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ELECTRICITY SYSTEM — MINISTER FOR ENERGY’S RESPONSIBILITIES 
Matter of Public Interest 

THE SPEAKER (Mr M.W. Sutherland) informed the Assembly that he was in receipt within the prescribed 
time of a letter from the member for Cannington seeking to debate a matter of public interest. 

[In compliance with standing orders, at least five members rose in their places.] 

MR W.J. JOHNSTON (Cannington) [2.58 pm]: I move — 

That this house condemns the Barnett government for the continuing chaos and dysfunction in the 
Western Australian electricity system, and in particular the Minister for Energy for his incompetence 
and secrecy in handling his responsibilities. 

Sometimes, the Minister for Energy is referred to in the media as Ned Flanders, but my personal view is that he 
should be called Bart Simpson—that is, the “I didn’t do it” boy, and over the back there are the “I didn’t do it” 
dancers. The one thing we know about this minister is that he never takes responsibility. Today I asked a simple 
question. Here is the Auditor General’s annual report, in which he reports on his activities. At pages 13 and 54, 
he refers to the fact that he has complied with his obligations under regulations 29 and 30 of the 
Electricity Corporations (Electricity Generation and Retail Corporation) Regulations 2013. I looked at those 
regulations, and found that under regulation 31 there is an obligation on the minister to table, within 21 sitting 
days, the report that he receives. Here we are, more than a year later, and he has not tabled the report. I asked 
him what his excuse was, and he said that the report is on its way. It has taken him more than a year to comply 
with his obligations. Not only that, they are obligations he created because of the ridiculous decision to put 
Verve and Synergy back together again. The minister then says, “Oh, well, the report will show that everything’s 
fine.” The minister has clearly not read the report because the report says that Synergy failed to comply with the 
regulations. How do I know? I have read the Auditor General’s report—not the report given to the minister, the 
report given to Parliament. We would think that with all the minister’s staff and all the resources of the 
departments he supervises, he could get a report off his desk and into the chamber in a year. Look at him. He 
cancelled the solar panel feed-in tariff and then reinstated it. What did he say was the reason for that? I quote 
from Hansard of 13 August 2013 — 

As we looked at the PUO’s advice, it got it wrong … It is not unusual, but it did. 
If the Minister for Energy had acted on the advice to him from the Public Utilities Office, he would have known 
that he could not cancel the feed-in tariff. 
On the ownership of Telstra shares, on 24 March 2015 he stood in Parliament and said —  

Telstra won a competitive bid to build the towers,  
Yet we were asking specifically about stage 2 of that project, and there was never a competitive bid for stage 2. 
The minister told Parliament that the Pilbara underground power project cost $100 million, but it cost 
$118 million. What was his excuse when the Auditor General exposed his error? In Hansard of 12 August 2015, 
he is reported as saying — 

It is about a debate between accountants. 
No, minister, the Auditor General is the person who determines these things. He determined the facts. 
When Mike Smith resigned as chairman of Synergy, Mr Smith told The West Australian on 24 July 2014, and 
I quote — 

“He told me that he had already offered the job to someone else,” Mr Smith said. “He told me the name 
of the person, he told me they had declined. 
“I was clearly presented with a fait accompli and an inappropriate process.” 

What did the minister say on 12 August 2014? The West Australian reported him as saying — 
“This is not true. I never offered the role of executive chairman to anyone.” 

We have to believe his word over that of Mike Smith. Why would Mike Smith not tell the truth? Then there was 
the resignation of the other three Synergy directors. I put in a freedom of information request on this matter quite 
some time ago. I remind the chamber that on 12 August 2014 the minister commented on this issue and members 
can look at that. He said that these people had resigned because of the question of his wanting an executive 
chairman. It is true that they mention that in their letter, but concerning their achievements as members of the 
board they also say — 

This has been achieved with a dysfunctional board, the issues around which you are well aware, and 
have been briefed on previously but which have not been addressed. 
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I remind the chamber that the minister came in here and said that he did not know the details of the problem and 
had left it to the chairman to resolve them. Then came the killer punch from these three senior business people in 
Western Australia. They conclude their letter to the minister by saying — 

For any relationship to work in a government trading enterprise there needs to be mutual respect and 
trust between the Minister and the Board. In the absence of this we have no alternative but to resign. 

Let me make that clear. They are saying very clearly — 
… there needs to be mutual respect and trust between the Minister and the Board. In the absence of this 
we have no alternative but to resign. 

There was no trust and no mutual respect. That was the dysfunction this minister was overseeing. We cannot, of 
course, forget that in September 2013, after merging Verve and Synergy, The West Australian carried a story 
about the minister saying he would de-merge them. On 26 September 2013 he said in the chamber — 

I undertook an interview with a bunch of journalists, some of whom are up in the press gallery. Did 
I say that I had a grand plan? No. Did I write down a plan? No. 

Clearly, who else could the minister blame but the media? I remind people also that, after the directors had 
resigned, when the minister was on his way into cabinet and was asked by an ABC journalist whether there had 
been resignations, he confirmed the resignation of the chair but made no mention—even though he had been 
specifically asked—about the other three directors resigning. What did he tell Parliament on 12 August 2014? He 
said — 

People have asked why we did not announce to the public that people had left the board. At the first 
instance I could get to cabinet, which is the proper process, I addressed it, and I announced it 
immediately thereafter. 

