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ENERGY SYSTEM DEVELOPMENT PROGRAMS 
Grievance 

MR A.D. McRAE (Riverton) [9.32 am]: My grievance today is to the Minister for Energy and Resources as it 
relates to programs in Western Australia that deal with energy system development, particularly in relation to 
renewable and low carbon energy. My grievance impacts on the Minister for the Environment and Climate 
Change’s portfolio also, but this is particularly focused on the generating and consumer side of the electricity 
market.  

I am interested to know, and to make observations and get your responses to, the question surrounding the state 
government’s efforts in this field and how that matches up with the first budget of the new Rudd government and 
what appears to me, on the face of it, to be very significant investments in energy technology development for 
Australia generally, particularly in partnership with the state. I will run through a couple of issues in posing that 
question. It is more posing a question than grieving, but I think these are matters that not only the electricity-
generating industry are concerned with, but also consumers who are looking at household charges ramping up 
over the next four to five years to reflect real electricity delivery costs. On top of that, we are contemplating the 
implications of a national carbon market that then tries to synchronise into international carbon markets and the 
implication that has for energy producers. That is also going to change the dynamic in electricity generation.  

Whilst I am not grieving directly to the Minister for Environment and Climate Change, I know he has been 
working very hard in this area. I have been observing some of his announcements about climate change. The 
work of the Office of Climate Change is certainly at the leading edge in Australia. Well done to the minister and 
his department, but this is directed particularly at the Minister for Energy.  

The electricity reforms delivered by this government saw the disaggregation of a monopoly electricity generator, 
distributor and retailer into four separate government trading corporations: Verve Energy as the generator, 
Western Power as the distributor, Synergy as the retailer, and Horizon dealing with the off-grid services beyond 
the interconnected system in the south west of Western Australia.  

Much of our argument in the years 2002-05 attempted to resolve the concerns of the opposition that this would 
be a long-term benefit for a competitive market. I do not recall in those debates a real focus on climate change or 
a demand for the reduction in carbon consumption and greenhouse emissions from electricity generation, but it is 
clear now that has very significant implications for the whole of the energy network.  

It is fair to say we did not have a very clear picture of the role that carbon pricing would play in energy systems 
when this debate occurred five years ago. In fact, the disaggregation process has probably been the single 
greatest thing we could have done to prepare for a market so heavily influenced by the introduction of carbon 
pricing. It is difficult to imagine how a monopoly, such as Western Power in its old structure, would have been 
able to respond effectively to the introduction of carbon pricing. It is difficult to understand how we could have 
provided for a marketplace where new entrants, who could take advantage of new carbon prices, could be a party 
to the energy production system.  

Some members of the Liberal Party have attempted to deal with this emerging issue, and I do not think they have 
been particularly successful. I am thinking particularly of Dr Mike Nahan, who is a member of the Liberal Party 
and who has been backed, as I understand it, by the Curtin division to run for the seat of Riverton; and good luck 
to him. It is a democratic process and I welcome his contribution to the process. Without a great deal of 
background or professional credibility, Dr Nahan has weighed into this particular area and I think it is fair to say 
that —  

Mr M.W. Trenorden: As much as any minister! 

Mr A.D. McRAE: Member for Avon, I was reflecting on how wonderful that expression of the Minister for 
Planning and Infrastructure was when she identified you as the Adonis from Avon!  

Mr M.W. Trenorden: I know!  

Mr A.D. McRAE: We will miss the member when he goes to the other place.  

Mr P.B. Watson: Will we? 

Mr A.D. McRAE: Yes, we will. 

Mr M.W. Trenorden: What, you mean heaven?  

Mr A.D. McRAE: Minister, to what extent are the efforts made in the state budget now being matched by 
reforms in the federal budget; and how is Western Australia changing its energy network in this competitive 
marketplace to respond to the need for increased efficiency and the emergence of a carbon price? 
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MR F.M. LOGAN (Cockburn — Minister for Energy) [9.39 am]: I thank the member for Riverton for this 
very topical and important grievance. Unfortunately, as the member for Riverton knows, there was significant 
debate in this house about energy, primarily related to tariffs and the cost of energy. There have not been too 
many debates on what the state government is doing to avoid carbon emissions and reduce our greenhouse 
footprint, and what it is doing about renewable energy sources. It is refreshing that the member for Riverton has 
brought this matter to the attention of this house so that there can be a debate in this chamber about probably the 
most important issue that will face the population for the whole of the twenty-first century. I thank him for that.  

