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Division 55: Office of Energy, $32 487 000 — 
Mr G. Woodhams, Chairman. 

Mr F.M. Logan, Minister for Energy. 

Mr J. Banks, Coordinator of Energy. 

Ms T. Williams, Acting Director, Corporate Services. 

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 by 9.00 am tomorrow. 

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. This is the prime focus of the committee. While there is 
scope for members to examine many matters, questions need to be clearly related to a page number, item, 
program, or amount within the volumes. For example, members are free to pursue performance indicators that 
are included in the budget statements while there remains a clear link between the questions and the estimates. It 
is the intention of the Chairman—that is me—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. 

Mr J.H.D. DAY: I refer to the last dot point on page 919 of the Budget Statements, which deals with 
competitive tension between alternative fuel sources, particularly gas and coal. We very much agree that is an 
issue. Unfortunately, it seems that the principle of competitive tension between fuel sources has not entirely been 
able to be put into effect over the past five years or so. It is my clear understanding that in the time of the current 
government—but before the time of the current Minister for Energy—there was an opportunity for the former 
Western Power to construct the Cockburn 2 power station and also take an option for the gas that would have 
been required to fire that 240-megawatt power station. Under that option, gas would have been available at about 
$1.80 a gigajoule compared with the current market costs of about $7 or $8 a gigajoule or whatever the case may 
be. Can we have an explanation of why that option was not taken up? Does the minister agree that this has 
regrettably led to much higher price pressures in the electricity market than we would otherwise have now? 

Mr F.M. LOGAN: I thank the member for the question. A tender was issued for what is now the NewGen 
power station but was then named Cockburn 2. If the member for Darling Range remembers—I remember it 
very clearly—there was significant competitive tension in pricing between coal and gas at the time; very 
competitive tension. The member may remember some of the statements the member for Collie-Wellington 
made during that period. The member for Collie-Wellington was absolutely livid and beside himself in trying to 
prove that the cost of coal was equally competitive with gas. He argued that a whole series of other factors 
involved in gas were not taken into consideration during that tender process, such as the cost factor for the price 
of gas. The member for Collie-Wellington was wrong; a fair and appropriate evaluation was conducted and, of 
course, at the end of the day gas won out. 

Mr C.J. BARNETT: It was not gas versus coal; it was gas versus gas! 

Mr F.M. LOGAN: It was gas versus coal. 

Mr C.J. BARNETT: No it was not; no wonder the government lost $780 million. 
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Mr F.M. LOGAN: Very strong proposals were put forward for a coal-fired power station to meet that 
requirement. Griffin put forward the Bluewaters power station; that is where it came from. 

Mr C.J. BARNETT: It was gas versus gas. 

Mr F.M. LOGAN: My friend, Griffin put forward — 

Mr C.J. BARNETT: I am not the minister’s friend. 

Mr F.M. LOGAN: — in a tender Bluewaters 1; that is where it came from. 

Mr C.J. BARNETT: It was the existing gas option versus a new gas option and the government forfeited tens of 
millions of dollars. 

Mr F.M. LOGAN: The member for Cottesloe can continue to live in a daydream and pretend that he knows 
what he is talking about. However, unfortunately for the member, the truth is there was competitive tendering 
and competitive tension between gas and coal. 

Mr J.H.D. DAY: That is not the case. 

Mr F.M. LOGAN: I will just finish answering the member for Darling Range’s question. 

Griffin was the company that bid for the coal project. Gas won out because at that point gas was at a very low 
price, as the member indicated. I do not know whether it was $1.80 a gigajoule; it was before my time. NewGen 
was the successful tender for the project, and it is now part of the Babcock & Brown consortium. Since the 
tender was awarded, of course, gas prices have increased by 300 per cent. Remember gas prices have risen that 
much since January 2006, when the tender process was well and truly over. The contract had been awarded and 
gas prices started to increase from $2.20 a gigajoule from about January 2006. That tender process was all 
finished.  

Mr J.H.D. DAY: When did the tender go out, roughly? 

Mr F.M. LOGAN: I think it was in 2005. 

Looking at history, the right decisions were made at the time. Nobody would make a different decision if we 
went back and did it again given that we would look at gas prices at that point and the long-term gas contracts 
that could be secured at that price at that time, and they could have been secured then. However, nobody was to 
know that gas prices would increase to the current level. That price rise started about January 2006. I am not too 
sure—I certainly would not repeat it in this place even if I did know—what NewGen’s long-term gas contracts 
are and what it pays for gas. However, I think the member’s assumption that NewGen is stuck with the current 
gas prices may well be incorrect. Obviously, in tendering for that contract, NewGen would have taken long-term 
gas prices into consideration and probably would have negotiated a relatively decent price. I do not know what 
that price is and it is inappropriate for us to know that and repeat it publicly in this place. However, I am sure 
that NewGen took gas prices into consideration. 

Mr J.H.D. DAY: I am talking about pre-2005—probably even 2003 or 2002—when following the construction 
of Cockburn 1, which was approved in the time of the previous government and completed since this 
government came into office, there was an option to build a similar Cockburn 2 240-megawatt plant with gas as 
the fuel at a price that was lower than has ultimately been the case and which was achieved through the tender 
process in 2005 or so. Therefore, I am talking about before 2005. There may well have been a tender process, but 
that was after Western Power was told by this government, either informally or formally, not to go ahead with 
Cockburn 2 even though there were cheaper options available both for construction of the station and the 
purchase of the gas.  

[2.10 pm] 

Mr F.M. LOGAN: Remember that this happened before my time as a minister; nevertheless, there is enough 
information around to answer that question. Western Power would have liked to have just gone ahead and built 
it. What the government at that time required Western Power to do, and it required it as part of the statutory 
process, was to go to tender.  

Mr J.H.D. DAY: Whether it was in the public interest or not —  

Mr F.M. LOGAN: Is the member for Darling Range suggesting that governments should not go to tender to 
ensure there is competition in an energy market?  

Mr J.H.D. DAY: Of course they should. 

Mr F.M. LOGAN: That is what happened. 
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Mr J.H.D. DAY: But there has got to be the best value for money. The point is Western Power had the option to 
go ahead. The minister was following some sort of previous tender process.  

Mr F.M. LOGAN: No. Western Power did not have a tender process in place.  

Mr C.J. BARNETT: It did it in 2000. 

Mr F.M. LOGAN: Member, that is the key point that is being raised here. The member should go back and 
check. There was not that tender process.  

Mr C.J. BARNETT: Yes, there was. It was done. 

Mr F.M. LOGAN: It wanted to go ahead without a tender process. The issue was that we, as the government of 
the day, forced it to go to tender to ensure that we had the competitive tension between companies that wanted to 
build it, and the fuel sources as well. I would assume that is what the member would support.  

Mr C.J. BARNETT: Is the minister’s policy that he would accept a tender if it was above the price of an 
existing contract option?  

The CHAIRMAN: If the member for Cottesloe wishes to ask a question, it is best to get the call from the chair. 
I will allow the minister to answer the question if he wants to.  

Mr F.M. LOGAN: No. I think the question should go through the chair, otherwise we will get this all the time.  

The CHAIRMAN: There is an order here. Unless the member believes he is doubling onto the member for 
Darling Range’s question and seeking some clarification, I will ask for a question that is in order.  

Mr D.T. REDMAN: I refer the minister to page 928, and the heading “Income Statement”. Under “Cost of 
Services” there is the line item “Supplies and services”. The 2008-09 budget estimate is $15 million, which is a 
substantial increase above the estimated cost for the previous year and indeed the years prior. Can the minister 
give the reason that has jumped so much?  

Mr F.M. LOGAN: The member for Stirling is referring to a line item under “Expenses”, I presume?  

Mr D.T. REDMAN: “Supplies and services”.  

Mr F.M. LOGAN: Did the member for Stirling say “supplies and services”? 

Mr D.T. REDMAN: Yes. Under “Income Statement”, the budget estimate for supplies and services in 2008-09 
has jumped substantially. 

Mr F.M. LOGAN: I am advised that what makes up supplies and services includes communications expenses, 
consumables, professional and consulting services, legal and other administrative expenses. As the member 
pointed out, the increase from $5.484 million in the 2007-08 budget to the 2008-09 budget figure of 
$15.556 million is an increase of $10.072 million and includes $5 million of a total of $6 million for the energy 
efficiency information package; $1.5 million under the mandatory energy efficiency program; $1.5 million under 
the renewable energy target; $1.3 million for the purchase of green power; and $500 000 associated with the 
Aboriginal remote communities power supply project. That is what it goes to.  

Mr D.T. REDMAN: Have there been any changes? Are consultancy fees not one of the reasons?  

Mr F.M. LOGAN: No. 

Mr T.G. STEPHENS: The last part of the minister’s answer is referred to on page 920 of the Budget Statements 
at the first dot point. Can the minister provide an update on the progress of negotiations with the commonwealth? 
I understand that the state has funds in place to advance the expansion of the Aboriginal remote communities 
power supply project to the next group of communities to benefit from a normalised power supply. I have been 
particularly impressed by the work that has happened to date through the Office of Energy in its collaboration 
with Horizon Power, and quite clearly there is great progress being made in those communities with phase 1. 
Has the minister got any advice to give us yet, or is it a work in progress?  

