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ELECTRICITY CORPORATIONS AMENDMENT BILL 2015 
Second Reading 

Resumed from 12 March. 

The DEPUTY PRESIDENT: Members, the question is that the bill be agreed to. 

HON KATE DOUST (South Metropolitan — Deputy Leader of the Opposition) [12.54 pm]: That is a very 
good question, but, sadly, I do not think the opposition will agree to this bill today or at any other stage of the 
process. In fact, I state quite clearly up-front that the opposition will be opposing this bill stridently. If we look at 
the Electricity Corporations Act and ask why we need to amend it, it is because this government has a huge black 
hole in state debt. It is trying to be creative. It is trying to find ways to pull in some more dollars to get it out of 
that big black hole, so it asks, “What can we do?” The best way to pull in some cash is through the utilities. Over 
the past few years we have seen a steady increase in the dividend returned to the state government from these 
utilities, and now we will see, in the words of the second reading speech, “a more flexible approach” to 
dividends—a greater, flexible approach. I do not know about others, but I always get worried when I hear the 
word “flexible”. Some people see it as a positive, while others see it as a weasel word. In this case, it is about 
creative accounting. It is about finding the money that Western Australian consumers are paying for ever-
increasing utility bills, and then changing the rules so that the government can pull that money back into 
consolidated revenue. 

Before the minister says anything, I know from when we have dealt with these types of bills in the past, and 
talked about ever-increasing dividends and the government tapping those utilities for extra cash, that the 
government always says, “Yes, but you can’t complain; we use that money for schools, hospitals, police and 
community resources.” We know that that is not really the case. Over the past few years the government has 
used the money to pay for its vanity projects. We have seen that money poured into stadiums, and into 
Elizabeth Quay—I keep wanting to call it Betty’s jetty—but we are certainly not seeing that money flow back 
into schools. I am sure that Hon Sue Ellery would be a lot more comfortable, as shadow Minister for Education, 
if some of the cash from dividends flowed back into schools, but we are seeing money flowing out of schools. 
We are certainly not seeing the number of police on the beat that we were promised, and there are problems with 
queues of people waiting to access health services. The government can run those lines, and we know that it is 
very good with slogans. I will come back and talk about Mr Barnett’s slogans versus his promises a little later in 
the debate. 

The opening words of the second reading speech are about how this piece of legislation will give the government 
greater flexibility to change the regime, and operate in a different regime under which it can access dividends 
from the utilities. A lot of this is about changing the type of accounting processes being used to determine how 
the dividends will be allocated, and I will talk about that when we get into the bill. This is not an onerous piece 
of legislation in its construction. It has only eight clauses, and amends only five or six separate sections of the 
current Electricity Corporations Act. It is not difficult legislation, but we need to be concerned about the intent 
behind the proposed changes. We know that because of the government’s financial mismanagement, it needs to 
be creative about how it can pay the bills. Since 2008, there has been a steady decline in the fiscal management 
of the budget right across the spectrum, and we know that the government is becoming more and more desperate 
about how it can pay its bills. We know that the government has lost its AAA credit rating, which has caused 
great consternation not just in the finance community, but also in the general community, about how the 
government manages the books. 

I know that we are heading for a small break in the afternoon, and I know that I have quite a bit to say about this 
legislation, so I might start talking about what it actually does. The two significant changes in this legislation 
relate to the accounting models that will be used. As set out in the explanatory memorandum, firstly, the 
legislation replaces the profits test, which was the method used to calculate the dividends, found in 
section 126 of the current act, with a test based on the corporation’s net asset and solvency position. I had a 
briefing earlier this week, and I thank the minister for organising that briefing at such short notice, so that I could 
gain a better understanding of where the government was coming from. 
Hon Peter Collier: I am always very accommodating. 

Hon KATE DOUST: I know the minister is always very accommodating in trying to resolve the issues around 
briefing arrangements, and I hope he continues to do so. 

In the second part of the briefing, the adviser said that the other change is to pick up or adopt part of 
section 95A(1) of the commonwealth Corporations Act 2001, specifically in relation to the issue of solvency. 
I will come back and talk about that definition and what it might mean for this legislation. 
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There are two key changes: the manner in which the amount of dividend is determined and the accounting 
process it is based upon, and changes relating to the issue of solvency. Although dividends are currently issued 
annually, and the information is set out in the statements of corporate intent provided by the various utilities, this 
bill makes a significant change in actually allowing the government to seek an interim dividend. That is the 
concern. The government will be able to have its annual dividend and seek an interim dividend. It is a bit like 
being able to turn the tap on whenever there is a need for a cash top-up. That is the concern with this bill. I am 
sure that after lunch we will be able to have a much lengthier discussion about these matters. I see that the 
Leader of the House is choking to go and have a sandwich. 

Sitting suspended from 1.02 to 2.00 pm 
Hon KATE DOUST: Before we broke for lunch, I was starting to make a few preliminary comments about this 
piece of legislation. I spoke about what the bill seeks to do and started to outline our reasons for opposing it. 
I think I had already picked up on the key word in the second reading speech around increasing flexibility. By 
“flexibility”, we meant the government’s capacity to tap into a cash resource. When we think about it, if this 
change goes through and the government is able to tap in via an interim dividend mechanism, it is a bit like using 
the utility as we would an automatic teller machine—to pull cash out if and when we need it. 