However, cabinet does not have to be told that people are resigning from the board. There is no obligation to 
take that matter to cabinet before the people of Western Australia are told. 
This minister has a pattern. When he makes a mistake, when he gets things wrong, he does not come into the 
chamber and say, “Yes, I made a mistake. Yes, I got that wrong. I’ve learnt a lesson. I’ve looked at that matter. 
I could’ve handled that better.” No; he comes in and makes an excuse—he did not do it. He is the “I didn’t do it” 
boy. That is his answer to everything that is raised with him. It is never his fault. As a parent I know, and I am 
sure every parent knows, that when the little kid is in the room and there is paint on the wall and the kid is 
covered in paint and, we ask, “Did you do that?” The kid says, “I didn’t do it.” That is the minister. Is it not 
great? He says, “Oh, well, this is all about driving costs out of the system.” The fact is that the subsidy going to 
the electricity system has gone up under the current government, not down. It is larger now than it ever was 
under Labor. I make this point too: on a number of occasions the Premier has complained that in his view there 
were $80 million in losses at Verve before the current government came in. Have a look at page 61 of this year’s 
Synergy annual report where it shows the profitability of the generation business unit of the merged Synergy. 
Guess what? It shows that there is a $787 436 000 loss for the generating business unit. That is what Synergy’s 
annual report shows, which the minister tabled in this house during the last two-week sitting period. If 
$80 million was bad, surely $787 436 000 is worse. 
Now we come to the question about these companies writing to the minister raising complaints about Synergy’s 
anti-competitive behaviour. It is interesting that in his letter dated 3 July 2015 to ERM Power, the minister 
says — 

I have recently tabled the Economic Regulation Authority’s Report on the effectiveness of the 
Electricity Generation and Retail Corporation Regulatory Scheme and the Government’s response to 
the findings of that report. 

That is the report that he said was “an embarrassment”. He reckons it was an embarrassment. Does he say that to 
ERM when he writes back to it to say, “Oh, well, don’t you worry about that, the ERA’s looking after stuff”? 
No; he refers to it. That is his defence against the complaints raised with him by these businesses in 
Western Australia. His fig leaf is the report that he claims is an embarrassment. The only embarrassment in this 
endeavour is the minister’s behaviour. I make the point again that these are complex issues but the minister was 
warned in advance by everyone: do not merge the two companies and then create artificial ring fencing; it will 
not work. Guess what? It is not working. There is a $787 million loss in the financial year just finished, the most 
recent financial year. If the minister thinks it is a success when the generating business unit has lost $787 million 
in one year, I would hate to see a failure. 

DR M.D. NAHAN (Riverton — Minister for Energy) [3.09 pm]: I thank the member for Cannington for the 
questions. This is the trashcan approach to debate—get every possible thing that he can about the member and 
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throw it out there! Next he will talk about the colour of my hair, the shape of my shoes and whether or not 
I touched my nose. He should try to stick to the issues, because energy policy in this state is a really big one. 

When we came into government members opposite tried to airbrush this issue out of reality. If we listened to 
Labor, it was never in government—at least in respect of energy. The facts are that Labor undertook a reform 
back in the other decade: debate started in 2001–02; reform was put in place in 2006; and it is an abject failure. It 
cost this state billions of dollars—billions of dollars—and it was an abject failure. Labor was warned, too. In 
2006, the subsidy in the south west interconnected system to consumers was $60 million and it peaked out at 
$400 million last year. 
Mr W.J. Johnston: It was on your watch. You did that. 
Dr M.D. NAHAN: Yes, we inherited a system that was dysfunctional. 
Several members interjected. 

Dr M.D. NAHAN: It was; it had excess capacity. 

When Labor put the system together, it spent $150 million building a costly dinosaur, so we are in the business 
of fixing it. We are making decisions. Members opposite might not like those. So what? They should come up 
with some useful input to the process or get out of the way. They should get out of the way, as they have nothing 
to add. They were out there defending the system Labor put in place. According to them, we inherited a system 
that was working perfectly. We had the Breslin report on a review of the system from one of Australia’s leading 
energy experts. That was discussed with everybody. We put the data out there. It shows that the objective of the 
review was multiple-fold, but primarily to bring in private sector competition to drive down prices. A private 
company came in but the prices went up. Labor promised in this house—Hansard states—that the former 
Minister for Energy had a target of reducing prices by eight per cent. They have gone up by over 70 per cent, 
despite the fact that we increased the subsidy from $60 million to $450 million. Why did we have to do that? It is 
because the system we inherited was completely dysfunctional. Now we have a system that Labor set in train 
that led to more than 20 per cent excess capacity. Most of the excess capacity contracts were signed under Labor. 
Labor wanted the private sector to come into the energy system. Fair enough. It could not sell anything, so it had 
Verve Energy and Synergy sign take-or-pay contracts. It therefore had a large amount of additional capacity put 
in place by the private sector—it bragged about it—with about $2 billion to $3 billion worth of new investment. 
However, all of the risk was borne by taxpayers and electricity consumers. We have now, as a result of Labor’s 
reform, the most costly wholesale price for electricity in the country. 

Mr W.J. Johnston: You did that. 

Dr M.D. NAHAN: Labor put the system in place. 

Mr W.J. Johnston: You are crackers! 

Dr M.D. NAHAN: Labor put the system in place, and we are fixing it. All the member for Cannington does is 
whinge. In fact, he has been whingeing about things and just said, “You should’ve listened to us, you shouldn’t 
have put Verve and Synergy together.” He was down at the Chamber of Commerce and Industry of 
Western Australia the other day saying that disaggregation was a failure. 

Mr W.J. Johnston: No, I didn’t! 

Dr M.D. NAHAN: Yes, he did. 