Mr F.M. LOGAN: The answer is yes, it is a work in progress. The remote power supply project phase 1, as the 
member for Central Kimberley-Pilbara knows, has been a very successful project —  

Mr T.G. STEPHENS: Congratulations to all those involved.  

Mr F.M. LOGAN: Absolutely. I know it was a long time coming, but when we are dealing with different 
communities and negotiating with those communities as to what exactly they want, getting their input into the 
location of the power station, establishing how we are going to get the fuel there, what type of fuel it is going to 
be, how the electricity supplies are going to be rolled out, and how the power is going to be normalised for those 
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communities, there is a significant amount of negotiation and discussion required. The communities at 
Bidyadanga, Beagle Bay, Djarindjin-Lombadina, Ardyaloon and Warmun are now receiving regularised town 
electrical services from Horizon Power. That is a sensational outcome. Those communities are paying no more 
now than people in metropolitan Perth, which is sensational for the bottom line and the finances for those 
communities.  

The Aboriginal and remote communities power supply project phase 2, as a component of a larger suite of 
essential services, is still being negotiated, unfortunately, with the commonwealth. We certainly had some 
difficulties with the previous government in getting a clear understanding of what it wanted to do, particularly 
about responsibilities for power and the supply of energy. The Rudd government is a new government with a 
new direction, and whilst it is still getting its feet under the table in terms of the provision of essential services to 
remote communities, we believe that we are going to come out with a good outcome for RPSP phase 2. When 
the commonwealth is ready to roll out, we will be ready as well.  

Mr T.G. STEPHENS: Is there sufficient funding in the budget or is it something that we will do once there is 
agreement?  

Mr F.M. LOGAN: When we have got an agreement with the commonwealth as to what we are actually up for, 
we will then go back. This budget paper has some funding that has been allocated for preliminary work on RPSP 
phase 2. Once we know what the commonwealth government is going to pick up — 

Mr T.G. STEPHENS: On the basis of whatever agreement is reached with the federal government? 

Mr F.M. LOGAN: Yes.  

Ms S.E. WALKER: I refer to the minister’s mission statement for division 55, on page 919 — 

The Office is a change agent that leads the development and implementation of policy to meet the 
State’s energy needs. It is committed to driving change in a way that achieves improved economic, 
social and environmental outcomes for Western Australia.  

How does the minister’s mission statement sit with Mr Rudd’s latest decision to stonewall solar power 
installations across homes in Australia? Does the minister agree with Mr Rudd’s policy of reducing initiatives 
for implementing and installing solar energy? What is the minister’s plan to ensure that this alternative form of 
energy is encouraged in one of the sunniest countries in the world?   

[2.20 pm] 

Mr F.M. LOGAN: I thank the member for the question. I presume she is referring to what was announced in the 
federal budget. I have said publicly that I disagree with the federal government’s decision to apply a means test 
regarding the installation of solar panels on people’s homes. That was a silly decision, to be honest. 

Ms S.E. WALKER: A silly decision? 

Mr F.M. LOGAN: I have said that. I will write to my counterpart, Martin Ferguson, and to the Treasurer, 
Wayne Swan, who effectively made that decision, and I will write also to the Prime Minister, Kevin Rudd. I 
support means testing for the provision of social allowances because it is appropriate to aim social benefits at 
those who are less well off in society. Social benefits should be targeted at the less well off and should not be 
freely available to all. This is not one of those situations. It is not a social allowance; it is an investment in 
technology. People should be encouraged to invest in that technology regardless of their income. To be brutally 
honest, the member for Nedlands and I know that the real customers for installing solar photovoltaic cells in 
Australia, let alone in Western Australia, are those that have a larger disposable income than others. 

Ms S.E. WALKER: I do not know that. That was my next question. 

Mr F.M. LOGAN: The member will find that use of the solar PV will mostly penetrate the social groups 
containing people with a large disposable income. 

Ms S.E. WALKER: I can write to the Prime Minister and to Mr Ferguson, too, but the Minister for Energy has 
real ministerial power in this state. What is the minister’s plan for Western Australia, which is located in one of 
the sunniest countries in the world? What is the minister’s plan to ensure that this alternative form of energy is 
made available to us? What will the minister do to subsidise the installation of solar panels for the residents of 
Western Australia? 

Mr F.M. LOGAN: Simply because the federal government removes an allowance does not mean we will rush in 
the door and pay for it instead. No state government would do that, and we will not do it either. Nevertheless, the 
government and the industry have reviewed issues such as the feed-in tariffs, which is also a controversial issue, 
for people who have installed a solar PV system as an incentive for people to generate more power than they 
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need, and to put that power back into the grid. I stress that the review was undertaken with representatives of the 
solar industry in Western Australia. A significant number of representatives were on the review panel to ensure 
that they could see we were not trying to dodge the issue or come up with an outcome that they did not like. 
They reviewed the pricing structure for the purchase of energy for the home from solar PV systems and they 
reluctantly agreed that the price that we pay is correct. It is effectively a cost-neutral price. Although they agreed 
with the economics of buying the electricity from the home, they argued that we should pay more. However, if 
we pay more for it, it is effectively a subsidy to those people who generate power from their home. As the 
Minister for Energy, I am not averse to that subsidy being paid or to paying a higher feed-in tariff. The point the 
member for Nedlands makes is that we must provide incentives for people to install that technology. If a subsidy 
is required to do that, maybe we should look at doing that. I will raise that point with my cabinet colleagues. 

Ms S.E. WALKER: Frankly, it was not only a stupid and silly idea; it was outrageous given the damage that 
climate change is doing and given the “State of the Environment Report: Western Australia 2007”. It is 
disappointing that the government has not put its mind to this. I would like to know how many people in Western 
Australia have applied for that rebate in the past three years. Has either the industry or the government collected 
figures on how many people are likely to not qualify for the subsidy? Does this mean that the people who cannot 
qualify to claim the subsidy on their own home because of their income will be entitled to claim the subsidy on 
properties that they own other than their own home? 

Mr F.M. LOGAN: We can probably provide figures from 2001 until May 2007. The number of systems 
installed in 2001 was 45; in 2002, 13; in 2003, 15; in 2004, 10; in 2005, 17; and in 2006, 18 were installed. 
When that significant increase to the subsidy was put in place in 2007, 157 systems were installed. 

Ms S.E. WALKER: Is that not the point? This is a very important environmental issue. How much did that cost 
the federal government for the 157 installations in Western Australia and how much would it have cost the state? 
Was it the full amount of $8 000? Can the minister tell us the average full cost of the installation? 

Mr F.M. LOGAN: The average cost to the consumer was $14 000 and the rebate was $8 000, which is why 
there was such a significant take-up. I have some estimated figures. We will try to project forward the figures 
from 2006. If the number of solar PV panels installed increased to 160, the total subsidy for Western Australia 
would be about $1.2 million. The industry has suggested there will be a 70 per cent drop off in the purchase of 
solar PV systems. The loss of the cost of the subsidy for Western Australia will be about $800 000. 

Ms S.E. WALKER: Why has the minister not considered providing a lesser subsidy of $4 000, $5 000 or 
$6 000? Why has the government not put a plan in place? The government must have talked with Mr Ferguson 
about this. 

Mr F.M. LOGAN: No. 

Ms S.E. WALKER: Was there no communication between members of the federal and state Labor Party? 

Mr F.M. LOGAN: The federal government does not discuss its budget outcomes with us any more than we 
discuss our budget outcomes with it. 

Ms S.E. WALKER: The government criticised the Liberal Party for not doing that, and now the minister is 
telling us that the Labor Party is doing the same thing. I am asking the minister on behalf of those Western 
Australians who are concerned about climate change whether he will consider recommending to cabinet that the 
government provide a partial incentive for the installation of solar panels. 

Mr F.M. LOGAN: Not at this stage. 

Ms S.E. WALKER: That is appalling. 

Mr F.M. LOGAN: This decision was made by the federal government just one week ago. 

Ms S.E. WALKER: It does not matter. 

Mr F.M. LOGAN: It is entitled to make whatever decision it likes about its subsidies. My job as the Minister 
for Energy, given that I have expressed my view of what I think about the federal government’s decision, is to 
convince the federal government to reverse that decision. 

Ms S.E. WALKER: The minister is not following his own mission statement. 

Mr F.M. LOGAN: The member might think that. It is my job to convince the federal government to reverse its 
decision. 

[2.30 pm] 
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Mr B.S. WYATT: I refer the minister to the sixth bullet point under the heading “Major Achievements For 
2007-08” on page 926 of the Budget Statements that reads — 

. . . government agencies over the last five years have yielded direct energy cost savings of almost 
$13 million and a reduction in energy use per employee (FTE) of 16.2 per cent below the baseline level. 

The government needs to take the lead on these issues so that its citizens are efficient in their use of power. What 
in particular has the government done in that regard? Going forward, what are the government’s expectations for 
those savings, and, as a result of those savings, for energy use in government? 