Over the last few years there has been a bit of controversy around dividends that have been paid. As I noted in 
the first part of my speech, we have seen a significant increase in the amounts paid by the various utilities, which 
are not just reflected in the percentages paid. If we go back to 2008 and 2009, each of the utilities had 
a 50 per cent dividend applied. From 2009 and 2010 onwards, that dividend increased, so Horizon is now 
looking at 65 per cent and Western Power is looking at 65 per cent. Synergy used to be 75 per cent and 
Verve used to be 50 per cent but I dare say that will change. I imagine that for this year, under the current 
regime, the government would be expecting at least a 65 per cent dividend from a newly merged combination of 
those two utilities. Although the percentage is quite significant, the government has been able to access tens of 
millions of dollars via this mechanism to put back into the consolidated revenue fund. 

I had cause to look back over some media. When the Leader of the House was the Minister for Energy, we had 
some discussion about dividends. I looked at a press release put out on 25 March 2011. Four years and one day 
ago we were talking about similar issues. At that time I think there was an issue with the two separate boards of 
Synergy and Verve. The minister of the day, the current Leader of the House, Minister Collier, obviously sought 
a higher dividend at the time than what the boards thought they should pay. There was a dispute about that. 
At that stage the government was seeking to claw back more than $80 million. There are some significant 
problems and ongoing history with the government simply using these utilities as cash cows. Although the 
government has been constrained to only apply the annual dividend, it has obviously quite desperately been 
searching for a way to up the ante and seek an increase in the frequency of attaining that dividend and also an 
increase in the amount of dividend returned to government. 

I have already noted that each of the utility’s statements of corporate intent outline their dividend policy. On 
page 11 of Verve’s “Statement of Corporate Intent” 2013–14, under the heading “Dividend Policy”, it states — 

Consistent with the performance targets, dividends are agreed annually with the Government according 
to the profit results. Verve Energy accepts the Government’s policy of a dividend rate of 65%, to be 
paid from after tax profits. 

As we know, that will change. It will not be paid from profits; it will be based on assets. The next part of this 
report refers to the accounting policies and government standards, stating — 

Verve Energy’s accounting policies are consistent with Corporations Law requirements. Financial 
statements adopt the historic cost convention and reflect the accrual basis of accounting. Consistent 
with the State Budget, the projected financial outlook is in accordance with the International Financial 
Reporting Standards. 

Obviously, although we are being told that one of the changes that we are dealing with today will better reflect 
elements of the commonwealth Corporations Law, obviously the utilities—I refer to Verve but I am sure the 
other utilities also apply the same principles—were already working within the framework of the commonwealth 
Corporations Law in how they manage their operations and certainly in how they manage their payments and 
arrangements around dividends. Again, I am not too sure why we have had to make that direct shift. Maybe we 
can have a more interesting discussion around this definition of solvency that the government seeks to move into 
this legislation and pick it up out of the commonwealth Corporations Law. 

As we have already said, this bill will change the method used to determine the amount of dividend to be paid. 
Currently, the dividend is paid out of the profits each year. When this bill is passed, the dividends will be paid 
out of assets. Technically, one of the concerns is that under this new regime, the company or the utility could 
borrow to pay the dividend as long as its liabilities are less than its assets. If the government said it wanted to 
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issue an interim dividend notice for, say, $2 billion, nothing would stop that utility from seeking a loan to pay 
that dividend, and it would then have to pay off that loan. That does not affect the government’s debt issue; 
it only affects the debt of the utility. It is a case of transferring the buck. 

Hon Ken Travers: That solves their surpluses problem. 

Hon KATE DOUST: It does solve the government’s surpluses problem. It makes it look a lot better than it is. 
It is a bit of a smoke and mirrors approach to managing its finances. The approach being taken by the 
government in this regard is a real concern. We should remember that these are public utilities; they are owned 
by the people of Western Australia. Since 2008, we have seen significant increases in what consumers are paying 
for the product across the spectrum of utilities. Although we are being told that these costs will increase, the 
government is now saying that these utilities are making all these profits but rather than putting them back into 
infrastructure or reducing costs, the government will take that money and use it for other means. 

We also need to keep in mind that under proposed section 127A(3), the dividend can be set by the minister, even 
if the board disagrees. I already referred to the matter back in 2011 in which a notice or a direction—I cannot 
remember whether it was a direction—was given to those two boards from the minister seeking an amount that 
they obviously did not agree with. The chances are that that could happen again in the future. It may place 
a burden on those utilities in how they manage their business. I have to ask why the government is doing this and 
what are the advantages and benefit to the community for this type of change, because certainly that was not 
articulated during the briefing. At the briefing we were told that it is about modernising, updating and bringing 
Western Australia into line with the commonwealth’s corporations law in terms of how to manage accounting 
practices and processes and organising dividends. There has been no discussion about the real benefit of this type 
of change for the community. Why do we have to debate the Electricity Corporations Amendment Bill 2015 and 
why has it come on so quickly? Given that this is not a money bill, why has it been introduced into this house 
and not the other house where the Minister for Energy is located? Why has the bill not been introduced in that 
place first? Why are we dealing with it first? I am sure the Leader of the House will be able to provide an 
answer. I do not know whether we have come back to the core issue that we are dealing with in that there has not 
been enough legislation in this house since we started back in February. Perhaps the government introduced the 
bill in this house to try to keep us busy so that we do not continue to knock off work early.  

I refer to a very interesting article in The Sunday Times on 22 March by Joe Spagnolo, which is headed 
“State reaps $1b in power dividends”. Mr Spagnolo has written a good piece; indeed, I did text him a while ago 
to say that I thought that his writing was improving. He told me that he appreciated my comment. The article 
reads — 

Power companies will pay almost $1 billion worth of dividends to the Barnett Government over the 
next four years off the back of huge profits and forecast increases to power prices. 

