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Verve Energy — 
Mr G. Woodhams, Chairman. 

Mr F.M. Logan, Minister for Energy.  

Ms S.E. In’t Veld, Managing Director. 

Mr J. Banks, Coordinator of Energy. 

Mr K. Matacz, Chief Financial Officer. 

Mr B.R. Sadler, Principal Policy Officer, Energy, Office of the Minister for Energy. 

The CHAIRMAN: This estimates committee will be reported by Hansard staff. The daily proof Hansard will be 
published at 9.00 am tomorrow. 
Members may ask questions about matters relating to the operations and budget of the off-budget authority. Off-
budget authority officers are recognised as ministerial advisers. 

It is my intention, as Chairman, 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 minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week. For the purpose of following up the provision of this 
information, I ask the minister to clearly indicate to the committee which supplementary information he agrees to 
provide and I will then allocate a reference number. If supplementary information is to be provided, I seek the 
minister’s cooperation in ensuring that it is delivered to the committee clerk by 6 June 2008, so that members 
may read it before the report and third reading stages. If the supplementary information cannot be provided 
within that time, written advice is required of the day by which the information will be made available. Details in 
relation to supplementary information have been provided to both members and advisers and accordingly I ask 
the minister to cooperate with those requirements. 

I caution members that if a minister asks that a matter be put on notice, it is up to the member to lodge the 
question on notice with the Clerk’s office. Only supplementary information that the minister agrees to provide 
will be sought by 6 June 2008.  

It will also greatly assist Hansard if when referring to the program statements volumes or the consolidated 
account estimates, members give the page number, item, program and amount in preface to their question. 

The member for Capel has a question. 

Dr S.C. THOMAS: Will the minister advise the latest figure for the expected 2007-08 loss and the expected 
profit or loss for 2008-09; and can the minister include in that payments to government, such as dividends and/or 
taxation revenue that will come back to government? 

Mr F.M. LOGAN: I ask the member to take us to the point on page 937 of the Budget Statements that deals 
with his question. 

Dr S.C. THOMAS: Mr Chairman, if the opposition cannot come into budget estimates and ask for a budget 
estimate for Verve Energy, including what the profit and loss might be, what is the point of having estimate 
committees in Western Australia’s Parliament? 

Mr F.M. LOGAN: Mr Chair, the member is well aware of what government trading entities are required to say 
and report on to the Parliament in the budget process. This is not new. This has been done for many, many years, 
and that is the reason government entities have only one page in the Budget Statements. The opposition has the 
opportunity to ask any question it likes about the budget statement for Verve Energy as printed.  
Dr S.C. THOMAS: What is the minister hiding? 
Mr F.M. LOGAN: The question has to relate to a paragraph, a sentence or a line item contained in the budget 
paper in front of us. 
Dr S.C. THOMAS: In that case I will rephrase my question. I refer to the first sentence on page 937 of the 
Budget Statements, which reads — 

The primary functions of Verve Energy are to generate and supply electricity in the South West 
Interconnected System (SWIS) region. 

What is the profit or loss expected for 2007-08 in the performance of that function? What is the profit or loss 
expected in 2008-09 in the performance of that function, including dividends and tax payments? 
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Mr F.M. LOGAN: Mr Chair, I again remind you what this page says. 

Mr C.J. BARNETT: Mr Chair, point of order!  

The CHAIRMAN: I will take a point of order. 

Mr C.J. BARNETT: The off-budget items are included specifically in the estimates committee to allow the 
Parliament to scrutinise government trading enterprises. That scrutiny is not confined to what is listed in the 
budget paper; it is simply a reference to the item. Verve Energy’s full accounts are not provided. It is up to the 
minister. It is within his province to choose not to answer a question, but he cannot choose to limit the 
parameters that members can scrutinise. After all, we are talking about an agency that is about to receive 
$780 million of taxpayers’ money. If this minister cannot or will not answer, he can say so. He will not stop the 
opposition from asking questions. 

Mr F.M. LOGAN: Further to that point of order, Mr Chair, this member knows better than probably anybody 
sitting in this chamber what is allowed in estimates. I will point out what is in this budget paper to be dealt with 
by this Parliament—it is a one-page document that starts with the heading “Capital Works Program”. It is not the 
Verve balance sheet. We do not provide balance sheets as part of the budget process. There is a requirement to 
report in the budget process on capital works and capital contributions, and that is what is before this Parliament 
and that is what we will have to deal with. It is what we have always dealt with—last year, the year before and 
the year before that! 

Dr S.C. THOMAS: Point of order, Mr Chairman! 