Mr F.M. LOGAN: I thank the member for Victoria Park for his question. As he pointed out, the “Energy Smart 
Government” policy has enabled the government to save more than $13 million and reduce energy use per 
employee by 16.2 per cent. That equates to about 500 000 gigajoules of energy, and avoids nearly 37 000 tonnes 
of greenhouse gas emissions. Although I certainly support the installation of solar panels in Western Australia, if 
we compare that outcome with the reference in the previous question from the member for Nedlands, this 
reduction in greenhouse gas emissions is a far better investment in terms of getting a bigger bang for the dollar. 
Obviously, it encourages people to take action and to think about the way in which they use energy. I indicated 
that energy reduction per full-time employee is 16.2 per cent below the baseline level, which is sensational. That 
means that over the past six years, from 2001 to 2007, consumption reduced 24 per cent when compared with a 
business-as-usual estimate on the basis of economic growth, and by 16 per cent compared with a business-as-
usual estimate on the basis of growth in the public sector. Consequently, it does not matter whether we look at 
those savings on the basis of the growth in the gross state product or growth in the number of people employed 
in the public sector, we have still achieved some significant savings.  

Going forward, the next phase of the policy will be measured in terms of the energy efficiency of government 
operations, and that will be achieved using energy productivity indicators that take account of growth or 
contraction of government agencies. That will give a more accurate demonstration of the efficiencies of the 
savings being made in each of the government departments. 

Mr B.S. WYATT: Obviously, we are all aware of the television advertisements about the more efficient use of 
electrical energy. My question is not specific to government use. Will that first-level energy savings program 
continue to be a large part of the general program to Western Australians generally, as opposed to being directed 
only at government? 

Mr F.M. LOGAN: In answer to a previous question from the member for Stirling, I indicated the amount of 
money that will be spent on the government’s energy efficiency education program. Basically, the government is 
attacking energy efficiency from a number of different angles. Verve Energy has its “Beat the Peak” program; 
Synergy will also have a very strong program on energy efficiency. At the end of the day, it buys and sells 
energy, and it is in its own commercial interest to do that. The Office of Energy will also mount a strong 
campaign to make people more energy-efficient aware. The Sustainable Energy Development Office will direct 
its normal campaign not only to the general public, but also to coordinate the program across government 
agencies. It is about getting directors general to drive the SEDO message through their departments about the 
need to purchase energy efficient appliances as part of procurement strategies; to ensure that they move into 
energy efficient buildings or maintain energy audits on their current premises; and to ensure that energy is used 
efficiently in the workplace.  

Mr C.J. BARNETT: I refer the minister to the first and fourth dot points under “Significant Issues and Trends” 
on page 919 of the Budget Statements. My question is about climate change and the so-called competitive 
tensions between fuels. My question relates to the mix of natural gas and coal used in the state and particularly in 
the south west integrated system. In the early 1990s, gas had a market share of about 35 per cent, which 
increased to close to 60 per cent. Given that gas produces less than half the greenhouse emissions of coal in 
power generation, what is the current mix of fuel use between gas and coal across the state and on the grid, and 
what is the Office of Energy’s forecast for, say, five years out? 

Mr F.M. LOGAN: The member for Cottesloe is correct about the mix of fuels in use since the mid-1990s. Of all 
the states, Western Australia was an early mover in moving in the mid-1990s to gas, not only for energy 
production, for which most of the gas is used, but also for large energy fuel consumers, such as Alcoa and other 
similarly massive mineral processing companies. Plants were changed over to gas. That increased the level of 
gas consumption in Western Australia to 60 per cent of the market. The energy use mix in other states is usually 
about 80 per cent coal and 20 per cent “other”, including gas. Some states have an even higher level of coal 
penetration into the energy mix. Western Australia’s figure of approximately 60 per cent remains today. 

In response to the member’s comments about the marketplace going forward, Western Australia is a marketplace 
that is going forward. This government will not direct people to use either coal or gas. That issue came out the 
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other day when Bluewaters power station phase 2 was announced. A journalist asked me why I did not tell 
Griffin Energy to use gas, not coal—after all, I am the Minister for Energy and should tell Griffin to use a less 
carbon-intensive fuel. My response was that Western Australia has an open and competitive fuel generation 
market; if a company wants to step into the marketplace and use coal, knowing that it may well be up for the cost 
of carbon post 2010-11, that is its choice.  

Mr J.H.D. DAY: But the government must have some forecast for the next three to five years. 

Mr F.M. LOGAN: We do not do forecasting in the energy mix. We have a competitive generation market with 
sensible business people making decisions about what is in the best interest of their companies in terms of their 
bottom line and their sales of electricity into the marketplace based on their choice of fuel mix. If those people 
see coal or gas as the most efficient and effective energy by which they can generate power into the marketplace, 
they will make that decision accordingly. 

Mr C.J. BARNETT: Further to that, does the minister concede that after a decade of increase in the use of clean 
gas in power generation in this state, it is likely over the coming few years that that will start to reverse—in fact, 
we will see an increase in coal usage, particularly on the south west grid? How does the minister answer, yes or 
no? 

Mr F.M. LOGAN: It is not a question of saying yes or no. I will not be drawn into silly responses like that.  

Mr C.J. BARNETT: A sensible or informed response would be useful. 

Mr F.M. LOGAN: If the member for Cottesloe wants a proper response, he will get a proper response, but he 
will not get a response in the way that he thinks it should be done. 

Mr C.J. BARNETT: I think that we should be using more gas—absolutely! If the government is to have an 
environmental credential for reducing greenhouse emissions, this state must increase its use of gas. I am asking 
the minister whether over the next five years, as a result of his policies and the so-called free market, we will see 
a significant increase in the use of coal, particularly on the SWIS grid, and therefore an increase in greenhouse 
emissions. Is that not the case?  

Mr F.M. LOGAN: I thank the former Minister for Energy for repeating his question; however, I did understand 
him the first time round. The issue is that an open and competitive energy market operates in Western Australia. 
The member for Cottesloe might not like that, but unfortunately for him that is the case. We are not a central 
command government. We do not direct people — 

[2.40 pm] 

Mr C.J. BARNETT: Does the government have an environmental policy on greenhouse gas emissions?  

Mr F.M. LOGAN: We do not direct people or companies — 

Mr C.J. BARNETT: Clearly, the government does not have a policy on greenhouse gas emissions. The policy 
direction for 10 years was to increase clean gas usage. This government’s direction is a hands-off, laissez faire 
attitude—we do not care. Is that the government’s policy on greenhouse gas emissions?  

The minister cannot answer. Let the record show that the minister could not answer the question.  

Mr F.M. LOGAN: Mr Chairman, I do not know whether you want the member to actually ask and answer the 
question or whether you want me to answer it. If you want me to answer it — 

Mr C.J. BARNETT: We are all ears. Will the amount of coal usage increase?  

Mr F.M. LOGAN: The member should keep quiet.  

Mr C.J. BARNETT: Will the amount of coal usage increase?  

Mr F.M. LOGAN: If the member keeps asking the question, he can answer it. 

Mr C.J. BARNETT: The minister is the person who wants this Parliament to approve allocations to the Office 
of Energy. If the minister cannot answer it, he should ask his advisers to answer it. 

Mr F.M. LOGAN: I can answer it if the member shuts up. 

Mr T.G. STEPHENS: On a point of order, I have a question to ask and if, at some stage, the member for 
Cottesloe can be kept under control by the Chair, I might be able to ask it. 

The CHAIRMAN: I advise members that I allow some leniency while I am in the chair. If members like, I can 
stick totally to the rules, in which case I will be continually cutting off members. I give some leniency to allow 
members to seek and provide information. I bear in mind what the member for Central Kimberly-Pilbara said. 
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Mr C.J. BARNETT: On a further point of order, I have not had an answer to my question.  
Mr F.M. LOGAN: The member answered it. 
Mr C.J. BARNETT: It has not been answered. I want to know whether the minister believes that the amount of 
coal usage will increase. It is an easy question. 
Mr F.M. LOGAN: I will give an answer if the member is quiet for more than a minute. If the member wants to 
interrupt me every time I start to answer the question, then I will not bother.  
Mr C.J. BARNETT: Sorry, mate, you have to be accountable in this Parliament. 
Mr F.M. LOGAN: No, not “mate”; try “minister”. The member might not like it, but he should use the word 
“minister”. 
Mr C.J. BARNETT: Is the minister going to answer the question? 
Mr F.M. LOGAN: The member is no longer the minister and that is what he cannot abide.  

The CHAIRMAN: If members on both sides want this sitting to proceed, I ask them to respect each other. 
Certain terms are used in this place to identify members and I ask that from this point forward they are used 
without any variation. I believe that the member for Cottesloe asked the minister a question and I will give the 
minister the opportunity to provide the answer and then I will take a question from the member for Darling 
Range.  

Mr F.M. LOGAN: Thank you, Mr Chairman. The answer is straightforward: we have an open and competitive 
market for generation in Western Australia. It is the same answer that I gave the journalists about Bluewaters 
wanting to invest in coal. Griffin Energy has invested in two coal plants. Obviously, that will increase the 
emission level in Western Australia. It has already announced that it wants to build Bluewaters 3 and 4. Of 
course, that would increase the level of emissions in Western Australia. With an open market in which 
companies invest knowing that they will be required to pay a carbon cost for the generation of electricity, they 
do so with their eyes open. If they believe they can offset that carbon cost with some form of carbon investment, 
whether it be by generation of renewables, carbon credits gained from an environmental investment, carbon 
credits bought from the eastern states or carbon credits bought from overseas, they will do so. If they believe in 
an open carbon market in which they can offset the cost of that carbon and still be able to make a profit out of 
the sale of electricity, they will do so and that will be allowable under a carbon trading scheme. It seems that the 
member for Cottesloe cannot understand that. 

