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Division 52:  Office of Energy, $17 798 000 - 
Mr A.P. O’Gorman, Chairman. 
Mr F.M. Logan, Minister for Energy. 
Mr J.R. Banks, Acting Coordinator of Energy. 
Ms S. Liddelow, Executive Director, Sustainable Energy Development Office. 
Mr P. O’Connor, Director, Corporate Services. 
Mr B.R. Sadler, Principal Policy Adviser, Office of the Minister for Energy. 
The CHAIRMAN:  The member for Avon. 

Mr M.W. TRENORDEN:  I have to start where we should start.  I refer to the major initiatives for 2006-07 on 
page 909.  The first five dot points state that the office will monitor, manage, facilitate, monitor and review.  
That is pretty poor.  How can an agency have such performance indicators?  Those are the sorts of performance 
indicators that this government and previous governments have been trying to get away with for some time.  
They are soft.  Those performance indicators are outstandingly bad. 
Mr F.M. LOGAN:  Does the member for Avon think that they are outstandingly bad?  Can the member suggest 
legally another way that we could do that? 
Mr M.W. TRENORDEN:  No, these are meant to be performance indicators. 
Mr F.M. LOGAN:  I understand that.  Basically, these are not performance indicators; they are major initiatives 
for 2006-07.  The role of the office, under a disaggregated Western Power, is to do exactly what is referred to in 
the first dot point; that is, to monitor the operations of the new successor entities.  It is not there to direct those 
entities; it is not there to control or interfere with the management of those entities; and that is not the case under 
our government any more than it was under the previous coalition government when Western Power was a 
consolidated body.  I suggest to the member for Avon that the role of the Office of Energy today is no different 
from its role prior to the disaggregation of Western Power; that is, when it was a consolidated entity under the 
member’s government. 
Mr M.W. TRENORDEN:  I agree with the minister totally, but the point is that after a period of 12 months, 
these major initiatives need to be able to be scrutinised by the Auditor General and an outcome given.  That is 
the whole point of it.  I am not saying that the agency is not performing as an agency, but as performance 
indicators, these are not measurable. 
Mr F.M. LOGAN:  I am not suggesting that they are performance indicators. 
Mr M.W. TRENORDEN:  However, they are. 
Mr F.M. LOGAN:  The role of the Office of Energy is to do exactly what is referred to in the first dot point; 
that is, monitor the disaggregation that has been undertaken, the introduction of the new wholesale energy 
market and the performance of those organisations and then provide me, as the Minister for Energy and the sole 
shareholder of those organisations, with advice that I can then take up with the chief executive officers of those 
organisations.  However, as the member knows, as corporate entities, I cannot direct them any more than the 
Office of Energy can direct them. 
Mr M.W. TRENORDEN:  That is not the point.  
Mr F.M. LOGAN:  I could direct them in specific cases, but, as the member knows, that has to be tabled in 
Parliament, and the member would get stuck into me if I did that. 
Mr M.W. TRENORDEN:  They are very weak. 
[3.10 pm] 
Mr D.F. BARRON-SULLIVAN:  My question relates to before the minister took over the portfolio.  It relates 
to a range of points in the budget papers.  I refer to the outcomes and key effectiveness indicators on page 906.  
My question relates to the Office of Energy’s role in the reform of the electricity system in this state.  Obviously 
there is a timetable of progress and so on.  Perhaps Mr Banks could advise the minister on my simple question.  
One of the key aspects of the process was the 3 000-megawatt cap that would be imposed on Western Power, or 
Verve Energy, as it is called now.  I have had discussions about this with the Office of Energy, and it has 
explained its reasoning for making that decision.  I have a copy of the announcement from the then Minister for 
Energy about why the cap was introduced.  Will the minister provide some background information about when 
it was considered necessary to put that cap on Western Power?  How long did it take to build up the concept of 
putting a cap on it as part of the reform process?  It was introduced in April last year, but I am not aware of the 
background behind that decision. 
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Mr F.M. LOGAN:  The member knows the reason for putting a cap on what was then Western Power.  It was 
done to encourage competition into the whole energy electricity market so that the dominance of one of the 
players - in this case Verve Energy with 90 per cent of the market - is controlled in such a way as to encourage 
more players to gain a foothold in the market.  That is the reason for the 3 000-megawatt cap on the delivery of 
traditional types of energy. 
Mr D.F. BARRON-SULLIVAN:  That was not part of the market wholesale rules, was it?  It was a separate 
matter. 
Mr F.M. LOGAN:  It was a separate direction by the minister. 
Mr D.F. BARRON-SULLIVAN:  I go back to the original question.  When was that idea conceived or 
initiated? 
Mr F.M. LOGAN:  I will find out.  As the member knows, the decision was made before I became Minister for 
Energy. 

