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SYNERGY — PERFORMANCE 
Standing Orders Suspension — Motion 

MR D.C. NALDER (Bateman) [2.50 pm] — without notice: I move — 
That so much of standing orders be suspended as is necessary to enable the following motion to be moved 
forthwith — 

That this house notes the chaos and dysfunction occurring within the McGowan Labor government, 
including Synergy’s $650 million loss in 2018–19, the single largest loss by a state-owned 
business in the history of the state. 

Standing Orders Suspension — Amendment to Motion 
MR D.A. TEMPLEMAN (Mandurah — Leader of the House) [2.51 pm]: I move — 

That the following words be added to the motion after “forthwith” — 
, subject to the debate being limited to 15 minutes for government members and 15 minutes for 
non-government members 

Amendment put and passed. 

Standing Orders Suspension — Motion, as Amended 

The SPEAKER: Members, as this is a motion without notice to suspend standing orders, it will need the support 
of an absolute majority for it to proceed. If I hear a dissentient voice, I will be required to divide the Assembly. 

Question put and passed with an absolute majority. 

Motion 

MR D.C. NALDER (Bateman) [2.52 pm]: I move the motion. Today we learnt that Synergy, under the leadership 
of the Premier, the Treasurer and the Minister for Energy, has delivered a loss of $656 million. This is the largest 
loss by a government business in the state’s history. All we have seen from the Minister for Energy is a few brief 
notes, but let me remind members that we recently saw him suspend standing orders to spend 20 minutes complaining 
about a generator for Horizon in the Pilbara, after forgetting that two of his colleagues had applauded the former 
government for establishing that contract. 

Where is the minister on this issue—the largest loss in the state’s history? Members need to understand that what 
is even more frightening about this is that the loss has been somewhat mitigated by some asset sales. The government 
promised to stop the privatisation of assets, but we have seen the privatisation of the Albany wind farm, the 
Greenough solar farm and the Warradarge wind farm. This has propped up the result by more than $100 million, 
so the actual result would be a lot worse. The minister might say, “Look, this is an impairment; it’s an accounting 
standard”, and all that, but I will come back to that. 

The government likes to use the forecasts of the former Liberal–National government, so let us have a little 
look at history because in the last Liberal–National budget, Synergy was to return to the state $86 million in tax 
and a dividend of nearly $60 million. In fact, the balance sheet was so strong that when the Labor Party came 
to government, the new Treasurer, who was then looking after energy, decided to raid the Synergy piggy bank 
and withdrew a special dividend of $100 million. The government seems to have all of a sudden overlooked 
that Synergy was handed over to it in a very strong financial position. Why would the Treasurer take 
$100 million out if he thought Synergy was going to incur problems moving forward? Why has it all of a sudden 
incurred problems? 

This is where it would be interesting to hear from the Minister for Energy, because he needs to start explaining 
what this impairment is for, what the specifics are, and what the future challenges are for Synergy and how the 
government is going to address them. All we have seen from this government is a lot of pain for Western Australian 
households. Believe me, the households of Western Australia are going to have to pay for this. The government 
is incurring large losses and that will be passed on to Western Australians, who will have to cover them. Whether 
that is through increased taxes or increased household charges, it is a burden that Western Australians will have 
to bear. 

What is the government undertaking to do to ensure that it improves this situation? That is the main question here. 
We want to give the minister time to explain what is going on with Synergy and how he is going to take this 
forward. The last time I spoke to this minister, when he stood and talked about Horizon assets, I said that he needed 
to explain to the people of Western Australia why they have been burdened with increases in charges at a time 
when our economy cannot handle it. There have been 19 per cent price increases and record numbers of people 
disconnected from power. That is what we have seen from this government, yet the Premier wants to stand and 



Extract from Hansard 
[ASSEMBLY — Thursday, 26 September 2019] 

 p7510d-7516a 
Mr Dean Nalder; Mr David Templeman; Mr Terry Redman; Mrs Liza Harvey; Mr Bill Johnston 

 [2] 

talk about the last increase having been the smallest increase in 10 years. He forgot the 19 per cent that was 
compounded on all previous increases in the two years before that, which sent so many people to the wall. What 
is the minister doing about that? 