Mr C.J. BARNETT: I thank the minister for finally acknowledging that coal usage will increase and, therefore, 
greenhouse gas emissions will increase significantly in Western Australia. It took 20 minutes to get to the 
obvious.  

Mr J.H.D. DAY: I refer to the first dot point under “Significant Issues and Trends” at page 919, which refers to 
the mandatory renewable energy target. It is related to what we have been discussing about the production of 
emissions. My question is in two parts. Firstly, how does the government expect that the target of 20 per cent by 
2020 will be achieved? Secondly, I would like information on the carbon dioxide output—this may be by way of 
supplementary information if necessary—per megawatt hour of generation for the Muja generation unit, Collie 
A, Cockburn 1, Bluewaters 1, the open cycle unit at Pinjar and the Kwinana C unit.  

Mr F.M. LOGAN: Firstly, I refer to the question about the 20 per cent target. Members are aware that there is a 
20 per cent national target for renewable energy and that it will have a significant impact on the price and 
availability of mandatory renewable energy target credits. It will provide a strong incentive for people to invest 
in renewable power. That is how the existing target was met and how the federal government is seeking to 
achieve the next round of targets. For example, when we could not get agreement with the previous federal 
government on increasing the MRET, some states started to go their own way. Victoria introduced the Victorian 
RET and we were encouraged to do the same in Western Australia. We continually argued that we should have a 
national scheme.  

Mr J.H.D. DAY: I know the government is not keen on having 20 per cent by 2020, but that is what the federal 
government wants. Will it be achieved in Western Australia and, in practical terms, how?  

Mr F.M. LOGAN: In respect of Western Australia, we think it will be relatively easily achieved. We are at 
nearly six per cent now. From the IMO forecasting we know that right now some companies in WA are 
interested in investing in up to 1 000 megawatts of renewable power. That is nearly 25 per cent of the existing 
south west interconnected system. If we take that level of interest in investment forward from now to 2020 and 
add to that the fact that there is an increase in the availability and price of MRET credits, we think it can be 
achieved. At the end of the day, it comes down to those companies that are investing in renewable energy 
making a dollar out of what they are investing in.  
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Mr J.H.D. DAY: I did seek specific information on CO2 outputs for those generation units.  
Mr F.M. LOGAN: We can get that information, and it is available to the public.  
Mr J.H.D. DAY: Can the minister provide that information by way of supplementary information? 
Mr F.M. LOGAN: Sure.  
[Supplementary Information No B18.].  
Mr D.T. REDMAN: I refer to “Major Initiatives For 2008-09” at page 926. The second dot point refers to a 
commitment from the state government to purchase 20 per cent of its electricity requirement from renewable 
sources. What is the current position in respect to that? What proportion of that purchase is likely to be from 
private sources as distinct from a government corporation?  
Mr F.M. LOGAN: Currently, we are at above five per cent, nearly at six per cent, of renewable energy.  
Mr D.T. REDMAN: I am referring to the government’s electricity requirements.  
[2.50 pm] 

Mr F.M. LOGAN: I apologise. In terms of government electricity requirements, we have set a target of 20 per 
cent by 2010. That equates to about 104 gigawatts an hour each year, which reduces greenhouse gas emissions 
by about 900 000 tonnes a year. Of the 104 gigawatts of accredited green power, 26 gigawatts was purchased 
this financial year. That renewable energy will be additional to that required by the commonwealth’s mandatory 
renewable energy target. That is over and above the national target of 20 per cent, which is up from a low base of 
approximately one per cent in 2001. The Department of Treasury and Finance releases tenders to procure 
renewable energy from a number of sources. Twenty-six gigawatts of green power was purchased this financial 
year. We have not announced the winner of that tender. The Sustainable Energy Development Office and the 
Department of Treasury and Finance are putting together a tender for the forthcoming financial year. The name 
of the winning tender has not been publicly released. 

Mr D.T. REDMAN: The minister does not necessarily need to name the winning tender. Can he advise whether 
it was private versus government?   

Mr F.M. LOGAN: Tenders were received by both government and private sector organisations.  

Mr D.T. REDMAN: So it was an open tender?  

Mr F.M. LOGAN: Yes, absolutely, although we have asked Verve Energy to give us a deal for a cheaper 
amount. I am joking! It is an open and competitive process.  

Mr D.T. REDMAN: What percentage of electricity does the government purchase from renewable sources?  

Mr F.M. LOGAN: It is five per cent.  

Mr D.T. REDMAN: Has a costing been done to determine the difference between purchasing renewable 
sources and purchasing from the normal open market?  

Mr F.M. LOGAN: For normal fossil fuel? 

Mr D.T. REDMAN: Yes. In other words, the government must incur a net cost if it purchases renewable 
resources. I am interested to know what that is.  

Mr F.M. LOGAN: I am advised that the purchase price was just over $41 million for this financial year, which 
is five per cent for 26 gigawatt hours of green power. That is just over $1 million above the normal cost of 
energy. It is more expensive in any event.  

Mr T.G. STEPHENS: A number of dot points in the Budget Statements refer to the underground power 
program. I am appreciative of the work that the Office of Energy has done historically in ensuring that policy 
settings are put in place so that towns such as Port Hedland and Roebourne can benefit from the rollout of the 
underground power program to meet the needs of cyclone-prone communities. I note that the underground 
program is ongoing. I hope that no obstacle will prevent communities—I refer to South Hedland in particular—
from being the beneficiary of that program at the earliest opportunity so that they can access a secure power 
supply before a cyclone and so that power can be restored expeditiously after a cyclone. Is there anything in the 
policy framework that the Office of Energy has designed that will make it harder for communities such as South 
Hedland to be a part of the underground power program? Does anything need to be done to ensure that South 
Hedland is put on the list in advance of other coastal suburbs—I refer to Swanbourne—that seem to find their 
way up the list?   

Mr F.M. LOGAN: I thank the member for Central Kimberley-Pilbara for the question. As the member knows, 
the state underground power program has been an amazing success; indeed, other states look upon it with envy. 
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The Victorian energy minister asked me how we managed to get Western Australian councils to agree to co-fund 
the underground power project, because they cannot get agreement from Melbourne councils.  

Mr J.H.D. DAY: Ask the member for Cottesloe—he started it! 

Mr T.G. STEPHENS: He established it all the way to Cottesloe, but we had to get into government before it 
was extended to Port Hedland.  

Mr F.M. LOGAN: The member is like Brian Burke—he continues to live in the past! The state underground 
power program is a great program that has been rolled out during the terms of both this government and the 
previous coalition government. Other states look upon it with envy. If I remember correctly, the Port Hedland 
underground power project involved not only a contribution by the Town of Port Hedland —  

Mr T.G. STEPHENS: There was a regional investment fund or a Pilbara fund allocation as well as whatever 
other arrangements were in place.   

Mr F.M. LOGAN: It is an open and competitive process. The Town of Port Hedland was encouraged to bid in 
that process. Normally, it would not have entered such a bidding process because of financial constraints. It has 
always found it difficult to bid in an open and competitive process. It was encouraged by the member for Central 
Kimberley-Pilbara and ministers to play a role in the competitive process. It won the tender for the 
undergrounding of power in Port Hedland. It would have to be the same process for South Hedland—which is 
the responsibility of the Town of Port Hedland—in that there would need to be a mix of funds unless, of course, 
South Hedland suddenly found itself awash with cash. I suggest that it would have to go through a similar 
process of getting supporting money from other funds, whether they be corporate, state or federal funds. As the 
member knows, councils roll off the cost of their contributions by asking residents to make a contribution to the 
total cost. That would be difficult to do in South Hedland. An extra amount has been made available under the 
program for suburbs that have a low socioeconomic status and the contribution from the state government is 
higher than it would otherwise be for a suburb with a normal socioeconomic status. From the point of view of 
South Hedland—and the Town of Port Hedland, because it has responsibility for South Hedland—it would have 
to get supportive funding from other sources and then enter the competitive process. That is one approach, and I 
certainly encourage South Hedland in that regard, particularly given that it is going through a major upgrade. It 
would be a complementary investment in infrastructure for the rejuvenation of South Hedland. Horizon Power is 
considering long-term undergrounding power programs for areas directly affected by cyclones. That business 
case is being put together.  

The CHAIRMAN: We need to get through a substantial number of questions. I encourage members to keep 
their questions short and to the point and I encourage the minister to respond likewise.  

[3.00 pm] 

Mr T.G. STEPHENS: I will ensure that my interjections are briefer than those of some of my colleagues. 
Minister, is there nothing in the Office of Energy’s policies that in any way makes it harder now for the Port 
Hedland community to advance the rollout program? 

Mr F.M. LOGAN: No, not at all. 

Mr T.G. STEPHENS: That was what I had to ask; I thank the minister.  

Ms S.E. WALKER: I refer to page 919 of the Budget Statements, and to the fourth dot point under the heading 
“Significant Issues and Trends” that states — 

An efficient energy industry requires competitive tension between alternative fuel sources.  

