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ELECTRICITY INDUSTRY 
Grievance 

MR A.D. McRAE (Riverton) [9.38 am]:  My grievance is to the Deputy Premier and Minister for Energy.  This 
week the minister announced ongoing developments in Western Australia’s electricity industry, covering all 
aspects of that industry from energy sourcing through to generation, transmission and wholesale and retail 
aspects of the energy market.  Western Australia has a different history and profile in its energy market from that 
of other States in Australia and, indeed, from other electricity markets throughout the world.  That is first and 
foremost characterised by the fact that Western Australia has fewer than two million people in a jurisdiction of 
more than 2.5 million square kilometres.  That, of itself, produces extraordinarily unique demands on our system 
and provides the State with opportunities.   

One of the other major characteristics defining the performance and operation of our energy market is our 
extraordinary primary resource base, in minerals as well as in energy, which covers everything from petroleum 
products to gas, coal and, possibly more controversially, uranium.  Here is a State with its own set of 
circumstances and unique needs.  In many ways it is an island energy market, cut off from the rest of the 
country.  Unlike the much more heavily populated and industrialised triangle of New South Wales, Victoria and 
the south east of South Australia, we have no opportunity, under current technical constraints, to link up in any 
real sense with the national energy market.  The responses we will have to produce will need to be uniquely 
Western Australian.   

I do not say this in a Yes Minister sense, but I congratulate the minister for the courage he has shown in pursuing 
energy reform in the face of many competing interests.  Putting aside party politics for the moment, across the 
spectrum of the community in Western Australia there is a wide variance in views on energy reform.  That is 
evidenced by the headline to the article on the minister’s energy reform proposals on page 9 of today’s The West 
Australian.  The headline is “Power split risks revenue”, and the subheading reads - 

Ripper concedes that electricity break-up could cost WA $330 million 

In the way of media reporting of complex events, I suspect that that headline and the subheading simplifies some 
of the debate and the issues we are confronted with to the point at which it nearly becomes meaningless.  I would 
appreciate it if the minister could provide some further comment on that, and elaborate on whether “Power split 
risks revenue” is an intelligent way to understand the reform challenges facing Western Australia.  I also draw 
the attention of the minister to the short debate that occurred yesterday during question time, and the exchange 
over the value of Western Power as an asset.  I remind the House that yesterday I interjected and said that the 
questioning by the Opposition demonstrated that its real concern was about Western Power as an asset for sale.  

Mr J.H.D. Day:  It meant no such thing.  The Opposition was taking issue with the value of Western Power as an 
asset of the taxpayers of Western Australia.   

Mr A.D. McRAE:  It is interesting that the member for Darling Range has put that view, because the only form 
that his side has on this is that of calculating an asset owned by the people of Western Australia as a commodity 
that can be sold on the open market.  The Opposition has done that time and again with the people’s assets, and it 
is clear from the member for Darling Range’s question, and the way in which he calculates value, that that is the 
only construct he has - that of a marketplace asset sale.  He cannot characterise Western Power in any other way, 
and all he wants to do is give it an asset sale value.  If the member for Darling Range wants to raise a grievance, 
it is well within his power to do so, but he should let me finish a couple of the points I want to make. 

I am hearing different views, so I would appreciate it if the minister could comment on the views of industry.  If 
there is any view from organised labour, I would be interested in hearing it, though I suspect that we have not got 
that yet.  What are the measures of improved performance and service that will be set out?  These need to be: 
access to reliable energy to people throughout Western Australia; a continued downward trend in prices for 
everybody in Western Australia; an increased mix of renewable and non-renewable energy resources; a 
demonstrated increase in investment in energy infrastructure; and most importantly for gaining the support of the 
people of Western Australia, decent conditions of employment for energy workers.  