Mr W.J. Johnston: That’s rubbish! 
Dr M.D. NAHAN: He said that disaggregation was a failure. 
Mr W.J. Johnston: That’s just bullshit. 

Withdrawal of Remark 
The SPEAKER: I want you to withdraw that statement, please, or I will call you to order for the first time. 

Mr W.J. JOHNSTON: I withdraw. 

The SPEAKER: Thank you. 

Mr P. Papalia: He shouldn’t lie to the house. 

The SPEAKER: Member for Warnbro, did I hear you just say what I think I heard you say? 

Mr P. PAPALIA: He cannot just lie to the house, Mr Speaker. 

The SPEAKER: Right, well just be very mindful about using the term “lie” in here—okay? 
Mr P.C. Tinley interjected. 

 [3] 



Extract from Hansard 
[ASSEMBLY — Tuesday, 13 October 2015] 

 p7152f-7163a 
Speaker; Mr Bill Johnston; Dr Mike Nahan; Mr Mark McGowan; Mr Colin Barnett; Mr Fran Logan 

The SPEAKER: Thank you. I think you know what I am saying. Thank you. 
Debate Resumed 

Dr M.D. NAHAN: We know when people have nothing to say where they go! Members opposite have nothing 
to say. We are in the process of fixing up their mess, and it is going to take a while. We are putting Synergy and 
Verve together again and we are driving efficiencies in there. Yes, we are hiring consultants to help us do that. 
Yes, we are on track to pull out $900 million in subsidies to the system. We are on track to eliminate the subsidy 
altogether in about three or four years, and allow competition and choice among retailers. Those aspects require 
reform, they require decision-making, they require ideas, they require consulting with the whole industry, and 
that is what we are doing. 

We are also reforming the electricity market. We have a strange market here in that we pay people to install 
capacity and pay them a generous amount even if they do not generate a single electron. We have excess 
capacity of at least 1 000 megawatts that is costing us hundreds of millions of dollars—a legacy of Labor. We 
also pay people to promise to not turn off the electricity through demand-side management; according to the 
Labor system, we pay them $65 million a year and they do not have to turn off a single light bulb. 

Mr W.J. Johnston: Stop paying them any money! 

Dr M.D. NAHAN: They do. The member for Cannington has been a shadow minister for more than two years 
and all he can do is look into the rubbish basket rather than get into the policy. 

Mr W.J. Johnston interjected. 

The SPEAKER: Members! 

Dr M.D. NAHAN: We are in the process of reforming the market. We will have a review of the reserve capacity 
mechanism, which addresses the pricing of the capacity, the manner in which it is purchased, and indeed the 
demand-side management in a month or so when we do the reform. We are also moving Western Power to the 
Australian Energy Regulator, and that will force Western Power to make substantial changes to the way in which 
it does business. Western Power hired consultants, and paid them obviously, to look at the impact on 
Western Power of moving to the AER. The evidence is that it will have to reduce its operating and capital costs 
by between 20 per cent and 30 per cent—saving the state and of course electricity consumers hundreds of 
millions of dollars a year. We are pursuing that. It is called leadership. It is called making decisions. 
Mr P.C. Tinley: Delusional! 
Dr M.D. NAHAN: It is not delusion. The delusion is that those guys opposite are actually across their brief. 
We are in the process of making major reforms to Horizon Power. We have cut the operating costs of Horizon 
substantially by $100 million a year. We are focusing Horizon on delivering in the non-integrated systems and 
being world leaders in delivering a combination of traditional and renewable energy to isolated systems. We are 
also in the process of — 
Mr F.M. Logan: You’ve just got to do something. You’ve stuffed it up. 
Dr M.D. NAHAN: I think anybody with any brain would rate me better than the last energy minister. 
Mr W.J. Johnston: We agree! 
Dr M.D. NAHAN: The last Labor energy minister. 
Several members interjected. 
The SPEAKER: Members! Right, minister. 
Dr M.D. NAHAN: The last Labor energy minister, we all know, did not have a clue. 
Several members interjected. 
The SPEAKER: Member for Cannington! 
Dr M.D. NAHAN: One of the mistakes of Eric Ripper, a good man generally, was to pass on the mantle of 
managing the energy system, a system that was fundamentally flawed, to a person who had no capabilities or 
interest in understanding the system—and we are in the process of reforming it. We have to make tough 
decisions sometimes. As to the board of Synergy, Mr Smith was a good chairman. I did not tell him that we were 
going to put on an executive chairman. I said that I was thinking about a range of things. The proof of the 
pudding is: do we have an executive chairman? 
Mr W.J. Johnston: Yes, you do. 
Dr M.D. NAHAN: No. 
Several members interjected. 
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The SPEAKER: Member for Cannington! 
Dr M.D. NAHAN: That people left the board was unfortunate but I tell you what: the chairman and the board 
that I have now are superior to the last one, and they are doing an excellent job. The chairman and board are 
superior, and they are getting results.  
Mr M. McGowan interjected. 
Dr M.D. NAHAN: They are. 
It requires making decisions. This is an extremely difficult portfolio to manage. We are not only trying to fix 
a faulty system with grotesque excess capacity and high costs, but also doing it in the context of fundamental 
reform in the energy system worldwide, including the introduction of renewables. Under our watch, the 
installation of rooftop solar has increased almost from zero—admittedly, it was a nascent technology in 2008—
to pushing 400 megawatts installed capacity and growing right now at an annualised rate of 45.5 per cent. That is 
not just coming out of thin air; it is the result of policy initiatives—us. People on the other side like to criticise us 
for feed-in tariffs and for not promoting renewables. Along with South Australia, we have the most rapidly 
growing installation of rooftop solar in Australia and one of the most rapidly growing in the world. Most of the 
photovoltaic is assisted by the renewable energy buyback. We are promoting it like no-one else. At the same 
time, it comes at a cost because we have excess capacity, particularly in the traditional generation contracted by 
Synergy and Verve primarily under the previous government. We are not only dealing with the revolution of 
renewables, but also steering through it, promoting it and expecting to take advantage of it both in the 
metropolitan and rural areas. This is not an easy one, but, I tell you, I think that under our leadership, given the 
challenge that we faced because of the mess that the Labor government left—the cost it imposed on people in 
terms of higher electricity prices and the subsidy it imposed on taxpayers because of its failed system, which, by 
the way, it was warned not to put in — 
Mr M. McGowan: A system that you voted for. 
Dr M.D. NAHAN: I was not here, mate. 
Several members interjected. 
The SPEAKER: Members! 

