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ELECTRICITY INDUSTRY AMENDMENT BILL 2019 
Second Reading 

Resumed from an earlier stage of the sitting. 

MR D.T. REDMAN (Warren–Blackwood) [3.00 pm]: I will pick up from where I left off before 90-second 
statements. I was talking about the impact this bill will have on the south west interconnected system. One component 
was not anticipated—it came out of the blue—and is not something that I will fight over, minister. When a set of 
poles and wires in a deteriorating state is up for replacement in an area with a relatively small number of customers 
at the end of a line—in some cases, only one customer—Western Power would normally be constrained by 
regulations to replace those poles and wires with a new set. However, once this bill passes, Western Power will 
have the scope to at least give consideration in the appropriate decision-making process to a standalone power 
system as a potential source of energy for that customer. That is the scope for Western Power for people who are 
already connected to the grid. However, an issue remains for people who are not connected. The only option for 
them will be to connect to the grid with poles and wires at a considerable cost. This is an emerging issue for 
regional Western Australia, although it is not a new issue. We in the Nationals and on this side of the house support 
strong regional equipment initiatives and do not want public utility settings that constrain the expansion of regional 
Western Australia. What might loosely be called the headwork costs—the new connections—can be quite 
substantial. In our mind, that can constrain regional development, particularly in those parts of the state that are 
experiencing organic growth. I think the state has an obligation to allow organic growth to occur. I can understand 
taking a different approach for a leapfrog development that would entail a significant investment by the state. 
However, where growth is occurring in a managed and sustained way, it makes sense for the costs to be kept at 
a fair and reasonable level to support our regional development objectives. That is one of the challenges when 
considering the next steps to take. 

The Economics and Industry Standing Committee’s inquiry into microgrids found that there is the potential for 
consumer protection issues when moving to alternative energy sources and modifying community-owned 
arrangements. Certainly, in this case, state-owned assets will have that potential. I do not have access to the sensitive 
information that the government has about Western Power’s network ownership structures. Our policy going into 
the last election made sense, but that will not be the position of the minister, I am sure. Consumer protection issues, 
whether applied through regulation or through state-owned structures, are important. 

I will take some licence and talk about the future network, which will be hugely important. New technologies can 
provide an alternative to connecting to the network. If they do provide an alternative to connecting to the network, 
those who get their energy from an alternative energy source will not contribute to the network charges, and that 
is a big issue. We do not want people disconnecting from the energy grid en masse because that would mean fewer 
people sharing the cost of the network. Regional areas, as a proportion of the customer base, are a higher proportion 
of the network. I think 52 per cent of the network supplies to something like two or three per cent of the customer 
base. This will be an increasing issue. We will still need to move electrons around. I am not sure whether we will 
need the big transmission lines that we used to need, given that energy will come from different sources, but we will 
still need the grid. Incentives to maintain connections to share the cost of the network will be important, particularly 
when new technology comes on stream. We know from trials that a lot of that technology is now playing 
a significant role in enhancing and supporting the network. 

The Nationals will support this bill. We will raise a number of issues, such as those the member for Bateman highlighted, 
in the consideration in detail stage on behalf of our constituents. We want to see the opportunity for technology to 
play out in the network, which is based on a very old model. Given those changes, this legislation certainly goes 
one small step towards assisting in the better delivery of services, particularly for reliability issues in some of the 
thinner parts of our network. 

MR R.S. LOVE (Moore) [3.06 pm]: I rise to talk about only one aspect of the Electricity Industry Amendment 
Bill 2019. I am not across all the details of the information on the Pilbara. I rely on the wise judgement of the 
member for Warren–Blackwood to guide our party on those matters. I will talk about the final part of the bill that 
relates to facilitating new technologies in Western Power’s network. The minister’s second reading speech states — 

Separate to the Pilbara reforms, and also included in this bill, are amendments to facilitate the use of 
standalone power systems and energy storage devices in Western Power’s network. 

I highlight that in 2014, when I was newly elected to represent Kalbarri, there were a series of disastrous power 
outages in that town. As a result, Western Power looked at all the maintenance it had done. It had put silicon on 
the lines yet the power source was unreliable. It got to the point at which the town was chock-a-block full of orange 
and white generator boxes because Kalbarri had a completely disastrous summer during the school holidays and 
Easter was looking problematic. I pay tribute to the then Minister for Energy, Hon Mike Nahan, because I presented 
a grievance to the Parliament about that very matter. After that grievance, he thought about the issue, had some 
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discussions and approved government funding to develop what might be called a microgrid in Kalbarri, based 
roughly around the development of a battery storage device in the town. Under the Liberal–National government, 
significant local generation from a private source was to go into that device. That would have meant the town 
could be isolated from the grid. The town is on a very long feeder line. I will comment on something the member 
for Warren–Blackwood said about those lines in a minute. The proposal was to have a significant source of local 
energy production. The line could then be used to flow electrons north and south so that if there was an excess of 
electricity, that could flow into the grid and be bought by consumers further south.  

That was really good. Unfortunately, the current project is not quite so good, because all there is is a battery and 
after a couple of hours the power disappears. It will help to meet many of Western Power’s regulatory outcomes 
because it takes out a lot of those little spikes, brownouts et cetera, but it does not account for the lengthy outages 
that might go for up to a week. They cannot be guaranteed to not happen; whereas, under the other plan they may. 

Throughout that process, I had the opportunity to talk to Western Power’s CEO—there have been a number of 
CEOs in that time—and many others about the issues that Western Power faced to put this battery in place. This 
was seen as some sort of test to see how far they could go with the regulations—stretching it far enough so they 
could have a storage system in Kalbarri. I am very pleased to see this. I assume from my discussions with the 
member for Warren–Blackwood that this will indeed help facilitate matters in future and make it more simple. 
Another town where this is also happening is in Perenjori where there is a battery storage system that relies on the 
grid to keep it charged, but with encouragement for the local community to put in place solar power et cetera to be 
fed back into that. A couple of towns in the midwest could have also benefited from this technology, but I believe 
more local generation is needed in both cases. Anyway, it is a good start. 
I am pleased to see that the bill provides for more frequent local generation in the future. I think of other towns 
such as Mullewa, where there has been a long run of disastrous power outages, and Dongara, the town where my 
office is. Quite often my staff go home because there is nothing they can do when there is no power. Oftentimes 
we are told that there will be no power due to a planned power outage; then it does not happen but we go home 
anyway, only to come back the next day to find there is no power then. These are little problems that happen in 
country towns. There are now two feeders running in to Dongara and the power is a little more reliable than it used 
to be. It is the same for Jurien Bay, Cervantes and other coastal communities, which have been badly affected 
previously. Some things can be done on the network to improve power reliability, but putting in things like these 
storage devices and having more local power generation is a very, very good way of doing that. 
I will now talk about standalone power systems. Standalone power systems may have been introduced by this 
government, but they were being talked about well before. I am pleased the government has rolled them out and 
I compliment the minister on the 57 that are in the process of being rolled out at the moment. That has been a great 
outcome instead of having long spaghetti-like feeder lines as there are in country areas. My farm in Badgingarra used to 
be on the very end of a feeder line. It came from Moora, via Dandaragan, and meandered its way to Badgingarra and 
a whole heap of farms before finally ending up at my place. If there was a fault anywhere on that system, there would 
be no power on my farm. Sometimes the provider would think that the system was fine because there was power 
everywhere else, but we would have no power. We could often go five or six days at a time without power. As farmers, 
we had to put in place our own mechanism to deal with that, in terms of generators et cetera. Due to the unreliability 
of that system, as a farmer and resident I would now never go to Western Power for an extension of a system in that 
area. If we wanted to put in a bore and we needed power, we would put in solar power. If we wanted to put a house 
in an isolated section of our land, we would put power in with batteries, which are cheaply available from many 
independent sources. I do not think Western Power should go hunting down that road unnecessarily. There are plenty 
of other companies that can do new installations and the costs for Western Power to get into that space would be a bit 
over the top; I would leave that to the private sector. But if somebody wanted a connection, I guess they would be 
entitled to ask for it and Western Power would have to provide it. But I suggest there are far more cost-effective ways 
of doing that than using Western Power, which provides the Rolls–Royce of power. I have a system on the farm that 
cost me about $19 000 and it works fine. I dare say, a Western Power system would be a lot more expensive. 
I want to question something that the member for Warren–Blackwood said. I think he said that we should make 
sure that people continue to contribute to the distribution network just because it runs past their area; is that what 
the member was saying? 
Mr D.T. Redman: No, it is not. 
Mr R.S. LOVE: That is good, because there is a whole network running through miles and miles of places where 
people used to live, where they do not live anymore, that may be de-energised. That cannot be removed very easily 
because it is a capital cost and is there just in case somebody wants to connect. There is a view that there is a power 
system there and people can use it. Standalone systems are a great way of providing that “in-case mode” if somebody 
wants that. I believe that that unnecessary infrastructure should be removed because I do not know how keeping 
that in place is an efficient way of running the system. 
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I am very pleased to see the changes in the bill and I commend that section of the bill to the house. 
MR W.J. JOHNSTON (Cannington — Minister for Energy) [3.14 pm] — in reply: I appreciate the support of 
the Liberal and National Parties for the Electricity Industry Amendment Bill 2019. I look forward to having 
a conversation in consideration in detail, but I will just go through a couple of things. The first is that the temporary 
access charge in the Pilbara is not a tax; it is a charge. There was a court decision on the east coast that made that 
clear. This is not a tax. If it were a tax, the Clerk would require that the bill be put in two parts, because we cannot 
introduce a tax in one bill; there must be a standalone bill. The Clerk clearly agrees with the government that the 
TAC is not a tax—I just wanted to make that clear—it is a charge. The bill will be recovering costs and is designed 
to recover the financial costs borne by Horizon. I am happy to go into detail on that, but it is trying to recover the 
costs created by the South Hedland power station, which significantly increased Horizon’s fixed costs in the Pilbara. 
The problem is that when Horizon lost customers to other providers, those fixed costs remained. Of course, we do 
not want customers of alternative providers unnecessarily paying higher costs. We are not recovering all the costs 
of Horizon; we are covering about two-thirds of the cost. That gives Horizon an incentive to continue to reduce its 
costs because it has to bear about a third of the costs. 
I also want to make it clear that there will be no increase in price for those contestable customers, because they 
will only move if their new bill is lower than their existing bill. Their new bill will be the charge from their new 
provider plus 10¢. They will only move to that new provider if their new charge plus 10¢ is lower than their existing 
charge. Customers will pay more than they theoretically have but they are still going to be paying less than they 
actually do. Does the member see the point I am making? 

