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STATEMENT OF CORPORATE INTENT 

This Statement of Corporate Intent: 

1. Documents the level of performance for the 2016/17 financial year agreed between Western Power 

and the Minister for Energy, with the concurrence of the Treasurer 

2. Is prepared in accordance with Part 5 of the Electricity Corporations Act 2005 (WA) ("the Act") 

3. Reflects the business intentions of Electricity Networks Corporation (trading as Western Power) for 

the financial year 2016/17 

4. Complies with Section 99 of the Act by outlining Western Power's: 

a. objectives, functions, main undertakings and performance targets for the year 

b. community service obligations 

c. dividend and accounting policies 

d. obligations to inform the Minister 

5. Is consistent with Western Power's 2016/17 - 2020/21 Strategic Development Plan 

6. Is based upon and consistent with Western Power's 2012/13 - 2016/17 Strategic Plan 

 



Statement of Corporate Intent 2016/17 
 

  5 |  23  

SECTION 1 

ABOUT WESTERN POWER 

Western Power builds, maintains and operates the electricity transmission and distribution networks in 

Western Australia's south west. Its Board is composed of independent, non-executive directors and 

reports to the Minister for Energy, representing Western Power's owner. 

Western Power's economic performance is subject to the oversight of the Economic Regulation Authority 

(ERA), primarily by means of regulatory contracts (known as Access Arrangements) negotiated for fixed 

terms. The present five-year Access Arrangement ends on 30 June 2017. Western Power's safety 

performance is regulated by EnergySafety. 

As part of the second stage of the State Government's Electricity Market Review (discussed in the 

following section) it is anticipated that Western Power's economic regulation will transfer to the 

jurisdiction of the Australian Energy Regulator (AER). 

Figure 1: Western Power's role in the electricity supply chain 

  

THE WESTERN POWER NETWORK 

The Western Power Network connects more than one 

million customers over an area larger than the United 

Kingdom, with power lines spanning more than 100,000 

km. Because of Western Australia's geography, it is the 

only major Australian power network not interconnected 

with other large networks. 

The Western Power Network forms the vast majority of 

the South West Interconnected Network that, together 

with electricity generators, comprises the South West 

Interconnected System. 

                                                
1 Network facts as at June 2015 

Figure 2: Western Power's operating area1 
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OUR STRATEGY 

In 2012, Western Power developed its strategy to provide customers with a safe, reliable and affordable 

connection to electricity, supported by a Strategic Plan for the period 2013-2017.  The Strategic 

Framework, (refer Figure 1), outlines the fundamental building blocks of the strategy. 

Figure 1: Western Power's  Strategic Framework 

  

Serving customer is the cornerstone of the strategy, supported by Western Power’s values which are: 

• Safety:  In everything we do, we are committed to putting safety first 

• Delivery: We deliver on our promises 

• Integrity: We are open, honest and consistent 

• Service:  We are a service business 

• Respect:  We respect ourselves, others and the environment 

Western Power’s objectives are aligned to what is important to our customers: 

 

Since commencing this strategy, Western Power has achieved significant milestones to become a more 

efficient, commercial and customer focused organisation having achieved a number of its objectives.  Key 

aspects of the strategy have now been completed and Western Power has recognised that a number of 

major events have materialised which require the development of a new strategy. These events are: 

• The conclusion of key initiatives within the current strategy 

• Industry changes proposed under the Government’s Electricity Market Review. In particular Western 

Power transitioning to the Australian Energy Regulator 

• The accelerating pace of change in the electricity industry resulting in opportunities to use emerging 

technologies in the network, either through customer choice or initiated by Western Power, as an 

opportunity to lower cost 
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As result Western Power has developed six near term strategies to guide the business though this 

transition period over the next 12 – 18 months to compliment the core operational program that allows 

Western Power to meet its ongoing regulatory and safety obligations. Western Power will also develop 

its next Corporate Strategy over the next 12 months to consider longer term challenges and 

opportunities. 
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REVIEW OF PERFORMANCE 

 

 

• The continuous emphasis on safety at every level of the business saw Western Power achieve its best-ever 

workforce safety performance in 2014/15. The Lost Time Injury Frequency Rate of 0.74 and Total 

Recordable Injury Frequency Rate of 5.8 were both below target levels (1.6 and 8.1 respectively), 

representing substantial and sustained improvements since 2011/12 (46% and 59% respectively) 

