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ELECTRICITY INDUSTRY AMENDMENT BILL 2019 
Time Limits — Statement by Leader of the House 

HON SUE ELLERY (South Metropolitan — Leader of the House) [10.06 am]: I rise to advise Madam President 
on where we reached last night. There are maximum time limits for each stage of the Electricity Industry 
Amendment Bill 2019. The second reading has a maximum time limit of 60 minutes, and I am advised that we are 
30 minutes into that. Committee of the Whole will have a maximum time limit of 30 minutes, the adoption of 
report will have five minutes and the third reading will have five minutes. 

Second Reading 

Resumed from 1 April. 

HON DR STEVE THOMAS (South West) [10.07 am]: Thank you, Madam President, for the opportunity to 
make some remarks on the Electricity Industry Amendment Bill 2019. I thank all members who made a contribution 
yesterday evening. I am glad that Hon Peter Collier did not have to jump up and fill in for me for a while. 

Hon Peter Collier interjected. 

Hon Dr STEVE THOMAS: Good; excellent work. I understand the comments that members have made about 
whether this is genuinely a COVID-19-related bill, but the reality is that the bill before the house is incredibly 
interesting and important legislation. We are not going to have a lot of time to examine it in great detail, but 
I understand the government’s enthusiasm for moving it forward. For that reason, the opposition will be supporting 
the bill before the house today. I hope that at some point in the not-too-distant future we will have the opportunity 
to debate this bill and its consequences in far more detail, and particularly, in my view, the precedent it sets for the 
future of the Western Australian electricity industry. The electricity industry in Western Australia is at a really 
interesting time in its development. I think we will be looking to replicate and make use of some of the changes 
proposed in the bill today across the entire state of Western Australia, not just in the north west integrated system. 
For that reason, I am intrigued to see how this operates, the success and potentially the failures that might come 
out of it, and then how it can be replicated across the entire electricity system. I put aside the debate about whether 
it is genuinely a COVID-19-related bill. I understand that the government could argue that almost any bill it puts 
before the house will make a difference in the recovery process from COVID-19 and will boost the economic 
development of a region. I am sure we could argue that for almost every bill. To be honest—I say this to make my 
position very clear—I would have supported this bill if there was no COVID-19 event happening at the moment 
and we were simply debating the bill. I would simply do so in far more detail with the opportunity to take a forensic 
look at the processes that are proposed. 
What I like in particular about this bill is that the government has almost swung a little to the right in its politics 
of electricity development. It is considering a better way to deliver electricity supply to consumers and users. Part 
of the bill has even swung a little towards opening up the marketplace, be it with a very high level of power usage; 
previously, one might get into the deregulated marketplace. However, it is certainly a swing to the right from 
a very old-fashioned approach of having everything among government—build it and use it among government 
and keep the private sector out as much as possible. It is interesting to see that the agenda of the government 
appears to be to give the current government trading enterprises a slightly more business-like opportunity for 
power generation. Effectively, they will end up being competitors in a more open marketplace. This is a very good 
move by the Minister for Energy, Hon Bill Johnston. I may have gone a bit further out. He has certainly advanced 
to B1. This is a good move by the minister. I encourage him to use this model, and the results he obtains from this 
model over the next year, potentially as guidance for what might happen in the rest of Horizon Power’s marketing 
area. There will be very important lessons to be learnt for the south west integrated system and how we might 
encourage more competition in the marketplace in that system. 
There are restrictions on the delivery of those other services by Western Power; for example, it has been restricted 
to the south west integrated system. The government should consider freeing up Western Power and giving it more 
opportunities in those areas. That would potentially free up the south west integrated system to allow, in my view, 
greater private investment, and not just in power generation. I am of the view that private power generation will 
most likely be the next step in Western Australia, with the inevitable closure of Muja C and D units. That is not 
because the Minister for Energy or I have an abhorrence of coal. His green credentials on coal might be more 
established than mine. My view is that it is simply an issue of economic rationality. The coal industry is changing—
the easy coal has gone and the cost of getting coal out of the ground is shifting. In my view, Muja A and B units 
will be replaced in the not-too-distance future—say, within a decade—by additional gas generation capacity in the 
south west integrated system. It drops off 800 megawatts and probably puts 200 to 300 megawatts of gas on the 
Dampier to Bunbury gas pipeline. There is capacity in that system and it will probably be built in the northern 
suburbs of Perth. North Metropolitan Region members have an interesting opportunity there. 
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The bill before the house represents a step in the right direction by the government; that is, a small step to the right 
in the right direction. I will not do the rest of The Time Warp dance! For that reason, this bill would certainly have 
been supported by me and by the Liberal Party whether it was presented at this time or not. It would have been 
good to examine this legislation in considerable detail. Some technical questions were asked in the other place, 
but I do not propose to repeat those questions necessarily. The bill effectively creates a regulatory framework for 
third parties to access the network across the Pilbara for the north west integrated system and creates an independent 
system operator. Several members here and in the lower house have mentioned that it is described as a soft-regulation 
approach. Businesses will be given the choice of throwing themselves wholeheartedly into this slightly more open 
and contestable system or maintaining their current position. I think that is a good place. I suspect that over time 
we might decide that that will change, but for the time being I am happy to see that soft system in place while we 
deliver what is effectively a fairly new and experimental system. 
I am pleased that the regulatory barriers that have stopped Western Power from investing in Horizon Power’s system 
are good. The minister might at some point consider a bill to allow the reverse to occur and allow Horizon Power 
to compete with Synergy. The next obvious step from that might be to allow others to compete in a third party system 
as well. They are matters that will make for an incredibly interesting debate over the next few years. 
I am trying to keep this quite short. The energy system in this state will change dramatically, not because of 
government policy or government direction but because of the inevitability of the marketplace. We will see 
a significant increase in the rooftop solar photovoltaic generation system and we need to be able to accommodate 