Mr D.C. Nalder: My concern was more that if Horizon played games with the asset assessment and that then 
pushed prices up. 

Mr W.J. JOHNSTON: That is the regulatory asset base question. I will get to that in a second. 

Mr D.C. Nalder: I was combining the whole lot into one. 

Mr W.J. JOHNSTON: The RAB and the TAC are different things. 

Mr D.C. Nalder: Where they can’t be competitive? 

Mr W.J. JOHNSTON: That is correct. The RAB is in respect of fixed assets. We are recovering it through the same. 

Mr D.C. Nalder: You’re just combining it? 

Mr W.J. JOHNSTON: Yes, but the TAC is just for existing fixed costs for the operation. The biggest thing is the 
South Hedland station. It will be reviewed annually and has to be approved by the Treasurer. There is an 
expectation that it will decline over time, and that is the position we have taken to industry. 

Mr D.C. Nalder: As they drive efficiencies? 

Mr W.J. JOHNSTON: As Horizon performs better over time and as the generation profile changes over time. 
For example, imagine there was a new block load in the Pilbara that took on the obligations of the South Hedland 
power station. We could get that obligation off the book of Horizon and, therefore, there would no longer be an 
issue. Unfortunately, of course, the problem is that some block loads in the Pilbara have been looked at and the 
costs are so high that operators would rather build a new plant rather than take on the South Hedland plant. That 
is one problem. That deal is so out of the money it will continue to cause trouble for a long time. However, the 
member is absolutely right: we will not go above 10¢, and we hope that over time it will reduce. With regard to 
why we chose the cap at the level we did, when we were discussing this internally, I asked, “What would 30 per cent 
of volume in the north west interconnected system be?” This was the figure—1 200 megawatt hours, which means 
that 30 per cent of the load will be contestable. When contestability started in the south west, it was not at 50 megawatt 
hours; it was a much higher figure. We have chosen that figure because there has to be enough for the competitor 
to make it worth their while. We thought that 30 per cent of volume was a fair enough figure; I asked what it would 
be, and that was the figure they came up with. It is absolutely the expectation that that approximately 1 230–megawatt 
hour figure will come down over time. 

Mr D.C. Nalder: Just with that 30 per cent, is that five per cent of customers, 10 per cent of customers? 

Mr W.J. JOHNSTON: It is 30 or 40 customers; it is quite a small number of customers. 

Mr D.C. Nalder: I imagine it is a small percentage, but a large volume. 

Mr W.J. JOHNSTON: Yes, large volume. I have some advice here. Obviously, we do not want to say exactly 
who the customers are, but it is 30 to 40 customers. There are some large industrial loads, port loads, a few other 
big operators and a couple of large supermarkets, to give the member a picture. 

Mr D.C. Nalder: Supermarkets qualify? 
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Mr W.J. JOHNSTON: Large supermarkets, yes. It is the north west; large supermarkets have a large load, with 
freezers and stuff, and then, of course, the air-conditioning load is pretty big up in the north west. That is the idea 
of the temporary access contribution. It is not a tax; it is a charge. If it were a tax, it would have to be in a standalone 
bill. We had advice that we could actually do it administratively, but for a range of reasons, including transparency, 
we have decided to include it in the legislation so that there can be no doubt about its parameters. 

In respect of the regulatory asset base and the access charges, the light-handed access code will set out principles 
under which network prices will need to be set. Horizon Power and other network businesses that will, in the future, 
be subject to regulation will need to publish how they adhere to these principles. Network pricing will be based on 
negotiation between access seekers and, initially, Horizon. If the parties cannot agree on a price, an independent 
arbitrator will determine efficient prices in accordance with the pricing principles. 

It is a light-handed process because to go through a full access arrangement like Western Power does would mean 
that the cost of regulation would be so high as to be ridiculous. We have tried to make it a simple process so it is 
nice and easy. The initial RAB will be specified in the light-handed access code at the start of the regime. We are 
seeking independent advice from the Western Australian Treasury Corporation to scrutinise Horizon’s proposal 
for its initial RAB. Advice has been sought on different options and impacts on prices for customers. The value 
will be set with reference to certain principles that are outlined in the light-handed access code. These consist of 
accepted economic principles that are routinely applied in the regulation of third party access to infrastructure. 

It is a lot easier here, because there are only two parties. In the future there might be more, but it is basically just 
Horizon and Alinta at this stage. Energy Policy WA has worked very hard to come to an arrangement that is not 
overly prescriptive, because that would increase costs, but that provides a proper outcome for the parties seeking 
access. It has been reported to me—I do not know what has been said to the member—by Alinta that it has found 
Horizon to be much more engaged over the last short period. There have been certain management changes at 
Horizon. We have extended the interim arrangements in the north west interconnected system once, and that was 
done in a cooperative fashion between Horizon, Alinta, Rio Tinto and the others that are impacted by those changes. 
We have had quite a good level of cooperation getting to this point. Obviously, we would like to get this done as 
quickly as possible—nudge, nudge, wink, wink, upper house!—because if we can have it enacted by 1 July, we 
will not have to do another temporary set of changes for the north west interconnected system. 

Mr D.C. Nalder: Just on the base evaluation, is the assessment an independent assessment? 

Mr W.J. JOHNSTON: It is independently assessed by Western Australian Treasury Corporation. 

Mr D.C. Nalder: Okay. 

Mr W.J. JOHNSTON: With regard to the standalone power systems, the first thing I will say is that if a person 
wants to disconnect from the network and install their own standalone power system, they are welcome to do so. The 
member for Moore said that he has a $17 000 unit that is not provided by government. He has made that arrangement 
himself and uses it for whatever purpose. Any farmer can go and do that right now, and if it is a new connection, 
they can do it themselves. Of course, it would mean that they would not get the benefit of Western Power providing 
it as part of their bill from Synergy. What happens with standalone power systems is that Western Power cannot 
bill the customer. The customer will still be billed by Synergy and there will be a commercial relationship between 
Synergy and Western Power to recover Western Power’s costs through Synergy, in the same way that they do for 
other infrastructure that Synergy uses. 

The advantage of this over what the member for Moore has is reliability. They say that the difference between 
95 per cent reliability and 99.8 per cent reliability is a whole lot of money. This is a network reliability standard 
for a standalone power system, so of course they are much more expensive than the $17 000 unit. The good news 
is that the first 57 will be cheaper than the six that I think the member for Riverton did when he was minister, and 
we expect the next 100 to be cheaper again than the first 57; we think we can drive costs down. 