MR E.S. RIPPER (Belmont - Minister for Energy) [9.45 am]:  I thank the member for Riverton for his 
statesmanlike contribution to the electricity reform debate.  He is right when he talks about the special 
circumstances in Western Australia.  Some of those circumstances argue for more attention to be given to reform 
in Western Australia than in other places.  The economy is heavily dependent upon the processing of mineral 
resources, and there are enormous future opportunities in that area.  That processing depends on competitive 
energy prices.  That is a special argument for reform in Western Australia, but there are also circumstances that 
will shape the nature of the reform.  That is why the Government commissioned the Electricity Reform Task 
Force to examine the circumstances in Western Australia and to draw the lessons from the worldwide reform 
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program that is taking place in energy markets.  The aim was to discard the bad elements of that program and 
incorporate the best into the plans for Western Australia.  This is part of a worldwide reform in energy markets.  
We cannot do exactly what has been done in other parts of the world, but we must set our reforms in that global 
context. 

Even the Opposition, which has troglodyte views on the electricity supply industry, had a competition reform 
program for Western Power, which sought to reduce the contestability thresholds.  Provided customers used 
more than those threshold amounts of electricity, other suppliers could compete to supply that power.  We have 
had competition, in theory, in the Western Australian electricity system for a number of years.  The problem is 
that it has not been competition in practice.  The program of competition reform introduced by the previous 
Government has been a failure.  A new reform program is needed to bring genuine competition into the system.  
Two broad strategies have been put forward in Western Australian politics for the way ahead in electricity 
reform.  The proposition put forward by the Government is for competition, while the proposition put forward by 
the Opposition is for privatisation.  Yesterday, the Opposition showed an indecent interest in the value of 
Western Power.  It is interested in the value of Western Power because it is interested in the sale price of 
Western Power.  That was confirmed to me when I read the early edition of The West Australian today, and I 
saw that the Leader of the Opposition was canvassing the sale of a power station.  If the Opposition has any 
interest in the value of Western Power apart from its sale price - 

Mr J.H.D. Day:  You are privatising in another way.  

Mr E.S. RIPPER:  We are privatising in another way, are we?.  We are not proposing to sell a power station, 
Western Power or any of its successor organisations.  The value of Western Power is not the key issue.  I could 
substantially increase the value of Western Power tomorrow by removing all possibility of competition, 
reinforcing Western Power’s monopoly position and doubling electricity tariffs.  That would increase the value.  
What an absurd proposition that would be!  The key issue is not the value of Western Power; the key issue is the 
contributions of Western Power and its successor organisations to the economy of this State through competitive 
electricity prices. 

I will now deal with some of the other issues that have been raised.  The Opposition appears to be concerned 
about threats to the ongoing revenue payments to the State.  What a laugh!  It was not concerned about that when 
it privatised AlintaGas.  In any case, let us examine this revenue question.  The comments on revenue appear to 
rely on the Deloitte analysis that was commissioned by Western Power.  A number of cautions must be given 
regarding that analysis.  Firstly, Deloitte analysed a lot of scenarios, not all of which were recommended by the 
Electricity Reform Task Force.  Therefore, we need to look at that part of the Deloitte analysis that analyses a 
scenario that is close to what was recommended by the Electricity Reform Task Force.  Secondly, the Deloitte 
analysis included, as costs of reform, costs for continuing with the existing reform program.  In other words, 
some of the costs that would be incurred if the Government went down the path that it is going down now, which 
it inherited from the coalition, have been included in the Deloitte analysis as costs of reform.  Thirdly, the 
Deloitte analysis was a static analysis, not a dynamic analysis.  Therefore, it did not take into account reductions 
in costs that would be brought about by the operation of competition. 

I will start with where those costs were.  Deloitte said that the costs might be $175 million in net present value 
terms, which I set against a billion dollars in economic benefits in net present value terms.  However, some of 
those costs, in terms of payments to the State, were misleading because they included existing costs for the 
existing reform program.  The most important point is that the analysis was a static analysis, not a dynamic 
analysis.  Treasury’s advice to me is that if the effects of competition are taken into account in reducing prices, 
the value of the entity and the stream of payments to the State could be greater than the values we are getting at 
the moment. 

Another point that Deloitte failed to take into account was competition policy payments.  This State gets 
competition policy payments of $73 million a year from the Commonwealth.  A substantial proportion of those 
competition policy payments would be at risk if we did not go ahead with electricity reform. 
Finally, a billion dollars in net present value of economic benefits means increased revenue for the State through 
increased economic activity.  Treasury says that that is about $15 million a year.  Therefore, that puts paid to the 
question of payments to the State being a barrier to electricity reform. 
 