that. I am particularly pleased that the government is putting storage capacity into the north west integrated system. 
That is an exciting development. Obviously, I represent the South West Region, which has the best lithium mine 
in the world. The minister and I share a combined passion for the development of lithium. I am particularly 
interested in that because we do not know what will come after lithium. The Minister for Regional Development 
and I share a passion for the potential of hydrogen energy and hydrogen development. At some point we will 
need to work that into the energy system in Western Australia. That is before some potentially longer-developing 
issues arise, such as vanadium energy and ceramic technology, which might contribute to that as well. The system 
will change dramatically over the next decade. It will be a very different energy system to the one we have today. 
We must have legislation that allows our electricity system to adapt and absorb all those components, which 
will happen anyway. I am particularly pleased that the storage system, which will most likely start as batteries in 
the north west integrated system, will be part of the system and be regulated. The government is starting to embrace 
that. Whichever party was in government would have to be looking at very similar legislation. 
I do not live in the north. Hon Ken Baston might not be keen for the north west integrated system to be the guinea 
pig of the electricity legislative process; however, I am happy to see that. It is a unique set of circumstances with 
a smaller number of some of the very big consumers. Other members have asked the minister about setting the 
1 200 megawatt limit for contestability. I am sure the minister will address that in his reply to the second reading 
debate. I would like to see that lower, but then I would like to see it lower generally across the board. At some point 
in the future the energy system of Western Australia will have to look at whether it will adapt to contestability across 
the board or a much lower threshold of contestability. We are missing an opportunity with this bill by setting the level 
of contestability so high in the north west that only the top users and consumers of energy will basically be the ones 
we are testing and experimenting on. At some stage we will need to have a much fuller debate about lowering that 
contestability level. If I allow a slightly longer left-wing component to this, the government might do that over 
a longer period than I would. However, the reality is that whoever is in government over the next 20 years—that is, 
sometimes members opposite and sometimes us—will at some point have to address this. We will all be talking about 
how we build that contestability into the system. We will all be talking about storage as a component of the future 
of electricity generation and distribution. We will have a discussion at some point about the eventual break-up of 
all of those power units—how we divide them between Horizon and Synergy—and what the new world will look 
like. I think we probably will be talking about the administration of those systems in five to six years’ time. All of 
those things are part of a really interesting and exciting debate as we move into what is going to be a new decade 
of power generation and distribution—a new decade for energy in Western Australia. I know that a lot of the things 
I have said are not specifically described in the bill. I see this bill as the first step to a brave new future. 
Although not everybody will be convinced that this is genuinely a COVID-19 bill, the minister has been brave in 
bringing it forward. I would like the minister to take an even braver position and deliver this experiment at an 
expanded level over time. I think this is a very interesting opportunity for the state. I would like to spend some hours 
talking about how good this opportunity is, but let us proceed and allow the bill to go forward. Members can be 
guaranteed that I will be watching the results of this very closely for some years to come. The opposition supports 
the bill. We support it proceeding. I indicate to the minister that I will not require the bill to go to the committee stage. 
I am happy to wait some time to get the answers to what will be a large volume of questions over the next few 
years. With that, the opposition will support the bill. 
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HON STEPHEN DAWSON (Mining and Pastoral — Minister for Environment) [10.21 am] — in reply: From 
the outset, I would like to thank all honourable members who made a contribution to the debate on the Electricity 
Industry Amendment Bill 2019. Members stated their support for the bill, with the exception of Hon Robin Scott, 
who indicated that he will not be supporting the bill. 
I will start with the COVID-19 issue. The bill will make the Pilbara electricity system more efficient and reliable, 
which will aid economic recovery after the COVID-19 crisis. As we know, the bill will create a new regulatory 
framework for third parties to access electricity network infrastructure and establish an independent system 
operator for the Pilbara. Having the new access framework in place will be of benefit to economic recovery after 
the COVID-19 crisis passes because it will enable a competitive retail market in the Pilbara, which will place 
downward pressure on electricity prices for medium and large businesses, enable a more efficient use of existing 
infrastructure, provide greater opportunities for new mining and renewable projects, boost regional economic growth 
and create new jobs. The bill will also contribute to energy security and reliability by enabling Western Power to 
roll out standalone power systems in place of traditional network infrastructure where it is more efficient to do so, 
and to install energy storage devices such as batteries in the state’s main grid. Regulatory barriers currently prevent 
Western Power from deploying these technologies on a business-as-usual basis. The limited numbers that have 
been deployed to date have been done on a trial basis to minimise regulatory and cost-recovery risks. 
Introducing storage devices into the distribution network, which this bill will allow, will also help deal with issues 
arising from the large amount of rooftop solar photovoltaic systems present in the system. On mild sunny days on 
weekends, which are typically seen in autumn and spring, the large amount of solar generation present is causing 
system demand to drop to very low levels, which is causing a number of technical issues. The Australian Energy 
Market Operator said last year that this situation could lead to blackouts as early as 2022 if nothing is done. The 
COVID-19 issue and resulting shutdown of many businesses has seen demand on the system drop to even lower 
levels. Recently, AEMO advised that demand during the week had dropped to levels normally seen on weekends. 
Accordingly, the current crisis may see system issues, including blackouts, manifest sooner than previously expected. 
The government is considering options at the moment to respond to this risk. One option in the mix is to expedite 
the deployment of energy storage devices by Western Power. However, a widespread rollout of energy storage by 
Western Power is unlikely to be a viable option until a bill like this has passed. 
In terms of the questions or specific issues raised by honourable members, I note that Hon Robin Scott raised the issue 
of stakeholder consultation. Stakeholders have been consulted extensively throughout the design and drafting of this bill. 
Hon Robin Scott: Not according to the people I have spoken to. 

