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Mr Bill Johnston; Dr Mike Nahan 

MCKINSEY RECOVERY AND TRANSFORMATION SERVICES — CONTRACTS 

811. Mr W.J. JOHNSTON to the Minister for Energy: 
I refer to contracts between agencies under the minister’s control and their relationship with McKinsey Recovery 
and Transformation Services. 

(1) Can the minister advise what services were provided by McKinsey Recovery and Transformation 
Services to Western Power during a one-month period for which McKinsey sent an invoice for more 
than $2.5 million? 

(2) Is that invoice part of a $6 million consultancy to Western Power? 

(3) Why is this arrangement between McKinsey and Western Power not included on the Tenders WA 
website or Western Power’s website? 

Dr M.D. NAHAN replied: 
(1)–(3) I thank the member for the question. Yes, we are getting on with reforming the efficiency of the 

electricity system, including Western Power. Western Power’s costs make up about 40 per cent of the 
retail price to households and small businesses. As I announced some time ago, in the reforms to the 
electricity industry we are moving the regulation of Western Power to the Australian Energy Regulator. 
We did that for a variety of reasons, but mainly because it will put immense cost pressure reductions on 
Western Power and lead to savings of hundreds of millions of dollars in operational and capital costs. In 
order to do that effectively, Western Power has to adjust; it has to make substantial adjustments to its 
operations. In order to do that effectively and rationally, it has to seek outside advice, and that is what it 
is doing. I am willing to spend—when I confirm the price mentioned by the member—about 
$2.5 million in consultancy fees when saving hundreds of millions of dollars. I will wear that. Moving 
Western Power to the Australian Energy Regulator will lead to cost reductions in Western Power to the 
tune of between 20 and 30 per cent, saving hundreds of millions of dollars a year to the state in 
investment and also leading to sharp downward pressure on electricity prices. Make no bones about 
this—this government is committed to taking pressure off subsidies for electricity prices. 
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