The CHAIRMAN: I will not take a point of order but I will read out a statement for the guidance of all 
members. I have been provided with some information given to all who find themselves in the situation that I 
now find myself to be in. It states that as there is no budget allocation and that any matter relevant to the 
expenditure by the authority may be examined. If the information is subject to commercial confidentiality, I 
advise the minister to bear that in mind when answering a question. The question asked by the member for Capel 
is acceptable under the circumstances of the estimates committee. Although there is no budget allocation, the 
minister must bear in mind whether the answer he provides is subject to commercial confidentiality.  

[4.10 pm] 

Mr T.G. STEPHENS: On a point of order, the standing orders of both houses of Parliament have always left the 
discretion as to whether a minister answers a question during an estimates committee entirely in the hands of the 
minister. This situation does not create the opportunity, although I have taken it occasionally, to hurl abuse at 
ministers. Past chairmen have dealt severely with people who have hurled abuse at ministers when they have 
chosen to not answer a question.  

The CHAIRMAN: The member for Central Kimberley-Pilbara’s point is taken. I refer members to the heading 
“Estimates Committees” on page 105 of the standing orders. Paragraph (3) reads -  

The estimates committees may also examine off-budget public corporations, — 

Which is the process we are involved in now — 

as determined by the management committee, and ask questions regarding their budgets and operations.  

That is my ruling having regard for the standing orders. As I stated previously, if the information sought in a 
question is subject to commercial confidentiality, I advise the minister to answer accordingly.  

Mr F.M. LOGAN: Thank you, Mr Chairman. I will not contest your ruling, but I will continue to raise that issue 
throughout this parliamentary process.  

With respect to the question asked by the member for Capel, which deals with the profit and loss information of 
Verve Energy, I ask the member to outline what information he wants and I will advise what information we will 
and will not provide.  

Dr S.C. THOMAS: What is the expected final profit or loss for the 2007-08 financial year and the expected 
profit or loss for the 2008-09 financial year?  

Mr F.M. LOGAN: The loss for the 2007-08 financial year is $150.8 million. That information has been 
provided in Parliament. The estimated loss for 2008-09 is $183.3 million. There has been discussion about 
whether that is commercially sensitive information. The member was well aware of that information last 
financial year, because he asked questions about Verve’s quarterly reports as they related to the estimated losses 
for the 2007-08 financial year. That information was not publicly available so I had hesitation in providing that.  
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Dr S.C. THOMAS: What is the expected profit or loss for the 2009-10 financial year? Will the alteration in the 
coal fuel price be worked into the calculation of that profit or loss?  

Mr F.M. LOGAN: Those figures will be worked on in due course. I am sure that Verve will calculate those 
figures.   

Dr S.C. THOMAS: Have those figures not been estimated?  

Mr F.M. LOGAN: I had to make sure that the chief executive officer was happy for me to make that 
information publicly available at this point in time. The estimated figure for 2009-10 is a profit of $9.1 million; 
the estimated figure for 2010-11 is a profit of $86 million. Obviously the returns from the new coal contracts, 
which will come into play in 2010, have been factored in. The gas contracts will continue.  

Dr S.C. THOMAS: Can the minister advise members of the expected annual savings on the coal price contract 
that is factored into Verve’s budget?  

Mr F.M. LOGAN: We will not go into those details because that is commercially confidential information. 

Mr J.H.D. DAY: Can the minister outline the proportion of gas supplies that is subject to fixed-price contracts 
and how long those contracts will run for? What is likely to be the amount of increases in gas prices over the 
next five years? Similarly for coal, how much of the coal that Verve will need over the next five years will be 
subject to a fixed-price or consumer price index-increasing cost contracts for coal? Are there substantial 
increases in the cost of coal being faced over the next five years?  

Mr F.M. LOGAN: The gas contracts will run until 2015. 

Mr J.H.D. DAY: When were they put in place?  

Mr F.M. LOGAN: They were put in place in 2002. As I have indicated on numerous occasions in Parliament, 
there is interruptibility in those gas contracts. That has changed to the benefit of the Verve. It is not so much the 
price of gas when one considers the long-term contracts, which run between 2002 and 2015, particularly given 
the increases that will occur as a result of changing the nature of the contract from an interruptible one to a fixed 
one, which is one price increase; there are also the price increases that are incurred as a result of transportation 
through the Dampier to Bunbury gas pipeline, which must be factored into the future price of gas. As the 
member for Darling Range knows, the coal contracts will run from 2010 to 2030. Increases are factored into 
those coal contracts, but I will not go into the details of them.  

[4.20 pm] 

Mr J.H.D. DAY: Up until 2010, the price of coal is essentially fixed—is that right? 

Mr F.M. LOGAN: Absolutely. The price of coal is exactly the same as what has been paid so far up to 2010. 