Hon STEPHEN DAWSON: Well, I can tell the honourable member that an extensive public stakeholder 
consultation process was undertaken prior to the bill being introduced to Parliament. This included a stakeholder 
forum, an issues paper, a design consultation paper, a design report and detailed design consultation papers. 
Submissions were received and changes were incorporated into the reforms. The government has also undertaken 
targeted consultation with stakeholders directly affected by the reforms through a number of stakeholder working 
groups, which were also supplemented by smaller working groups to work through particular issues. Key stakeholders 
like Horizon Power, Alinta Energy, Rio Tinto, BHP, Fortescue Metals Group, Woodside, TransAlta Energy Australia, 
ATCO Australia, the Economic Regulation Authority, the Australian Energy Market Operator and relevant government 
departments were all consulted as part of this process. High levels of engagement with stakeholders will continue 
during the implementation of the reform. It will not stop; we will continue to consult and have a dialogue with 
those stakeholders. This demonstrates a high level of stakeholder engagement and support for the bill. I am happy 
to table a letter of support that has been received from Alinta Energy on this bill. 
[See paper 3764.] 
Hon STEPHEN DAWSON: Questions were asked about the temporary access contribution, or TAC. Hon Robin Scott 
had concerns about TAC and whether energy consumers would be subsidising Horizon Power if another retailer 
entered the market. I assure honourable members that this will not be the case, as mechanisms have been built 
into the framework to ensure that this does not occur. Horizon Power’s existing subsidy, the tariff equalisation 
contribution, will be fixed at the level it is immediately before the commencement of competition. This will mean 
that when Horizon Power loses customers to competitors, it will not see an increase in its tariff equalisation 
contribution subsidy, and consumers in the south west interconnected system will not see an increase in their 
electricity bills. The other point I want to make in relation to the TAC is that it will be paid by third party retailers 
and will not increase prices for contestable Pilbara customers. As a customer in the Pilbara, can I say that that 
is a good thing! This is because contestable customers in the Pilbara will be able to choose to remain with 
Horizon Power and keep paying the price they are currently on or move to a competitor and pay a lower price, 
which will be inclusive of the temporary access contribution. The purpose of the TAC is to ensure that customers 
who move to a competitor continue to contribute to the investment that Horizon Power has historically made on 
behalf of all Western Australians in ensuring the continuity of electricity supply in the Pilbara. 