We have asked the government about the future. The minister might try to say to us that this is a one-off, and I look 
forward to him trying to explain that. I refer to a question asked of Hon Stephen Dawson in the other place on 5 June. 
The question put to him was about the forecast amount of accumulated losses for 2019–20, 2020–21, 2021–22 and 
2022–23. He replied, in part — 

… the accumulated losses in 2019–20 are $419 million; in 2020–21, they are $485 million; in 2021–22, 
they are $550 million; and in 2022–23, they are $597 million. 

If we look behind these numbers at Synergy’s cash position and net asset position, we would have to say that there 
are some serious concerns about this business. Maybe the minister has been sold a poison pill by his colleagues 
because he has not been in the portfolio long, and maybe he is not responsible for what he has inherited, but it is 
his responsibility to explain to the people of Western Australia what the government is going to do and what 
assurances it can provide to them that they will not have massive tax increases or future increases in household 
charges. It is the minister’s responsibility to assure the people of Western Australia that they will be able to afford 
to turn on their lights and cook a meal for their kids. The minister has not done that up to this point; he has tried 
to blame previous governments. I have explained to the minister that the balance sheet was in a strong position 
when Labor came to office; otherwise, why would the Treasurer have ripped a $100 million special dividend out 
of the company? Why would he have taken that if Synergy was in a serious financial position? We now have some 
serious concerns, with the government forecasting future accumulated losses for this business. What is the future 
of Synergy? What is the position for the households of Western Australia? What can the people of Western Australia 
expect from this government? Is the minister going to try to gloss over this and leave it to a future government to 
try to sort out? Those are the questions we want answered, without any blaming of former administrations and 
trying to push things under the carpet. These are serious concerns, and there are serious challenges facing Synergy. 
What is the government doing, and what assurances can it provide to the people of Western Australia? That is 
what we are looking for. 

MR D.T. REDMAN (Warren–Blackwood) [2.58 pm]: This is a record loss for a public utility—$656 million in 
the 2018–19 financial year. That is net of sales, as the shadow Minister for Energy highlighted. The Minister for 
Energy has been caught with his pants down. Looking at what has happened over the last six months, the best I can 
ascertain from the last budget papers is a net position of about $125 million profit for this financial year, if we net 
that out in respect of all the public corporation ins and outs. That gives us a budget position around three quarters 
of a billion dollars down from what the government took to last year’s state budget. That is a turnaround of 
three-quarters of a billion dollars in one year after assets sales. Even as recently as 14 June this year, media 
reports refer to Synergy having an almost $180 million loss over the next four years. As recently as June, it was 
$184 million over the next four years, not predicted to start until 2020–21. What has this minister been doing to 
now land a loss of nearly three-quarters of a billion dollars on a public utility and not signal anything to the public, 
other than today, that it has happened, when it was $180 million as recently as June, not even at the start of this 
financial year? What the hell has happened? What the hell has gone wrong?  

It is hard to have confidence in his leadership when this issue has turned around so quickly under his leadership 
and under the leadership of the McGowan Labor Party. Presumably, the signals were out there. They also took out 
a dividend. I wonder whether the dividend flipped them over and made it difficult to make the business work. In 
the most recent budget $100 million showed up.  

What can the government do? Let me look at some possible actions the government can take. One would have to say 
no more solar photovoltaics on roofs, guys. We know who is going to get touched up with that. It will not be the 
people who have already paid for it and could afford to pay for it; it will be those people who cannot afford to pay 
for it now that prices have come down. Another suggestion might be no more borrowing to the state government 
or the utility. What about reinstating the one-off dividend and giving people a bit of a cash prop-up to help them 
out in the short term? Then, of course, there is the one that everyone fears—power prices will go up. What is going 
to happen to power prices when there has been a turnaround of nearly three-quarters of a billion dollars that no-one 
saw coming, least of all this minister? It was reported in the papers as recently as June this year that it was not going 
to be anything like that. That is a massive issue for the minister and this government. He has been caught with his 
pants down.  