Mr J.R. Banks:  I cannot recall whether it was one of the original recommendations of the reform task force 
committee that was established in 2002.  I will check whether that was one of its original recommendations.  The 
report referred to the need to mitigate the market power of the dominant generator through a range of 
mechanisms.  That particular mechanism may not have been fully developed at that time, but the concept of the 
need to mitigate the market power was articulated in the initial design principles, which were carried through the 
reform process. 

Mr D.F. BARRON-SULLIVAN:  Will the minister undertake to provide me with the date that the 3 000-
megawatt cap was conceived and whether it was conceived by the Office of Energy or Western Power? 

Mr F.M. LOGAN:  Would it also help the member to look at the other options? 

Mr D.F. BARRON-SULLIVAN:  The main information I am trying to find out is when it was initiated and 
where it came from. 

Mr F.M. LOGAN:  Providing information on the other options will help explain why the policy advisers of the 
day suggested that we should do it this way rather than another way. 

The CHAIRMAN:  Is the minister agreeing to provide supplementary information? 

Mr D.F. BARRON-SULLIVAN:  As an interim answer, will Mr Banks advise whether this is the type of 
initiative that would have been conceived weeks or months before the announcement was made or whether it 
was a long time coming? 

Mr J.R. Banks:  I can say that it took a matter of months.  The market power mitigation elements of the market 
design, which is where the capital capacity arose from, commenced with the implementation of the reform 
project generally.  The discussions over mechanisms to mitigate market power have been going on since 2002.  
It certainly was not a recent solution. 

The CHAIRMAN:  Will the minister detail the supplementary information he will supply? 

Mr F.M. LOGAN:  For the purposes of answering the member’s question, I will ensure that we provide 
information on the background of the establishment of the 3 000-megawatt cap, the approximate time frame of 
when that was examined and, if it is easily available, the other options that the policy officers were considering 
at the time. 

[Supplementary Information No B1.] 
Mr G. SNOOK:  I refer to the heading “Appropriation and Forward Estimates” on page 903 of the Budget 
Statements.  I draw the minister’s attention to the grand total figures for the 2005-06 estimated actual and this 
year’s budget estimate of $17.798 million.  Why has the government budgeted almost 39 per cent fewer funds, or 
$11.708 million less, than last year?  Last year’s budget was overrun by almost $6 million. 

[Mr P.B. Watson took the chair.] 

Mr F.M. LOGAN:  The reason for the decrease in the budget estimate for 2006-07 compared with the previous 
budget and estimated actual figures is the end of the funding that was made available for the energy reform 
process.  As the member would be aware, the energy reform task force and the work that had to be done by that 
task force - 

The CHAIRMAN:  Discussion on division 52 must cease now because it is 3.15 pm. 

Mr M.W. TRENORDEN:  The chairman is joking? 

Mr G. SNOOK:  Is the minister allowed to complete the answer so it is recorded in Hansard? 
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The CHAIRMAN:  No. 

Mr M.W. TRENORDEN:  It is unbelievable!  Only three seconds were spent discussing the Office of Energy. 

The CHAIRMAN:  I am sorry, members, I have only just walked in and have been advised that it is time to 
finish. 

Mr G. SNOOK:  That is a disgraceful process. 

The CHAIRMAN:  The minister was trying to do the right thing, but I was advised that at 3.15 pm discussion 
on division 52 would cease.  There is no other way to do it.  The process has been in place for quite a time.  It is 
not something that we have initiated recently.  I am sorry about that, and I wish there were another way. 

Mr G. SNOOK:  I do too, Mr Chairman, and so does the minister. 

Mr F.M. LOGAN:  I was in the middle of answering a question. 

The CHAIRMAN:  Perhaps that matter can be taken up at another time. 

The appropriation was recommended. 
[3.20 pm] 
 