On page 128 of the report of the microgrids inquiry is this chart that the member should have a look at. I have it 
here, and I will table it in a minute, but I will talk to it first. It is one of my favourite pieces of paper. It is a heat 
map showing the costs of connection on the Western Power network. We can see that the lovely dark green in the 
metropolitan area represents less than $10 000 over a 30-year connection. The dark red out in the wheatbelt 
represents more than $240 000. We can see that there is an embedded subsidy from metropolitan Western Power 
customers to wheatbelt Western Power customers—it is 24 times the amount. That is not a negative; I am not 
saying that that is a bad thing, I am just making that point. But because of that very high cost of service in the 
wheatbelt, even if it is expensive to put in network-equivalent infrastructure, it is still cheaper than replacing the 
poles and wires; it would cost $240 000, plus maintenance, over 30 years. The figure we all quote is, I think, 51 to 
52 per cent for three per cent of customers. There can be a very significant reduction in overall costs by putting 
these in. Of course, people are not going to rush out and do it tomorrow because it is only at the point at which 
replacement would otherwise take place. 
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Interestingly, after the recent Yanchep fires, the CEO of Western Power made the point that even though the feeder 
line into Yanchep was completely burnt to the ground and there was no capacity to carry anything, it had the line 
back up within 36 hours, which is an extraordinary achievement and just shows us how good those linesmen are 
who work for Western Power. Of course, we put the lines back up because that is the kit that is sitting in the 
warehouse. Maybe in five or six years’ time we will have different options. What we might do when that happens 
is put temporary generation in while we do a plan to create a microgrid, because that might be a better outcome 
than spending the money on replacing the poles.  

As the technology becomes more mature and more embedded in the business, we will be able to make better 
decisions about how to respond to the changing nature of the grid. They call it de-meshing the grid, if that is the 
right term. They now have a grid planning tool that drives the way they look at the engineering, and they can see 
that it will break up into smaller and smaller parts. It will be more nuanced. There will be different solutions in 
different locations. The Kalbarri microgrid was, of course, kicked off by the member for Riverton when he was 
a minister. I am not sure what the member for Moore was talking about, because we are just implementing the plan; 
we have just about finished that. There is a network battery for Perenjori, which, as the member said, is the best. 
That is not a microgrid, but Kalbarri is a microgrid. 

The member raised private generation. People can use private generation today to join the network. There is no 
legal question about private generation joining the grid. As the member for Riverton knows, most of the generation 
over the last 20 years has been privately owned. If somebody felt they could make money by sticking a generator 
somewhere, they could test that up and see whether they can make a business out of it. 

I will table that document now—it is worth having a look at, if the member is interested. 

[See paper 3260.] 

Mr W.J. JOHNSTON: In respect of the rolling out of standalone power systems and the implications for the grid, 
it is not about winding back the grid; I think that was the term that the member for Warren–Blackwood used. It is 
about applying the right technology at the right location. I am not quite sure about the member’s question about 
new connections. 

Mr D.T. Redman: On the grid, as you grow, there are fairly substantial headwork costs for new customers to 
come on. Where it is organic with natural expansion, I would have thought there is a state obligation to pick that 
up. I can understand if you are leapfrogging. That is an issue that is emerging. 

Mr W.J. JOHNSTON: The challenge is that, in the regulatory framework, Western Power cannot pay for 
infrastructure unless it is required by the grid. The challenge is that where there are new obligations and new load is 
coming onto the grid, in theory that new load should pay for the upgrade. The challenge is when it is an incremental 
upgrade that leads to significant additional cost. This is a challenge right across Australia. It is one of the big 
debates in the regulatory space. What the member is saying is that if his neighbour has a standalone power system 
and he cannot be connected to the grid because the wire no longer runs near enough to him to be connected to it — 

Mr D.T. Redman: Yes. I am talking about expansion. If a business wants to come onto the grid, in many cases the 
cost of connection in metropolitan Perth is very different from the cost of connection in regional Western Australia. 

Mr W.J. JOHNSTON: Yes. But that is a function of the cost of connecting in different locations, if the member 
sees what I mean, because each customer is expected to bear the cost of their own connection. 

Mr D.T. Redman: Of course, and we are saying that is constraining regional Western Australia. 

Mr W.J. JOHNSTON: Of course, but that is actually the aim of the regulatory framework. The aim is to drive 
efficient use of the infrastructure. That is one of the challenges. If we move away from that, we potentially end up 
with inefficient use of the infrastructure, which pushes up the average cost. 

Mr D.T. Redman: Unfortunately, the whole of the infrastructure is in Perth and nowhere else. It is very centralist 
in itself. 

Mr W.J. JOHNSTON: It is about who pays. The idea is that additional infrastructure is paid for by the users of 
the additional infrastructure. It is a challenge in the whole area of fixed asset regulation. In the gas pipeline industry, 
the goldfields pipeline is unique because it is partly covered and partly uncovered. The whole debate about that is 
currently live today in the Economic Regulation Authority with the owners of that asset. There are no simple 
solutions in the fixed asset space. 

Dr M.D. Nahan: Can you comment on the battery issue and what is included and what is not? 

Mr W.J. JOHNSTON: It would probably be easier for me to do that in consideration in detail. The whole point 
here is that we are trying to recognise more parts of the system for Western Power in its regulated asset base. That 
is the trick here. Western Power has $1 billion or whatever a year of regulated income. The more we can use that 

https://www.parliament.wa.gov.au/publications/tabledpapers.nsf/displaypaper/4013260a2e5d1f52843d15e6482585290031939d/$file/3260.pdf
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to do things, the better it is. We have to try to reduce the average cost of service by using what we are doing anyway. 
If Western Power does more of this and less of that, we can bring down that average cost. 

Dr M.D. Nahan: These are common themes across Australia. This was the debate at the national level to try to 
facilitate and address the natural monopoly issue. Is some of what you have drawn on in this bill drawn on from 
national issues? 

Mr W.J. JOHNSTON: We are in advance of everybody else. I met with Energy Networks Australia last year 
some time, and it made the point that this is really a Western Australian story. Tasmania and Victoria are not going 
to have many of these standalone systems. New South Wales might have 100 or 200. South Australia might have 
a few hundred. Queensland will probably have a couple of thousand. We will end up with 6 000 or more. It is 
a Western Australian thing. There is a real business opportunity here, and we are trying to work with the private 
sector, through Western Power, to make sure that the business opportunities are executed in Western Australia, for 
the future as well. 

Taking on board the comment from the member for Warren–Blackwood about the ownership of Western Power, 
I make the point that one of the reasons we can move ahead of the game here is because we own it, so we do not 
need to have a debate about who does what and who sends the bill. On the east coast, there is always a debate 
about is it network, is it retail, is it a new model, and how do we provide competition? As I say, if somebody wants 
to do it themselves, they can do it now. There is nothing to prevent somebody from doing it themselves. It is just 
that if they do it through us, for them it will be at low cost, because they will just have to pay their electricity bill, 
and the benefit for the network is that we are reducing the cost to serve our most expensive customers. 

I think that is it, unless I have missed something.  

Mr D.C. Nalder: There is a broader question, and it is probably a bit hard to deal with this in consideration in 
detail, but it is around the pricing mechanism for the two-thirds of the volume who sit below. Is there is a risk that 
Horizon Power will put the cost burden on them to subsidise up above to retain the 30 to 40 in the top third? 

Mr W.J. JOHNSTON: Horizon’s cost stack is very big. It is clearly significantly higher than the cost stack of its 
potential competitors. 
Dr M.D. Nahan: It is substantial. 
Mr W.J. JOHNSTON: It will be interesting. This is the same debate we had about the amalgamated Synergy. It 
is not worth doing a regulatory framework for a couple of hundred megawatts, if the member knows what I mean—
it would not make any sense—but we are going to continue to drive Horizon to try to reduce its costs. I made the 
point the other day in Geraldton with the Acting Speaker (Mr I.C. Blayney) that the great news is that for the first 
time ever, technology is moving in Western Australia’s direction, because these new renewable technologies are 
now being done at a lower price, so we can make sure that we can take advantage of all that. 
I told members that this is my favourite piece of paper. My second favourite is a book that I have been given — 
Mr D.T. Redman: The microgrid inquiry report! 
Mr W.J. JOHNSTON: Yes, of course! No. It is a list of costs to serve for Horizon. That drives the decision-making. 
We then know, with the energy transformation strategy for the SWIS, how much it will cost to provide electricity 
to any particular location in the state. We, effectively, have only one balancing point. If we had more balancing 
points, we could make better investment decisions. Effectively, we now know that better for Horizon as well. We 
have a better understanding of its cost structure and, therefore, how we can use technology to drive out costs. 
Thank you all very much. I look forward to having a conversation in consideration in detail. 
Question put and passed. 
Bill read a second time. 
Leave denied to proceed forthwith to third reading. 