I wonder what we could get for $1 billion. We could get a lot, an awful lot, but I do not think any of that money 
will be spent on the things on which we would like it spent. These increases, these changes — 

Hon Ken Travers: It could cover the interest bill. 

Hon KATE DOUST: It could cover the interest bill. Hon Ken Travers is right. 

The government is trying to find ways to cover the big black hole of state debt that is ever-increasing and 
I understand is forecast to hit something like $30 billion or more in the next couple of years. There is a great 
myth that Liberal conservative governments are excellent managers of finances. What we have seen since 
2008 has shown that that is not the case. Certainly in the last year or so there have been massive problems with 
the state’s budget and a lack of capacity to manage the books and deliver services to our communities. The bill is 
the government’s bandaid approach to try to find an extra avenue of cash to stem the flow and put money back 
into the kitty. 

Mr Spagnolo’s article refers to how the government is expected to make, from the now three utilities, 
a $1.8 billion profit in the financial year 2017–18. The article reads — 

During the same period, dividends paid to the Barnett Government are expected to total $985.7 million. 

That is an amazing amount, an incredible figure. The article continues — 

But despite the windfall, Treasury is forecasting power bills will continue to go up 7 per cent each year 
after a 4.5 per cent increase this year. 

Even though the government will be raking in historically high dividend returns, it will continue to jack up 
electricity prices. Western Australian consumers will continue to pay ever-increasing prices while the 
government keeps dipping its hand into the utilities for money that will be used for other purposes. The article 
quotes Mr Barnett as saying that the government is constantly trying to keep prices down. A little later I will talk 
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about the difference between a slogan about utility prices and a promise about utility prices, because there seems 
to be a lot of confusion, particularly on the part of Mr Barnett, about what is a promise, what is slogan and when 
to keep a promise. Given the events of the past few days surrounding the Minister for Energy and given 
Mr Barnett’s, I do not know whether it is forgetfulness — 
Hon Simon O’Brien: He is a fine Minister for Energy. 
Hon KATE DOUST: The member may say that, but I may not agree with him. Perhaps ministers need a bit of 
old-fashioned ethics training in the way they manage their business and engage with the community. 
Hon Helen Morton: That is amazing coming from your side of Parliament—amazing! 
Hon Sue Ellery: It would appear that you’ve learnt nothing. 
Hon Helen Morton: Amazing! 
The ACTING PRESIDENT (Hon Liz Behjat): Order, members! 
Several members interjected. 
Hon Helen Morton: Five ministers had to step down. 
Hon Sue Ellery: Yours don’t; they just breach the code and get away with it. 

The ACTING PRESIDENT: Excuse me! I have called for order! Hon Kate Doust has the call. 

Hon KATE DOUST: Thank you, Madam Acting President. A discussion about this government’s lowering of 
standards is entirely appropriate. I never cease to be amazed by how low the bar goes. Most people in the 
community would be appalled with the government’s behaviour and disregard for the standards that should be 
applied to those in ministerial roles. I do not know whether ethics training is provided to ministers. I do not know 
whether there is any discussion about integrity, but we have seen very clear demonstrations — 

Hon Peter Collier: What does this have to do with the bill? 

Hon KATE DOUST: It has to do with the bill because this government is being dishonest with the community 
at large about why it has brought in this legislation. It is not telling the community why it needs an interim 
dividend or an increase in the dividends and what it will do with the dividends because it certainly has not done 
what it said it would do, which is to deliver those funds back into education, health, policing and other 
community services. The funds are coming out of those areas and going back into vanity projects. This is all 
about integrity. It is about the government not being honest with the community and not being clear as to why 
the bill has been introduced. 

Let us talk about why we are at the point at which the government is so desperate to introduce a bill such as this. 
There have been some basic changes, some of which were outside the government’s control, some of which were 
within its control. Western Australia has lost its AAA rating, which has caused a whole range of other flow-on 
impacts. There is a problem with the iron ore price, which is at an historic low, and obviously that impacts the 
budget bottom line. There are other issues with the GST. I think all parties are fairly uniform in their 
condemnation of the way the federal government applies GST amounts to Western Australia. We do not get any 
progress on that, which impacts the state budget. The government has been trying other mechanisms to save 
money and efficiency dividends have been placed on government agencies and departments. There has also been 
a 15 per cent reduction in general government procurement across the board. We had a healthy debate in this 
place about the public sector reform legislation. Up to 1 500 public servants took voluntary redundancy from the 
system because the government wanted to save money. As a result of that legislation, the government has the 
capacity to impose involuntary redundancy on a significant number of workers if and when it needs to. There has 
been a further five per cent efficiency saving to agencies’ asset investment programs for 2015–16. One has to 
look only at some of the portfolios that I deal with, such as commerce, to see the number of programs and grants 
that have been slashed and burned to try to save money. Last week the government tried to rally itself and install 
a new information and communications technology commissioner based out of the Minister for Finance’s office. 
That is saving money and how it manages its procurement; sadly, it is not about setting up an ICT plan for the 
state because it is all about saving dollars. As I referred to earlier today, there have been issues in the 
TAFE sector because fees have gone up. We have seen education cuts. We will finally get to see on budget 
day—14 May, I think—how much money Western Australian consumers will pay for the next year at least in 
increased charges. 

The only area that seems to be doing well for itself at the moment—I am surprised the government has not found 
a way to tap into its reserves—is EnergySafety, which has attracted an additional $5.33 million over four years 
to continue its functions, which are very worthwhile. Sadly, EnergySafety has to look at a number of matters at 
the moment to improve that sector. Given that EnergySafety is funded by the industry, it is only a matter of the 
time before the government looks at that area as well. 
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The government has some clear problems, some of which are within its control and some outside its control. I do 
not think a bill like this will solve the government’s problems. I sometimes wonder whether a change of leader 
might solve their problems, but that is up to them! 

