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Division 34: Economic Regulation Authority, $2 640 000 — 
Mr I.C. Blayney, Chair. 

Mr B.S. Wyatt, Treasurer. 

Mr R. Sarawat, Acting Chief Executive Officer. 

Mr P. Kelly, Executive Director, Regulation and Inquiries. 

[Witnesses introduced.] 

The CHAIR: This estimates committee will be reported by Hansard. The daily proof Hansard will be available 
the following day. 

It is the intention of the Chair to ensure that as many questions as possible are asked and answered and that both 
questions and answers are short and to the point. The estimates committee’s consideration of the estimates will be 
restricted to discussion of those items for which a vote of money is proposed in the consolidated account. Questions 
must be clearly related to a page number, item, program or amount in the current division. Members should give 
these details in preface to their question. If a division or service is the responsibility of more than one minister, 
a minister shall only be examined in relation to their portfolio responsibilities. 

The Treasurer may agree to provide supplementary information to the committee rather than asking that the 
question be put on notice for the next sitting week. I ask the Treasurer to clearly indicate what supplementary 
information he agrees to provide and I will then allocate a reference number. 
If supplementary information is to be provided, I seek the Treasurer’s cooperation in ensuring that it is delivered 
to the principal clerk by Friday, 29 September 2017. I caution members that if the Treasurer asks that a matter be 
put on notice, it is up to the member to lodge the question on notice through the online questions system. 
I give the call to the Leader of the Opposition. 

Dr M.D. NAHAN: Could the Treasurer describe when the Economic Regulation Authority is going to the fourth 
access arrangement for Western Power; what the timing of it is; any methodological changes that he has asked it 
to make to the regulatory structure for it; and the duration of AA4 if there are any changes to it? 

Mr B.S. WYATT: Western Power is due to lodge its proposed revised access arrangement on 2 October 2017. 
The review of Western Power’s access arrangement was extended from 1 March to 31 December 2016. Obviously 
not to transfer the regulatory functions to the Australian Energy Regulator, Western Power was allowed until 
2 October to submit its proposed revisions for its fourth access arrangement period. The assessment period for 
AA4 is from 1 July 2017—there will be an element of backdating as a result—to 30 June 2022. Network tariffs 
for the first year of AA4, this year, have been held to 2016–17 levels and the ERA will adjust future network tariffs 
to account for any over or under-recovery of revenue between 1 July 2017 and when the access arrangement is 
approved. 
In the second part, have I given any methodological — 

Dr M.D. NAHAN: Yes, the move to the AER would have changed the constrained versus unconstrained network. 
The Treasurer made a statement that he was going to move in that direction anyway. Is the AA4 going to have 
a constrained versus an unconstrained methodology? 

Mr B.S. WYATT: I have asked the Public Utilities Office to undertake that work in respect of the investment 
operating under Western Power. Regarding how it will impact on the ERA, I will ask Mr Sarawat to make some 
comments. 

Mr R. Sarawat: It will be made under the code. Unless there is a change to the access code, there will be no 
changes given. The impact will probably flow into the market rules and the energy market. 
Dr M.D. NAHAN: Is the AA4 going to be under the existing code? 

Mr R. Sarawat: Correct. 