Mr J.H.D. DAY: Are there contracts in place for, essentially, all the coal Verve expects to need up to 2030? 

Mr F.M. LOGAN: Yes. 

Mr J.H.D. DAY: The minister does not want to tell us what sort of escalation there is. 

Mr F.M. LOGAN: No. Remember, they are in competition now with very aggressive coal electricity producers 
who would like to know that. 

Mr J.H.D. DAY: What proportion, roughly, is the cost of transporting gas through the pipeline that the minister 
referred to? I imagine it would be no more than 10 per cent or something.  

Mr F.M. LOGAN: I am advised by both my policy officer and the chief executive officer of Verve Energy that 
it is a significant amount of the proportion of the value of the gas contract. 

Mr J.H.D. DAY: Is it more than half? 

Mr F.M. LOGAN: I am advised that around existing contracts, it is up to 50 per cent. 

Mr J.H.D. DAY: The minister’s adviser was just shaking his head when I said that, so presumably it is less than 
half. 

Mr F.M. LOGAN: It is not above, but it is around about 50 per cent. 

Mr J.H.D. DAY: Has that gone up substantially or not? 

Mr F.M. LOGAN: No, those prices have not changed a great deal; but the bit that has changed just recently for 
gas of course is the change from interruptible gas contracts to a fixed. 
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Mr J.H.D. DAY: From what the minister has said, the price of gas and the price of coal will not increase 
substantially up until at least 2010; why are we, therefore, facing such large increases in real electricity costs to 
consumers, given that the Office of Energy recommended there should be an increase of 47 per cent as a one-
off? 

Mr F.M. LOGAN: The forward estimates of tariffs cannot be based on one company’s contracts; that cannot be 
done. New market entrants are coming into the marketplace that may be on completely higher gas and coal 
contracts than one company, even though it is a larger supplier of electricity to the market than one company 
currently is.  

Mr J.H.D. DAY: Therefore, quite a bit of the subsidy, in effect, will be going into the private sector—is that 
what minister is saying?  

Mr F.M. LOGAN: No, I am not saying that. To come up with a cost-reflective price for tariffs, one cannot base 
the estimation of what those tariffs should be on the contracts of one company. 

Mr J.H.D. DAY: It is by far the major supplier to Synergy — 

Mr F.M. LOGAN: It may well be by far the major supplier, but as those vesting contracts come off, it is a very, 
very competitive market and other companies will start taking away Verve’s share; they are doing that already, 
as I have already indicated, and the number of —   

Mr C.J. BARNETT: Is the minister saying the increases are not on actual costs? 

Mr F.M. LOGAN: I will finish this answer, and the member can ask another question through the Chair. If the 
member read the report, it gives a clear description of how those tariffs were established. The cost of coal 
represents, at most, about 10 per cent of the final cost-reflective tariff price for small customers—that is all it 
represents. Then to ascertain what price is actually picked, the price for coal is selected that would actually be a 
market price that would also take into account new market entrants; otherwise, there will not be new market 
entrants. We have been through this before when we discussed it in Parliament. I know the member for Darling 
Range understands. 

Mr J.H.D. DAY: The point is that it might have been better if Verve was allowed to — 

The CHAIRMAN: Further question.  

Mr J.H.D. DAY: — keep doing what it was doing.  

The CHAIRMAN: Member for Stirling.  

Mr D.T. REDMAN: Minister, I hope this is an appropriate time to ask this question, which relates to the 
government’s support, or the community service obligation, that was put to Synergy to deal with the issue of the 
increase of costs of supply from Verve, and the parameters of the decision-making process and how it relates to 
Western Power. There are the three entities of Verve, Synergy and Western Power. How much of Western 
Power’s cost of carriage that it charges on to Synergy, as I understand it, was taken into account in the decision 
to put $780 million into Synergy as a CSO?  

Mr F.M. LOGAN: I referred to it earlier for the member for Cottesloe, but I will go back over it again. Of the 
47 per cent increase, as recommended by the Office of Energy—which is not what is actually being applied, 
because we are only going to apply 10 per cent, as the member knows—the actual network component was 
eight per cent. 

Mr D.T. REDMAN: It is my understanding that at that point in time, Western Power had not finalised any 
submissions to the Economic Regulation Authority on its — 
Mr F.M. LOGAN: Its resets 
Mr D.T. REDMAN: Its costings?  
Mr F.M. LOGAN: That may well be for its resets. I am advised by my policy adviser that that eight per cent 
was based on the first network reset by Western Power, or existing costs or network costs. 
Mr D.T. REDMAN: That is a network review. 
Mr F.M. LOGAN: Yes. 

Mr D.T. REDMAN: When was that last done? The next one is in 2009-10. 