• Despite improved public safety performance, we did not achieve our 2014/15 target. Asset failures 

resulted in one public injury and five cases of property damage exceeding $20,000, while 64% of incidents 

were related to network interference (such as fauna, flora or mechanical equipment coming into contact 

with power lines). Reducing the frequency of both types of public safety incidents remains a high priority 

• Our sustained focus on wood pole management has increased our pole replacement and reinforcement 

by 75% since 2011/12. In 2014/15, we replaced 17,765 wood poles and reinforced a further 53,976 

• With the growing maturity and sophistication of our risk management tools, risk reduction 

considerations play an increasingly important role in prioritising network investments.  This is expected to 

play an even bigger role in future decision making as the maturity of the data, systems and process 

increases 

• The single Type 1 breach2 recorded in 2014/15 which fortunately did not impact a life support customer. 

The breach related to disconnection of a customer who was in a billing dispute with Synergy. This 

continues the trend of improvement since 2011/12, when there were five such breaches affecting life 

support customers 

 
• Western Power met all 17 regulatory Service Standard Benchmarks for the first time since 2006, 

reflective of both operational improvements and a year of milder weather 

• Supply availability improved by 40%, with the average length of supply interruption experienced 

annually by customers reduced to 364 minutes (613 minutes in 2011/12). With the majority of customers 

enjoying this level of reliability, Western Power is prioritising works to improve performance in targeted 

areas with characteristics that contribute to lower levels of reliability 

 
• With 2014/15 operating expenditure 5% ($27.5 million) below that of the previous year, Western Power is 

now $60 million per year more efficient to run than it was when it adopted its strategic framework in 

2013.  Overall $524 million in operating and capital expenditure has been saved in the first three years of 

AA3 compared to the ERA determination 

• Overall costs in 2014/15 were 6.7% below 2013/14 levels, despite delivery of a $1.279 billion annual 

works program - Western Power's largest ever 

• Western Power connected a record 26,000 new customers to the network in 2014/15, also reducing the 

average cost per connection by $11 

• The Mid West Energy Project - Australia's largest power line development in the last 25 years - was 

completed under the $406 million budget

                                                
2 This is defined as a situation that could: cause major damage, loss or disruption to customers; or endanger or threaten to 

endanger the safety or health of a person. 

RELIABLE 

AFFORDABLE 

SAFE 
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SECTION 2 

BUSINESS CONTEXT 

CUSTOMER EXPECTATIONS 

Western Power's strategic objectives align with its customers' most fundamental expectations. 

Safety 

The safety of the community and our people is, and will remain, Western Power's most important 

priority. Maintaining a network that reduces the safety risks for employees, contractors and the 

community is central to our purpose. 

Since 2012, the frequency of safety incidents has trended downwards. The prioritisation of much of our 

Network investment on the basis of safety risk has been pivotal to this outcome; this has been facilitated 

by fundamental changes in every part our business. 

Reliability 

From 2011 to 2014, Western Power achieved an average supply availability3 of 99.995% in Perth's Central 

Business District, 99.9% in the remainder of metropolitan Perth and 99.6% in rural areas. 

The large majority of Western Power's customers experiencing this level of reliability may assume it will 

be maintained in the future; those with less reliable supply almost certainly expect better performance. 

Affordability 

With its assets and activities constituting approximately 35% of the retail price of electricity, Western 

Power is keenly aware of the broad community and stakeholder sensitivity to electricity price increases. 

Sustained reductions in demand and the rapid uptake of photovoltaic (solar) cells demonstrate 

customers' willingness to seek substitutes for services traditionally considered to have none. 

The nature of our business environment is such that Western Power's greatest scope for reducing 

pressure on tariffs is through increasing its own operating efficiency. Strategic programs established in 

2012 are on target to deliver $1.4 billion in savings over the course of the current five-year Access 

Arrangement, in parallel with the improved operational outcomes outlined in the previous section. 

Western Power, including its Board, management and staff are all committed to ensuring an ongoing 

journey on these three fundamental areas of its customer’s expectations. In 2015, Western Power 

embarked on a company-wide Customer Service Strategy to help identify changing customer priorities, 

explore service opportunities and further build on collaborative partnerships.  The new framework allows 

Western Power to offer business and commercial customers more tailored solutions and residential 

customers’ services that better meet their needs.  As part of this, Western Power launched a service 

outages App, customer communication cards and commenced a series of ongoing customer forums to 

inform future plans.   