Dr M.D. NAHAN: That system failed, and could it come at a worse time, given the revolution that hit us in 
renewables and the high cost of production? We will come through this with prices lower, subsidies eliminated 
and the state not carrying the can for all the private sector generators—that is, subsidising them and underwriting 
the risk. We will get private sector involvement into this business and it will not only own and generate electrons 
but also undertake and carry the risk for it. The major flaw of the previous system was the state carrying the risk 
for the whole electricity system without controlling it. If the member for Cannington wants to look in the rubbish 
bin to find failings in what I have said and done, so be it. Just get on with it and produce a better system for 
electricity consumers, households and businesses, to drive down costs in the price of electricity and remove the 
subsidy. That is what we are doing. 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [3.23 pm]: What a pitiful, pathetic and 
subdued defence. I have never seen anything as weak as that. The minister’s principal defence—and the main 
thing he said that is true—is that he is doing a better job than his predecessor. His predecessor, 
Hon Peter Collier, was responsible for the $417 million loss when he signed up people to the solar feed-in tariff 
without date stamping the applications. All these applications came in after the cut-off date valued at 
$417 million. There should be a royal commission into that. Hon Peter Collier was responsible for that. There 
was the $330 million that was invested in the Muja power station upgrade, which the minister said would cost 
nothing, and that all the risk was taken by the state. In conjunction with the National Party, he was also 
responsible for the Pilbara underground power project, which blew out by $119 million because he did not 
realise the ground was hard. But what is the current Minister for Energy responsible for? He tried to rip up the 
contracts he signed with people for solar power. That was his baby. He broke his promise — 
Dr M.D. Nahan interjected. 
Mr M. McGOWAN: You are an oddball! Please be quiet. 
Dr M.D. Nahan interjected. 
Mr M. McGOWAN: You are an oddball! Please, everyone knows—just be quiet. 

The minister broke his electricity promise. The Premier broke his promise of price increases at or about the rate 
of inflation. We all remember it. He did not say it was for just one year; he has broken it each and every year — 

Mr C.J. Barnett: No, I did not. 
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Mr M. McGOWAN: Yes, you have. The government has been in office since the last state election, and we will 
continue to remind it of that. 

Admittedly, it is a lineball call between this Minister for Energy and his predecessor in terms of failure in office. 

I will go through what this motion is about. It is about secrecy and incompetence on the part of this minister. 
There are four things that are new today, on top of the past things. First of all, there is the McKinsey 
consultancy. Talk about secrecy! Where is the tender for that? Where is it on Western Power’s website? How 
can a $6 million consultancy be entered into and no-one in the public knows about it, even though the public 
owns the utility? How is it that as part of that $6 million worth of consultancy, $2.7 million can be spent on one 
month’s work? Per working day, that is more than $100 000 a day. That is the equivalent of 20 Queen’s Counsel 
working on this daily in the course of a month. That is the equivalent of 20 specialist doctors working every day 
on this one consultancy that has been put out to McKinsey. Then the minister comes in here and says things like, 
“Oh, well, it’s going to save hundreds of millions of dollars”, but he cannot back that up and he cannot specify it. 
He just says things that come into his head because he thinks it will get him through today’s argument. 
Dr M.D. Nahan interjected. 
The SPEAKER: Minister! 

Mr M. McGOWAN: Please, you are an oddball. Please keep quiet. 
Dr M.D. Nahan: What are you? 
Mr M. McGOWAN: I am quite normal. Honestly, I am quite normal compared with you! 

The SPEAKER: Thank you! Let us get on with the real business. 

Mr M. McGOWAN: The minister makes up these figures, hundreds of millions of dollars of savings, but he 
cannot back that up. This government has entered into another massive consultancy and who knows what it is 
designed to do. We have uncovered it today and the government has given no proper justification for that level 
of expenditure. 

The second thing is that the member for Cannington has spent a year trying to get the resignation letter from the 
members of the Synergy board. Three of them signed it. I will remind people of who they are—Eric Hooper, 
Margaret Seares and Keith Spence. I know Keith Spence well. He was head of the training board when I was the 
training minister. He is one of the most respected businesspeople in this country. Those three members resigned 
from the board. I will quote from the letter that the minister tried to keep secret. It took a year of freedom of 
information effort on the part of the member for Cannington to get this letter. I will quote what they had to say, 
because this is as damning as it gets. This is a letter to the minister —  

We do not support your proposed Executive Chair governance model because it is fraught with 
considerable risk for a government trading enterprise and is incongruent with Australian corporate 
practice. 