Mr F.M. LOGAN: The following one is in 2012. The one we are under at the moment, which fed into that tariff 
cost stack, was the 2007 network reset. One is going in now for 2009-10; that is the one the member referred to 
as going to the ERA. There will be a further one in 2012. 
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Mr D.T. REDMAN: I have a further question. Presumably there will be no consideration of the 2009-10 review 
in the CSO that goes to Synergy because that commitment has already been made over the forward estimates. 

Mr F.M. LOGAN: I have been talking to Jason Banks from the Office of Energy. That has not been put in 
because we have no clear direction from the ERA as to whether that reset will be accepted. However, whatever 
the ERA agrees with—it may agree with Western Power on the network reset—we will see how it impacts on 
the 47 per cent. It may or may not have any impact on the 47 per cent. 

Mr D.T. REDMAN: I have a further question. Would it not be possible that there could well be some pressure 
on Western Power, and hence the south west interconnected system network, on the basis of not receiving 
sufficient —  

Mr F.M. LOGAN: No. 

Mr D.T. REDMAN: Not at all? 

Mr F.M. LOGAN: No, there will not be pressure on Western Power. Remember, the network resets are 
independently regulated by the ERA, and they will not have an impact; for example, if the member is concerned 
about the capital investment undertaken by Western Power, it will not have an impact because that in itself is a 
separate decision regulated by the ERA. That is a long-term rate of return that is regulated by the ERA; it does 
not go directly into those immediate tariff resets that would impact on the 2009-10 electricity tariff stack. 
Officers from Western Power will be coming in in a minute, and the member can ask that question again. As to 
the capital expenditure it has already been approved, it will not have any impact. 
The CHAIRMAN: The member for Victoria Park.  
Mr B.S. WYATT: I note the overall estimated total cost for new works generation is $50 million, of which 
$11.2 million is allocated for new wind farms in 2008-09. Will the minister give an indication of what that 
$11.2 million will provide in the upcoming 12 months, and how that fits into the sustainable energy strategy 
overall for Western Australia?  
[4.30 pm] 
Mr F.M. LOGAN: I thank the member for his question. As the member indicated, there has been an 
announcement of $50 million to be allocated to Verve for the purposes of investing in renewable power. I will 
ask the managing director, Ms In’t Veld, to talk further on that. Verve is holding discussions with a company on 
a possible joint venture to leverage that investment to a far greater extent and to bring about a far greater level of 
investment in renewable sources of energy. One of the renewable sources being considered is wind. Should that 
be chosen as the final technology for renewable energy investment, it would result in a significant overall 
expansion of renewable power in Western Australia. It will certainly have an impact on the percentage of 
renewable power on the south west interconnected system and on the amount of renewable power that falls 
within the portfolio of Verve Energy. It is a great thing for the government to have the confidence to invest in the 
long-term future of Verve, and to ensure that Verve is aware of the direction in which the world is travelling—
that we live in a carbon-constrained world and there needs to be a broader portfolio of energy generation 
equipment. The current portfolio is a mix of coal and gas, primarily dominated by coal. In a carbon-constrained 
future in which Verve may well be exposed to carbon pricing, it will need to have a large renewable portfolio. 
This investment will underpin that direction and objective for Verve. 
Ms S.E. In’t Veld: With 70 per cent of our power being generated by coal, it really is imperative that Verve 
develop its renewable business. In contrast with the thermal side of our business, we do not have a cap, so we are 
not limited by the 3 000 megawatt cap for our renewable business. As the minister said, we are holding 
discussions with third parties with whom we would like to enter into a joint venture to leverage the $50 million 
so that we can undertake a number of renewable projects. We are looking at a number of potential sites for wind 
farms, gathering wind data and looking at environmental and community issues. That will be undertaken over 
the next 12 months. Beyond wind farms, we are also looking at the possibility of an advanced solar thermal 
project south of Geraldton; that is being investigated at the moment. We are looking at biomass projects and an 
integrated wood-processing project.  
Mr C.J. BARNETT: Can the minister tell me what percentage of Verve’s total generation is sold to Synergy; 
and what percentage of Synergy’s total electricity purchases are sourced from Verve? 
Mr F.M. LOGAN: The percentage figure for Verve’s total generation sold to Synergy is 95 per cent. I do not 
have figures for the percentage of Synergy’s total electricity purchases sourced from Verve. We can get those 
figures for the member. 
Mr C.J. BARNETT: Can I request that as supplementary information? 
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Mr F.M. LOGAN: Yes, I will provide that information. I point out to the member that the figure will be as it 
stands at the moment. The figure will change significantly over the next year with the addition of the 
330-megawatt NewGen facility in October; the 240-megawatt Bluewaters stage 1 facility later in the year; the 
240-megawatt Bluewaters stage 2 facility next year; and a 90-megawatt biomass plant. These are in addition to 
all the Alinta plants that already contribute their excess power to the system. The percentage that Synergy buys 
outside the vesting contracts will change quite significantly. The vesting contracts are coming off 400-megawatt 
by 400-megawatt contracts, so the percentage of electricity bought by Synergy from Verve will change 
dramatically over the next 12 months. 
I will provide for the member for Cottesloe the percentage of Synergy’s total market power procurement sourced 
from Verve Energy. 
Mr C.J. BARNETT: Any electricity purchases? 
Mr F.M. LOGAN: Yes; total market power procurement and the percentage that is sourced from Verve. 
[Supplementary Information No B22.] 
Mr C.J. BARNETT: What capacity does Verve currently have to sell electricity to third party customers; that 
is, customers other than Synergy? 