MRS L.M. HARVEY (Scarborough — Leader of the Opposition) [3.01 pm]: I also rise to contribute to this 
motion. We have a government that is displaying chaos and dysfunction. We saw that on display and it was 
self-evident at the Labor Party State Conference several weeks ago. We know, sitting here on the opposition side 
of Parliament, that there are ministers who do not talk to each other; there are ministers who shut down and stare 
into space when other ministers or the Premier are on their feet. We see all that on display. We know that while 
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that chaos and dysfunction is on display the government is not doing its job, and that is what has happened in the 
energy portfolio.  

Labor has history in the mismanagement of the energy portfolio. There was chaos under Eric Ripper’s tutelage. 
I remember well what happened in 2004. I had a four-year-old and two-year-old at home. There were rolling 
blackouts across the suburbs and I was told, as a mother with two small children, to not turn on the air conditioning, 
to turn on the washing machine at three o’clock in the morning and to preserve power because the state had run 
out of gas. We were told, “We can’t keep the lights on.” Then we had chaos when Veranus exploded. Hapless 
Minister Fran Logan was out there and the first thing he said was, “It’s not my problem. We had Lloyd’s Register 
do an inspection of those pipes and they said they were fine just a month ago.” Guess what, members? 
Lloyd’s Register then said, “No, we did not. We did not do an inspection of those pipes. The minister is wrong. 
That is not what our report entailed.” At that time the defence department had to provide diesel reserves from 
Garden Island so that the state could keep running. Businesses were forced to try to get generators to run their 
businesses. I remember doing that. I had a three-phase powered freezer that I could not run from the supply that 
we were being given at the time. At the time the Chamber of Commerce and Industry of Western Australia was 
saying that 50 per cent of the 300 businesses it surveyed had problems and issues. When an assessment was 
done 10 years later of that chaos and terrible, terrible circumstance of the Veranus explosion, it was found that it 
had cost the Western Australian economy $3 billion. What was the minister’s response? His response was to 
source gas from anywhere. At that time, the minister told Verve—we know this because we had leaked emails, 
just as is happening with the opposition now; we are getting leaked emails and leaked briefing notes and 
information because they all hate each other—“Pay whatever it takes to make those companies happy to sell gas 
to Western Australian taxpayers. I don’t care what it costs. Continuity of supply is paramount.” Guess what that 
meant for Western Australian taxpayers? It meant Western Australian taxpayers paid $9 million more than they 
needed to for gas. We were paying $35 a gigajoule for gas because the minister took his hands off the wheel and 
said, “Do whatever it takes. We have to keep the lights on.”  

That has been the history of the energy portfolio under the Labor government. We are now looking at this Minister 
for Energy’s response. What has he done? He is doing the same as Minister Logan has done when criminals have 
been escaping from custody—he turns back the clock, looks in the rear-view mirror and says, “Nothing to do with 
me. I’ve been in control for three years. I’ve been managing things for three years” apparently—mismanaging 
things for three years. He is saying, “It’s not my fault. It was the decisions of the other mob when they were in 
government.” This week when we were talking about the risk of a prisoner to the community, Minister Logan 
blamed that prisoner’s escape on a decision six years ago. Now, the minister responsible for the energy portfolio 
has stood up and said that it is not his problem or his fault that Synergy has recorded the biggest loss of any utility 
in Western Australia’s history—$650 million. He said, “I’ve been handling the portfolio for three years. It’s not 
my Labor government’s problem. It is due to decisions made by the other mob when they were in.” Guess what? 
We are sick of hearing that. The minister has to stand up when he is getting paid the big bucks and take 
responsibility for the decisions he makes or the decisions he does not make that end up costing the taxpayers of 
Western Australia.  

We know that $656 million equates to around $650 a household. If individuals householders have to pay for this 
loss, that will put up the cost-of-living increases that this government has already imposed on the people of 
Western Australia from $850 to thousands of dollars. The minister needs to explain what he is going to do about 
it. Who is going to pay for it? Who is going to fund the bailout of this beleaguered utility that is not getting the 
support or the intelligent management that it needs under this Labor government?  