For any relationship to work in a government trading enterprise there needs to be mutual respect and 
trust between the Minister and the Board. In the absence of this we have no alternative … to resign. 

In other words, the minister had no respect for them and no trust in them. What the minister said before about the 
other member of the board whom he got rid of, Mike Smith, was basically that his successor is much better than 
he was. That is what he said and the Minister for Energy is nodding. He basically denigrated him as well. He has 
gone through his career denigrating anyone who disagrees with him. He denigrated three senior business people 
who have been successful in business. They have not just talked about it. I do not claim to be a businessperson. 
The minister claims to be an economic genius. Here are people who have actually done it; they have not just 
gone and written columns that they disavow as soon as they get into Parliament. Those three have done it. The 
minister denigrated them and they wrote a letter of that magnitude to the government. The second strike is 
McKinsey and the letter. 

The Auditor General’s reports, which the member for Cannington again revealed today, was the third strike for 
secrecy. The minister has not tabled the reports in this house, as required by law. When the member for 
Cannington asked the minister during question time today where the report was that was due more than a year 
ago, the minister said that it was on its way. It is only a year late. Then the minister said that the report endorses 
everything that he has been doing. However, the Auditor General’s annual report, which is different from that 
report, does not. It criticises what the minister has been doing. That is the third strike in this unfortunate litany. 

The fourth strike is the freedom of information application I put in earlier this year. I note that the 
Economic Regulation Authority released in June this year a report dated March that criticised at length the 
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minister’s re-merger of Synergy and Verve. Here it is. It was released. I will quote one small part of the report. It 
states — 

Following the merger in 2014, Synergy has increased its overall dominance in the market, In particular, 
the combination of its dominance in the generation and retail markets and the fact that it is now 
vertically integrated gives Synergy the potential to use its position in wholesale or retail markets to 
undermine competition from independent suppliers or generators, respectively. 

That is pretty clear criticism by the Economic Regulation Authority of what the minister has done. What did the 
minister say? True to form, he said that the ERA report is an embarrassment on the part of the ERA. This is the 
third time there has been a damning report of the government’s policy, by no less than the ERA, and the minister 
calls it an embarrassment. 

I thought I would see whether anyone agrees with the ERA. I put in a freedom of information request, seeking 
any letters or correspondence to the minister that criticised or expressed concerns about the re-merger of Synergy 
and Verve. Guess what came back? A whole bunch of letters came back from players in the electricity market 
that expressed grave concern about the minister’s management of the electricity portfolio and about the re-
merger of Synergy and Verve. The first one is from ERM Power Ltd. People can google ERM Power. It is a big 
player in the energy market in Australia. It is based in Queensland. I understand that it came into 
Western Australia on the basis of the disaggregation. It wanted to get into the business area of electricity 
retailing following disaggregation. What did it do? It wrote the minister a comprehensive letter full of 
commentary detailing Synergy’s abuse of its market dominance. I will not read all the comments but there is an 
enormous number in this letter. I will read the last paragraph. This should send shivers up the spine of anyone in 
business in Western Australia. It states — 

ERM Power has grown to be the second largest supplier of C&I electricity customers in Australia. It 
has achieved this due to its competitively priced service-based offering. ERM Power, in total energy 
terms, sells considerably more energy per annum than Synergy. However, due to the substantial degree 
of market power and anti-competitive behaviour of Synergy, ERM Power’s retail business is currently 
not sustainable in Western Australia. 

Basically, it is saying that it is going to pull out of this state because of the abuse of market power by Synergy, 
and it details it at length in numerous different ways in this letter. 

A smaller provider called Community Electricity also says the same thing—that is, the abuse of market power by 
Synergy is making its capacity to operate in Western Australia very difficult. 

Another smaller retail provider called Amanda Energy states — 

If customers were being shifted to a subsidised tariff or a tariff that can reasonably be expected to lose 
money for the retailer, despite the customer enjoying a short term gain the outcome has serious 
consequences; 

• Otherwise competitive retailers could be squeezed out of the market. 

• The government suffers an even higher Synergy subsidy. 

• The customer would ultimately suffer with a higher long term cost of electricity due to the 
return of an even stronger near-monopoly market. 

In other words, it is saying that Synergy’s use of market power will force others out and customers will suffer. 

Lastly, I discovered by way of a question in the upper house that another complaint has been made by 
Wesfarmers Ltd that the minister has refused to release. That is the fourth example of a Synergy complaint. The 
government would not release it under an FOI request; I had to ask a question in Parliament. We found out that 
Wesfarmers, via its subsidiary Kleenheat, has made a complaint similar to the others. If the government has 
nothing to hide, it should release that letter so we can find out what Wesfarmers has to say. 

Mr C.J. Barnett: Ask them. 

Mr M. McGOWAN: I put in an FOI request. The Premier has said that I should ask Wesfarmers. I have FOI-ed 
the government and it has refused to release it. I have had to appeal its refusal to release Kleenheat’s letter. There 
are three letters of complaint and there is another one by Kleenheat that the government has not released. That is 
the fourth example of secrecy. 

What was the minister’s defence in answer to the questions he was asked during question time today? His 
defence was that he has asked Synergy to investigate these claims of market abuse by Synergy. He said that he 
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has asked Synergy to investigate these claims of the excess use of market power. That is the most pathetic 
answer I have ever heard in this place. All these major players in the energy industry are complaining about 
Synergy to the minister responsible for it and he has asked Synergy to investigate it. It is unbelievable that that 
was his answer. Then he said that the ERA can look at it. The ERA already has looked at it, and he described the 
ERA’s report, in which it agrees with the companies, as an embarrassment. Then he said that he hopes the ERA 
looks at it again. 