In 2016/17 Western Power plans to introduce a number of improvements including greater automation 

of common customer requests to increase customer’s ability to self- serve and extending the information 

and services available on the App. 

                                                
3 This is measured by the percentage of time customer premises are supplied. 
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NETWORK RENEWAL 

The current Western Power Network has evolved over decades, its capacity and extent expanding 

continuously to support and keep pace with the State's periods of economic growth. In the 10 years to 

2015, Western Australia's population and the peak Network demand both grew by 27%. 

Western Power's investment cycle is now increasingly in an asset replacement phase, with many assets 

operating beyond their expected service lives.4  With the scale of replacement required, Western Power 

developed an innovative risk based approach to asset management based on the likelihood and 

consequence of individual asset failure where investment is prioritised to address those assets which are 

at the highest risk of failure and greatest consequence. This maturing and innovative approach to asset 

management has resulted in lower capital expenditure than would have occurred under the previous 

approach and, combined with other operating cost efficiencies, has allowed network management 

savings relative to the current regulatory contract. 

NETWORK CAPACITY 

In February 2016, the Western Power Network supplied an all-time peak demand of 4,304 MW, 

considerably above the previous peak of 3,694 MW in January 2012. Although peak demand is expected 

to increase marginally in the long term (less than 1% per annum over the next four years5), demand 

projections exceed present capacity in five transmission load areas: 

1. Eastern Goldfields (driven by resources sector developments) 

2. Mandurah (driven by development of new residential estates and associated infrastructure) 

3. Bunbury (driven by development of new residential estates and associated infrastructure) 

4. East Perth / CBD (driven by residential and commercial development) 

5. North Country (driven by resources sector developments) 

Western Power undertakes studies to ensure the timely construction of upgrades to meet the increased 

demand in these areas. These projects are typically designed and executed over periods of three to five 

years. 

EMERGING TECHNOLOGIES 

The presence of solar cells on the rooftops of one in six Western Power residential customers represents 

the beginning of an unprecedented shift in the way electricity is generated, stored and consumed. The 

last few years have seen over 24,000 additional connections a year and this uptake is expected to 

continue. 

As battery storage and other distributed technologies become similarly affordable in the near term 

together with changing customer needs and expectations and greater energy efficiency, substantial 

changes are expected to the role of the network in the traditional power system. Western Power received 

19 applications to connect batteries over the last 12 months. 

                                                
4 This is the length of time an asset is expected to perform its intended function safely and economically. It varies with asset 

type, typically ranging between 30 and 50 years. Exceeding expected service life does not mean an asset is likely to fail 

immediately, however the frequency and severity of defects can be expected to increase. 

5 Calculated as a compound annual growth rate (CAGR). 
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Western Power is actively assessing these technologies to understand fully their potential impacts on 

critical Network performance characteristics, and how it can help maximise their benefits for its 

customers, the environment and the State's economic development. 

These include partnering with industry leaders to pilot technologies and to consider how they can be 

integrated into the network in a safe, reliable and affordable manner. 

Western Power is making changes to policies and procedures to facilitate the use of emerging 

technologies. A Network Standard was developed for Inverter Connected Assets that seeks to mitigate 

the potential technical impacts of embedded generation while maximising it’s potential. A non-reference 

service was also developed to provide Synergy with the ability to offer their customers a battery energy-

injection tariff and facilitate greater bi-directional flow of electricity.  

TRANSFORMATION OF THE STATE'S ELECTRICITY MARKET 

STRUCTURE 

In March 2015, the Minister for Energy announced the second phase of the State Government's Electricity 

Market Review (EMR Stage II).  

Western Power supports this transformation and its key objective of delivering greater competition in the 

electricity market. It anticipates greater flexibility for supporting emerging technologies and delivering 

more creative customer solutions than is presently possible. Western Power believes it will deliver an 

electricity market structure offering lower costs for customers, while ensuring the long-term sustainability 

of the industry. Western Power will assist Government with the relevant changes. 