Consideration in Detail 
Clauses 1 to 3 put and passed. 
Clause 4: Section 3 amended — 
Dr M.D. NAHAN: I want to go through a few general points to understand the definitions. I do not have any problem 
with the definitions per se, but I want to explore what is and is not included in the definition of “stand-alone power 
system” on page 6. Paragraph (b) of the definition reads — 

which are not connected to another electricity network (other than that of the customer or customers); 
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If a farm has a Western Power network going to it now and the network needs some upgrading, either demanded 
by Western Power or the customer, under this definition the standalone power system has to be disconnected from 
the grid; is that the issue? If so, why? 
Mr W.J. JOHNSTON: Yes, that is correct. If it is still connected to the grid, it is not a standalone system. Of 
course, the technology could be used, but it would not be a standalone power system. Western Power is getting 
into the business of creating electricity, which, as the member knows, is not what it does. Therefore, there has to 
be a restriction on Western Power not to compete with people who otherwise provide electricity. This is the 
mechanism to do that. It has to be disconnected from the grid and not feeding back into the grid. 
Dr M.D. NAHAN: My experience is that, at least initially, people might want a grid connection and a standalone 
system. I will give a couple of examples. Farm A or business A is on the grid now. If it is connected to the grid, it 
does not have to be a system of the same scale, potentially, as a standalone system. That is one issue. The second 
issue is that once the grid has been cut out and a standalone system has been put in, other farmers who might expand 
in the future are locked into standalone systems. There will be issues of scale. I stand to be corrected on this, but 
I think a standalone system would not have the scale of throughput that the grid distribution system would have. 
Once the grid is cut, future extensions to that grid would be locked out. 
Mr W.J. JOHNSTON: I appreciate the point that the member is making. I think it is part of the point that has 
been made by the member for Warren–Blackwood. The member is probably correct. The point is that the cost of 
providing the power through the grid is no longer the lowest cost option. Therefore, it would be more expensive 
not to disconnect the grid. Does the member see what I mean? This is now a lower cost option. People will have 
to think about what they will do for expansions and new demand in the future, but whatever that is, it will not be 
just keeping the grid up, because the grid is not the lowest cost option anymore. 
Mr D.T. REDMAN: Further to that line of questioning, Bannister Downs Dairy is an example in my electorate; it is 
just out of Northcliffe and is fairly isolated. It has quite a big load and it had a fairly substantial expansion recently. 
It had to upgrade its power source because of a capacity issue. It was already connected, so it was a capacity upgrade. 
It was going to be charged a sum in the hundreds of thousands of dollars. As it turned out, it assessed its load and it 
knew that it would be a big payer, so it came in pretty cheap. That highlights the hybrid option, which is, even having 
a thin line that does not carry the capacity to the facility, it still might be cost-effective for Western Power to put 
in a battery of sorts if there are varying demands over the day. That might be more cost-effective than upgrading 
the lines. I wonder whether there is scope in this legislation that would allow for that hybrid-type option in which 
new technology could be brought to bear significantly more cheaply than a capacity upgrade. That could cater for 
the spikes in load that, within a dairy, would be at different times of the day, but is not a consistently large load. 
Mr W.J. JOHNSTON: I want to emphasise that the expectation is that in a decade there will be 6 000 of these. There 
are 1.2 million connection points—I think that is the right figure. It is close enough. We are talking about a very 
small number compared with the whole thing. A dairy will not be served by a standalone power system. Under the 
current regulatory framework, Western Power could already put in a battery to support that type of situation. 
The Walpole situation was one of these things. One of the problems in Kalbarri was the big swings between summer 
and winter. The whole idea of the microgrid is to overcome the peculiarity of a particular feeder. This is not about 
those types of situations. This is about an individual customer—an individual farmer or an individual house. 
A farmer might have a shearing load at a certain time of the year that is significantly larger than it is at other times 
of the year. I saw a small one of these out at a factory that served electric fences. It was pretty small. These are not 
intended to provide power to a large facility such as a dairy. This is for an individual farm. 
Mr D.T. Redman: They could put in a big battery to augment that supply. 
Mr W.J. JOHNSTON: Who knows? I am not an engineer. There will be a lot of engineering solutions. This is 
aimed at low-load individual customers and when it is appropriate, based on the alternative, because it is not as 
though Western Power is just going to run out and do it. In theory, with the six that were done by the member for 
Riverton and the 57 that we have done, the wire is still there, because that way they are still connected to the grid 
and they meet all their tests. This is to get away from that issue. Interestingly, when the people in Esperance who 
got it from Horizon Power were first offered it, nobody wanted it, and now it is what people prefer. As members 
know, I went down and saw them. 
Mr D.T. Redman: They took so many years to get off their old systems that they just — 
Dr M.D. Nahan: You mean “get on”. 
Mr W.J. JOHNSTON: No, they used to have these—what are they?—48-volt systems. 
Mr D.T. Redman: They were 32-volt systems. 
Mr W.J. JOHNSTON: They were 32-volt systems, and they spent all this time getting on to the 240, and now we 
are cutting the 240. 
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Mr D.T. Redman: See the history. 
Mr W.J. JOHNSTON: Yes, we can see the history. But I went down there to do the formal ribbon cutting. If the 
best alternative is to have a hybrid system, that is still going to be available. Currently, standalone power systems are 
effectively excluded. I suppose the challenge at the moment is that Synergy could do them, Western Power could not; 
however, Synergy can only send people the bill for the A1 or whatever regulated tariff, whereas Western Power 
has access to the regulated income that the Economic Regulation Authority allows. This stretches the costs over 
more people and is therefore a more effective outcome. 
Dr M.D. NAHAN: I would just like to explore Western Power’s role. If one goes to a farm and puts in a standalone 
system, Western Power is there because it is going to provide a higher reliability than if someone did it themselves 
at a higher cost. 
Mr W.J. Johnston: Yes. 
Dr M.D. NAHAN: Western Power can stick it on the regulated asset base and average it across the grid. That 
should be a positive for the people in the wheatbelt. 
Mr W.J. Johnston: Yes, and in the city too. 
Dr M.D. NAHAN: Yes, to the extent that it is required. The purpose of this is to take the grid away. 
Mr W.J. Johnston: Yes. 
Dr M.D. NAHAN: Why? Is it just a regulatory impediment? 
Mr W.J. Johnston: No. 
Dr M.D. NAHAN: The grid exists now and it provides a secondary backup. All these standalone systems have 
batteries, solar, gas or diesel, or whatever. A fourth—the grid—would be good. 
Mr W.J. JOHNSTON: Yes, I can explain that. This is a specific set of circumstances. If a grid continues to be 
there, it is going to have to be maintained; therefore, the costs are still there. Members will remember that I tabled 
a paper that stated that the 30-year cost of connection is over $240 000. If we put in the standalone power system 
and left the grid there, there would be no advantage, because we would still be paying for the maintenance of the 
line. It is a choice, because we have to get the saving, and the saving is not having the line. There is an advantage 
for the farmers because they can get the cropping area back from underneath the line, and that can be quite significant. 
It improves not only safety, but also reliability. The member for Moore talked about the challenges of being at the 
end of the line, and why he did it himself. One gets away from all that, because one has the reliable power from 
the system rather than the wire. It also reduces the bushfire risk. At the moment, one of the challenges is that if 
a transient hits the line and it trips, we cannot even look at the line if it is a high–fire danger day, so we go 36 hours 
without having the line re-energised, which is what happened up in Geraldton. Obviously, Western Power’s first 
priority is to not burn everybody’s house down or start bushfires. That is another advantage. There is less bushfire 
risk; improved safety on farms, because there are no overhead wires to catch farm machinery; the farmers get 
cropping space back, because they do not have to leave space for the passage of the overhead infrastructure; and 
they get much improved reliability because the power is coming from outside their house rather than 500 or 
600 kilometres away in Collie. 
Mr D.T. REDMAN: This is really just for the record. Can the minister confirm that in moving from a poles and 
wires solution to a standalone power system solution, there will be no changes to the tariff arrangements for the 
customer? Secondly, who will send them the bill? 
Mr W.J. JOHNSTON: Yes, the tariff question is completely separate, and Synergy will continue to send the bill 
because Western Power cannot retail electricity. That is fundamentally why we have had to do this—we had the 
challenge of who gets the advantage. Western Power is getting an advantage because it is lowering its average 
cost, but Synergy still needs to bill its customers. 
Dr M.D. NAHAN: If a farmer decided for their own reasons that they would like to have the line continued, they 
could make the decision to put the standalone power in themselves, like the member for Moore did, and maintain 
the grid. Is that true? 
Mr W.J. JOHNSTON: Yes. I mean, people can do this today. Except for the very fringe-of-grid, I think there is 
a very, very strong reason why people would want to stay connected to the grid. I think it is a better outcome. But 
these are unique circumstances. Remember, I am talking about 6 000 or maybe 10 000 connections over time out 
of 1.2 million. It is not going to be the normal way to get electricity. It is great that we are moving first. We want 
to make sure this better outcome is allowed, rather than having the regulations direct the outcome. 
Mr D.T. REDMAN: A whole heap of points come up once we start opening up the discussion here. There is another 
point now: when a line needs replacement, that is the trigger point under this legislation meaning that Western Power 
will have the scope to offer up an alternative. We know that farmers have different levels of development. There 
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might be farmers who might want to expand in five or 10 years, or if they have children coming back to the farm, 
whatever it might be, and the demand today for their power needs is significantly less than what it may be in the 
future. If there is a decision today by Western Power very separate from the farmer to have a standalone power system 
as distinct from maintaining the lines, in five years, when there is a need to build a big dairy or expand a feedlot—
whatever it might be—which needs substantially more power, is the farmer disadvantaged by this? Indeed, going 
back to the first decision, do they have a choice? As the member for Riverton said, if they wanted to stay connected 
to the grid, would Western Power be obliged to make the necessary investments for them to do so? 
Mr W.J. JOHNSTON: Do not forget that, currently, if a farmer needs to upgrade their infrastructure, they are 
going to get a headworks charge, going back to the discussion we had. If a farmer went from a 10-kilowatt capacity 
to a 20-kilowatt capacity, they are probably going to have a headworks charge for that increase anyway because 
there are probably impacts back through the grid. Because it is a long line, it will probably be more expensive for 
someone in the wheatbelt than it is — 
Mr D.T. REDMAN: Does the consumer have a say in that decision or is it purely Western Power’s economic decision? 
Mr W.J. JOHNSTON: I am talking about the current framework. 
Mr D.T. REDMAN: No, when this comes into place, so when the line is up for replacement, is that just straight 
out Western Power’s decision? 
Mr W.J. JOHNSTON: No, not at this time. Look, in a decade’s time, probably, but not at this stage. We are working 
very cooperatively with people. 
Mr D.T. Redman: Offering people a choice? 
Mr W.J. JOHNSTON: Obviously, Western Power has to make a decision based on the financial position of the 
business, but, no, we are not going places and telling people what to do. This is one of the interesting things: we 
are now getting people asking for them, coming to us and saying, “Why aren’t I getting one?” We think it is going 
to be years before we get into this trouble about people not wanting them. When my friend the member for Riverton 
first offered them down in Esperance, there was resistance. When I went down there the other day to cut the ribbon, 
there was celebration. There has been a marked change in attitudes, but we are not at the stage yet of telling people 
what to do. 
If a farmer cuts the line and has a small system and then needs more power later, they are modular, so the farmer 
can add power later on the same basis as the existing overhead, whereby the customer still has to pay for the 
infrastructure when they change the infrastructure. 