The state government announced in the state budget a significant number of measures to encourage people to 
reduce their energy consumption. I will outline how those measures tie in with those of the recent federal 
government budget.  

Of course, everyone is aware of the success of the electricity reforms that the state government has undertaken 
for the past three years. There has been debate in this place about Verve Energy and the tariff increases that will 
be in place from 1 July 2009, but there has been no debate about the number of new market entrants in the 
electricity generation sector that have either already started work on their projects, are already generating power, 
or are committed to generating power. That is testament to the government’s success in setting up a competitive 
generation market. WA has 11 new power stations that are either generating power now, are under construction 
or will be under construction very shortly.  

Mr A.D. McRae: What, from the private sector? 

Mr F.M. LOGAN: Yes, from the private sector. That is an outcome of the success of disaggregation, which has 
been achieved in just over three years. It is unfortunate that we do not hear that debate in this place. A significant 
number of those new power stations will produce renewable energy.  

Mr A.D. McRae: What proportion of those will produce renewable energy? 

Mr F.M. LOGAN: Of the 11, four are renewable energy power stations; that is, using wind and biomass. WA 
has a really different market mix for the generation of its power, which is absolutely sensational. Members can 
see the electricity reforms working.  

The Treasurer announced funding of $50 million in the state budget for Verve Energy to develop commercial 
renewable energy projects in the south west interconnected system. Without going into any commercial 
confidentiality of what Verve Energy is attempting to do, I know it will be looking to enter into a possible joint 
venture with other companies in order to leverage the $50 million into a larger pool of money for investment in 
renewable projects. I think it will be announcing very shortly some significant investment in renewable energy 
projects across the state, which is a fantastic outcome of the investment by the government of $50 million into 
Verve Energy for renewable projects.  

Funding of $36 million has also been provided for the development of low emissions energy technology and the 
work done by the Office of Climate Change and the Minister for Climate Change. That will work in really neatly 
with projects announced by the federal government, in particular the $150 million energy innovation fund and 
the $500 million renewable energy fund. If there is not sufficient state LEED funding to meet the costs of 
applicants’ projects, I imagine they could use their success in obtaining LEED funding as leverage to then seek 
further funding from the federal government’s renewable energy fund, which is a $500 million pool of money 
available for low emission technology development, and then basically underwrite their entire projects. That 
those two sources of funding work in conjunction is a remarkable thing for Australia. 

Mr A.D. McRae: If a project proponent can put together the right engineering and technological aspects to an 
energy-generating project, it could satisfy the criteria in both the state government’s announcement made last 
week — 

Mr F.M. LOGAN: As well as the commonwealth’s — 

Mr A.D. McRae: — and the Rudd government’s announcement made on Tuesday, and draw down from both — 

Mr F.M. LOGAN: Absolutely. 

Mr A.D. McRae: They are not excluded — 

Mr F.M. LOGAN: From my understanding, proponents are certainly not excluded from doing that with LEED 
funding; in fact, they would probably be encouraged to do that, and I do not think they would be excluded from 
the commonwealth’s $500 million REF. We know that the LEED funding covers projects that go to a significant 
amount of money—up to $18 million. It is a fund of $35 million, so there is no way that one project can absorb 
$18 million of that fund, and people have been told as much. Nevertheless, if they receive, say, $2 million from 
the state fund, they should then use that as leverage to go to the commonwealth and seek funding from the REF. 
They may well be successful.  
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In the area of clean energy, the federal government has a $150 million energy innovation fund for the Solar 
Institute and the support of solar thermal and solar voltaic research and development. That funding is particularly 
important for Western Australia because we have two very large solar thermal projects that have not yet been 
announced. They are very, very big projects—two 100-megawatt power stations for solar thermal — 

Mr A.D. McRae: When do you expect the announcements on those? 

Mr F.M. LOGAN: They are private sector projects, so obviously the government is not going to announce them 
for the proponents—but, hopefully, very, very soon. Hopefully, those proponents will be able to apply to the 
commonwealth for assistance through the new fund that was announced the other day. It is a sensational period.  
 