A number of the Review's recommendations will however substantially impact Western Power's 

operations: 

• Transition of economic regulation to the Australian Energy Regulator 

• Transition to a fully constrained network model 

• Transfer of Systems Management's functions and accountabilities to the Independent Market 

Operator (subsequently a decision was made to revise this to the Australian Energy Market Operator) 

• Full retail contestability 

• Introduction of competition for metering services 

• Removal of barriers to entry to the network 

• Wholesale energy market improvements 

Western Power considers all of these as important market reforms, but does view some as more 

important to the company due to their shorter term impact on the business. The proposed transition to 

the AER is considered to be the most significant of these recommendations, due to the extensive 

legislative, regulatory, technical and administrative changes it will encompass. Western Power has 

commenced preparation of its first regulatory submission to the AER in 2017, in anticipation of the 

implementation these reforms.  
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SECTION 3 

KEY INITIATIVES 2016/17 

Given the business context, Western Power is facing an unprecedented level of change in 2016/17.  As a 

result, management has decided to review the 2013-2017 Strategic Plan early in order to create the 

opportunity to respond to these newly emerging priorities.  

Western Power has two key programmes of work making up its key initiatives in 2016/17  These are the: 

• Strategic program which is designed to improve the business and set it up for success both for today 

and in the future 

• Operating program which allows Western power to meet its ongoing regulatory and safety 

obligations 

STRATEGIC PROGRAM 

The current strategy developed in 2012 has delivered significant business outcomes and importantly has 

prepared Western Power for the next stage of its improvement journey.  

Western Power’s key priority is to deliver value for our customers. We will continue to innovate to deliver 

safety and performance outcomes at a lower cost, to incorporate new and emerging technologies into 

the network and find new ways to generate value from the network for customers.  

Recognising the rapidly changing operating environment, Western Power has developed six near term 

strategies to guide the business thought the next 12 – 18 months. These are Safety, Performance 

Improvement, Regulatory submission, EMR Stage II, Emerging Technology and developing the next 

Strategy as detailed in Figure 3. Building on the foundations that are now in place, Western Power will 

continue its focus on culture, capability, innovation and its relationship with stakeholders. 

Figure 3: Strategic program - 2016/17 
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SAFETY 

This initiative will achieve a step change in safety performance that is consistent with Western Power's 

safety vision of "everyone going home safe and healthy, every day". Its integrated approach will involve 

leadership, behaviours, processes, equipment and design improvements. 

Key outcomes 

• Our people understand and actively demonstrate safety leadership in everything they do. 

• Our people demonstrate individual accountability for their own and others' safe behaviour. 

• A fully integrated Safety Health and Environment Management System that addresses key risks and is 

aligned with top quartile network operators in Australia. 

• Equipment meets design standards, is fit for purpose and maintained. 

• Critical risks and controls are identified, rigorously applied and monitored. 

• Safety risks associated with the protection, operation and management of the network are 

understood and managed. 

PERFORMANCE  

Western Power plans to improve affordability by being in the top quartile of performance in Australia, 

relative to its peers. During 2016/17 Western Power will start implementing the review of its asset 

management strategies, leveraging previous investments in systems, processes and data.  This will 

translate into different asset management strategies going forward, which is likely to reduce operating 

costs in the future.  In addition, Western Power will be reviewing other facets of its operations with a view 

to improve cost efficiencies delivered in earlier years. 

Key outcomes 

• Reduced expenditure 

• Improved cost per connection 

• Service levels improved or maintained 

EMR STAGE II 

Western Power supports the recommendations of the Electricity Market Review and believes it will 

deliver an energy market structure that will mean lower costs for customers, while ensuring the long-

term sustainability of the industry. We believe the reforms will provide Western Power with the flexibility 

to support new technology and deliver more creative solutions for customers than we have been able to 

do in the past. This program consists of four work streams, comprising 11 projects. 

1. Network Regulation: Transfer of regulatory functions; Regulation of network revenue and prices; 

Network connection and access  

2. Market competition: Full retail contestability, Removing barriers to entry; Advanced metering and 

competition in metering 

3. Institutional Arrangements: Transfer of System Management and market operations to the Australian 

Energy Market Operator;  Market rule change committee; Western Australian Reliability Panel; Dispute 

resolution 

4. Wholesale Electricity Market Improvement: Reserve capacity mechanism; Energy market operations 

and processes 
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Key outcomes 

• Compliance with relevant regulatory requirements arising from the Electricity Market Review. 

• Western Power contributes to the Government's ability to achieve the objectives of its reforms, as 

required. 

REGULATORY SUBMISSION 

Western Power’s objective is to deliver a credible, defensible and evidence-based regulatory submission 

to the AER in 2017.  

Key outcome 

• Regulatory endorsement of revenues sufficient to: 

- recover efficient investment 

- deliver the services required by customers. 