Mr F.M. LOGAN: The restrictions imposed on Verve as part of the disaggregation process include a restriction 
from selling electricity directly to customers, but it can sell electricity direct to any retailer it wishes to. There are 
retailers in the marketplace that purchase large lumps of energy. 

Mr C.J. BARNETT: Where is the five per cent that is not sold to Synergy currently going? 

Ms S.E. In’t Veld: It is going to a number of smaller retailers such as Perth Energy and Wesfarmers Energy; the 
smaller players in the market. 

Mr J.H.D. DAY: Can the minister give us information on the amount of fuel oil used by Verve for electricity 
generation in 2006-07 and 2007-08? The answer can be provided by way of supplementary information if the 
minister would prefer. 

Mr F.M. LOGAN: I had to ask the representatives of Verve about the commerciality of that question. I will 
provide information on the detail of the question, which was what percentage of the total — 

Mr J.H.D. DAY: No, just the quantity of fuel oil or distillate that was used. 

Mr F.M. LOGAN: We can provide information on the quantity of fuel oil and distillate that has been purchased 
by Verve, but we will not provide figures or prices.  

Mr J.H.D. DAY: It will not be hard to work out. I am interested in the total quantity.  

[4.40 pm] 

[Supplementary Information No B23.] 
Mr F.M. LOGAN: The total amount of fuel oil purchased by — 

Mr J.H.D. DAY: In 2006-07 and so far in 2007-08. 

Mr D.T. REDMAN: I refer to page 937 of the Budget Statements and the provision of electricity to the 
marketplace. Given that a substantially high level of energy is produced from coal sources that, understandably, 
may well be increasing, what early provision has Verve Energy made for a carbon trading scheme or the like—a 
cost on carbon—in 2010? I understand that we do not know what that type of scheme may look like, but we all 
know it is on the cards. I imagine some very serious discussions must be happening around the table about how 
we plan for that so that the people of Western Australia do not take a hit like the one being taken this year as a 
result of a substantial jump in electricity tariffs. 

Mr F.M. LOGAN: Obviously, that is a serious issue that Verve Energy and all generators face. In fact, all 
companies that emit carbon dioxide face this issue. It is not only power generators, but also companies such as 
cement works and others that produce large volumes of carbon dioxide as part of their production process. 

Mr D.T. REDMAN: They could hit the cows too, minister! 

Mr F.M. LOGAN: Do not worry; they probably will down the track, as in New Zealand. 

There have been significant discussions at the board level and obviously we will not go through those 
discussions. Numerous discussions have been held between Ms In’t Veld, my office and the Office of Energy 
about the impact that carbon emission schemes will have on Verve Energy. As the member for Stirling knows, 
we have already looked at the impact carbon pricing will have on tariff changes and tariff increases and what 



Extract from Hansard 
[ASSEMBLY - Wednesday, 21 May 2008] 

 p315b-325a 
Chairman; Dr Steve Thomas; Mr Fran Logan; Mr Colin Barnett; Mr Terry Redman; Mr Ben Wyatt; Mr John 

Day 

 [7] 

will ultimately happen with the wash-up of that carbon price into tariff increases. All of us face that prospect. 
Verve Energy has had discussions about the impact of carbon pricing and modelling of that impact with not only 
its own management, but also other generators around the country that face the same issue. I refer this question 
to Ms In’t Veld who can probably fill the member in a bit more. 

