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VERVE ENERGY AND SYNERGY — VESTING CONTRACT 

 Hon KATE DOUST to the Minister for Energy: 

I refer to the minister’s announcement earlier today that the state government has replaced the vesting contract 
between Verve Energy and Synergy. 

(1) Will the minister table the new vesting contract; and, if not, why not?  

(2) Will these changes do anything to promote competition in the energy industry?  

(3) Can the minister guarantee that this decision will not result in further hikes in electricity tariffs?  

Hon PETER COLLIER replied: 

I thank the member for some notice of this question. 

(1)–(3) I will not table the contract because it is a contract between Verve and Synergy. Most of the 
displacement of the current vesting contract has already occurred, yet there has been competition in the 
market. The unfortunate aspect of what has occurred is that it has led to an excess of about 500 
megawatts of baseload capacity, which has enormous ramifications on not only the energy market but 
also the financial position of Verve and Synergy. It has resulted in stranded Verve assets, which are 
sitting there doing absolutely nothing at the same time as we are paying millions in capacity credits to 
the private sector. That is not good for anyone; everyone acknowledges that. The last two displacement 
processes have been won by Verve quite convincingly. By 2014 further displacement will be 15 per 
cent of Synergy’s load, which is a small amount. Verve will win that contract without a doubt. I assure 
the honourable member that as the load and demand increases, there will be further opportunity for the 
private sector to become involved. There will be at least 600 megawatts of renewable energy open for 
tender. I have no doubt that there will be a plethora of different opportunities and that different energy 
corporations and sectors of the energy market will go for that tender. There is no problem with that 
whatsoever. However, the government had to ascertain whether it should sit back and watch Verve 
continue to lose hundreds of millions of dollars or be proactive and look for a seamless, uncomplicated 
and bilateral contract between Verve and Synergy, which it did. The contract means that Verve can use 
current generation effectively and efficiently. It cannot do that now because generation is being turned 
on and off all the time to suit the private market, which creates enormous problems. We are wasting 
taxpayers’ money to the tune of hundreds of millions of dollars. The contract is a definite and positive 
action on the part of the government. I will not make any assumptions about prices. We were told ad 
infinitum that disaggregation would lead to lower prices. It will be better for the long-term financial 
durability of both Verve and Synergy and ultimately it will have long-term benefits for the state. We 
could have continued to bail out Verve to the tune of hundreds of millions of dollars. However, the 
government decided not to do that. The contract will have a positive impact in the forward estimates of 
about $550 million, which is a positive news story for the state. In addition, if we look to the next 10 
out years, it is anticipated to save the state about $1.5 billion. That money can be spent on many other 
things. Without a shadow of a doubt, the contract will have definite benefits for Western Australians. 
We will not have a flawed, nonsense contract that continues to pay out the private sector in capacity 
credits while baseload state generation sits idle. That contract has been removed and there is now a 
seamless transition into a much more effective bilateral contract.  

 