MR W.J. JOHNSTON (Cannington — Minister for Energy) [3.07 pm]: I invite opposition members to 
read the annual report, because in that way they would know what they are talking about. I emphasise again 
that this is not a cash loss. The board of Synergy has decided, following advice from its auditors, to revalue its 
assets. I remind members, because the member for Bateman in particular, and the member for Riverton who is 
not here today — 

Mr P. Papalia interjected. 

Mr W.J. JOHNSTON: No, that is understandable. He is not here today; that is not a criticism. In fact, the member 
for Warren–Blackwood was there as well on 23 May when we held the estimates committees. I want to quote the 
Hansard of the estimates. I said — 

Of course, it has significant depreciation, and that depreciation and amortisation will be $633 million. 
Yes, it is a $200 million loss, but it is not a cash loss; it is not a cash deficit. One of the things that I have 
discussed with the board is whether it wants to take a more rapid approach to depreciation. Would it be 
better for the business to write off some of its capital immediately? If it was a private business, it would 
write all its assets to zero, crystallise all its losses quickly and then start from that fresh position, because 
it is cash flow positive. Imagine if we could work out some ways of dealing with some of the challenges 
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Synergy faces. Imagine if we could have some way, as the member described in 2016 when he was the 
minister, of reducing the costs of the legacy generation fleet. Imagine if we could have an opportunity to 
deal with the tech — 

That should be “the TEC”, the tariff equalisation contribution — 

so that Synergy is not the only company burdened with the tech.  

The point I make here is that on 23 May in the estimates under questioning from members who are in the room 
now, I explained exactly what my plan was. I told them that this is what I was going to ask the board of Synergy 
to do. Suddenly, now that I have tabled the report that says I have done what I told them on 23 May I was going 
to do, they become shocked and horrified. 

Understand what this means: the depreciation of these assets was always going to take place. The board has 
brought that forward to now. This is not a loss; this is an accounting treatment. This amortisation was always 
going to happen, but I requested it, and the board looked at it and decided that the right approach was to 
crystallise it now. This is liberating for Synergy because it no longer has to carry the high valuations of these 
old assets. This is a liberating decision. Remember, the cash position of the company is strong. I invite members 
opposite to read the annual report because they would then understand something. Instead, they come in here 
and talk about things that they have done no analysis on. I always point out that this is the laziest opposition in 
the state’s history. 

Page 7 of the annual report has the underlying profit/loss before tax. It shows that the underlying loss is 
$5.4 million. That is exactly what I said to members on 23 May; that is, this is not a business anybody wants. 
Remember, had the other side been re-elected, it would currently be trying to sell Synergy because that was its 
plan as stated by the member for Riverton. He wanted to split Synergy into two businesses and sell it. That was 
his plan. Let us get this straight: we have crystallised the reality of the future. One of the reasons that the board 
of Synergy believes this is an important decision is that it had always operated on the planning assumptions 
given to it by the former government, which was a seven per cent annual increase in electricity prices. But the 
Labor government will not let Synergy increase prices that fast. That means that its future cash flow is lower 
than it would have been had the Liberal Party been re-elected. Energy prices are going to be lower because of 
this Labor government and we are not putting energy prices up at the rate that the Liberal Party had planned. It 
is a requirement of the accounting standards that because its future cash flow will be lower, it has to 
acknowledge it in its accounts. That is an accounting standard. I would have thought that the member for 
Bateman, who used to be a banker, would understand that. 

Ms J.J. Shaw: What did you say—banker? 

Mr W.J. JOHNSTON: Banker. 

Mr R.S. Love: Come on! 

The ACTING SPEAKER: Members! 

Mr W.J. JOHNSTON: The Commonwealth Bank website refers to how to value a business. It points out how it 
works. It states — 

• Work out the business’s average net profit for the past three years. Take into account whether there 
are any conditions that might make this figure hard to repeat 

• Work out the expected ROI by dividing the business’s … 

• Divide the business’s average net profit by the ROI and multiply it by 100. 

When that calculation is done, there is now a gap. We had to write down the valuation of the future income 
stream. This government will not let Synergy increase its electricity prices as the former Liberal government 
had planned to allow it to do. That means the business has had its future income reduced and its assets have to 
be written down. 