Mr D.C. NALDER: Just further to the member for Warren–Blackwood’s point, along the line, there will be farmers 
at different stages. The point is that it may be that two-thirds of them want to go to standalone, but a third do not, 
for some reason. I imagine that Western Power and Synergy are working on ways to make the system cheaper, 
and there may be incentives for them to do so. But how does that work in a situation where it is not just an isolated 
end of a line; it is actually a line that gets taken out? How does one work through that process of whether one can 
move to it? What choices do people along that line have?  
Mr W.J. JOHNSTON: No. Clearly, because of the costs, it will have to be all in or not. A line cannot be partly 
replaced, because if one-third of customers are with the line, 100 per cent of the customers may as well be with 
the line because it is cheaper to do it that way. But as I have said, at the moment, we are not talking about rolling out 
the first six. We have now done 57. We have announced that we are doing another 100. It is going to roll out slowly; 
we are not forcing this on people. However, the saving is in reducing that 51 per cent figure for the overhead 
providing the three per cent of customers. Imagine if we could take out one half of one per cent of those customers, 
that is 15 per cent of the overhead, and that gets a very significant saving, which is then shared to the system. 
I make it clear that often when these reforms come in, whether it is energy market reform or the 2004 reforms from 
Eric Ripper, there is a question about cost. It is not about reducing costs; it is about making sure costs climb slower 
over time, remembering that today, just like in the past, Synergy does not fully recover its costs, so we are trying 
to reduce the future risks of higher costs. Cost and price in our system are not the same thing. This is a debate 
about costs, not a debate about a price. 
Dr M.D. NAHAN: To understand the process, Western Power would put a proposal to a farmer about increasing 
costs to the grid and it will put a proposal to that party or adjacent parties to move to a standalone system. Then 
the customer has the ability to accept and reject right now. 
Mr W.J. Johnston: At this stage, yes. 
Dr M.D. NAHAN: If the customer wants to have a mixed system with the grid, they can build their own and that 
is their cost. I am just trying to understand the process, that is all. That is all reasonable and we have to go slowly, 
slowly to catch the monkey. We are following where technology is going; it is the appropriate thing to do. If we scare 
the horses, they are going to be hard to catch again, and so I have no problem with this at all. Then the cost to the 
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customer would be no different than the grid. The standalone power system is amortised across the regulatory asset 
base and therefore the charge through Synergy will be the same. It hopefully will be better for Western Power, but 
the customer will not feel any different, unless, of course, they choose a standalone mixed system for which they 
will have to pay for the grid itself. Is that all correct, as I understand it? 
Mr W.J. Johnston: Yes. 
Mr I.C. BLAYNEY: I am curious about farmers opting to go to standalone power. It is an option that is available 
to them. Who pulls the poles and the wires out? Will that be Western Power using a contractor or will a farmer be 
allowed to take it out themselves? Farmers have complained to me about the cost of doing this. If they buy another 
property and there is a homestead there that is no longer used, and the farmers have been paying for the poles and—
as the minister has said, they are a nuisance—farmers have complained to me about the cost of pulling out the poles 
when that time comes.  
Mr W.J. JOHNSTON: At the moment, when Western Power installs a standalone power system—remember, by 
the end of the current round it will be only 63 systems—the wires are still up. At the moment, the way that we are 
doing work around the regulatory problems is to leave the wire intact. The wire is de-energised but it still exists. 
At the moment, that is the situation. In the future, clearly the wire and the poles will not be needed, so after this 
legislation changes, there will not be an obligation to keep the wire and the poles in place. It would obviously be 
better for Western Power if the customer wanted to keep the poles to use them for another purpose because that 
would be cheaper and the farmer could do whatever he wanted with the poles. But, technically, those poles belong 
to Western Power, as do the wires. 
Mr D.T. REDMAN: This is a slight twist on the question from the member for Geraldton. In a circumstance in 
which this decision is likely to be made, and I know that the systems in Esperance and others are a quarter of 
a million-dollar systems. They are very robust. They are just about bulletproof. They cater for fairly big loads—in 
most cases just for a domestic supply and perhaps a shed. I am a bit like the member for Moore; I have an off-grid 
system for my house in Denmark and the full cost of that was $50 000, which is substantially less. 
Another substantial saving for Western Power is—although I did not have grid connection, so that was a big driver 
in the headworks cost—if someone has a connection and there are decisions before Western Power, does the customer 
have the option to take the $50 000 grant from Western Power and take a system that is robust enough for the 
customer but does not actually fall within the remit of the utilities? 
Mr W.J. JOHNSTON: That is a good try, but no. It is not actually a saving because it produces the asset base 
and the customer is not involved. Therefore, no, that is not an option. But we are trying to use new technology to 
provide a better service. If I were a farmer, I would appreciate that. If people want to do their own thing, they can 
do it today. We are not making them do it, but I think they will find that this is the best value for them as a farmer. 