I refer the minister to the Nuclear Facilities Prohibition Bill 2007, which he introduced last year and which was a 
stunt that pivoted around a $500 000 fine being imposed on anybody who built a nuclear facility. I can see the 
minister laughing. I also refer the minister to a report by Deloitte entitled “Outlook for the Uranium Industry”, 
which was recently launched and supported by federal Minister for Resources and Energy, Martin Ferguson, and 
about which he stated in The Australian Financial Review—sorry the question is long, Mr Chairman, but it is a 
complex issue — 

The CHAIRMAN: Get to the point.  

Ms S.E. WALKER: Mr Ferguson stated — 

“This report includes landmark research which highlights the very important contribution the uranium 
industry can make to underpin Australia’s future economic prosperity and support global efforts to 
address climate change.”  
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He also encouraged the Queensland and Western Australian governments to drop their bans on uranium mining 
and become producers along with the Northern Territory and South Australia. The Deloitte report states — 

In April 2007, however, the ALP overturned its ‘no new mines’ policy thereby apparently giving the 
green light to rapid industry development. 

In light of this, I ask the following. Firstly, is it true that the state government is about to reverse its policy to 
accommodate its federal overlords? Secondly, if not, is the state government being pressured by the federal 
Labor Party to reverse its policy on banning more uranium mining? Thirdly, what research has the minister done 
to assuage the deepest fears of the community that were outlined in Ziggy Switkowski’s report entitled 
“Uranium Mining, Processing and Nuclear Energy: Opportunities for Australia” and which members discussed 
during the introduction of the bill last year, one of the key findings of which was that the disposal of high-level 
waste, including spent nuclear fuel, remains an issue in most nuclear-powered countries? Fourthly, what research 
have any of the minister’s departments done on this issue on behalf of Western Australians? 

Mr F.M. LOGAN: The answer to the first question is no. The answer to the second question is, no, we are not 
being pressured by the new federal government. In answer to the question about the Australian Labor Party’s 
policy reversal on uranium, there was an addendum to that policy that basically allowed the states and territories 
to determine their decision on that. Western Australia has made its decision very, very clear; that decision was 
enunciated by the Premier only a couple of days ago. The answer to the third question is no, there has not been 
any research done in that area because it was a piece of legislation enacted by the former Liberal coalition 
government banning the storage of nuclear waste in Western Australian. 

Ms S.E. WALKER: Sorry, I did not get the last bit. Did the minister say banning? 

Mr F.M. LOGAN: Yes. 

Ms S.E. WALKER: Was that banning nuclear waste? 

Mr F.M. LOGAN: It was banning the storage of nuclear waste in Western Australia. 

Ms S.E. WALKER: I have a further question, Mr Chairman. There are no bans in Western Australia, according 
to page 10 of the Deloitte report. In referring to the bans which were imposed by the ALP and which have been 
lifted in other jurisdictions, it states — 

These bans do not just apply to Western Australia and Queensland, both of which play host to several 
prospective mines, . . .  

Is the minister telling members that he will not be pressured by his federal counterparts to overturn that policy, in 
light of what it says about assisting climate change and the economy, and that he has not bothered to do any 
further research after the very recent Switkowski report, which states that one of the key findings was the 
concern of the community about this issue? The community wants to find a way forward on climate change, but 
the minister is doing nothing—not even looking at alternatives. What is the minister doing about this issue? 

Mr F.M. LOGAN: I thought the member for Nedlands was referring, in the third question, to that section of the 
Switkowski report that refers to the storage of nuclear waste. If that is not what she is referring to — 

Ms S.E. WALKER: I am.  

Mr F.M. LOGAN: — and she is referring to the general community view about the Switkowski report and the 
general view about uranium mining in Western Australia, she should go and look at any poll. 

Ms S.E. WALKER: I am referring to the Switkowski report.  

Mr F.M. LOGAN: Go and look at any poll. 

Ms S.E. WALKER: Go and look at any what? 

Mr F.M. LOGAN: Go and look at polling in Western Australia about support for uranium mining. The people 
of Western Australia do not want uranium mining. We are not being pressured by the federal government to 
overturn our ban on uranium mining. 

Ms S.E. WALKER: The people of Western Australia did not want a poll tax, but they got it from the state 
government. I am concerned that Martin Ferguson has come out — 

Mr F.M. LOGAN: Do not be concerned, member for Nedlands.  

Ms S.E. WALKER: — so strongly and is putting pressure on Western Australia, yet the state government is not 
doing any research on it —  

Several members interjected. 
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The CHAIRMAN: Order, members! 

Mr F.M. LOGAN: Do not be concerned, member for Nedlands. We are big boys and girls and we can cope with 
the pressure of Martin Ferguson; we coped with pressure from the former federal government — 

Ms S.E. WALKER: The minister looks like he could do with a bit of renewable energy himself.  

Mr F.M. LOGAN: — and look what it tried to do to Western Australia. I am sure we can cope with pressure 
from our colleagues in Canberra. 

Ms S.E. WALKER: I thank the minister.  

Mr F.M. LOGAN: I advise the member for Nedlands to go back and look at the decision that came out of the 
previous ALP national conference that took into account the interests of the states and territories and the 
respect — 

Ms S.E. WALKER: That was before it got into power. 

Mr F.M. LOGAN: — for the states’ and territories’ views about the future of uranium. 

Ms S.E. WALKER: Did the minister read that report? 

Mr F.M. LOGAN: That is the reason that we are not coming under any pressure. 

Ms S.E. WALKER: Has Martin Ferguson phoned the minister about it? He has not talked to the minister about 
what he said? One final question, Mr Chairman: has Mr Ferguson telephoned or communicated in any way with 
the minister about the comments he made about encouraging Western Australia to reverse its ban?  

Mr T.G. STEPHENS: I thought the member said it was a new question; that is the same question. 

Ms S.E. WALKER: No, it is not.  

Mr J.H.D. DAY: It actually relates to a later division — 

The CHAIRMAN: Members, I will make the decision on what the question is. Minister. 

Mr T.G. STEPHENS: The Chairman is just the Chair of the committee. We are the committee members; we 
will make the decision.  

Ms S.E. WALKER: Has he?  

Mr F.M. LOGAN: Mr Chairman, the answer is no; Mr Ferguson has not applied any pressure whatsoever to me 
or any of my state government colleagues. He has not telephoned us, he has not asked us to reverse our decision, 
although in a — 

Ms S.E. WALKER: In his comments — 

Mr F.M. LOGAN: — meeting we had on other matters, he did make an aside—in a jocular fashion—to the 
state’s uranium policy; I made it very clear to him that we will not be changing it.  

Mr B.S. WYATT: I refer to the first bullet point on page 925 of the Budget Statements, under the heading of 
“Major Initiatives”, which deals with electricity smart meters. Will the minister give the committee the estimated 
costs of this particular rollout; what the hoped benefits are for the department for this rollout; and what the 
minister expects to achieve from rolling out these meters?  

Mr J.H.D. DAY: If I can just add to that: will the minister tell us what the cost per meter is for that, and what 
the minister expects the amounts of funds to be involved? 

Mr F.M. LOGAN: I thank the member for the question. This has been, and still is, the subject of fairly 
extensive debate at the Ministerial Council on Energy. We are trying across Australia to avoid with smart meters 
the problem faced with the various railroad track width—and are still faced after investment was made in the 
nineteenth century. We want to harmonise the types of smart meters rolled out across Australia to ensure a 
consistency in the type of smart meters used, or at least in the type of technology that is used within the smart 
meters, and the cost effectiveness of smart meters. The Ministerial Council on Energy has been undertaking a 
cost-benefit review about what type of smart meters should be used and how much money should be spent on 
purchasing and rolling out smart meters, and what will be a fair and reasonable cost to consumers, who, at the 
end of the day, will be paying for those smart meters to be installed in their homes. 

The analysis indicated that the costs of implementing smart meters are estimated to be between $335 million and 
$735 million in net present value terms over a 20-year period. The net benefits in Western Australia are 
projected to be as high as $553 million—that is, the projected benefits in return from the rollout of those smart 
meters.  
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[3.10 pm] 

Mr J.H.D. DAY: That may be less. 

Mr F.M. LOGAN: That is right, and that comes back to the question asked earlier by the member for Darling 
Range about the cost of each of the meters. There are different types of smart meters that can be installed. It is 
the level of smartness of the smart meters that provides the cost benefit. 

Mr J.H.D. DAY: What is the typical cost per meter? 

Mr F.M. LOGAN: The advice I have received is that the cost per smart meter could be anything between $400 
and $700, depending on the level of additionality and communications within the smart meters. There is a base-
level smart meter, and we have reached national agreement about what should be included in the base-level 
technology for a smart meter; it has been agreed by all state and territory governments and the commonwealth 
government. The base-level technology will be progressively rolled out by Western Power to more than 300 000 
homes over the next few years. The base-level technology has a degree of communications ability but does not 
have the heads-up display units that may be installed in people’s houses to give them control over their 
consumption patterns, an indication of the time of use of electricity, the cost at time of use and the amount of 
greenhouse gas emissions being produced as a result of electricity consumption. Those are the differences. One 
is a base-level smart meter that is installed in the meter box and provides a significant amount of information to 
Western Power as the system controller and information back to retailers. It also includes a level of system 
control and communication back to the unit. The very smart meters also have a heads-up display unit for use 
inside the house, where they can be installed in the kitchen or wherever. 