I will read the annual report, members and quote the chairman’s report on page 3. He states — 

… Synergy’s management and board have worked throughout FY2018–19 to understand better than ever 
the true workings of the organisation and the impact that rapidly accelerating levels of rooftop PV and 
large-scale wind generation are having on the operations of our assets and our resultant financial 
performance. 

… the Board made the difficult decision to impair the value of our property, plant and equipment by 
$428.9 million and take up an onerous contract provision for $152.4 million. 
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The onerous contract relates to its gas contract. I do not criticise the former Liberal government for entering into 
that gas contract. It was an appropriate decision. At the time, I supported the former Liberal government in making 
that decision, but the consequence of having entered into a gas contract at a time when gas prices were high in 
Western Australia is that now that gas contract is out of the money. It is not a criticism of the former government; 
it is just a fact. The former government was right to sign that gas contract. There is that great photograph of 
Peter Collier standing behind the CEO of Synergy who is signing the contract. There was nothing wrong with it 
then and there is nothing wrong with it today. However, the price of gas in Western Australia has fallen since then 
because of the proper management of our reservation policy. That means the gas contract is out of the money. 
Synergy has taken the hit on that because the price it pays for gas exceeds the price it sells it for. There is a loss 
and it has crystallised that loss. Again, Synergy was going to lose that anyway. All it has done is recognised it in 
the business accounts. The problem with the member for Scarborough is that she does not understand these things. 
These are complex issues. I say again that, yes, this was a decision made by the former Liberal government, but it 
was an appropriate decision at the time. Today, the Labor government is making an appropriate decision for today. 
If the member for Scarborough needs a briefing, I am happy to arrange it for her, but she should not come in here 
and say silly things. It is not sensible. 

People talk about the future. I am going to quote again from the chairman’s report. He says — 

In Western Australia, one of our strengths, as a result of State Government ownership, is our ability to 
navigate a course in a collaborative and careful manner that is considerate of all aspects of the electricity 
supply chain. 

Robert Cole, a prominent Western Australian businessman, makes the point that we can face the future in 
Western Australia in a stronger way than the other states because we own the assets. We can make the decisions 
on a cut-through basis that would not be able to be done on the east coast of Australia. What would happen on 
the east coast? They would push up electricity prices to cover the losses. That will not happen here because we 
will not let electricity prices get out of control, like they were under the last government. The chairman went 
on to say — 

… I am pleased with the leadership being shown by the State Government in addressing the issues we 
are confronting as a market in Western Australia. The Energy Transformation Strategy, launched by the 
Minister for Energy the Hon. Bill Johnston and being led by Steve Edwell is an excellent initiative, fully 
supported by Synergy, with the objective of delivering a cleaner, affordable more reliable electricity 
system. Amongst other things, this will see a program of work delivered which will result in a better, 
sustainable market environment. 

Mr P. Papalia: You should read that again. 
Mr W.J. JOHNSTON: I should. 

I urge members on the other side to do a bit of research. Have a look at something—take account. It is interesting 
that the member for Scarborough tried to imply that the Liberal Party knew what was happening because 
documents were leaked to it. That is clearly not the case. In May this year during estimates, I told them what was 
going to happen, but they did not know until after I had announced it! That is how much knowledge they had of 
what was happening inside Synergy. I told them it was going to happen. Four months later it is formalised, but not 
once in that time did they ever ask me a single question. Even today, the shadow Minister for Energy was too 
scared to ask me a question in the chamber. He asked the Premier a question, but he would not ask me. I sit less 
than a metre from the Premier, but he would not ask me a question about what is happening inside Synergy because 
he is too scared of the answer. It is not the first time he has done that. He once said in the media that he was going 
to ask questions in the chamber, but I had to get a backbench MP, the member for Swan Hills, to ask me the 
question because the shadow minister was too scared to do so! Yes, this is a difficult time. 

I want to remind members opposite of another thing: $750 million. Do members know what that number is? 
That is the amount of cash that was taken from the taxpayers of Western Australia and put into Synergy under 
the last government. It had a thing called the tariff adjustment payment. It was subsidising Synergy because 
otherwise it would have gone broke—$750 million in cash went into the business to keep its valuation high. 
We have not done that. 