Hon Ken Travers interjected. 

Hon KATE DOUST: That is the problem! The government has lost one minister permanently and another one 
because of poor decision-making. All the potential leaders have had to take a back seat. The Liberal Party has 
significant problems and, unfortunately, because it cannot sort out those problems the public has to pay the price. 

Let us look at the burden that has been placed upon taxpayers and energy consumers in this state since 2008. Let 
us look at electricity. I will refer to cost-of-living increases under the Barnett government and quote from 
a budget overview prepared by WA Labor. 

Hon Simon O’Brien interjected. 

Hon KATE DOUST: I thought that might wake up Hon Simon O’Brien! In 2009–10, we saw a 32.53 per cent 
increase in the cost of electricity from 2008. 

Hon Helen Morton interjected. 

Hon KATE DOUST: The numbers are taken out of the government’s budget papers. 

Hon Helen Morton: You’re being creative! 

Hon KATE DOUST: If Hon Helen Morton wants to talk about being creative, let us talk about this bill because 
it is an example of creative accounting. That is what this bill is all about. 

Hon Simon O’Brien interjected. 

Hon KATE DOUST: This is not irrelevant; it relates directly to why this bill is unnecessary. In 2009–10, 
consumers paid $1 277 in increased charges. In 2010–11, they saw a 13.2 per cent increase in electricity costs or 
$1 433 a year. In the following year, it steadily increased to $1 550, a five per cent increase. By then, the 
government got the message that people were starting to hurt, so the increase was not as dramatic. In 2012–13, 
we again saw a minor increase in electricity charges of 3.49 per cent, so people only paid an extra $1 568 that 
year Let us face it, if someone is on a pension or a single income and they have a few kids, it is a pretty tough 
gig dealing with these increases. In 2013–14, we saw a $1 630 a year or four per cent increase. The charges are 
starting to increase again. In 2014–15, the consumer was looking at a $1 704 increase, or 4.5 per cent. Overall, in 
the first six years of this government, the average annual increase in electricity charges was about $741 and the 
percentage increase over that period was 76.9 per cent. That increase is replicated with water, which saw 
a 90 per cent increase over a seven-year period, and with sewerage and drainage, with a 62.7 per cent increase. 
Public transport charges also increased, by just under 30 per cent. Overall, the cost-of-living increase since this 
Liberal–National government was elected is 48.63 per cent. That is an enormous financial burden that consumers 
in this state have to deal with. Over that time, the government has cut, cut, and cut right across the spectrum of 
government services. We have lost out on a range of significant projects, programs and grants that would have 
enabled the community to engage in new opportunities, and perhaps create new employment opportunities and to 
better enhance our communities the length and breadth of the state. People will continue to pay these increased 
costs. We know already that increases have been flagged in the upcoming budget. 

That brings me back to the government’s series of broken promises. We know that within a week of this 
government coming into being, it started breaking promises. The government has well and truly broken over 
150 promises. I have not checked the brokenpromises.org.au website for a while, but I am sure that those broken 
promises are ratcheting up, because it is the way the Liberal–National government operates and manages its 
business. The Premier now says that it was not a promise but something that he said at the time. He said it was 
an election slogan and not a promise. This government always amazes me with its capacity to try to dissuade the 
community that something is not what it said it would be. The problem is that the Premier will come out and 
make these statements and, sadly, the media allows him to get away with it on most occasions. We are now 
dealing with our Premier saying, “That’s not what I meant; this is what I meant.” 

I want to talk about the other reasons we are having to deal with this legislation in which the government seeks 
to increase its take from utilities. Since 2008, we have seen a fairly dismal failure by respective ministers in 
managing the energy sector. We have had a number of debates in this place over the last few years about the 
problems we have identified in the energy sector, most of which happened prior to Minister Nahan taking over. 
I must say he has had a few of his own problems, but he has had to do some mopping up in other areas. Let us 
talk about some of the areas in which the government has failed and that ended up costing the consumer. The 
feed-in tariff scheme is a fairly significant area. The government made a commitment about the amount of 
money it would pay in that scheme. It had not thought that through. There was a massive take-up and the 
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government had to cut, cut and cut. From memory, there was an issue about somebody forgetting to stamp some 
documents and the government ended paying out a lot more than it had planned and it will continue to pay out in 
that regard. We had the issue that Hon Ken Travers referred to earlier with the 330-kilovolt ampere unit line 
from Perth to Geraldton. Money had been set aside in the budget prior to 2008 for that project to go ahead. 
Hon Ken Travers is right that the City of Greater Geraldton was absolutely waiting for that to happen, as were 
the midwest mining companies in the iron ore sector. 

Hon Ken Travers: It stunted growth in the midwest. 

Hon KATE DOUST: It absolutely did. We found, when the government came into office, that it deferred, 
delayed, and cut the funding for that project. I do not know now—I hope the minister is able to provide me with 
some information—whether any of that project has been completed. 

Hon Ken Travers: It goes through to Eneabba and then Karara. 

Hon KATE DOUST: I think that Karara Mining Ltd paid for its own extension. Karara was so desperate it had 
to fund its own project; it could not wait any longer. The government still has not addressed the problems in 
Geraldton. Geraldton wants to be a smart city and to change the way it manages business and to be on the cutting 
edge of ICT and hook into the capacity it would have with the national broadband network coming into town and 
the Square Kilometre Array located not too far way. It needed its power security and systems upgraded to 
guarantee that and also to make sure it did not have power blackouts, which they were having on a fairly regular 
basis. I imagine that Hon Darren West, as a member for that area, might be able to clarify for this place at a later 
stage the view of the local government on the fact that it is still waiting. I imagine it is very disappointed in the 
way the government has managed that project. It has always been as though it was on the never-never; that it was 
never ever going to happen. That was a very significant failure. I know there were numerous debates in this place 
about that particular project. 