EMERGING TECHNOLOGY 

Emerging technologies and changing customer trends are expected to change the fundamentals of 

power network businesses worldwide. This initiative will consider innovations such as: 

• Advanced metering 

• Distributed generation (e.g. solar cells) 

• Distributed storage (e.g. batteries) 

• Stand-alone power systems 

• Micro-grids 

• Electric vehicles 

• Consumption monitoring appliances 

• Data analytics. 

Western Power will undertake selected pilots of technologies should appropriate partners and 

opportunities emerge. 

Key outcomes 

• Integrate highest impact / high priority opportunities into network strategies and plans and develop 

alliances and knowledge networks.  

• Identify new expenditure efficiency opportunities, such as investment deferral. 

• Identify new value creation opportunities. 

• Analyse the potential impacts of new substitute products on Western Power's business. 

Activities to date include: 

• A battery storage trial in Perenjori, focussed on innovative options to improve power reliability in 

rural areas at a lower network cost 

• A stand-alone power systems trial at edge-of-grid locations to improve supply reliability and avoid 

the replacement of low-density rural distribution networks, saving capital costs 
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• Partnering with organisations including Carnegie to trial micro-girds and Curtin University to 

understand the commercial implications of integrating technologies (renewable energy, battery 

storage, smart grid, electric vehicles) in an urban environment. 

NEXT STRATEGY 

During 2016 Western Power will develop its new Strategic Plan to capitalise on the evolving role of the 

network and to position the business for the long term. The strategy will maintain the fundamentals of 

serving customers, connecting electricity safely, reliably and affordably, sustaining top quartile 

performance and continuing to reduce cost. In addition, we will consider strategies to transform into a 

high performing, innovative culture to ensure the long term sustainability of Western Power. 
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OPERATIONAL PROGRAM 

CAPITAL EXPENDITURE 

Western Power plans to invest approximately $940 million in the State's infrastructure in 2016/17. The 

capital expenditure initiative comprises the following investment categories: 

1. Safety 

2. Service 

3. Security 

4. Growth 

5. Government Initiatives 

6. Unregulated 

SAFETY 

The failure of Network assets remains the primary source of public safety risk, due to the potential to 

result in electric shocks and fires. 

Western Power's ability to address all Network risks in the short term is constrained by a range of factors, 

such as the volume and geographic dispersion of assets, funding and its works delivery capacity. Its risk-

based prioritisation of Network investment is critical to optimising risk outcomes within these constraints. 

Western Power will continue to refine its approach to asset and risk management to support risk-based 

prioritisation that is more robust, defensible and transparent. It will continue to engage with key external 

stakeholders to build understanding and confidence in the asset knowledge, tools and systems used to 

develop and support Western Power's investment decisions. 

The key Safety programs are Pole Management, Conductor Management, Bushfire Management and 

Connection Management. Western Power plans to invest $304 million in these safety programs in 

2016/17.  Primary activities within these programs are the treatment of over 18,000 wood poles and the 

replacement of over 865 kilometres of overhead distribution conductors in high population or high fire 

risks zones where the consequence of failure is significant.  

SERVICE 

In 2016/17, Western Power plans to invest $204 million in this category. Western Power will continue to 

invest in the prioritised replacement of the Network's large and diverse population of plant and 

equipment assets to ensure they are able to deliver committed service levels, in terms of network 

reliability and power quality, and comply with legislative and other obligations. As part of this, Western 

Power is investigating the role emerging technologies can play to support network operation.  Activities 

include: 

• A battery storage trial in Perenjori, focussed on innovative options to improve power reliability in 

rural areas at a lower network cost; 

• A stand-alone power systems trial at edge-of-grid locations to improve supply reliability and avoid 

the replacement of low-density rural distribution networks, saving capital costs; 

Service expenditure also includes investment in business support programs, such as information 

technology, fleet and corporate real estate.  
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Western Power is undertaking a rationalisation of its corporate real estate in support of the 

Government’s asset sales debt reduction initiative announced in the 2014/15 State budget.  Western 

Power’s strategies to manage property assets include the sale of unused surplus land.  

SECURITY 

Western Power will continue to assure supply security through strategic investments to maximise the 

Network's resilience in the event of disruption to critical transmission assets, whether as a result of asset 

failure, planned maintenance or external events (such as bushfire or lightning strike). Western Power 

plans to invest $6 million in security in 2016/17. 