Mr D.T. REDMAN: Western Power does a little forward planning. I am assuming that it has all of these pilots 
happening now. 
Mr W.J. Johnston: No pilots—stage one. 
Mr D.T. REDMAN: I did not think that under the thing it was allowed to do it, therefore, it would have to call it 
some sort of trial or pilot. I thought that was the language one had to use to allow it to happen, but I am not testing 
that. Projecting out the likely take-up as it knows all its customers, have there been any projections on savings to 
Western Power; and, if there are savings, would the minister table those projections? 
Mr W.J. JOHNSTON: No. I have not seen projections of savings. 
Mr D.T. Redman: It doesn’t exist or — 
Mr W.J. JOHNSTON: If there are projections, I have never seen them. But it could be worked out. I think one of 
the challenges is that I would be disclosing how much they would cost and, at the moment, Western Power has not 
disclosed that. There is a saving, but because there are only 6 000 customers, it is not a significant saving. Let us 
assume if the average cost of service is $240 000—which is on the heat map the member has in his report—and it is 
assumed, just as a figure, that we are saving $50 000 a customer. that is $300 million over 30 years. Given the size of 
Western Power, it is important, but it is not core to the business. As I keep saying, it is about trying to avoid future 
costs so we can keep control over the costs to the system, and it provides much better outcomes to the customers. 
With the members for Moore and Geraldton and the member at Walpole complaining about grid reliability, these 
people get metropolitan-style reliability out of these systems. 
Dr M.D. NAHAN: I have a couple more technical questions that I think I could ask elsewhere, but I would get 
lost. How does the Economic Regulation Authority treat this? What we are doing to a great extent is substituting 
operating for capital. I cannot say that I fully understand all the ERA’s processes. It has always maintained the 
regulatory asset base, which is split into a number of sections including maintenance and new works. How is the 



Extract from Hansard 
[ASSEMBLY — Thursday, 12 March 2020] 

 p1345c-1361a 
Mr Terry Redman; Mr Shane Love; Mr Bill Johnston; Dr Mike Nahan; Mr Dean Nalder; Mr Ian Blayney 

 [11] 

ERA going to do this? It is important that it has methodology to make sure there are no impediments to it rolling 
out into the future, and the ERA’s methodology can be an impediment.  
Mr W.J. JOHNSTON: I could not have said it better myself, could I? I will just get out what the member said in 
Hansard in the past, quote what he said about the Economic Regulation Authority and agree with him. I did it last 
time; yes, that is right. The reason we are doing this is to make sure that the ERA recognises this as part of the 
regulated asset base. One of the challenges with the 63 that have been done—the member’s six and my 57—is that 
it is not clear how the ERA would treat it. It is being done through a workaround, which we have discussed, but 
this is to make sure of that before the 005 code happens so that it is clear. Like the ERA does for everything else 
that Western Power does, it will have to make an assessment of the economic efficiency. We think it is only going 
to be small number of customers because they are expensive pieces of kit, but with a 30-year life, they are cheaper 
than renewing the overhead. 
Dr M.D. NAHAN: Another bane in the minister’s portfolio is the safety regulator. It required us to replace all the 
poles. I wish this technology had existed back then as we would have saved hundreds of millions of dollars. Is it 
on board with this also? If so, how has the government made sure it is on board? 
Mr W.J. JOHNSTON: It is not a brand new concept; it is just a new delivery. It is a new name. Many of these 
businesses grew out of the uninterruptible power supply industry. It is well understood that the unique bit that 
Western Australia is doing that nobody else is doing is to get everything to work together as one unit. Solar panels 
are established technology. Batteries are an established technology. A diesel generator is very old technology. The 
trick here is the monitoring and orchestration to get it all working and to give good reliability. There is no challenge 
in the safety regulatory space. 
Dr M.D. NAHAN: An upper house committee report — 
Mr W.J. Johnston: “Unassisted Failure”. 
Dr M.D. NAHAN: Yes; that report highlighted a real weakness of the system. There is no doubt about that. When 
we had a couple of goes at substituting for replacement of the poles and wire, the regulator was rather truculent at 
times. I wonder, for instance, whether it might say that it agrees with the government looking at replacing it with 
standalone systems, but that it has to fix up the grid. Once Western Power gets an edict like it had in the past from 
the regulator, it will have to replace it. Once all the new capital has been put into replacing it, whether they are 
poles or otherwise, the government is locked into it in the future. Could subsequent changes be made to the energy 
safety regulator to facilitate that? 
Mr W.J. Johnston: No, we do not need to. 
Dr M.D. NAHAN: The minister does not think it is necessary to do so, okay. 
The ERA creates its own methodologies. I do not know which organisations advise the minister on energy policy. 
Is somebody else going to make a submission to the ERA on the formation of the policy or is the minister going 
to leave it up to the ERA? 

Mr W.J. JOHNSTON: I love discussing these things with somebody who is deeply embedded in the architecture. 
Of course, now we are changing the code, and so we are able to apply the code, as we have, at the time the 005 comes 
along. Of course, as part of its submission, Western Power will explain what its methodology is and the ERA will 
assess that and make a decision. Without wanting to start a fight with anybody, I was surprised with the 004 code 
that there was a final decision and then a final, final decision. I encourage everybody to have a clearly transparent 
process for 005 so that when we get to a decision, it does not come as a surprise to anybody and we can then just 
implement it without too many hiccups. 
Clause put and passed. 
Clauses 5 to 10 put and passed. 
Clause 11: Section 104 replaced — 
Dr M.D. NAHAN: The proposed section on page 9 relates to the code, and I assume this code is in part 8 of the 
act. Proposed section 104A(4), starting on line 27, states — 

A stand-alone power system cannot be a covered network on its own but it may, in accordance with the 
Code, be treated as part of the covered network to which it is an adjunct. 

I assume that that is trying to differentiate between a microgrid and standalone power system. Otherwise, what 
does that mean? 
Mr W.J. JOHNSTON: It is so there does not have to be a code for each separate standalone power system; they are 
just part of the overall network. Otherwise, we could end up with a bizarre outcome by which there are 6 000 separate 
codes. It is just part of the network; it is not separate. We could imagine there is a standalone power system. 
ABC energy company comes along and says it wants to sell electricity across the network because it is a standalone 
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power system and it wants to put a generator next to the one that is already there and connect to the wires and 
provide power. Obviously, that would be ridiculous, so the standalone power system is part of the broader network. 
Whoever owns the network, it is part of that. 
Clause put and passed. 
Clauses 12 to 18 put and passed. 
Clause 19: Part 8A inserted — 
Mr D.C. NALDER: I have a number of questions so we might jump around a little bit, but I refer to proposed 
section 120H, which is headed “Public comment on amendment or replacement of Pilbara Networks Access Code”. 
Proposed subsection (2) states — 

Before exercising the power, the Minister must make the proposed amendment or replacement available 
for public comment in accordance with subsection (3). 

It also says what the minister must do, but he must have regard to any submission made. Is there any obligation 
on the minister to take into consideration what has been suggested through those submissions? In the past I have 
seen that although a minister must have regard for them, they can totally dismiss them, which is what they tend to 
do. I am trying to understand what is trying to be achieved by this proposed section, because a minister can just totally 
dismiss any submissions from anyone and say the obligations of the code have been met. There may be good 
reasons that some of those suggestions should be taken up. 
Mr W.J. JOHNSTON: It is a question of administration law. If a minister is required by law to publish reasons, the 
decision is dismissible, whereas if they do not, it is not. There is an absolute right to make the decision, and therefore 
the decision cannot be challenged. However, if there is any other arrangement, the decision can be challenged because 
the minister might have been wrong in the reasoning, so we do not want reasoning; we just make the decision and the 
decision is implemented. Of course, this is the power that the minister currently has and has had since 2004, so it is 
an established practice in the Western Australian energy system. I note that there is a much more complicated 
decision process on the east coast. The code over there is made through a process. On occasion—although not 
regularly—I repeal and replace the code for the SWIS. It is not controversial because everybody knows what I am 
trying to achieve and it is done in consultation with the industry, but we do not want to restrict the minister’s capacity 
to do that because we could end up in a potential legal challenge. It is important that it be an unfettered right. 
Mr D.T. REDMAN: I refer the minister to proposed section 120C. I am sure that he has a copy of the explanatory 
memorandum. The last dot point on page 45 of the explanatory memorandum states — 

• In terms of setting the initial Regulatory Asset Base (RAB), a key component in price setting: 
• Horizon Power’s initial RAB will be prescribed in the PNAC; and 
• for other covered networks, the NSP will determine the RAB in accordance with specific 

principles and parameters set out in the PNAC … 
Will Horizon’s initial RAB be subject to the same principles and parameters as set out in the Pilbara networks 
access code? 

Mr W.J. JOHNSTON: Yes. We talked in the second reading debate about the process for establishing the regulatory 
asset base for Horizon. I will get a report that recommends an outcome and explain why there are any variations from 
the specific principles in the PNAC. If there is a particular reason for it being different, that will be explained to me. 

Mr D.T. Redman: So there will be a difference? 

Mr W.J. JOHNSTON: No, I am not saying that there will be; I am saying that if there is a difference, that will 
be explained to me. 

Mr D.T. Redman: So you are not certain whether there will be a difference? 

Mr W.J. JOHNSTON: We are still going through the process at the moment and the access code is not complete. 

Mr D.T. Redman: Can the minister explain why there might be a difference between Horizon’s initial RAB 
and Alinta’s? 

Mr W.J. JOHNSTON: I certainly can. Effectively, two networks will be covered: the Horizon network and the 
Alinta network. The Alinta network is not long. Other networks in the Pilbara will not be covered unless they want 
to be covered. When they want to be covered, a set of rules will have to apply to them. The challenge for a future 
covered network will be very different from the challenges for Horizon’s network. 