Then we have Muja A and B, which is probably the most expensive energy project ever. It was initially set up by 
Hon Colin Barnett when he was the Minister for Energy back in the 1990s. It was a very expensive decision, 
and, as we know now, I think it has already cost taxpayers over $300 million. The government continues to pour 
money into that facility and to talk it up. I know there was an explosion down there recently. One has to question 
why the government continues to throw good taxpayers’ money into that project when quite possibly there are 
alternatives. There has been a very poorly managed approach to that project. There are a lot of other matters 
around the Muja A and B decisions that I do not have time to go into today. 

I want to reference the Bunbury to Albany pipeline, which, again, is a project that was flagged before the 
election and had money allocated to it in the 2008 budget to start preliminary work. I do not think the Bunbury to 
Albany pipeline has commenced or whether it will ever commence. I do not think any work has been done and 
there are lots of problems around access to land, the impact of the pipe, where it will be placed, the cost and how 
much of the gas will be taken up. It is another big pipedream of the Premier. 
I touched upon the more than 76 per cent increases to energy prices that Western Australian consumers have 
already had to bear. I know the minister talked about full retail contestability and that prices will keep going up. 
On the one hand that discussion is happening and on the other hand the government is saying let us change the 
rules, so we can seek more dividends from these utility companies. Members have to ask themselves: Where is 
the fairness that consumers expect? Why are Western Australian utilities users being treated so harshly? 
We then had the monumental failure of the power pole inspections, and a very good report from the 
Standing Committee on Public Administration—I always forget; is it called “unassisted failure” or “assisted 
failure”? 
Hon Ken Travers: I think it is called the Trenorden report. 
Hon KATE DOUST: Yes, the Trenorden report. It is a very good report, and given a couple of incidents 
recently, it is perhaps worth visiting again. There was a young lad electrocuted down in Mandurah by a power 
pole, and now we have the ongoing debate about who is responsible. It is crazy that we are still having those 
discussions, and crazy that that power pole was left there live for five months — 
Several members interjected. 
The ACTING PRESIDENT (Hon Liz Behjat): Order! 

Hon KATE DOUST: Madam Acting President, as I was saying, there are ongoing issues with that. Again, we 
almost had another tragedy with a fallen power pole, when one would have thought that we would have learned 
the lessons of the past and certainly learned the lessons from that report, and tried to prevent those things 
happening again. Where was the Minister for Energy on that? I know that he called in at EnergySafety, but that 
is not actually his; it is under the commerce portfolio. I am always quite amused by the lack of clarification of 
who is responsible for what in that space. 
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Let us talk about another government decision under this lot that is another monumental failure and cost 
taxpayers money—that is, when the government set up a new billing system for Synergy. Consumers found not 
only that their bills were delayed for months and months, but also that they were expected to pay, over a short 
period of time, I think it was two weeks, outrageously high bills because the utility had not been able to get its 
act together and process the bills on time and in order. A very, very expensive system was put in place, and 
perhaps there needed to be more preparation before it was rolled out. I recall asking a series of questions that 
extended almost over a year to find out how many people were affected and how many people had not received 
their bills. We are talking about a massive injection of funds into this area by the government, but it does not 
seem to get it right. The government forgets that it is actually taxpayers’ dollars that go in and come out. 
The Synergy billing system was another failure. 

We then had a series of reports from the Economic Regulation Authority about the various utilities’ treatment of 
consumers. The ERA was highly critical of how certain events were managed by a range of utilities. I must say, 
I did not find the government was always quick to address those issues. Earlier in the piece, there was the matter 
of outsourcing call centres that lost us local jobs. That was another problem. Over the last few years, we have 
seen a number of calamities and a number of decisions taken that at the end of the day have either provided 
extensive delays or inconvenience to Western Australian consumers or ended up costing consumers, sometimes 
in the realm of millions and millions of dollars. That should not have happened. That was compounded by 
a government prepared to spend tens of thousands or in some cases hundreds of thousands of dollars on a range 
of reviews. There was the gas management review and the State Energy Initiative, which went out with a bang 
and a whimper. It was one of the biggest motherhood statements I have ever seen, and, at the end of the day, I do 
not think anything actually came out of that review that took an extensive period of time. There was a range of 
other reviews around feed-in tariffs and changes to the tariff system. The Office of Energy was moved away 
from Minister for Energy and transferred into, I think, Treasury. Towards the end of that period, leading up to 
the last election, before the change of minister, there were all these indications from the Premier that he was 
starting to get that this portfolio was not being managed appropriately. He started to draw away elements of 
control from his own minister and put them into Treasury where there would be a different level of oversight of 
the management and expenditure attached to this portfolio—the Premier must have been concerned about it. 

Madam Acting President, members need to understand that all those projects, in which a significant amount of 
public money was expended and blown away—wasted, if you like—because they were not managed properly, has 
led us to have to deal with legislation such as this bill today, in which the government seeks to change the rules, so 
that it can tap into a new area of finance to help it get out of its problems. That is the link back to the legislation. 

We also have a new minister who has had his own range of problems in the energy portfolio. I note that this week 
he introduced another review document. This government is very good at having reviews, but it is not necessarily 
good at putting them out for public consumption or letting us know what it will do with them. On this occasion, the 
minister has actually delivered on a review. The electricity market review options paper is dated December 2014. It 
is a very broad review that is perhaps timely, given that we are dealing with the Electricity Corporations 
Amendment Bill, and that there might be a few things in this review we might want to touch on. 

