ERA is probably going 
to head in the same direction over time, but the AER have the benefit of having those datasets 
available to them now. Obviously, we are trying to make sure we perform well against that new 
standard or that new level of competition.  

Hon MARK LEWIS: What happens if you do not, given you are a monopoly?  

Dr McGoldrick: We are given a certain regulatory allowance, so that caps the amount of money 
that we can recover from our consumers across various different categories, and we have to perform 
to that because that is all we are allowed. It is a bar that is set for us and we must set all of our 
tariffs and pricing to recover that regulated amount of income and no more, and it is up to us to 
make sure that we perform efficiently as a business within that stricture.  

Hon PHIL EDMAN: Do you think it is going to impact on some of the businesses that are already 
supplying power for generators? For example, I will use Perth Energy. Do you think this will 
impact on their business?  
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Dr McGoldrick: I cannot speak for Perth Energy or any other company, but what I would say to 
you is that they are not a regulated business. We are a regulated monopoly, so the whole process of 
benchmarking and working to those benchmarks apply to us. Other companies are in a competitive 
regime and modern economies trust the competition in that regard that they would provide the best 
service at the best price available.  

Hon PHIL EDMAN: I guess it was not that long ago that we were encouraging, as a government—
I am sure you guys were involved in that as well—having commercial entities like Perth Energy 
involved, which they only set up not long ago. I guess that is why I want to get your opinion on that 
and whether you think that will have an impact on their business. I understand your comments that 
you are regulated and they are not.  

Dr McGoldrick: What I would say is, in very general terms, a move to the national regime should 
facilitate lower connection costs for such businesses. Our primary involvement with businesses 
such as Perth Energy is to make sure that we connect them efficiently to our network at the lowest 
cost. The adoption of a constrained regime for our transmission and distribution network, as we 
talked about earlier, should mean that they face a lower barrier for entry, if you will, or a lower 
connection cost, and they get the benefit of that, which we would pass directly through to them. 
That, to me, is the primary advantage, if you will, if we were to move to a national 
electricity framework. 

The CHAIR: So, obviously, Western Power are very supportive of this legislation going through.  

Dr McGoldrick: We are agnostic. We do not get to choose. We do not have the luxury of getting to 
choose our regulatory regime; that is up to government and policymakers of the day. We can see 
advantages in it, and we have in our submission outlined those advantages. But that is not to say 
anything negative about our current regulatory regime or regulator, which I believe has served 
Western Australia well. We can and, of necessity, we must work in either regulatory regime, but 
there are some advantages and I think we have outlined those already in our submission.  

The CHAIR: There seems to be a push to get this legislation through by November of this year. 
Is there any reason why that would be?  

Mr Cronin: Yes. Based on how we have assessed our own performance, we are trying to improve 
the quality of the service and lower the cost for generators and customers as quickly as we 
reasonably can without sacrificing safety or reliability. The other factor is that the AER have 
flagged that they have a very small window of opportunity where they can assess our next revenue 
proposal. We are currently due to submit a revenue proposal to the ERA in December this year. 
We are seeking and are hopeful of getting some more time to put that in if legislation does not 
get passed.  

The CHAIR: So, if this gets passed by the end of November, then you do not have to put that 
submission into the ERA?  

Mr Cronin: Correct.  

Dr McGoldrick: But we do have to put one into the AER by April 2017. There is a window of 
opportunity, as Matt said, on the national regime as well, because the AER has many different 
parties to regulate, and if legislation were to pass and we were to make a submission, they could 
turn around our submission and we would be in national regulation on 1 July 2018. If that were not 
to be the case, if it did not pass but perhaps passed at a later date, that does not necessarily mean 
that the AER is ready and available to judge us, if you will. That could skip by four or five years, 
given the amount of parties that they have to regulate, so that would push back a national regulation 
date to at least 2022. So, in the sense that there is any rush about this, and it is an important matter 
and I do not believe it should be rushed, but there is that, as Matt said, window of opportunity.  

Mr Cronin: We are preparing revenue proposals of $7 billion to $8 billion, where the AER will be 
looking to approve the amount to charge customers through our network tariffs. As professionals, 
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whether engineers, economists or accountants, we want to do the best job we can; therefore, hitting 
those milestone dates, whether it is the ERA or the AER, is a degree of professional focus as well as 
business focus and making sure the customers get value for money. Uncertainty for either us or our 
customers or generators is less than ideal. 

Hon MARK LEWIS: just clearing that up, so that revenue proposal will be against those 
benchmarks. 

Dr McGoldrick: Correct; it should be submitted on the AER.  

Mr Cronin: We are assuming the ERA or the AER would apply similar techniques.  

The CHAIR: That is pretty much all we wanted to find out this afternoon, so I thank you very 
much for your time. I wonder if there is anything else you want to add.  

Dr McGoldrick: No; we just hope we have met your requirements.  

The CHAIR: Yes, absolutely. As you are aware, we are due to report these bills back to the house 
on, hopefully, 22 September, and who knows when it will all get through. Thank you very much for 
your time. 

Hearing concluded at 2.07 pm 

__________ 

 