Ms S.E. In’t Veld: Verve Energy is very actively involved with both the National Generators Forum and the 
Energy Supply Association of Australia in lobbying federal Treasury and the Minister for Climate Change and 
Water, Penny Wong, on the impact that a possible carbon emission trading scheme could have on Verve Energy. 
As 70 per cent of our power is generated from coal, it could potentially have a significant impact. However, a lot 
of guesswork is going on at the moment about how that may ultimately end up. One aspect that we are 
advocating very strongly is that coal-fired generators be given some transitional assistance, such as a permit 
allocation, that will give us time to develop clean coal technology, move into high efficiency gas turbines and 
increase our renewable energy. Certainly that was very well received by Minister Wong at a meeting I attended 
in Canberra last week. Although the green paper is not due out until July, we hope that we are starting to get 
some traction in the potential for some transitional assistance. 

Mr D.T. REDMAN: Did I hear correctly a while ago that Verve Energy has coal contracts going out to 2020? 

Mr F.M. LOGAN: To 2030. 

Mr D.T. REDMAN: To 2030. Is it not a concern that Verve Energy may well finish up with a liability in that 
respect? 

Mr F.M. LOGAN: Remember the impact of the constraint will be on the producer primarily. 

Mr D.T. REDMAN: Sure; that is Verve Energy. 

Mr F.M. LOGAN: The cost of coal will remain the same; it is the price of carbon that will have an impact on 
Verve Energy. The coal contracts are neither here nor there—if Verve Energy burns coal, the price of carbon 
will be attached to that burning of the coal. As the member said, we can only estimate, and there are some wild 
fluctuations in estimated prices at the moment—anywhere from $25 to $90 a tonne. Numerous groups have 
modelled what impact there may be on the price of tariffs and the price of generating electricity. Regardless of 
the member for Capel’s view, the reality is that that is why so much effort has been put into looking at clean 
coal. Not only electricity producers, but also producers of other products that involve coal as a base feedstock are 
looking at a clean use of that gasification process. 

Dr S.C. THOMAS: I have two very quick questions. The Minister for Energy gave us a series of profit and loss 
statements. Do those statements include consideration of the community service obligation? Is the community 
service obligation included in Verve Energy’s accounts as an operating expense? 

Mr F.M. LOGAN: For the initial figures that I gave members, which were for 2007-08, 2008-09 and 2009-10, 
the answer is no. The impact will be after the first round from 1 July 2009, so for those profit and loss figures 
that I gave going out from 2009, the answer is yes.  

Dr S.C. THOMAS: Therefore, from 2009-10 onwards — 

Mr F.M. LOGAN: Yes, from 2009-10 and out. 

Dr S.C. THOMAS: Therefore, the community service obligation will be considered as a revenue source for 
Verve Energy and it will be included in the profit and loss? 

Mr F.M. LOGAN: Let us return to what it is. The community service obligation is a payment that is made to 
Synergy for the purchase of electricity. Therefore, the cost of producing electricity is reimbursed from Synergy 
to Verve Energy, and that is factored in. Verve Energy knows the cost of producing electricity. Instead of 
making a loss, Verve Energy will make a profit because what it costs Verve Energy to produce electricity will be 
sold to Synergy at that price and Verve will be paid the full amount for it. 

Dr S.C. THOMAS: I refer to the expenditure of $58 million for works at Muja power station. What is the 
expected lifespan of Muja power station with these additional works? What plans are in place for Muja power 
station’s eventual shutdown? 

Ms S.E. In’t Veld: A lot of the $58 million for Muja power station that the member just referred to will go into 
control and instrumentation upgrades to improve the reliability of the operation of that power station. Verve 
Energy envisages Muja C and D will be available, at this stage, until at least 2015, if not beyond 2020. Verve 
will look at the potential to retrofit clean coal technology, if that is possible. Another possibility is that Verve 
will look at what can be done to retrofit and adapt Muja A and B, which has already been put on care and 
maintenance, for clean coal technology. Therefore, Verve Energy sees Muja A and B playing a significant role in 
the future of the state’s energy generation. 
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Dr S.C. THOMAS: Therefore, as long as Verve Energy can use clean coal technology at Muja, its lifespan may 
extend well into the 2020s and 2030s. 

Ms S.E. In’t Veld: Yes. 

Mr J.H.D. DAY: Has Verve Energy engaged any external consultants over the past year or so; and, if so, what 
has been the expenditure, how many consultants have there been, what was the average hourly cost and what 
was the highest hourly cost? The answer can be provided by way of supplementary information if necessary. 

Mr F.M. LOGAN: We will not provide that information; it is commercially sensitive. This is not a government 
agency — 

Mr J.H.D. DAY: I did not ask what Verve Energy was doing specifically or — 

Mr F.M. LOGAN: We will not answer that question. This is a government trading enterprise in a commercially 
competitive environment, and how Verve Energy conducts its business is up to Verve. Verve Energy has an 
independent board.  

Mr J.H.D. DAY: Well — 

Mr F.M. LOGAN: The member can say what he likes; we will not answer the question. 