Dr M.D. NAHAN: If the ERA changes the code, will it have to come back? 
Mr B.S. WYATT: Yes. 
Dr M.D. NAHAN: We can deal with this later, but the budget papers have two sets of data for Western Power; 
one is an estimated allocation of capital spend and the other has provisions. Are the provisions due to some 
assumptions about changes to the AA4? 
Mr B.S. WYATT: In Western Power? 
Dr M.D. NAHAN: Yes. 
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Mr B.S. WYATT: I want to say that I do not think so. My advice so far is that the AA4 is coming in as the budget 
estimates forecast around capital and recurrent spend, but it might be best if the member re-puts that question to 
me when I have the CEO of Western Power here. He might be able to provide some more information. 
Dr M.D. NAHAN: Are any other studies being undertaken or commissioned by the ERA other than AA4? In the 
past, the ERA took briefs on a whole range of things. 
Mr B.S. WYATT: The final report on water pricing should not be too far away, it is due in November, and the 
emergency services levy report is due at the end of this month. I am currently working through some options as 
well for me to refer something to it. 
Dr M.D. NAHAN: The Treasurer had a standard one on microeconomic reform; is that going to be continued? 
Mr B.S. WYATT: That might be one of them.  
[4.50 pm] 
Mr D.C. NALDER: I refer to item 71, “Net amount appropriated to deliver services”, outlined on page 512 of 
budget paper No 2. What has driven the 63 per cent reduction in appropriations from 2017–18 to 2020–21? The 
Treasurer does not need to worry about the numbers so much, but there is a huge drop in appropriations throughout 
that period. What is driving that decrease in appropriations? 
Mr B.S. WYATT: I will ask Mr Sarawat to explain that. 
Mr R. Sarawat: It is a two-step production. The first is due to the reduction in the Electricity Generation and 
Retail Corporation regulatory scheme review that the Economic Regulation Authority has to do, which is the 
scheme review of Synergy’s ring-fencing arrangements. That review is done every year and a report is given to 
the Treasurer every year. That funding is done through the Public Utilities Office, and the PUO is expected to 
review whether we should continue that review. Once that is decided, we will put the funding back in through the 
PUO’s adjustment, but if it is not, that funding will not be given to us. The second step is in respect of the rail, 
which is industry funded as opposed to an appropriation. 
Mr D.C. NALDER: Does that reduction in appropriations impact on staffing levels or is it consultants or 
contracted out? 
Mr R. Sarawat: It does not impact on the cost; it is just the funding arrangement. Instead of coming up through 
the appropriations, it is funded through industry—so, the rail. 
Dr M.D. NAHAN: Who is on the board of the ERA? Have there been any changes to it? 
Mr B.S. WYATT: There has been some change. For a while, it was just Nicky Cusworth chairing. Greg Watkinson 
and Dr Ray Challen have come on, but for a while it was just Nicky. 
Dr M.D. NAHAN: She would have been busy! 
The ERA does a review of water and it is due in November. Will those recommendations be binding for the 
government, as they are for Western Power? 
Mr B.S. WYATT: No. 
Dr M.D. NAHAN: May I ask why they are done then? 
Mr B.S. WYATT: After looking at the draft recommendations, I dare say that there would be some dramatic 
implications for the budget, so they will not be binding but they will be noted. The member has raised some very 
good issues that we have to resolve at some point, but the problem is how we do that in the current fiscal 
environment. The member is not surprised at that answer. 
Dr M.D. NAHAN: No; it does not shock me. 
Another ongoing review is into rail access. Has that review finished? Has the government made a decision on the 
basis of the ERA’s recommendation? Is it thinking about changing the access regime? CBH Group and Brookfield 
Rail are in arbitration, but there was a very long and tedious review of the access arrangement by the ERA and 
there were discussions about what next. Obviously, there were flaws in the access arrangement. I think the ERA 
review indicated that. Is the Treasurer thinking about moving on and doing something different following the 
ERA’s recommendations? 

Mr B.S. WYATT: That was given to government last year. We will have to make a decision around it in due 
course, but I do not have any information on it to give the member at this point. Now that he has asked that, I will 
probably pursue it and find out. 
Dr M.D. NAHAN: He had better. It is good reading! 
Mr B.S. WYATT: I am sure it is! 
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Mr D.C. NALDER: I refer to the regulatory fees and fines outlined on page 517 of budget paper No 2. What is 
driving the 44 per cent increase in these fees over the forward estimates, and will the Treasurer provide 
a breakdown of those fee increases? 
Mr B.S. WYATT: The amount for regulatory fees and fines increases from $10.8 million to $11.7 million. Is that 
what the member is referring to? 
Mr D.C. NALDER: Yes. 
Mr B.S. WYATT: It is easier if I hand over to Mr Sarawat to answer that. 
Mr R. Sarawat: There are two reasons for that. The first is the increased functions that were given to the ERA 
last year, including compliance and enforcement, and rule change panel secretariat support services. The second 
reason is the expected increase in rail funding. 
The appropriation was recommended. 
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