All these businesses have invested in Western Australia and they have sought the minister’s assistance to deal 
with market abuse by a government-owned utility for which he is responsible, and his answer is that he has 
asked that utility to investigate itself and he hopes that an organisation that has already investigated it might 
investigate it again. What an odd response to these issues. These are important issues. We have raised 
four massive issues today. They are not for the trash can, as the minister expressed; they are not even for the 
garbage can. They are important issues that deserve answers. We did not have an answer to virtually any of them 
today. I know the Premier is going to get up. Maybe he can answer some of these questions. 

MR C.J. BARNETT (Cottesloe — Premier) [3.38 pm]: This motion refers to continuing chaos and 
dysfunction in the Western Australian electricity system. I would not use those words, but there is an element of 
truth to them. There is a great deal of confusion and unnecessary complexity. There is a set of market rules and 
regulatory arrangements that are just over the top, and probably very few people in this state would have any 
understanding of them. How did we get to the point of over-regulation and over-complexity and prices being far 
higher than they should be? I want to go back a little in history, because a lot of members in this house do not 
know much of the history of this issue. The Labor Party takes a theoretical, abstract view of the market. It 
believes that if it tries to legislate the theory and the abstract nature, the market will fall into a competitive 
market. What is a competitive market? It is a large number of buyers and sellers of the same product. Are we 
going to get that in the Western Australian electricity market? No. Why? It is because it is a small market, with 
one of the smallest grid systems in the world. 

Mr D.J. Kelly interjected. 

The SPEAKER: Member for Bassendean! 

Mr C.J. BARNETT: The Western Australian electricity market does not even cover Western Australia; it is 
basically Perth and the south west. Probably, along with Hawaii, it is the only electricity grid that is not 
interconnected to other electricity grids. 

Mr W.J. Johnston interjected. 

The SPEAKER: Member for Cannington! 

Mr C.J. BARNETT: Mr Speaker, I am addressing the Chair. I do not think this crowd opposite are going to 
listen, but I am going to make my speech in any case. 

Mr P. Papalia interjected. 

The SPEAKER: Member for Warnbro, I call you to order for the first time. 

Mr C.J. BARNETT: It is a small, isolated electricity system. There is no capacity to get extra or needed or 
emergency power through a grid connection to Victoria, South Australia or New South Wales. We do not have 
that capacity; therefore, we have to have high levels of backup—far higher than any other system in Australia. 
There are economies of scale in electricity. Where is the biggest economy of scale? We do not get economies of 
scale by the number of players in the industry; we get economies of scale by the physical size of the generating 
turbines—the bigger the generating unit, the lower the cost of production. That is the reality, and it is certainly 
true in coal generation and it is less true in gas generation. We get lower costs by economies of scale. If we are 
going to have economies of scale, it means a small number of large power producers. That is contradictory to the 
economic notion of a competitive market with a large number of buyers and sellers, because the engineering and 
the capacity does not dictate that. We need to have a system, if we want efficient, lower-cost energy generation, 
because we cannot get large numbers of buyers and sellers in a market. Therefore, we need to get the economic 
efficiencies of scale and have in place a regulatory regime, because electricity is in large part a natural monopoly 
and therefore requires some regulatory framework. 

I will take members back in history very briefly. In the late 1980s—I am going back a fair way—there was a big 
debate in this state about a shortage of new generation capacity. The Labor Party was in government and it could 
not resolve the issue. The issue was the Collie power station. Bob Hawke as Prime Minister said we would build 
it, but 10 years went by and it was never built. Under the former Richard Court–led government, the first issue 
that was resolved was to build the 300-megawatt Collie power station to get the economies of scale of large 
generating units. I understand that it is the most efficient coal producer in the system today. At that point, the 
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whole energy industry, not just electricity, but electricity and gas production, distribution and retail, was totally 
under the control of the State Energy Commission of Western Australia. It was a totally government-owned and 
controlled monopoly. There was debate about opening up the system and bringing in competition, but a few 
things needed to happen before that. First, we had to deal with the situation of shortage of capacity. That was the 
Collie power station. The Liberal–National government of the day resolved that issue and built the power station, 
which secured energy supply. The most important thing is a secure energy supply. 

The next thing to do was to start to bring in competition in a practical way. The first move was to separate gas 
from electricity. We at least had gas and electricity in competition. That was not there under SECWA. At least 
gas was out there competing. The next move was to privatise gas and get some private entry into an industry that 
only a couple of years earlier had been totally government owned. There was a private gas competitor, Alinta, in 
the marketplace, and it was the first element of competition. 

Mr D.J. Kelly interjected. 

The SPEAKER: Member for Bassendean, I call you to order for the first time. 