Dr M.D. NAHAN: I seek clarity about what will be in and what will be out of the network. I understand that the 
system includes, largely, Horizon’s network and Alinta’s network. That will be the covered system. Under my 
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watch, the negotiations between Alinta and Horizon were often acrimonious and longwinded. In the medium term, 
what is intended to be included in the coverage, and does Alinta agree with the process today? 

Mr W.J. JOHNSTON: It is a great question. It is funny because the map that was put in my folder has a pen mark 
showing the east Pilbara link, which, of course, does not exist, with a question mark next to it! Someone must have 
used the map to explain something to someone else and that is what has been given it to me. That is quite amusing. 

It is a question of the system operation. Obviously, the system operation will be broader but the economic regulatory 
access is the Horizon network and the little bit of the Alinta network access. As the member quite rightly said, that 
access negotiation was acrimonious. The application was made just after the member for Victoria Park took over 
but for the whole time the member for Southern River was the minister there were arguments in the specialist media 
about this. The Western Australian government would love to have more of the Pilbara covered but, let us be 
honest, we have three rail lines next to each other; the level of cooperation in the Pilbara has been limited. There 
are some really exciting opportunities right now. I am talking to a number of businesses about why I think they should 
use a third party access model for the overhead infrastructure that they want to build right now, but I do not know 
whether they will do that. There is no change to the criteria. The shadow minister has been talking to some people 
in the Pilbara and a number of them have told him, I am sure, that they are happy with this because they are not 
being forced into it. 

Dr M.D. NAHAN: I think it is absolutely right to bring in Alinta and then provide a system for others to come in, 
incrementally or otherwise. It is the only way to do it. We must recognise the differences and acknowledge that 
the status quo remains for the contractual arrangements. That is no problem whatsoever. Alinta has only a very 
small network. 

Mr W.J. Johnston: It is not all their assets, just that one. 

Dr M.D. NAHAN: Does it include the Alinta facilities going to the BHP Billiton facility? 

Mr W.J. Johnston: Yes, it is the 22 kilometres they inherited from BHP. 

Clause put and passed. 

Clauses 20 to 25 put and passed. 

Clause 26: Part 9B inserted — 
Mr D.T. REDMAN: The temporary access contribution is a component of opening up the market to the north 
west interconnected system. The minister has described who will not be subject to that, depending on what happens 
in the market and for how long the TAC goes for. One thing that has not been mentioned and that might give 
confidence to those who will be chasing access and will be subject to the TAC is to know that the TAC will not be 
changed to their detriment. I asked in the second reading debate whether consideration had been given to providing 
for an upper limit or even whether the minister could make a statement in Parliament that it is not his intention for 
the TAC to go up. The intention is certainly for it to go away over time. Can the minister give some assurance to 
those who want to move into the market that it will not change to their detriment? 

Mr W.J. JOHNSTON: It is a great question. I have a letter from Jeff Dimery, the managing director and CEO of 
Alinta, dated 13 December 2019, which I will table, in which he sets out Alinta’s report for the Pilbara electricity 
reforms. Obviously, we gave the business a copy of the bill as part of the consultation process. I spoke to him 
personally after the bill had been introduced into Parliament, at least in its finalised form. He had access to a copy 
and I asked him to put his position in writing. I have written to all the potential players in the Pilbara—those who 
own the networks—and invited them to comment. I do not think anyone wrote back but we certainly invited them 
because this is a serious question and we wanted to make sure that there were no negative outcomes, because we 
do not want to get stuck in a political debate about something that we think is very important. I will table this letter 
in a moment. We cannot charge more than the historic cost. Although we have not currently disclosed that amount, 
there is a figure and we can explain that to the people who need to know. The TAC will be 10¢ and I have committed 
that it will not be more than 10¢. It could come down over time but it cannot go up over time. I am being encouraged 
to say that it can be adjusted for inflation. 

Mr D.T. Redman: So no more than 10¢, adjusted for inflation? 

Mr W.J. JOHNSTON: Yes, but the expectation is that it will come down over time. Obviously, Alinta wants it 
to see it come down quickly, just as it wants to see the contestable threshold come down over time. Our undertaking 
is that the cap will be 10¢, adjusted for inflation. That is our undertaking to Alinta and I will make that undertaking 
here as well. The expectation is that it will come down over time in the same way that we would like to see the 
contestability threshold adjusted over time. 

[See paper 3261.]  

https://www.parliament.wa.gov.au/publications/tabledpapers.nsf/displaypaper/4013261a76a964ecc5c5cc0248258529003193bc/$file/3261.pdf
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Mr D.C. NALDER: I understand that there are probably good reasons for this, but I notice there are no time limits 
at all. Can I get the minister’s thoughts on whether we should have kept pressure on Horizon to get its act together 
so that there was a time limit of, say, 10 years? 

Mr W.J. JOHNSTON: The cause of the TAC is the South Hedland power station arrangement. That will run for 
another 23 years. If the member wants to help me find someone who wants to take that power station off our hands, 
I would look forward to it. I am sure that the member with his wonderful business background could engineer a deal. 

Mr D.C. Nalder: I know what they are prepared to pay for it. 

Mr W.J. JOHNSTON: The member knows that that is the challenge for us. We have a problem in that we are 
way out of the money on a brand new power station, the contract of which is 27 years with 23 to go. However, as 
demand in the NWIS increases, there will be opportunities. As I said in the second reading debate, Horizon has 
pitched that capacity to various players. Unfortunately, I also pointed out that those players tell me—I do not know 
what they say to Horizon—that they could build something brand new at a cheaper cost than they could use the 
power station. I would like to get rid of it tomorrow, so if the member could help me with that, I would look 
forward to it. 

Mr D.T. REDMAN: This might be a global question, but could the minister give me his best response. Can he 
confirm what customers will and will not be subject to the TAC? I know that already has been included in the tariff 
structure of Horizon’s current customer base, but can the minister provide some clarity for the record? 

Mr W.J. JOHNSTON: While the advisers get my Q&A, the people who pay the TAC are those contestable 
customers in the NWIS. Alinta already provides electricity to customers in the north west. That is an existing 
arrangement. The TAC will be paid in respect of those 30 to 40 contestable customers in the NWIS. Those 30 to 
40 customers include large export-oriented customers, hospitals, education institutions and large retailers such as 
supermarkets—the same entities that I mentioned before. Existing customers of Alinta will not pay the TAC because, 
however their power is getting to them, they are already going through those systems to get to them. The TAC will 
be paid by those customers currently buying from Horizon. As I mentioned previously, why can I guarantee that 
none of them pay more tomorrow than they do today? It is because they will only move from their current offer if 
the alternative offer is better. I do not say the “Alinta offer”, because it could be from anybody. As it happens, 
Alinta will be the only ones offering, so guess what? But it is not aimed at Alinta; it is aimed at everybody in the 
system. Nobody will pay more for electricity after this comes in than they do today, because if they are a Horizon 
customer and will not choose to leave Horizon, and whatever they are paying today, they will pay. If they leave 
Horizon and go to another provider, then they will pay the TAC. 

There is another little interesting thing. If Horizon offers them a contestable offer, they will have to pay the TAC 
to get the Horizon contestable offer, because even Horizon will have to pay the TAC for contestable customers. It 
is already in its cost structure. I know it sounds unusual that I can guarantee that nobody will pay more, but I can 
guarantee that nobody will pay more. 

Dr M.D. NAHAN: Does the calculation of the TAC include unused but contracted capacity with TransAlta facilities? 

Mr W.J. Johnston: Yes. 

Dr M.D. NAHAN: There has always been a problem finding out how much capacity there is. Horizon has 
systematically overestimated demand. It built too much and probably anticipated that the large users, particularly 
the ports, would take it on. They did not. What will happen if in the near future TransAlta’s generation, for 
whatever reason, is used up? Part of the fixed cost is the excess capacity Horizon pays for but does not use. Will 
the TAC go down if, in fact, that excess capacity is consumed by parties other than Horizon? 

Mr W.J. JOHNSTON: The aim is to have the TAC come down over time. That is what we are absolutely aiming 
to do. 

Dr M.D. NAHAN: Has the minister stated somewhere that if the excess capacity that underpins the first estimate 
of the TAC gets eroded, he will respond by lowering the TAC? 

Mr W.J. JOHNSTON: Absolutely, if Horizon Power’s costs come down over time, then we will reduce the TAC. 
The TAC is designed to get us out of a hole. I do not want to go into conversations that I have had with individual 
companies, but the member understands that there are only a certain number of companies up there. The great 
thing about the Western Australian energy sector is that we would be lucky if there are 100 people involved at a senior 
level, so we all know who to talk to. I have had extensive conversations personally with everybody who will be 
impacted by this legislation. I am not saying that people are happy; I am saying everybody understands what we 
are doing and accepts that it is the way forward. 