Mr J.H.D. DAY: The minister says that the meters will be rolled out. How will they be funded, and over what 
period? 

Mr F.M. LOGAN: I ask the member for Darling Range to ask the question again when advisers from Western 
Power are present and I will then be able to provide that information. 

Mr T.G. STEPHENS: Is it only for metropolitan areas? 

Mr F.M. LOGAN: At this time, yes. It is only for customers on the south west interconnected system. 

Mr J.H.D. DAY: My next question relates to feeding tariffs for renewable energy produced by small consumers, 
residential customers and small businesses. I am aware, as the minister will be aware, that such a system is being 
introduced in other states, generally at the rate of about 44c a unit. I ask for an estimate of the likely cost in 
Western Australia of introducing a similar system; what the cost will be on both a gross feed-in tariff and a net 
feed-in tariff basis; and which of those options is being considered by the minister. 

Mr F.M. LOGAN: I thank the member for his question. The current arrangement is a net feeding tariff return to 
the electricity producer.  

Mr J.H.D. DAY: Is that determined on a daily, weekly or monthly basis? 

Mr F.M. LOGAN: It is measured over a billing period, which is two months. The only example in Australia of 
a gross estimated feed-in tariff is in the Australian Capital Territory, and I think that is because of the smaller 
number of customers and the costs involved in providing energy in the ACT. In South Australia, New South 
Wales and Victoria the feed-in tariffs are calculated on a net basis. As the member has indicated, the tariffs have 
increased. The advice I have is that Victoria has announced a tariff increase of around 55c to 60c; it is around 
40c in South Australia. 

Mr J.H.D. DAY: It is 44c, I think. 

Mr F.M. LOGAN: Is it 44c? I thought it might be 48c. Queensland’s tariff increase is similar and I believe New 
South Wales is looking at increasing its feed-in tariff. The government is reviewing the feed-in tariff rate. As I 
said to the member for Nedlands, it is a publicly available review; the member can look at those figures for 
himself. We involved the solar industry in the review, so it cannot accuse us of doctoring the figures or 
whatever. The solar industry did not like the outcome of the review, but did say that the price we currently pay 
for the purchase of photovoltaic-generated electricity is the correct market price. 

Mr J.H.D. DAY: That is, what consumers are currently charged by Synergy for the electricity they use? 

Mr F.M. LOGAN: Yes, that is right. We looked at all the factors involved, including peak load, time of use, 
network benefits and the benefits that flow from not consuming that amount of power, spread across all the 
various aspects of the infrastructure. All those aspects were examined and it still came out as the correct price. 
That is what has happened in the states referred to by the member; it is a straight subsidy. As I said, as Minister 
for Energy, I am not opposed to going down that path, but we will have to look at — 



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

 p295b-314a 
Chairman; Mr John Day; Mr Fran Logan; Mr Colin Barnett; Mr Terry Redman; Mr Tom Stephens; Ms Sue 

Walker; Mr Ben Wyatt 

 [14] 

Mr J.H.D. DAY: Does the minister have an estimate of the cost on an annual basis? 

Mr F.M. LOGAN: No, we have not undertaken that. 

Mr J.H.D. DAY: If it were to be done, would it be more likely on a net basis? 

Mr F.M. LOGAN: Probably; that is what we are looking at. We have not ruled out the gross basis. We will do 
an evaluation for both. We will find out from the outcome of the review, which should not take too long. 

Mr J.H.D. DAY: When does the minister expect to make a decision? 

Mr F.M. LOGAN: I am not too sure; later this year. The review has started, but I am not too sure when it will 
be completed. It is something we are looking at. My advice is that while this debate continues and various states 
are doing weird and wonderful things in paying higher feed-in tariff rates, the commonwealth is trying to bring 
about national consistency. I do not know whether that will be achieved, but that is a Council of Australian 
Governments issue. There will probably be debate on the matter either at this year’s Ministerial Council on 
Energy or at the next one. The state government is undertaking this review to answer the question the member 
has asked: what is the total cost effectiveness and cost to Western Australia on both a net and gross basis? 

Mr J.H.D. DAY: Does the minister expect to wait until after the commonwealth process is completed? 

Mr F.M. LOGAN: We will look at doing it on a national basis at the next MCE, and we will ask where we are 
going on this issue. The member has already outlined what the other states are doing. Whether we get agreement 
from the other states is beyond me. 

Mr C.J. BARNETT: I refer to the first dot point under “Major Initiatives For 2008-09” on page 925 of the 
Budget Statements, relating to the review of electricity tariffs. Given the government’s policy of so-called market 
reform to lower tariffs, and given that the Office of Energy recommended a 72 per cent increase in household 
electricity prices over a three-year period, I ask the minister to provide—I accept it may be necessary to supply 
the answer through supplementary information—a breakdown of the components of the 72 per cent increase 
recommended by the Office of Energy. I accept that several factors may have contributed to it, and I would like a 
breakdown of the components that account for the 72 per cent increase in recommended electricity tariffs. Did 
the Office of Energy recommend that a $780 million subsidy be paid? On what basis was the figure of 
$780 million arrived at? 

Mr F.M. LOGAN: I do not have to answer the question by way of supplementary information; it is all outlined 
in the “Electricity Retail Market Review”. I refer the member to a graph on page 10 of that review, which 
illustrates the estimates for A1/A2 residential tariffs. The cost stack for the first increase of 47 per cent is broken 
down into 29 per cent for the retail component, eight per cent for the network component and nine per cent for 
the tariff equalisation fund for Horizon Power, which delivers power to regional Western Australia. The amount 
of money that would be paid for the mandatory renewable energy target is one per cent, which is the 20 per cent 
renewable energy target that we have discussed previously. That is for the 2009-10 — 

[3.20 pm] 

Mr C.J. BARNETT: Sorry, that is not what I am asking; that is a functional division. I am happy for the 
Minister for Energy to use the first year’s increase; it does not need to be the 72 per cent. I want a breakdown of 
what is accounted for by, for example, coal price change, gas price change, depreciation or whatever. I want a 
breakdown of the real reasons and the real components of that 72 per cent increase recommended by the Office 
of Energy. 

Mr F.M. LOGAN: The electricity tariff cost stack, which I have referred to in Parliament before, will provide a 
breakdown. Again, I will deal with the question that the member has highlighted; namely, the recommended 
2009-10 increase of 47 per cent. The cost stack will provide a breakdown on a percentage basis and its 
contribution on a kilowatt hour basis. Apart from that, I do not know exactly what else the member could ask for. 
That cost component and contribution is: black energy costs, 10.81c, making up 51.3 per cent of the total tariff 
cost; the national emission trading scheme, which is obviously zero in the 2009-10 period; the mandatory 
renewable energy target, which I referred to earlier, 0.12c or 0.5 per cent of the total cost; ancillary services, 
0.14c a kilowatt hour or 0.7 per cent; market fees, 0.06c a kilowatt hour or 0.3 per cent; retail operating costs, 
1.52c or 7.2 per cent; the retail margin that has been applied in this case, 0.57c a kilowatt hour or 2.7 per cent; 
network costs, 6.52c a kilowatt hour or 30.9 per cent; and the tariff equalisation fund, which I referred to earlier, 
is 1.35c a kilowatt hour and makes up 6.4 per cent of the total electricity tariff cost stack. That is a specific 
breakdown of the costs. 
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Mr C.J. BARNETT: From that, can the minister or one of his advisers explain what proportional percentage of 
that tariff increase is accounted for by higher gas prices? I am happy to take that as supplementary information if 
it requires some examination. 

Mr F.M. LOGAN: Can the member outline again exactly — 

Mr C.J. BARNETT: I would not mind a copy of the data the minister has just given me. However, I want to 
know the proportion of that recommended tariff increase that is attributable to higher gas prices. 

Mr F.M. LOGAN: Member for Cottesloe, with reference to what base in terms of percentage increase? 

Mr C.J. BARNETT: The recommendation was a 47 per cent increase in the first year. I do not mind if the 
minister uses that year. 

Mr F.M. LOGAN: Is that in comparison with the previous year? 

Mr C.J. BARNETT: The Office of Energy recommended a 47 per cent increase in that first year. How much of 
that can be accounted for by higher gas prices? Is that straightforward? 

Mr F.M. LOGAN: We will see what we can do. 

Mr C.J. BARNETT: I am happy to take that as supplementary information. The second part of my question 
referred to the $780 million subsidy. I asked whether the Office of Energy recommended the government 
introduce a $780 million subsidy and how that $780 million figure was arrived at. 

The CHAIRMAN: I ask the minister to repeat the supplementary information that the member for Cottesloe 
seeks. 

Mr F.M. LOGAN: The member for Cottesloe is referring to the total electricity tariff increase for 2009-10, as 
recommended by the Office of Energy. He wants to know what percentage of that total tariff increase can be 
attributed to the increase in the price of gas. 

[Supplementary Information No B19.] 

Mr C.J. BARNETT: The second question I asked related to the $780 million subsidy. Did the Office of Energy 
recommend that subsidy and how was the $780 million subsidy calculated? 