Mr J.H.D. DAY: What an arrogant approach that we would — 

Mr F.M. LOGAN: The member can say that; he knows exactly what it is. Verve Energy is a government 
trading enterprise that stands alone in a very competitive environment and that is not the sort of information we 
provide. This is not a government agency.  

[4.50 pm] 

Mr J.H.D. DAY: It is a taxpayer-owned agency and if there is good justification —  

Mr F.M. LOGAN: One is a government trading enterprise; it is not a government department.  

Mr J.H.D. DAY: It is a taxpayer-owned organisation.  

Mr F.M. LOGAN: It is not publicly accountable. It is run as a normal commercial enterprise.  

Mr C.J. BARNETT: Spending a $780 million subsidy, so that brings it — 

Mr F.M. LOGAN: No, it is not; Synergy is. 

Mr C.J. BARNETT: That brings it into the consolidated accounts.  

Mr F.M. LOGAN: No, it is not. 

Mr C.J. BARNETT: The minister wants this Parliament to approve that subsidy; it may not.  

Mr F.M. LOGAN: Member for Cottesloe, go ahead and do that and explain it to the taxpayers and consumers! 
The member will not because he is leaving!  

Mr C.J. BARNETT: The minister has lost $780 million for the people of Western Australia!  

Mr F.M. LOGAN: The member is a blow-hard! This is his last estimates and he is making a lot of noise! 

Mr C.J. BARNETT: The minister has squandered $780 million. Brian Burke did not lose that much in any one 
deal, but the minister has done it!  

Mr F.M. LOGAN: The member should know; he is his mate!  

Mr J.H.D. DAY: I think it is outrageous there will not be any information provided about the use of consultants. 
I would like a breakdown on the estimated expenditure of approximately $70 million on thermal generation, 
$3 million on sustainable energy and $11 million on wind-farm generation.  

Mr F.M. LOGAN: What specific information is the member for Darling Range seeking? 

Mr J.H.D. DAY: A breakdown. 

Mr F.M. LOGAN: A breakdown of what? What type of information would the member like? 

Mr J.H.D. DAY: Details of where and how it is going to be spent.  

Mr F.M. LOGAN: I want to go back to this question: can the member tell me again what specifically he wants? 

Mr J.H.D. DAY: It is stated on page 937 that $70.089 million is going to be spent on thermal generation 
facilities or is being spent on works in progress.  
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Mr F.M. LOGAN: Operations.  

Mr J.H.D. DAY: No; this is the capital works program.  

Mr F.M. LOGAN: Yes. That is capital investment  

Mr J.H.D. DAY: Can we have a breakdown, by way of supplementary information if necessary, of where and 
how it is being spent? I am not asking for any commercially sensitive information.  

Mr F.M. LOGAN: I am trying to find out whether it is. If my advisers deem it is commercially sensitive, it is.  

Ms S.E. In’t Veld: It is across all plant. I have already referred to some of it in terms of the control and 
instrumentation upgrades and that sort of thing.  

Mr J.H.D. DAY: Give us a rundown. The minister is asking us to approve this expenditure.  

Mr F.M. LOGAN: We can give the member some examples. I am not going to the figures of what they are.  

Mr J.H.D. DAY: The minister should be able to give indicative information.  

Mr F.M. LOGAN: I will give the member examples of what it is that is being done there, but I am not going to 
go to the actual figures. I will give the member for Darling Range some examples of where this is being spent. It 
is a general statement, but I will give an example. It is being spent on Cockburn power station; Collie power 
station and basic infrastructure; Geraldton gas turbine; Kwinana power station; Muja power station; Mungarra 
gas turbine; other low value generation projects like Pinjar, Tiwest and Worsley gas turbines. Those are the 
generation capabilities in the sustainability energy area. The wind diesel projects in Coral Bay, Denham, 
Grasmere, Hopetoun, Milyeannup and Mumbida all have allocated expenditure next to them. There is nothing 
for Bremer Bay for next year.  

Mr J.H.D. DAY: Can I just clarify that the figure for thermal generation is for maintenance and upgrading rather 
than new plant?  

Mr F.M. LOGAN: The specific expenditure is set out on page 937.  

Mr J.H.D. DAY: The minister does not need to read that out.  

Mr F.M. LOGAN: It sets out how much and where that $70 million is being spent.  