Clause put and passed. 

Clauses 27 to 29 put and passed. 
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Clause 30: Electricity Corporations Act 2005 amended — 

Mr D.T. REDMAN: I understand that in this clause there are amendments to the Electricity Corporations Act to 
deal with the contestability threshold. 

Mr W.J. Johnston: No. 

Mr D.T. REDMAN: Is that in clause 30? 

Mr W.J. Johnston: We are on clause 30, page 64. 

Mr D.T. REDMAN: I am not sure whether it is in here. There are amendments to the Electricity Corporations Act 
in respect to the contestability threshold. 

Mr W.J. Johnston: No. 

Mr D.T. REDMAN: Have I got that wrong? 

Mr W.J. Johnston: Yes. 

Mr D.T. REDMAN: Okay. 

Mr W.J. JOHNSTON: Does the member want me to explain what it is? 

Mr D.T. Redman: Yes. 

Mr W.J. JOHNSTON: It provides extra authority for Western Power to do these things. Western Power can only 
do things that it is specified to do under the legislation, so this clause allows it to do this new thing, which is to 
provide the standalone power systems. That is what this clause will do. 

Dr M.D. NAHAN: I was going to ask a question about batteries before, but we voted on that clause too quickly. 
Although it does not come under this clause, I would like to ask my question. Some of the preparation documents 
indicate that batteries would be included in the regulatory asset base on only the distribution rather than the 
transmission; am I right? If I am wrong, please tell me; and, if I am right, why? 

Mr W.J. JOHNSTON: The use of batteries in the system is, of course, evolving rapidly. As the member 
knows, the rollout of batteries is happening now. We are doing 10 now and we announced one the other day 
at Ellenbrook. We will see where they go next in the distribution level, but there is still a debate about their 
applicability to Western Power or an energy company at the transmission level. I was talking to someone the 
other day who has a proposal for a solar farm, and they said that they were going to include a battery in their 
solar farm. I also cut the ribbon at the Badgingarra solar farm. They have made it clear that they might do 
other things in the future on the site—perhaps battery or maybe even a peaker. There is a lot of flexibility 
around. It is not clear exactly where batteries fit into the transmission system, but there is no question that it is 
better understood in the distribution system, so as stakeholders confirm exactly where we are going there, we 
will react. 

Mr D.T. REDMAN: I am just going to test my knowledge here again; I might have been given some poor 
advice. Clause 30(5) refers to some changes in the Electricity Corporations Act 2005, the effect of which is to 
ensure that a contestability threshold can be phased in in the Pilbara. It is initially set at 1 200 megawatt hours. 
Is that the case? 

Mr W.J. Johnston: We can already do it. It’s not new. 

Mr D.T. REDMAN: It is already available? 

Mr W.J. Johnston: Yes. 

Mr D.T. REDMAN: Is there any mandatory process under which the government is looking at reviewing that 
threshold over time? 
Mr W.J. Johnston: For the NWIS or SWIS? 
Mr D.T. REDMAN: The north west interconnected system. 
Mr W.J. JOHNSTON: The letter from Alinta makes it clear that it wants us to look at the question of the thresholds. 
That is a live issue; I said in the second reading debate and here that it is an administrative decision, and I have 
made a commitment that, over time, we will look at that. We are doing 30 per cent of volumes on the NWIS to be 
contestable from the implementation of the legislation. There is a clear understanding that we will look to see what 
further work we do on contestability in the NWIS in the future. In the SWIS, again, I have said publicly that it is 
something I would consider as a reduction in the small business threshold, from 50 megawatt hours to a lesser 
number, but there are many complexities with that—some raised by the member’s inquiry—because of indebted 
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networks. There are no easy answers for taking it below 50 megawatt hours, but yes, in respect of the current 
NWIS, the first threshold will come down over time. 
Mr D.T. REDMAN: The minister has set the threshold at 1 200 megawatts. It will be nice to see what the profile of — 
Mr W.J. Johnston: There is no profile. 
Mr D.T. REDMAN: No profile of the customers that sit under that? 
Mr W.J. Johnston: Yes, sorry. 
Mr D.T. REDMAN: If it is dropped down, who is captured and who is dropped off? Obviously, keeping it as 
high as possible is good for Horizon’s business case, but I am interested to see what the profile is. The minister 
picked 1 200 as a figure. Does he have that information, and would he make it available to us? 
Mr W.J. JOHNSTON: I cannot give that information because I do not have it. If we had made the threshold lower, 
the temporary access contribution would have been higher, because the impact on Horizon would have been bigger. 
Mr D.T. Redman: It makes sense for Horizon’s business case to have it higher, but I am interested in the changes 
as you bring it down. 
Mr W.J. JOHNSTON: It is a practical decision. We needed to have the threshold sufficiently low so that there 
was a business case for someone to compete against Horizon, so I literally asked Energy Policy WA, “What would 
the figure be for 30 per cent of volume?” I thought 30 per cent of volume would probably not be a bad point to start, 
and it came back with that figure of 1 230. There is an understanding and out-loud commitment that we want to bring 
that level of 1 230 megawatt hours down over time. Obviously, if a large supermarket is covered by the 1 230, that 
must mean that a small supermarket would come in at some point below that, so we are keen, over time, as we deal 
with the challenges we have, to bring that threshold down. That will benefit existing and potential investors in the 
electricity system and businesses in the Pilbara, where energy costs can naturally be quite considerable. 
Clause put and passed. 
Clause 31 put and passed. 
Title put and passed. 
Leave granted to proceed forthwith to third reading. 

Third Reading 
MR W.J. JOHNSTON (Cannington — Minister for Energy) [4.45 pm]: I move — 

That the bill be now read a third time. 
MR D.C. NALDER (Bateman) [4.45 pm]: I thank the minister for his time this afternoon. We see an opportunity 
for the state to utilise innovation and technology to really drive costs down over the long term across our utilities. 
The opposition believes that this is a step in the right direction. We want to see the progression of opportunities 
for people in end-of-grid networks, and we believe that increased competition in the NWIS is a positive outcome. 
Congratulations to the minister on this bill, and we look forward to its safe passage through the other place. 
MR D.T. REDMAN (Warren–Blackwood) [4.46 pm]: Along the same lines as the member for Bateman, I suspect 
this is probably one of the slightly easier of the reforms on the minister’s table; a number of others are coming that 
will be a little more challenging in terms of the regulatory settings as we look at some of the things we inquired 
into in the microgrid inquiry. There is a massive opportunity to find a balance between the revenue that our utilities 
have to maintain to look after their asset base, and bringing innovation to the table in some of those market areas. 
That will be a great challenge, and I certainly look forward to playing our part in opposition to make sure the 
government gets it right. A lot of our areas are subject to those opportunities, and we certainly want to see that played 
through. That will take a lot of discussion and a lot of good work from some very smart people behind the scenes, 
and, hopefully, what is brought to the table either this year by the government, or post-election by us, will be good 
for regional Western Australia. There is some complexity in the NWIS; I think the holy grail of trying to get an 
integrated network is one that still eludes government, but, hopefully, that can happen in time. 

MR W.J. JOHNSTON (Cannington — Minister for Energy) [4.47 pm] — in reply: I thank the opposition for 
its support of the legislation. Energy policy is always complicated, and the challenge is that if we change one thing, 
it impacts on 100 other things. This legislation is a significant reform, but as the member for Warren–Blackwood 
said, it is not the end of reform. I want to congratulate and thank Energy Policy WA for its work in getting the bill 
to this stage. It has been an incredibly complicated process. The member for Riverton outlined the fact that people 
have been talking about this type of reform for 30 years. I am very lucky that the Treasurer, who was Minister for 
Energy for two years before I took over, had done a lot of work in this space, so I was able to just pick up the work 
that he had done and negotiate with industry partners and bring the legislation forward with a broad support. It is 
a great outcome. Thank you, everybody, for your participation in this debate. 
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Question put and passed. 

Bill read a third time and transmitted to the Council. 
 


	ELECTRICITY INDUSTRY AMENDMENT BILL 2019
	Second Reading
	Consideration in Detail
	Clauses 1 to 3 put and passed.
	Clause 4: Section 3 amended —
	Clauses 5 to 10 put and passed.
	Clause 11: Section 104 replaced —
	Clauses 12 to 18 put and passed.
	Clause 19: Part 8A inserted —
	Clauses 20 to 25 put and passed.
	Clause 26: Part 9B inserted —
	Clauses 27 to 29 put and passed.
	Clause 30: Electricity Corporations Act 2005 amended —
	Clause 31 put and passed.
	Title put and passed.

	Third Reading