The electricity market review paper contains a number of references to potential changes that could lead to 
privatisation, and reference to EnergySafety, which I thought was interesting given it is not part of 
Minister Nahan’s portfolio. On page 91, a very interesting part headed “Adequacy of Access to Capital Funds” 
looks at how funding could be found to pay for future infrastructure, but the options it references are pretty much 
all around privatisation. That makes me wonder where this type of legislation we are dealing with today will 
ultimately lead us, because if the government is able to, basically, extract all the surplus funds from the utilities 
on an ongoing basis, essentially sucking them dry, if you like, will that make it easier for the government to cross 
that threshold and ultimately privatise them? If the government does that, I think it will end up costing the 
consumer a lot more. If members go through this part of the review paper, really the discussion around funding 
options for the future is all about engaging in the private sector and privatising the utilities. I understand that 
a couple of things have come out of this. The minister has talked about consumers being able to have access to 
a range of electricity providers. I thought that was an interesting change. I do not know whether we would get to 
the point that they have in, I think, New South Wales, where a number of independent electricity providers 
essentially hound consumers—they target consumers, and seniors in particular—to buy their product. I wonder 
whether the government has given consideration to how it would manage that and the sort of protections it would 
put in place to look after the consumers who would be targeted. Of course, a lot of people would find that 
attractive because they would think that by having a range of providers, it might actually make their electricity 
costs cheaper; I am not too sure whether that is the case. 

Returning to the Electricity Corporations Amendment Bill 2015, we need to ask a range of questions as to why 
these particular changes have to be put in place, given that the government can already issue directions and seek 
a substantial amount of the dividend. I think that the government has been very clever in the language used in 
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this legislation, because it states that the bill is about modernising, updating and being consistent not only with 
the Corporations Act, but also with what happens in a range of other states. I understand that the only other state 
that does not have a similar regime in place for the accounting practice and the interim dividend is Tasmania. We 
are not convinced on this side that these changes will bring any clear benefit to the Western Australian energy 
consumer. The only benefit that will arise out of the passage of this bill in a positive sense is to the state 
government of the day in that it will be able to issue a request for an interim dividend when it needs it to top up 
its budget or its coffers to enable it to get out of its black hole. That will not help the consumer; it will help the 
government. At the end of the day, the Western Australian consumer will continue to pay a higher price for the 
decisions that this government makes in the area of energy. That is not going to stop until there is a change in 
government and we reassess where things are at. 

Compounding those problems is the fact that, as I said earlier, we have a Premier who goes out and tells the 
people of this state one thing and then does not deliver on it, and then changes his language when he gets caught 
out. If members do not think that is dishonest, I do not understand where they are coming from. I think that is 
dishonest to the community, and we have a bill such as this because the Premier is trying to cover himself. 
I would strongly urge the Premier to seek some sort of ethics training or to understand that when he goes out and 
tells the community he is not going to increase the prices by a certain amount, he should not do that because the 
community will remember. 

The changes in this bill include the insertion of proposed sections 127A and 127B, the introduction of the interim 
dividend, and the introduction of the definition of “solvent” to bring it in line with the definition in the 
commonwealth corporations law. Although the definition refers to a person who is solvent, the question would 
really be: Is the state going to be solvent? How is it going to manage it? How do we define, in the context of this 
bill, who that person is? I think we might find that the answer will be the utility, but I would hope the minister is 
able to provide that response. 
I am sure the minister is still listening, but I do not have any specific questions at this point around the detail of 
the bill, probably because we are going to oppose the bill. But it may be that Hon Robin Chapple might have 
some questions that he wants to raise, and who knows who might end up asking questions in committee? 
Hon Ken Travers: I might have some. 
Hon KATE DOUST: That is right, Hon Ken Travers. 

What we are seeing here is not any different, as I understand it, from the changes that have been made in how the 
government can access dividends for the Water Corporation. I understand it has done it for ports, and we saw the 
recent example with the Insurance Commission of WA and the changes to the dividends arrangements there. 

I started my contribution by saying that this is a really desperate government that has not been able to manage its 
finances since 2008. It has had to deal with a whole range of matters on which the expenditure has certainly 
blown out on a number of activities. I am thinking about the expenditure that was utilised during the local 
government fiasco. We can look at the tens of thousands of dollars of taxpayers’ — 

Hon Stephen Dawson: Wasted—sinfully. 

Hon KATE DOUST: — money wasted there. If we look at the hundreds of millions of dollars being spent on 
Elizabeth Quay and on the stadium, we would have thought that if the government was not able to manage its 
own domestic budget, it would cut back on things. That is what people normally do. That is what consumers in 
WA have had to do. Every time this government has increased the utility costs, every consumer has had to cut 
back their own household expenditure in one way or another, but this government does not apply the same 
principle to its own expenditure. As a result of that, it is changing the ground rules so that it can tap into more 
money. That is the only reason we are dealing with this bill. It is shameful that the government has to do this, 
and at the end of the day the Western Australian consumer will pay for the poor financial mismanagement of this 
state by this Liberal government. 