Based on the current level of investment in Security programs, the number of customers at risk of a long 

duration outage due to the loss of a major transmission asset is forecast to reduce from approximately 

7,300 in 2016/17 to zero in 2020/21. A key activity in 2016/17 is extending a 132kV Circuit from Pinjarra 

to Alcoa Pinjarra to address thermal overloading issues for a single network outage in the Mandurah 

132kV network. 

GROWTH 

Western Power plans to invest $366 million in growth related investments in 2016/17. This investment 

will address the parts of the network in which demand is projected to exceed current capacity, despite 

only marginal growth in peak demand forecasts. This category also includes expenditure for 

augmentations required under Western Power legislated customer access obligations.  

Western Power expects capacity expansion in the following areas: 

• Eastern Goldfields: Driven by mining companies seeking new connections   

• Network options being considered include new transformer capacity at West Kalgoorlie Terminal and 

local substations. Non network solutions are also being investigated 

• Mandurah and Bunbury: Driven by new residential estates and associated infrastructure 

development 

• Planned work to address this includes an additional transformer at Meadow Springs and an 

additional transformer in Mandurah and an additional 132kv circuit from Mandurah to Pinjarra in 

2019/20 

• East Perth/ CBD: Driven by residential and commercial development 

• Planned work to address this includes installation of a 132 KV cable between Hay Street Substation 

and Milligan Street Substation and a new substation at Bennet Street 

• North Country: Driven by mining companies seeking new connections 

• Several options are being considered as solutions to customer proposals.  Larger project proposals 

are driving a need for the Mid-West Energy Project Southern Section Stage 2.  Other options include 

installation of substation transformers at existing sites 
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GOVERNMENT INITIATIVES 

This category consists mainly of expenditure on the State Underground Power Program (SUPP), which is 

progressively replacing existing overhead distribution infrastructure. Round 5 of SUPP was extended, 

awaiting approval of Round 6, to cover the additional areas of Ardross East, Melville South and Bicton 

North. Local enhancement projects are being planned in Geraldton and Laverton. Currently in 

construction are residential projects; Ardross East and Melville South and local enhancement projects; 

Albany and Pinjarra. Western Power plans to invest $23 million in SUPP in 2016/17. 

The selection process for the next round of SUPP works will, for the first time, take network risk into 

account. This will ensure optimum alignment of this investment with Western Power's risk-based 

prioritisation approach.  

UNREGULATED 

Western Power will undertake a review to assess potential strategies for managing its fleet portfolios. 

This will consider: 

• Fit-for-purpose fleet assets 

• Fleet delivery options. 

OPERATING EXPENDITURE 

The majority of Western Power’s operating expenditure is for recurrent network operating and 

maintenance activities required to deliver service levels consistent with average historical performance.  

Western Power will maintain and refine its focus on operating efficiency based on reductions embedded 

over the last three years. 
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SECTION 4 

PERFORMANCE MEASURES AND TARGETS 

Table 1 details Western Power's key performance measures and targets for 2016/17. 

Table 1: Key performance measures and targets for 2016/17 

 Measure 2016/17 target 

Safe 

Total Recordable Injury Frequency Rate (TRIFR) ≤ 4.0 

Number of wood poles reinforced ≥ 6,048 

Number of wood poles replaced ≥ 12,549 

Public impact6 ≤ 0.87 

Reliable 

Average supply unavailability per customer per year ≤ 650 mins 

Average number of interruptions (greater than 60 seconds) per customer 

per year 

≤ 2.94 

Affordable 

Average cost per connection8 ≤ $993 

Return on regulated assets9 ≥ 2.25% 

Employee engagement10 ≥ 50% 

SECTION 5 

DIVIDEND POLICY 

Final dividend 

Under the Electricity Corporations Act 2005 (WA) ("the Act"), Western Power is required to recommend a 

final dividend to the Minister for Energy as soon as practicable after the end of the financial year. The 

final dividend is currently calculated at 65% of net profit after tax, as agreed with Western Power's owner, 

the Western Australian State Government. This is generally paid no later than six months after the end of 

the financial year to which it relates. 

Equity contribution 

In November 2012, the State Government endorsed an annual equity contribution to Western Power 

equal to the dividend payment attributable to capital contributions. Western Power received the 

inaugural equity contribution in the 2013/14 financial year. 

                                                
6 Western Power has developed a new risk-based KPI, influenced by intolerable third-party outcomes associated with the 

network (e.g. any third-party injury or third-party property damage valued at $20,000 or more). 