Mr C.J. BARNETT: As the 1990s went on, the debate was about our electricity prices being higher than prices 
in the rest of Australia—and they were because of those isolation factors. If one wants to bring down electricity 
prices, one cannot just bring in a bit of economic theory out of an economics 101 textbook. That will not do the 
job. There needs to be real savings in power generation and distribution. So what happened? Some of the things 
that happened included phasing out underground coal mining, which is very expensive. It was very controversial, 
and at the time the Labor Party opposed it. Underground coal mining went, which reduced the cost of coal. The 
goldfields gas pipeline was built, which brought gas from the north west through the Pilbara and into the 
goldfields, and immediately private power generators were created because they had an economic, efficient fuel 
source in natural gas. That brought down the cost of generation for principally the mining industry. There was 
also the hydroelectricity project in the Ord River, but that is a distant market. A phased deregulation of the 
industry was started. Many in the industry said that it was happening too slowly—that was their point of view. 
For both electricity and gas, the right of private producers to come into the market was accommodated by 
bringing down the threshold. If the market was of such a size, then private producers could come in. That was 
a program of progressively deregulating the market. Members opposite say that there are no private power 
producers. The first private power producer in the metropolitan area was Mission Energy at Kwinana. Alcoa and 
others started to bring in private generation in an orderly way. Similarly, there was competition coming into the 
gas industry because—again, no textbook theory—at a meeting in Melbourne, there was a disaggregation of the 
North West Shelf gas supply contract, and all the North West Shelf gas, in terms of the domestic market, was 
sold to the former SECWA and it controlled it. Now, because of the renegotiation of those contracts, gas 
producers can sell independently to Hamersley Iron, to BHP or to Alinta. That is real competition, by real 
negotiation and real projects. 

That went on, and as a result of those real economic changes, not theoretical, textbook stuff, that reduced costs 
and increased competition and the distribution of gas around the state, between 1993 and 2001, what happened to 
electricity prices? It occurred only in one year; I think it was 1997. Nothing changed in electricity prices between 
1993 and 2001, except for 1997, when they went up by 3.75 per cent in one year. There was seven years with no 
changes to electricity prices, and only one year with an increase, which was basically in line with the inflation of 
the year. That was real progress. During that time, do you know what? Alinta was operating privately — 

Mr F.M. Logan interjected. 

Mr C.J. BARNETT: Look, come on! 

Mr Speaker, do you know what happened to the profitability of the utility—the combined Western Power? It 
traded profitably every year without increasing electricity prices, and it paid a dividend to the state that the state 
could use on schools, health and whatever else. That is real reform, and it was not finished; it still had further to 
go. There were 1 000 redundancies at Western Power, principally out of coal operations. Again, real reform and 
real cost savings. That is why electricity prices basically did not increase for eight years, and we were getting to 
a competitive situation. Then in came the Gallop government, which was theoretical—what would you 
expect?—going on the principles of the Carnegie report as that government understood it. I think Rod Carnegie 
actually had a better understanding. The Gallop government brought in the theoretical proposals and split the 
system up assuming it would work economically in a small market. In doing that, the Gallop government’s 
whole argument was that it would bring in private power producers and that it would be competitive. Some of 
the private power producers were already in the market operating efficiently and actually producing and selling 
electricity. What was the result of the so-called Gallop and Ripper reforms? At the end of the day, it happened 
pretty quickly. They were warned by report after report that it would cost the state hundreds of millions of 
dollars. I think one report put it at about $600 million at a minimum—and that is exactly what happened: they 
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took a profitable utility and a market that was being progressively deregulated and turned it into the chaos that 
the Minister for Energy is still trying to unravel today. Members opposite sit there interjecting, as they do, that 
we put up electricity prices. Yes, we did, but what did the Labor Party go to the election with in 2008? It was a 
program of 10 per cent increases in electricity prices over seven years. That was the Labor Party’s policy. 

The former Labor government got into a situation of electricity price stability and profitable utilities and went to 
the election in 2008 saying that prices would go up by, I think, 10 per cent for seven years. The former 
Labor government wrecked the industry. It put in such a complex system of regulation and market rules that the 
electricity market is now a complete mess. It got more private power producers, but how did it do that? It did not 
do it by opening the market in a sensible way. It contracted private power producers and built up the capacity 
beyond the demand so that today we are left with a legacy of paying capacity payments to private power 
producers that do not produce electricity. How stupid is that? That is what the former Labor government did. 
Even today — 

Mr W.J. Johnston: Don’t do it. Stop it! 

Mr C.J. BARNETT: It hurts, does it not? The truth hurts. 

Mr W.J. Johnston: Stop doing it. Don’t pay them anymore. Stop them right now. 

The SPEAKER: Thank you, member for Cannington. You made your point. 

Mr C.J. BARNETT: The member opposite — 

Mr W.J. Johnston interjected. 

The SPEAKER: Member for Cannington, I call you to order for the second time. 

Mr C.J. BARNETT: The member opposite interjects and says stop paying them. There it is; there is the 
admission. The former Labor government entered into contracts to have companies produce electricity to create 
an image in the electorate that its policy had worked and the independent producers had popped up. Of course 
they popped up. It is a contract that is so lucrative that companies get paid for building capacity whether they use 
it or not and whether they sell or produce electricity; and they do not, and they do not today. The former 
Labor government artificially manufactured what it believed was a competitive market. It is anything but 
competitive, because it subsidises producers that do not produce an electron of electricity. What a foolish and 
wasteful policy. 

Mr P. Papalia interjected. 

Mr C.J. BARNETT: The member may bleat on as he wishes. 