HON ROBIN CHAPPLE (Mining and Pastoral) [2.48 pm]: We were provided a good briefing by the 
department; I always like to thank the department and the minister for having provided a briefing. The briefing 
was mainly focused around the fiscal matters relating to the Electricity Corporations Amendment Bill 2015. 
State-owned electricity corporations such as Synergy, Western Power and Horizon Power typically pay their 
dividends as a percentage of their annual net profit after tax, as dictated by their corporate statement of intent. 
That means that corporations cannot pay a dividend that exceeds 100 per cent of its net profit after tax. 
Sometimes these corporations end up with a cash surplus that does not technically constitute a profit. Currently 
the corporations are prevented from paying these kinds of surpluses back to the state as a dividend. I have 
a problem with the method of paying back some of these surpluses and the access to them. Usually surpluses 
have been held within the corporation for procurement of extra power or those sorts of things. It is a bit like 
a reserve fund. If a corporation knows that it will need some money in the future for development of extra power 
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or refurbishment of power stations and those sorts of things, that money is put aside. Corporations in the non-
public sector and in the private sector re-evaluate the moneys they hold and assess whether they need them. If 
they do not need them, they bring them back into their general revenue for other purposes. The problem here is 
that if that money is brought back out of surplus, it is accessible to the government for its purposes. Money is 
removed from the corporation that may be held for corporate intent such as refurbishment or development of 
extra power or other facilities.  

I have two concerns about this. I mirror the concern of Hon Kate Doust that this is potentially just another cash 
grab to bring money back into general revenue. In the briefing we had the officers quite rightly said they were 
just trying to bring the system into line with the federal regime and create a more efficient use for the surplus 
funds. If that efficient use is maintained within the corporations for the development of new power, alternative 
strategies or smart meters, I do not have a problem. The problem is if we bring that money out of those entities 
back into general revenue it can be spent on anything, such as new prisons, propping up departments that have 
deficient budgets or all manner of other things. Therein lies my fundamental problem. We have utilities that are, 
in essence, by the state, for the state and the general public. We know that in the future we will have significant 
problems within the energy market. I would have thought that we needed some long-term strategic plan that 
would take account of some of the reserves that might be available and say, “If we don’t need new power 
stations; we have just spent $400 million propping up Muja A and B which are of no particular value to the state; 
it would be useful if we used some of those funds for future development of energy within the state.” 
Minister Mike Nahan indicated that gas prices to the state will go up approximately 100 per cent. Knowing that 
43 per cent of energy in the south west interconnected grid comes from gas, we will see significant increases in 
energy pricing. That will lead to a number of things that I believe the energy sector—Synergy, Western Power 
and Horizon Power, which typically pay dividends—is not taking into account. One is Western Power’s poles 
and wires section being left with stranded assets, which it will have to manage as people move off the grid. It is 
interesting to note that at the same time as we are talking about the south west interconnected grid, we are 
looking at better improving our relationship when it comes to the north west grid and at building some structures 
up there. If that becomes an integrated system, there is most probably the ability for reserves to be established 
and/or possibly moving held moneys out of reserve status back to the state.  

An interesting issue is that we provide subsidies to Horizon Power, which also provides a profit to the state. We 
know that Horizon Power is embarking on a significant program which, according to Horizon Power, by its own 
volition is to reduce the amount of money the state has to provide it as a subsidy and, thereby conversely, 
without affecting the profit line item it then returns to the state. It is anathema to me that we subsidise an 
industry while, at the same time, the industry provides us with a profit. We know from questions I have been 
asking in estimates hearings that significant things are at play around Horizon Power’s business plans A, B, C 
and D, which purport to reduce the number of employees in the region. We know that in June 2013, 
Horizon Power embarked on a strategic review program with the aim of reducing Horizon Power’s subsidy from 
the state government by $100 million per annum by 2018. As a member representing the regions, I am really 
concerned about this because, in my view, this will potentially lead to a reduction in the level of service to the 
regions. We note the following in the Kalgoorlie Miner of Saturday, 13 September 2014 — 

Three Horizon Power linesmen in Esperance and Hopetoun are set to lose their jobs by the end 
of November. 

Managing director Frank Tudor said a combination of factors, including the completion of capital works 
and a reduced level of customer-funded works, meant less work for the linesmen. 

“We have recently implemented a new asset management system which has identified a more targeted 
and reduced work program,” he said. 

I used to work for industry and that terminology usually meant that we were going into a crisis management 
structure as opposed to maintenance and review. I remember those lines clearly from Mr Freeman, the then chief 
executive officer of BHP Billiton. It continues — 

“This new system, together with issues associated with the economic downturn, has necessitated 
a review of our distribution work-force. 

Mr Tudor said Horizon Power would continue to deliver a safe and reliable power supply. Another nine 
linesmen in Northern WA will also lose their jobs. 

From questions asked in this place, we know already that linesmen were being removed from Kununurra. When 
we asked about power outages in Kununurra in the last two years, the minister provided us with a sheet of 
outages, their duration and over what periods. It was quite a compelling sheet. I will not turn to that at the 
moment. The question went on to ask — 

(3) If yes to (1), does the Minister believe these power outages to be acceptable? 
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The answer was — 

(3)  The outage duration and frequency are above standards prescribed in the Electricity Industry 
(Network Quality and Reliability of Supply) Code which states that there should be no more 
than 16 outages per year of greater than 1 minute. 

I can assure members that having read that set of figures, there were lots and lots of power outages well over 
minutes; in some cases, half an hour to an hour.  

It was stated in an undated press release—I assume it was around the time of the announcement in the 
Kalgoorlie Miner — 

Horizon Power’s Managing Director Frank Tudor has confirmed the company will reduce the number 
of distribution workers (linesmen) it employs by 12, including five in Kununurra …  

Kununurra is where they have all the problems. If this is about reducing services to the regions that I represent, 
in this whole peculiar balance of subsidy versus profit—we know from scoping document C of Horizon Power’s 
strategic review program that it anticipates reducing its subsidy to state government by $100 million 
per annum—it seems that regional services will suffer as a result. The press release continues — 

Mr Tudor said a combination of factors, including the completion of a significant phase of capital works 
to improve the safety of Horizon Power assets, together with a reduced level of customer funded works 
impacted by the economic down turn, has resulted in less work for distribution workers (linesmen). 