Mr C.J. BARNETT: It was mentioned that 70 per cent of the generating plant is coal. In terms of the cost per 
unit of energy generated, where does the Collie A station rank amongst the coal plants; and what, if any, plans 
does Verve Energy have for Collie B?  
Mr F.M. LOGAN: We are not going to give the member the percentages in terms of its performance because — 
Mr C.J. BARNETT: I was asking for a ranking.  
Mr F.M. LOGAN: We are not going to give that either in terms of ranking. 
Mr C.J. BARNETT: It is the cheapest coal plant, is it not?  
Mr F.M. LOGAN: We are not going to give that information, member for Cottesloe, because that is exactly the 
sort of information that one of its major competitors would like to know.  
Mr C.J. BARNETT: It is the cheapest plant. 

Mr F.M. LOGAN: Why is the member asking these questions? That is the sort of information its competitors 
would like to know.  
Mr C.J. BARNETT: Come on! Collie A is the most efficient plant; it is the cheapest coal plant.  
MR T.G. STEPHENS: He is getting ready for his next job!  
Mr F.M. LOGAN: That is what I am worried about! 
Mr C.J. BARNETT: If the minister does not know — 

Mr F.M. LOGAN: Let me answer it this way: I am certainly not going to give the member for Cottesloe or this 
Parliament commercially confidential information that will specifically be wanted by Verve Energy’s 
competitors.  

Mr J.H.D. DAY: How? 

Mr F.M. LOGAN: Work it out for yourself! 

Mr C.J. BARNETT: It is the most efficient plant; it is bound to be the cheapest.  
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Mr F.M. LOGAN: In terms of the Collie coal power station, it is obviously one of the most efficient plants. It is 
the newest coal plant of the fleet. Obviously it is very efficient, but in terms of its hierarchy and in terms of the 
amount of money that we spent on other stations that are powered by coal in the fleet and the improvements they 
have made and how it affects the hierarchy, I am not providing that information.  

Mr T.G. STEPHENS: I would ask a question —  

Mr C.J. BARNETT: Mr Chairman, I asked two questions.  

The CHAIRMAN: Does the member for Cottesloe have a supplementary question? 

Mr C.J. BARNETT: No. I asked two questions.  

The CHAIRMAN: I believe the member for Cottesloe is seeking some information, whether it is through a 
supplementary question or whether it is another question he has asked —  

Mr C.J. BARNETT: There was another question. The question I asked was about the ranking of Collie A, 
which the minister has refused to answer, and I asked what plans, if any, does Verve have for Collie B. That was 
the question.  

Mr F.M. LOGAN: Collie B, just for the Parliament’s information, because some members may not know, has 
not been built. It is a replication of the Collie A coal-fired power station that is still being evaluated by Verve 
Energy. A number of factors have to be taken into consideration: one is obviously the cost of carbon post-2010-
11; the other is the 3 000-megawatt cap that is on Verve and how it will manage—if it is going to bring on Collie 
B—bringing on Collie B with a 3 000-megawatt cap on it.  

Mr C.J. BARNETT: The cap might be silly if it is a low-cost generator. 

Mr F.M. LOGAN: I will take that interjection, Mr Chairman. The cap has been accepted by most energy 
economists and energy associations, including the national economic reform implementation group—not the one 
that was here, the national one—as being the most effective way of creating a genuine electricity market. That 
was the most effective way of creating a genuine competitive electricity market, recognised nationally by all 
economists, except for one—the member for Cottesloe.  

Mr C.J. BARNETT: Thank you!  

Mr F.M. LOGAN: Everybody else in the industry accepts it was a brilliant move—in fact they said they wished 
they had introduced it in the eastern states—except for one person; namely, the member for Cottesloe!  

Mr C.J. BARNETT: The minister runs losses and he has lost $780 million. 

Mr F.M. LOGAN: I think that in itself — 

Mr C.J. BARNETT: I am happy to be the exception to those experts!  

Mr F.M. LOGAN: The member for Cottesloe can be the exception. The reality is the member has made a 
disgrace of himself by making these statements. God help the member when he goes out there and becomes a 
consultant and makes those statements! I do not know who is going to employ him! The reality is that everyone 
else in the electricity industry thinks we have done the right thing, bar the member for Cottesloe, and that says it 
all. 

Mr T.G. STEPHENS: I am sorry to actually insert a question into this volley of abuse from this side of the 
house. 

Mr F.M. LOGAN: That is all right. 

Mr T.G. STEPHENS: I refer to the second last paragraph on page 938 of the Budget Statements, specifically 
the third sentence that deals with the new transmission line from Pinjar to Moonyoonooka, east of Geraldton. 

The CHAIRMAN: We are still dealing with Verve Energy, not Western Power. 

Mr F.M. LOGAN: We are nearly there. 

Mr T.G. STEPHENS: Are we not there yet? 

The CHAIRMAN: I will put the member first on the list for Western Power at five o’clock. That completes the 
examination of Verve Energy. 

Meeting suspended from 5.00 to 5.07 pm 
 