7 These targets are currently set to maintain the 2015/16 targeted level pf performance 

8 Cost per connection excludes the Tariff Equalisation Contribution (TEC). 

9 Due to the significant gap between the interest payments Western Power will incur over the five years of AA3 and the 

revenue it will receive from the return on investment (provided in the ERA's final determination on the WACC), there is no net 

shareholder return on investment in AA3. 

10 Western Power will review this measure in 2016. 
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Interim dividend 

In June 2015, the Act was amended to require state-owned energy utilities to recommend and pay an 

interim dividend where informed in writing by the Minister to do so. Any interim dividends are generally 

due for payment within the financial year to which they relate. Western Power did not pay an interim 

dividend in the 2014/15 financial year. Where an interim dividend is paid, the amount is subtracted from 

the final dividend payment. 

The amendments to the Act also require Western Power to satisfy a "dividend solvency" test similar to 

those performed by listed companies, before recommending a final and/or interim dividend to the 

Minister. 

SECTION 6 

ACCOUNTING POLICY 

Western Power is classified as a not-for-profit entity and is required to prepare audited statutory financial 

statements and supporting accounting policies in accordance with Australian accounting standards and 

other authoritative pronouncements of the Australian Accounting Standards Board (AASB) (including 

Australian interpretations) and Schedule 4 of the Act. Our financial statements adopt the historic cost 

convention and reflect the accrual basis of accounting. 

In addition, the following guidelines and standards are considered to be most relevant to Western 

Power's corporate governance practice: 

• Government of Western Australia: Principles of Good Governance for Western Australian Public 

Sector Boards and Committees 

• Australian Standard: AS 8000-2003: Corporate Governance - good governance principles 

• Australian Standard: AS 3806-2006: Compliance Programs 

• Australian Standard: ISO AS/NZS 31000-2009: Risk Management 

• Australian Stock Exchange Corporate Governance Council: Corporate Governance Principles and 

Recommendations with 2010 amendments ("ASX Guidelines") 

Although Western Power is not obliged to comply with the ASX Guidelines, the business has committed 

to adopt best practice principles and practices that are in the best interests of its stakeholders to the 

extent that they are applicable and not inconsistent with the requirements of the Act and other 

applicable laws. 

SECTION 7 

NATURE AND EXTENT OF COMMUNITY SERVICE 

OBLIGATIONS 

Section 99(1) of the Act defines "community service obligations" as "obligations to perform functions or to 

meet performance targets that it is not in the commercial interests of the corporation concerned to perform 

or meet". 
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In 2016/17, the State Government is expected to make payments to Western Power totalling $5 million 

to support the State Underground Power Program (SUPP). 

SECTION 8 

MINISTERIAL REPORTING 

To meet the reporting requirements as outlined in the Act, Western Power will provide the Minister the 

following information. 

Quarterly reporting 

As a Government Trading Enterprise, and in accordance with the Act, Western Power will provide the 

Minister and the Western Australian Treasurer with a quarterly report for the first three quarters of the 

financial year. 

Quarterly reports will detail year-to-date performance of the business, provide comparisons to SCI 

targets and highlight any significant issues. The business will submit the quarterly reports in accordance 

with the requirements of Section 106 of the Electricity Corporations Act 2005 (WA). 

The quarterly reports will be provided to the Minister for Energy and the Treasurer within one month of 

the end of the quarter. 

Annual reporting 

The Annual Report will be provided to the Minister, following the end of the financial year within the time 

specified by the Act. 

In addition to the financial statements, the Annual Report will include an overview of major 

achievements, a comparison of performance with the SCI targets, and other information required to be 

included by the Act. 

In addition to quarterly and annual reports, the Act requires that the Minister for Energy be provided 

with: 

• A five-year Strategic Development Plan and this one-year Statement of Corporate Intent 

• A report on staff compliance with any Board-issued codes of conduct 

• Any information in Western Power's possession requested by the Minister 

Quarterly Network Safety reporting 

Western Power will provide quarterly reports on network safety performance outcomes to the Minister 

and the Director of EnergySafety. The report is in accordance with regulation 32 of the Electricity 

(Network Safety) Regulations 2015. 

State of the Infrastructure reporting 

Each year Western Power will provide a report on the state of the infrastructure to the Minister. The 

report is in accordance with one of the actions identified in the Government's Response to Report 14 of 

the Legislative Council's Standing Committee on Public Administration. 



Statement of Corporate Intent 2016/17 
 

  22 |  23  

SECTION 9 

NOTES 

Access to information 

Copies of Western Power's major public documents (including the SCI, quarterly and annual reports) are 

available from its website, www.westernpower.com.au. 