The minister has a hell of a job in trying to get our electricity system back into order. I agree there is chaos. We 
have had to endure the public wrath of putting up electricity prices. How do members reckon I feel, having 
worked through the 1990s with no electricity price increases, to see the chaos that this government has had to 
deal with? That is the reality. Members opposite need to come to grips with that. Rather than running around 
acting as in-house lobbyists for private companies, they ought to get on with the real public debate about 
electricity reform. 
Mr M. McGowan: You should withdraw that. 
Mr C.J. BARNETT: The Leader of the Opposition has come in here advocating for private producers. That is 
what he has done. His whole speech was about advocating for private producers that the former 
Labor government set up contracts with that are financially advantageous to them but expensive for the taxpayer 
and dysfunctional in the market. 
Mr P.B. Watson interjected. 
The SPEAKER: Member for Albany, I call you to order for the first time, and the member for Churchlands for 
the first time. 
Mr C.J. BARNETT: There we have it. That is all I intend to say. We cannot ignore history. The Labor Party 
cannot come in here, having absolutely wrecked the electricity system in this state — 
Mr P.B. Watson interjected. 
The SPEAKER: Member for Albany, I call you to order for the second time. 
Mr C.J. BARNETT: The former Labor government created a chaotic set of rules that no-one can understand. It 
turned a profitable utility into a loss maker and it left a billion dollar debt legacy for the state from what it did in 
the electricity market. 
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There have been problems in recent years—I would not deny that—because we are dealing with a system in 
which the government has virtually no control. It is out there operating chaotically. People are getting paid for 
not producing electricity; bureaucrats and board members are making all sorts of rules that are dysfunctional, 
contradictory and inefficient. The minister now has the job of untangling that. It is harder for the government to 
untangle that than it was for the former Labor government to make a complete mess. I think the opposition has 
a real hide coming in here advocating on the part of some electricity producers that get money for nothing. 
Where is the opposition’s morality and understanding of the industry? The Leader of the Opposition has no 
understanding of the industry—none at all. 

MR F.M. LOGAN (Cockburn) [3.54 pm]: I thought the Premier was going to defend his minister, but instead 
he gave us a walk down memory lane. Clearly, from what the Premier has said to this house, not only has he not 
defended his minister, but also he has agreed with our argument. He has said to the house that, yes, the system is 
in chaos. That is what the Premier said. That chaos has been caused by whom? Who has been in power for the 
last seven years? 

Dr M.D. Nahan: You! You! 

Mr F.M. LOGAN: Who has been — 

The SPEAKER: Right! Are you finished? 

Dr M.D. Nahan: Yes. 

The SPEAKER: Thank you. 

Mr F.M. LOGAN: Who had the opportunity to change the market rules? The government did. Did it change the 
market rules? Yes, it did. It changed the market rules, and the Premier says that they are complex, confusing and 
chaotic. The Premier should look behind him, because the Minister for Energy is the one who changed the rules. 
What has the change of those rules resulted in? The Leader of the Opposition referred to letter after letter stating 
that the power that Synergy has in the marketplace, because of the amalgamation of Verve and Synergy, 
completely undermines the Western Australian electricity market. 

Earlier the Premier and the Minister for Energy talked about subsidies. Do they know what those letters state? 
They refer to the government subsidising the manipulation of the market by offering prices for electricity lower 
than the generation costs, lower than the public wholesale prices. That is where the subsidy is. The taxpayer is 
subsidising lower electricity prices to undercut other players in the market, and now we know why electricity 
prices are not going down. We understand it quite clearly. The issues that were brought to this house this 
afternoon were about the behaviour of the Minister for Energy in his role as minister for electricity. It talked 
about him complying with regulations that require him to bring a report to this house 21 days after it has been 
published. He has not done that. It is the minister’s own regulation that requires him to do that. It is the 
minister’s regulation that he introduced into this house, and his answer to this house, when questioned about 
where that report is, was that it is coming. That is just unacceptable. 

What did the minister do when he was criticised by the Economic Regulation Authority about the uncompetitive 
nature of the market that the minister has created? He dismissed the report of the Economic Regulation 
Authority, criticised the ERA for even coming out with the report, and complained about the cost of the report—
it was $400 000; it should not have come up with that type of report. The reason the minister did that is that he is 
the most thin-skinned politician who has ever walked into this house. The minister takes any criticism of himself 
personally and thinks it is an attack on him, rather than dealing with the issue in front of him. 

Division 
Question put and a division taken, the Acting Speaker (Mr P. Abetz) casting his vote with the noes, with the 
following result — 
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Ayes (16) 

Ms L.L. Baker Mr W.J. Johnston Mr P. Papalia Mr C.J. Tallentire 
Dr A.D. Buti Mr D.J. Kelly Ms M.M. Quirk Mr P.C. Tinley 
Mr R.H. Cook Mr F.M. Logan Mrs M.H. Roberts Mr P.B. Watson 
Ms J.M. Freeman Mr M. McGowan Ms R. Saffioti Mr D.A. Templeman (Teller) 

Noes (32) 

Mr P. Abetz Ms M.J. Davies Mrs L.M. Harvey Ms L. Mettam 
Mr F.A. Alban Mr J.H.D. Day Mr C.D. Hatton Mr N.W. Morton 
Mr C.J. Barnett Ms W.M. Duncan Mr A.P. Jacob Dr M.D. Nahan 
Mr I.C. Blayney Ms E. Evangel Dr G.G. Jacobs Mr J. Norberger 
Mr I.M. Britza Mr J.M. Francis Mr S.K. L’Estrange Mr D.T. Redman 
Mr G.M. Castrilli Mrs G.J. Godfrey Mr R.S. Love Mr A.J. Simpson 
Mr V.A. Catania Mr B.J. Grylls Mr W.R. Marmion Mr M.H. Taylor 
Mr M.J. Cowper Dr K.D. Hames Mr J.E. McGrath Mr A. Krsticevic (Teller) 

            
Pairs 

 Ms J. Farrer Mr T.K. Waldron 
 Mr B.S. Wyatt Mr D.C. Nalder 
 Mr J.R. Quigley Ms A.R. Mitchell 
 Mr M.P. Murray Mr P.T. Miles 
 Ms S.F. McGurk Mr R.F. Johnson 
Question thus negatived. 
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