Mr F.M. LOGAN: I will now answer the member’s second question rather than provide it as supplementary 
information. The $780 million subsidy was recommended by the Office of Energy. However, the 
recommendation in the Office of Energy’s electricity market retail review report was for cost-reflective tariffs. 
Effectively, that is what the $780 million added up to; that is, if we had cost-reflective tariffs for generators and 
network operators, to keep them whole and give the market an indication of cost-reflective pricing, we needed a 
subsidy that went to the market through Synergy. I repeat that all along it has been a subsidy to the consumers of 
Western Australia and it adds up to $780 million. 

Mr C.J. BARNETT: Sorry, can I clarify that? My understanding of the Office of Energy report was that it 
recommended a 47 per cent increase followed by a 15 per cent increase and then a two per cent increase, which 
would have provided cost-reflective tariffs. 

Mr F.M. LOGAN: Yes. 

Mr C.J. BARNETT: Okay, I accept that. Did the Office of Energy also recommend a $780 million subsidy to 
ameliorate the effect on consumers or was that a separate decision of government? Was the $780 million subsidy 
recommended by the Office of Energy? 

Mr F.M. LOGAN: Yes. 

Mr C.J. BARNETT: Can I seek, through supplementary information, the recommendation from the Office of 
Energy that the government introduce a $780 million subsidy? 

Mr F.M. LOGAN: No, we are not dealing with that. The member can ask that question at any stage. We are 
currently dealing with the budget process; not any advice that the Office of Energy gives the government. 

Mr C.J. BARNETT: Does the office give that advice or not? 

Mr F.M. LOGAN: I will return to the issue at hand. The report itself refers to cost-reflective pricing to ensure 
that our outcome—the objective at the end of the day—is cost-reflective pricing. The recommendation in the 
report was, as the member indicated, for a 47 per cent, 15 per cent and two per cent increase over a three-year 
period. That recommendation was not accepted by the government. As the member for Cottesloe indicated, the 
Premier said that the increase in 2009-10 will be no more than 10 per cent. In the out years the increase would be 
approximately 10 per cent depending on the impact of carbon and other factors. There is a big difference 
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between the 10 per cent electricity price increase that the government accepted and the Office of Energy’s 
recommendation for a 47 per cent increase based on cost-reflective pricing. The difference in the cost stack and 
making the generators, network operators and retailers whole in terms of cost-reflective pricing required a 
subsidy of what turned out to be $780 million. That subsidy is equivalent to the 47 per cent but it was a decision 
of government; we made that decision. 

Mr C.J. BARNETT: Therefore, can the minister clarify that the Office of Energy did not recommend a 
$780 million subsidy? 

Mr F.M. LOGAN: The Office of Energy’s report recommends cost-reflective pricing. 

Mr C.J. BARNETT: Did it — 

Mr F.M. LOGAN: We have just taken a step forward. The recommendation — 

Mr C.J. BARNETT: I understand what the minister is saying—governments can make decisions. However, can 
the minister confirm that the Office of Energy did not recommend a $780 million subsidy? In other words, the 
subsidy was not in the report; it was not recommended.  
[3.30 pm] 
Mr F.M. LOGAN: No, it is not in the report. It is clear that it is not in the report. 
Mr C.J. BARNETT: Was it not recommended by the Office of Energy?  
Mr F.M. LOGAN: No, but when we went back to the Office of Energy and asked it what that subsidy would be, 
it did the work for us, as it should; the Office of Energy is asked to do those things. 
Mr C.J. BARNETT: I want to clarify this because the minister is asking for $780 million of government 
funding.  

Mr F.M. LOGAN: Let us clarify the government’s decision for the member for Cottesloe. The Office of Energy 
in its report recommended 47 per cent. We did not accept that; we said 10 per cent. The Office of Energy 
recommended in the report that we get cost-reflective pricing. We accepted that we should get cost-reflective 
pricing early, and the way to do that was by subsidy. We asked the Office of Energy to work out what that would 
be. It was $780 million, and that is what we are paying.  

Mr C.J. BARNETT: However, the subsidy does not give a cost-reflective price to consumers, does it? It 
disguises the cost-reflective price. 

Mr F.M. LOGAN: It does to those generators in the market.  

Mr C.J. BARNETT: No, to consumers; it disguises it. Cost reflective means that the cost to consumers would 
have to increase. 

Mr F.M. LOGAN: It is supported and accepted by everyone in the electricity industry, including employer 
organisations—everyone except the member for Cottesloe—as the way to ensure transparency in the market. We 
have received plaudits from network operators in the eastern states about this decision — 

Mr C.J. BARNETT: For wasting $780 million, I do not think so!  

Mr F.M. LOGAN: The way to ensure transparency in the market is to do it the way we have done it. 

Mr C.J. BARNETT: It is the greatest failure of public policy in the past 30 years. The minister has squandered 
$780 million! 

Mr F.M. LOGAN: The member for Cottesloe is the only person in the whole of Australia—the lonely voice—
who does not like it because it was not done his way! 

Mr C.J. BARNETT: It is the greatest loss since the WA Inc scandal of the 1980s — 

The CHAIRMAN: Members! 

Mr F.M. LOGAN: The member wants it done his way! 

Mr C.J. BARNETT: The minister has lost more than was lost on the Petrochemical Industries Co Ltd fiasco! 

Mr F.M. LOGAN: The member wants it done his way; that is his problem. 

Mr C.J. BARNETT: It is more than equal to that project; $780 million has been squandered by the minister and 
this government.  

Mr F.M. LOGAN: The member for Cottesloe cannot come to grips with the fact that he is not the Minister for 
Energy; that is his problem! 
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The CHAIRMAN: The member has got his point across. The member for Stirling. 

Mr D.T. REDMAN: I refer the minister to page 931 and to the heading “Details of Controlled Grants and 
Subsidies”. I refer to two items under that heading; that is, the solar hot water heater incentive scheme and the 
Solar Schools program. It seems that this is the last year in which both of those programs will be funded. The 
Solar Schools program will go for another year. In response to questions from the member for Nedlands, the 
minister seemed to have a reluctance to make a policy position to support solar energy. At the very early stages, 
the Solar Schools program is a very good incentive program for our youth to develop such principles, yet it is not 
funded in the out years.  

Mr F.M. LOGAN: I thank the member for his question. The solar hot water heater incentive scheme was 
established about six years ago. It was an invention by the government to encourage the uptake, by way of 
purchase and penetration, of solar hot water systems in the market and into people’s homes. It has been very 
successful, as the member knows. We believe that the government has done all it should do to encourage people 
to take up such systems. As my colleague just advised me, additional commonwealth assistance was recently 
announced in the federal budget for the continued uptake of solar hot water systems. We think that as a state we 
have made a major contribution over a six-year period to get the market up and running and to make that market 
penetration, and we believe it is really now up to the market to continue on. 

With respect to the Solar Schools program, that was a commitment made by the previous Minister for Energy to 
get solar panels on 360 schools across the state. That commitment remains. As my colleague has advised me, it 
has already been expanded once in this state since its inception to pick up 360-odd schools. As the member saw 
in the recent federal budget, there is now significant investment by the federal government in solar schools. I do 
not think that is limited to those schools that have already got solar panels on their roofs. I am sure they will put 
their hands up for more panels—I hope they do. We have committed to, and will undertake, the investment in 
360 schools. That is not to say that that is the end of the program. We will review it before it is finalised. One 
hundred and eighty-five schools across the state have received approval to install solar photovoltaic systems, and 
these are not limited to one area. We will probably review that entire program before it is completed.  

Ms S.E. WALKER: I refer the minister to page 931 of the Budget Statements and to the same issues of the solar 
hot water heater incentive scheme and the Solar Schools program. How many solar hot water systems have been 
subsidised in each of the past six years? Are the subsidies only for residents who own or live in their properties 
or are other properties, such as holiday homes, eligible for this subsidy as well? How much all up has the subsidy 
cost the government each year for solar hot water? In relation to the Solar Schools program, the minister 
indicated that 185 schools have been approved, but how many have actually received — 

Mr F.M. LOGAN: It was 360; I just gave that figure.  

Ms S.E. WALKER: No. The minister said 360 is the target, and 185 schools have been approved, but how 
many have actually been done? The minister said that the schools could have more panels. How many panels do 
they get on average? How many schools in the western suburbs have received panels? How much does each 
cost? Does the parents and citizens committee in each school have to contribute?  

Mr F.M. LOGAN: I will take that question on notice, Mr Chairman. It is quite a lengthy question.  

Ms S.E. WALKER: It is, but the minister could answer some of the questions. I am happy to get detailed 
information later, but there are some questions that could be answered now.  

Mr F.M. LOGAN: We do not have those figures in front of us, so we will take it on notice.  

The CHAIRMAN: Member for Nedlands, can we have the question for the clerk to write down? 

Ms S.E. WALKER: It will be in Hansard. 

The CHAIRMAN: We have to write it down here so that it can be referred to Hansard. 

Ms S.E. WALKER: But Hansard will have it. 

The CHAIRMAN: I do not make the rules here. These are the rules. We have got to have the information so 
that we can allocate a supplementary information number. 

Ms S.E. WALKER: When does the Chairman need it by?  

The CHAIRMAN: The member for Nedlands could say it now. 