https://www.parliament.wa.gov.au/publications/tabledpapers.nsf/displaypaper/4013764cecd5d63b72a8f5044825853f00059363/$file/tp-3764.pdf
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Hon Colin de Grussa also had questions about the TAC and asked how the 10¢ per kilowatt hour figure for the TAC 
was derived. The initial TAC will be set at the equivalent of 10¢ per kilowatt hour. A TAC set at the equivalent of 
10¢ per kilowatt hour will recover about two-thirds of Horizon Power’s fixed generation costs exposed to 
competition. The government has determined that the setting of the TAC at the equivalent of 10¢ per kilowatt hour 
represents a balanced outcome, as it shares the costs of competition between the north west interconnected system 
customers, who will benefit, and, to a lesser extent, taxpayers and Horizon Power. Given that the TAC will not 
recover all of Horizon Power’s fixed power generation costs exposed to generation, Horizon Power will be essentially 
incentivised to reduce its costs where possible. To prepare for a competitive market, Horizon Power is currently 
reviewing contracts and pricing strategies, increasing its marketing and business development capabilities and 
undertaking an assessment of system changes required to its billing system. 
Hon Colin de Grussa also asked a question about mum-and-dad consumers and whether they would be protected 
from increased costs resulting from Horizon Power being exposed to competition and potentially losing customers. 
Mum-and-dad customers in the Pilbara will not face increased electricity prices as a result of these reforms. 
Residential customers in regional Western Australia pay the same electricity price as residential customers in Perth. 
This is referred to as the uniform tariff policy. The difference in Horizon Power’s higher costs in regional areas 
and the electricity prices paid by residential customers is paid via a charge on Perth customer bills called the tariff 
equalisation contribution, or TEC. Residential customers in Perth will also not face increased costs as a result of 
these reforms, firstly because the TAC will ensure that customers benefiting from competition will continue to 
contribute towards these costs and not taxpayers or, indeed, customers in the metropolitan area; and, secondly, the 
TEC will be capped at pre-competition levels to ensure that customers in Perth do not fund any cost increases that 
may occur as a result of greater competition in the NWIS. 
Hon Colin De Grussa also asked how long the temporary access contribution would continue and what contracts 
that Horizon Power has entered into it would apply to. The TAC is intended to be temporary. The quantum of 
the TAC will be determined annually by the Treasurer as the contestable portion of Horizon Power’s historical 
generation costs. The termination date is not prescribed in the bill to provide flexibility to amend or remove the 
contribution if total generation demand increases, which would allow the TAC to be removed earlier than when 
Horizon Power’s fixed contract starts to expire. Unless market activity improves and new loads come online, it is 
anticipated that the charge will be in place until at least 2027–28, when Horizon Power’s fixed contracts start to expire 
and costs can be renegotiated. The main contract that gives rise to the TAC is Horizon Power’s long-term power 
purchase agreement for electricity from the South Hedland power station. Hon Colin de Grussa, Hon Rick Mazza, 
Hon Aaron Stonehouse and Hon Dr Steve Thomas mentioned their support for increased competition in the Pilbara 
electricity market. That is being facilitated by the bill before us, and I appreciate that support. 
Hon Dr Steve Thomas: In every market. 