I believe that the future of Synergy is very difficult. I said that in May and I say it again now. The idea that a legacy 
gentailer has a bright future running its business exactly as it did in the past is stupid and it is wrong. That is not 
the future for the electricity system. The future for the electricity system is about renewable energy and being more 
nimble. That is what the board of Synergy has done.  

That is what this report is about. If members had read the report, they would realise that.  
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I want to go on to one other thing. The member for Bateman talked about the privatisation of the Warradarge wind 
farm. Let me make it clear, members, the Warradarge wind farm does not exist. How can we sell something that 
does not exist? That is a question that I am looking forward to getting an answer to. The next time the member for 
Bateman comes into the chamber, perhaps he can explain how we can privatise something that does not exist. Let 
me make clear the reason for the decision to create Bright Energy Investments, which was made during the 
leadership when the Treasurer was Minister for Energy. Synergy pitched to Bright Energy Investments assets that 
took it to a 19.9 per cent share of the new company. Bright Energy Investments then paid $154 million to Synergy 
for the gap in the valuation between the shares purchased by Synergy for the assets put in and the valuation of the 
assets. It still owns 19.9 per cent. The idea that Synergy cannot sell individual assets and somehow that if Synergy 
sells an individual asset that is privatisation is stupid. They own cars that they sell when they get to the end of their 
life. The idea that that is privatisation is stupid.  
Several members interjected.  

Mr W.J. JOHNSTON: The Albany wind farm is at the end of its life. 

Several members interjected. 
The ACTING SPEAKER: Members! 

Mr W.J. JOHNSTON: It is a fact. It is sad when I look across at the other side of the chamber and see how low 
their capacity is. The Albany wind farm is at the end of its life and needs to be redone. The solar farm is needed at 
the second stage and Warradarge needs to be built, but those assets do not exist. That is why we took a 19.9 per cent 
share in Bright Energy Investments. It is a good deal for the taxpayers of this state. It is not privatisation because 
those assets were either worn out or did not exist. This a good decision for the future of Western Australian energy 
consumers and it means that we do not have to put up electricity prices because we know that we have the right 
level of valuation of these assets. We do not have to deal with amortisation and depreciation in the future. We can 
make sure we keep a low level of two or two-and-a-half per cent, as predicted in the budget papers, for increased 
electricity prices in the future—not the seven per cent that was the plan of the other side.  

Division 

Question put and a division taken, the Acting Speaker (Mr T.J. Healy), casting his vote with the noes, with the 
following result — 

Ayes (15) 

Mr I.C. Blayney Mr Z.R.F. Kirkup Mr W.R. Marmion Mr D.T. Redman 
Mrs L.M. Harvey Mr A. Krsticevic Mr J.E. McGrath Mr P.J. Rundle 
Dr D.J. Honey Mr S.K. L’Estrange Ms L. Mettam Mrs A.K. Hayden (Teller) 
Mr P.A. Katsambanis Mr R.S. Love Mr D.C. Nalder  

 

Noes (29) 

Ms L.L. Baker Mr W.J. Johnston Mr D.T. Punch Mr D.A. Templeman 
Mr J.N. Carey Mr D.J. Kelly Ms M.M. Quirk Mr P.C. Tinley 
Mrs R.M.J. Clarke Mr F.M. Logan Mrs M.H. Roberts Mr R.R. Whitby 
Mr M.J. Folkard Mr M. McGowan Ms C.M. Rowe Ms S.E. Winton 
Ms J.M. Freeman Ms S.F. McGurk Ms R. Saffioti Mr D.R. Michael (Teller) 
Ms E.L. Hamilton Mr S.A. Millman Ms A. Sanderson  
Mr T.J. Healy Mr P. Papalia Ms J.J. Shaw  
Mr M. Hughes Mr S.J. Price Mr C.J. Tallentire  

            
Pairs 

Ms M.J. Davies Mr B.S. Wyatt 
Dr M.D. Nahan Mr R.H. Cook 
Mr K.M. O’Donnell Mr M.P. Murray 
Mr V.A. Catania Ms J. Farrer 

Question thus negatived. 
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