Ms S.E. WALKER: In relation to the solar hot water subsidy scheme, how much is the subsidy for each home 
or each subsidy? How many have been approved each year in the six years since it was commenced? How much 
has the scheme cost overall over the six years? Is the scheme available only to residents who live in their home, 
or is it available for properties other than those lived in by homeowners, such as holiday homes? In relation to 
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the Solar Schools program, how much does the subsidy cost for each school? How many schools have been 
completed in the western suburbs? What is the number of panels for each school? Does the parents and citizens 
association of each school have to contribute?  

The CHAIRMAN: Is the minister willing to take that as a supplementary question?  

Mr F.M. LOGAN: Sure.  

Ms S.E. WALKER: The other question I asked was: although 360 schools is the target across the state and 185 
schools have been approved, how many have actually been done? 

The CHAIRMAN: Can the minister answer that now without a supplementary information allocation?  

Mr F.M. LOGAN: No. 

The CHAIRMAN: It is all part of the one question  

[Supplementary Information No B20.]  

[3.40 pm] 

Mr J.H.D. DAY: Can the minister tell us either now or by way of supplementary information how much fuel oil 
Verve Energy used for electricity generation in the financial year 2006-07 and how much it has used so far in the 
financial year 2007-08? 

Mr F.M. LOGAN: Representatives of Verve Energy will be attending the estimates shortly.  

Mr J.H.D. DAY: In that case, I will ask the question then. With regard to the electricity market that the 
government argues it has created, can the minister provide information about the number of market trades that 
have been undertaken through the Independent Market Operator in 2006-07 and so far in 2007-08?  

Mr F.M. LOGAN: Does the member want information on the stem or bilateral market trades? 

Mr J.H.D. DAY: Both. 

Mr F.M. LOGAN: The member knows that they are made every half hour. We can provide him with that 
information, but it is publicly available and he can logon and get it from the internet. The stem and bilateral 
trades are made every half hour. 

Mr J.H.D. DAY: Can the minister provide me with some statistical information about how much activity there 
has been? 

Mr F.M. LOGAN: Yes. We can probably give the member information about the increases in trade and volume 
since it began. 

Mr J.H.D. DAY: What proportion of the electricity market in the south west interconnected system is traded in 
that way? 

Mr F.M. LOGAN: That can be seen on the web; it is market-available information. It is probably best to show 
the member graphs that illustrate the changes because they will give him an idea of the percentage of the total 
SWIS and volumes measured. The graphs show the pattern that is emerging. 

Mr J.H.D. DAY: Can that be provided by way of supplementary information? 

Mr F.M. LOGAN: Yes. I will provide to the member for Darling Range some examples of the trading patterns 
over time that are undertaken by the Independent Market Operator to give the member an indication of the 
change to the market structure and the increase in the number of bilateral and stem trades over time. 

[Supplementary Information No B21.] 

The CHAIRMAN: I remind members that it almost 3.45 pm and we have yet to get through divisions 56 and 
12. 

Ms S.E. WALKER: I refer the minister to page 923 of the Budget Statements and the entry about the adoption 
of energy efficiency principles by government agencies. An article in The Australian Financial Review referred 
to Germany’s success in harnessing solar power. That country records only 1 528 hours of sunshine a year. Does 
the minister have a plan, or is a plan in place, to harness solar power from the roofs of government buildings? 
Has any money been spent on researching that? 

Mr F.M. LOGAN: People who are very interested in renewable energy point to solar as a solution for 
renewable power, particular for people’s homes. It is a contributing factor to addressing climate change and 
greenhouse gas emissions and it can contribute to the increase in the amount of energy that is generated from and 
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purchased for homes because of the changing types of appliances people have in their homes. It is a good 
contributing technology, but it is not the solution at this time. 

Ms S.E. WALKER: I am not suggesting that it is. 

Mr F.M. LOGAN: Many people in the community regularly point me to Germany as an example of a country 
that has a fairly active market for solar power. As the member for Nedlands said, it has legislation that allows 
companies to offer to lease a person’s roof to install solar power panels and to then onsell the power that is 
generated into the system. People ask me why that does not happen here given the amount of sunlight in Western 
Australia. Western Australia is blessed with energy. That is one thing we can all agree on. We live in a part of 
the world that is unlike any other part of the world. We have energy in abundance. The country has produced 
coal for 200 years and has enough gas reserves for the next 60 or 70 years or more stored in the north west from 
the Carnarvon basin to the Timor Gap. We have massive amounts of traditional fossil fuel coal and a fantastic 
and fairly regular supply of wind in the afternoon that allows us to build large wind farms. We have significant 
amounts of daylight hours. 

Ms S.E. WALKER: Is that a no? 

Mr F.M. LOGAN: We have a huge capacity for biomass and biofuels. We have an abundance of energy. Solar 
power in WA is in a very competitive market, unlike in Germany. Germany has a strong reliance on coal, and to 
reduce its greenhouse gas emissions it is investing in massive amounts of renewable power. The total amount of 
installed renewable power is six per cent, which is the same as in Western Australia. People who go to Germany 
see all the wind farms and solar panels on the roofs and think that Germany must produce a massive amount of 
renewable power, but they forget that Germany consumes a massive amount of power—much more than is 
consumed here. 

Ms S.E. WALKER: Is the minister’s answer yes or no? 

Mr F.M. LOGAN: Germany produces the same amount of installed renewable power as Western Australia. The 
federal government recently announced that it would means-test the subsidy for the installation of solar power 
panels. As I said before, that is ridiculous. We have said that we will review the feed-in tariff to encourage 
people to invest in solar power. The government has two approaches to solar power. Firstly, we have announced 
the solar power project in Kalgoorlie — 
Ms S.E. WALKER: I have asked the minister a specific question and he is giving me the history of solar power. 
Mr F.M. LOGAN: The member asked about the amount of solar power that is installed in government buildings 
and what the government is doing about it. 
Ms S.E. WALKER: The minister has talked about everything but that. 
Mr F.M. LOGAN: I am putting it in context because the member for Nedlands used Germany as a model 
example. Germany is no better and no worse than Western Australia. 

Ms S.E. WALKER: The answer is that the government is doing nothing. It is a roundabout way of saying 
nothing. 

Mr F.M. LOGAN: Under the Rudd Labor government, Western Australia was a successful recipient of funding 
from the Solar Cities project.  

Ms S.E. WALKER: The answer is no, is it not? 

Mr F.M. LOGAN: To answer the member for Nedlands’ question, that project will put some large-scale solar 
panels on government buildings that will provide large amounts of solar power. I will not tell the member now 
where the buildings are and how much energy they will produce; I will let the responsible ministers do that. 
Western Australia will receive $18 million of federal government funding under the Solar Cities project, and the 
Western Australia government will also contribute a significant amount. Solar panels will be installed on the 
roofs of government buildings, private sector buildings, local government buildings and residences. The previous 
Liberal government used the Solar Cities project as a slush fund to look after its marginal Liberal seats. As the 
member highlighted, Western Australia has a lot of sunlight. It is therefore amazing that Western Australia 
missed out on funding from the Solar Cities project under the previous federal government because we had a 
state Labor government, and the areas that the former government was targeting in Western Australia were not 
marginal Liberal seats. Other places got it instead of Western Australia. Now we have a Rudd Labor 
government, we have the Solar Cities project.  

[3.50 pm] 
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Ms S.E. WALKER: I gathered that the answer was that nothing would be installed on the roofs of government 
buildings. I agree with the minister that in Germany the figures are 0.6 per cent for electricity and 6.4 per cent 
for wind. The point is that Germany gets only 1 520 hours of sunshine a year. It says in the article that the debate 
on solar subsidies is a tax on environmentally united countries that are nurturing a promising alternative energy 
sector to create a mass market industry that can compete with conventional energy sources on its own footings. 
This minister has been energy minister for a while, the government has been in office for seven years and we 
have a sunshine state, yet there has been no move to harness that sunshine, given the state of our environment as 
outlined by what has been said in reports brought down by the Environmental Protection Authority. When can 
we hope to see the space on roofs of government buildings filled and the program implemented?  

Mr F.M. LOGAN: I remind the member again, if she is talking about installing large-scale solar panels for 
commercial purposes—for example, on a government building—and injecting the power generated into the grid, 
it would be very expensive power. The reason that it is so popular in Germany is that a German household 
electricity bill is significantly higher than what we pay in Western Australia; hence the reason for people trying 
to reduce their bills by installing solar PV. 

The CHAIRMAN: We still have the Chemistry Centre and Industry and Resources divisions to deal with. Does 
any member wish to speak about those items in the next 10 minutes? 

Mr C.J. BARNETT: I wish to ask questions on resources.  

The CHAIRMAN: Are members happy to finish on this note?  

Ms S.E. WALKER: No; I am waiting for the minister to say when he will start implementing the program. He 
has said everything but that. I ask him to give me a date.  

Mr F.M. LOGAN: We have an open, competitive market for the purchase of energy, and that includes 
renewable energy. If people — 

Ms S.E. WALKER: I ask the minister to give me a year —  

The CHAIRMAN: I now call this session to a close. The member for Nedlands is not an official member of the 
panel and some members want to talk to division 12.  

The appropriation was recommended. 
 