Hon STEPHEN DAWSON: I acknowledge that some went further. 
Questions were asked by Hon Dr Steve Thomas and Hon Colin de Grussa in particular about the 1 200 megawatts 
per hour figure and the modelling that was done. The figure was determined through modelling 30 per cent of 
Horizon Power’s annual volume of electricity sold in the north west interconnected system. The figure was 
chosen to ensure that there is a reasonable opportunity for third parties to compete for customers. Between 30 and 
40 customers will benefit from competition, including large export-oriented customers, hospitals, educational 
institutions and large retailers. Hon Rick Mazza, Hon Aaron Stonehouse and, again, Hon Dr Steve Thomas also 
commented on a desire for increased competition over time. As the Pilbara electricity market evolves over time, 
the contestability threshold will be reviewed. The introduction of contestability thresholds in the south west 
interconnected system was also staged and we have seen where that has ended up. 
Finally, I thank Hon Tim Clifford for his support. He talked about the importance of renewable energy sources 
and asked how the bill relates to the government’s policy to work with all sectors of the economy towards achieving 
net zero greenhouse gas emissions by 2050. These reforms are an important part of the government’s aspiration to 
achieve net zero emissions by 2050. The reforms will facilitate an increased level of renewable energy in the 
Pilbara by making it easier for renewables and renewable proponents to access electricity network infrastructure, 
but also increase investment in network infrastructure. Greater interconnection in the Pilbara will create opportunities 
for renewable projects and, indeed, new mining projects. Further, the charges that relate to the deployment of 
standalone technologies and standalone power systems in the NWIS will contribute to increased renewable energy 
sources being connected to the south west interconnected system. Of course, energy storage capability such as 
batteries has been identified as an essential tool for managing the variability of energy generated by renewable energy, 
such as rooftop solar PV systems. 
I again thank all the honourable members who made a contribution to the bill before us. It is an important bill 
because the state will benefit from it for years to come. With that, I commend the bill to the house. 
Question put and passed. 
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Bill read a second time. 
Leave granted to proceed forthwith to third reading. 

Third Reading 
Bill read a third time, on motion by Hon Stephen Dawson (Minister for Environment), and passed. 
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