Network pricing and tariffs 

Western Power's reference tariffs are approved by the Economic Regulation Authority (ERA) annually. 

A key determinant of reference tariffs is the revenue cap defined in the access arrangement. The ERA sets 

the revenue cap at the beginning of each access arrangement period. The cap determines how much 

revenue Western Power can recover in each year and is fixed for each year of the access arrangement 

period. Prices are then set at a level to recover the revenue cap accordingly. The current access 

arrangement period runs from 1 July 2012 to 30 June 2017. 

The ERA sets the revenue cap to allow Western Power to invest in new assets, operate the network to 

provide services to customers and earn a reasonable commercial return on its investment. The ERA 

oversees the performance of Western Power's business to ensure that Western Power is operating in a 

manner that is economically efficient and will continue to provide value for money network access 

services. 

As part of the second stage of the State Government's Electricity Market Review it is anticipated that 

Western Power's economic regulation will transfer to the jurisdiction of the AER. 

System Management 

System Management is currently in the process of submitting to the ERA its Fourth Allowable Revenue 

(AR4) Submission for the period 1 July 2016 to 30 June 2019. The ERA will make an Allowable Revenue 

Determination in early 2016, setting the level of costs that may be collected from the Wholesale 

Electricity Market participants. These costs are associated with the provision of services by Western 

Power, through its segregated System Management business unit. 

On 30 September 2015, the Western Australian Minister for Energy announced the transfer of the System 

Management function and operation of the WEM to the Australian Energy Market Operator (AEMO). This 

was a variation of an initial proposal to merge the Independent Market Operator (IMO) with System 

Management under the EMR in order to "improve the coordination of System Management (including 

generator dispatch) with the commercial outcomes of the Wholesale Electricity Market".  

Government Guarantee Fee 

Western Power pays a Government Guarantee Fee (GGF) of 0.7% to the Department of Treasury for the 

use of an implied credit rating. 

The Government Guarantee Fee is a competition neutrality measure that encourages Government 

businesses to operate in a commercial manner and to perform comparably with private sector businesses 

of similar risk. The Guarantee fee serves to expose Government businesses to the risk-related cost of 

debt they would face if they were required to borrow funds based on their stand-alone credit rating.  
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SECTION 10  

APPENDIX 

GLOSSARY OF TERMS FOR KEY PERFORMANCE INDICATORS 

 Term Explanation 

S
A

F
E
 

Total Recordable 

Injury Frequency Rate 

(TRIFR) 

The number of injuries resulting in medical treatment, a lost work 

shift or restricted work duties per million hours worked over a 12 

month period. 

Public impact Measurement of the number of public safety incidents which 

resulted in an injury to a member of the public, or property damage 

> $20,000. 

Number of wood 

poles reinforced 

Number of transmission and distribution wood poles reinforced 

across the Western Power Network. 

Number of wood 

poles replaced 

Number of transmission and distribution wood poles replaced 

across the Western Power Network. 

R
E
L
IA

B
L
E
 

Supply unavailability The average number of minutes that customers do not have supply 

over a year. Unlike the previous measure of System Average 

Interruption Duration Index (SAIDI), this measure also includes 

planned interruptions, force majeure events, major event days and 

unplanned transmission outages as including these occurrences 

more accurately represents the service experienced by customers. 

Number of 

interruptions 

The average number of interruptions greater than 60 seconds 

experienced by all customers per year. It does not include 

interruptions due to failure of generation or third party systems 

(such as customer equipment) or planned transmission outages. 

A
F
F
O

R
D

A
B

L
E
 

Average cost per 

connection 

Cost per connection has been calculated based on the operating 

cost for the regulated network and System Management (Markets), 

depreciation (adjusted to exclude the impact of gifted assets and 

customer contributions) and borrowing cost per annum divided by 

the total number of customers connected to the network.  Costs and 

revenue associated with unregulated activities are excluded from 

this measure as any profit or loss on these services will not flow 

through to a lower or higher cost to serve.  It is shown in nominal 

dollars. 

Customer experience Measure under development 

Return on Regulated 

Assets 

Return on regulated asset is defined as Normalised Regulated Net 

Profit After Tax (NRNPAT) divided by average Regulated Asset base.  

Employee 

engagement  

The employee engagement survey measures the level of employee 

engagement and the employment experience across different 

aspects of the work environment. 

 

 