I thought they were the people who fixed outages. It continues — 

“We currently have 42 Distribution Worker positions in the non-inter-connected system (which does 
not include the Pilbara) and this will reduce by 12, to 30 overall, by the end of November.”  

Five Distribution Worker positions will be reduced in Kununurra, four in Broome and three in 
Esperance (including Hopetoun).  

“There will be no reduction of distribution workers in the Mid West or in the Pilbara,” Mr Tudor said.  

“As always, the safety and well-being of our staff is our first priority … 

Mr Tudor confirmed that Horizon Power would continue to deliver a safe and reliable power supply 
across its network.  

It obviously cannot because it does not do that in Kununurra.  

Mr Tudor said there would not be any reduction in workers in the Pilbara. I want to quote that again — 

… (which does not include the Pilbara) and this will reduce … 

He implies that it does not include the Pilbara —  

“There will be no reduction of distribution workers in the Mid West or in the Pilbara,” Mr Tudor said.  

When I turn to the figures in table 2 of scoping document C.2, 16 additional positions in the north west 
interconnected system will be removed if the Karratha control centre and SCADA—supervisory control and data 
acquisition—system is restructured. That is part of the plan. There is an intention to remove 16 workers from 
that area; an area I would have thought was in need of workers and people like that. The Minister for Energy 
recently said in a press release titled “New electricity model to power the Pilbara” dated Friday, 2 January 
2015 — 

• Industry and Government to work together on new system 
This was the Pilbara interconnected system — 

• Longer-term boost for energy security and efficiency 
The Liberal National Government has established a high-level project team to develop and implement a new 
model for the operation of, and access to, electricity infrastructure in the Pilbara region.  

The existing North West Interconnected System (NWIS) has been developed on an ad-hoc basis, with 
industry participants constructing network infrastructure and power stations to meet their own needs.  

I totally agree with the minister there. It has become a bit of a dog’s breakfast who provides power and who gets 
it. The press release continues — 

Energy Minister Mike Nahan said while transmission infrastructure in the region was interconnected, these 
interconnection points were fragmented, with a range of different voltages, multiple points of transformation 
and constrained capacity in many parts of the system. 
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“The Pilbara Energy Infrastructure Project will facilitate an interconnected electricity system, with 
a governance model to facilitate efficient construction and use of infrastructure, and encourage further 
private sector investment,” Dr Nahan said.  

“This is necessary to ensure a sustainable and efficient energy sector in the region, for the longer-term 
security of electricity supplies and development of the Pilbara region.” 

All good so far. ACIL Tasman produced some reports a year and a half ago. I am going back to the point that 
Dr Nahan made about gas prices going up by 100 per cent. The report noted that because of a decline in 
available gas for domestic purposes, Pilbara’s mining sector would struggle to find gas for their energy because, 
as was pointed out, there was little likelihood that gas as an energy supply would be removed from the 
south west or the metropolitan area. The political and economic outcome of that would be horrendous. It was 
quite clearly pointed out to a Pilbara energy conference in Port Hedland about two and a half years ago that 
industry needed to look elsewhere for its power supply.  

This program is developing, which I support, but it does not take into account any future energy problems. 
A number of mining corporations are now looking to go off-grid to a large extent by using solar or a solar–diesel 
combination to run their affairs. They are well aware of the long-term prognosis for energy prices in this state. 
The press release continues — 

The Minister said the Pilbara Energy Infrastructure Project team would be led by Synergy chairman 
Lyndon Rowe and comprise senior representation from the departments of State Development and 
Treasury and from the Public Utilities Office within the Department of Finance, as well as senior 
executives from industry with current or planned investments or interests in the region. 

“This project proposal reflects the State Government’s considered approach to energy planning, 
enabling secure, reliable and competitive electricity supplies that meet the demands of consumers,” he 
said. 

The first stage of the project will comprise a feasibility study for a new infrastructure model. Subject to 
feasibility, stage two will involve implementing the new model. 

There are some roses there. The development of that grid in the Pilbara has been quite a debacle for a long 
period. That has not been any particular government’s fault or anything else; it has been the independent nature 
of the power providers up there and their lack of desire, up until recently, to work collaboratively with other 
power providers. I can understand that. To a large degree each energy provider basically has been servicing 
a mining sector and all things are fair in love and war. I am sure that in the mining sector companies do not work 
collaboratively with their competitors. Mr Forrest is now calling on the “majors” to reduce their export of 
iron ore so that his company will not be so dramatically affected. I was pleased to hear what federal member 
Hon Alannah MacTiernan said about that this morning and federal Labor’s position on it. 

I come back to the whole idea of reserves or money held by Synergy, Western Power and Horizon Power as part 
of their surplus, because I foresee, with the advent of many off-grid hybrid systems that are already happening 
elsewhere in the world, that Synergy, Western Power and Horizon Power will have to be really on their game in 
being able to continue to supply power in the way they do, but actually have the capital wherewithal to redesign 
their systems to deal with this. Let us look at Horizon Power again. I pick on Horizon Power basically because 
I know a bit about its system in the north west. Currently, people in, I think, Kununurra, Wyndham, Carnarvon, 
Port Hedland and Broome cannot put any more solar panels on the roofs of their houses because the system 
cannot handle the fluctuations of those new energy sources. People want to put them on their roofs because they 
are cheaper. They provide a better economic outcome than getting power out of the utility. This creates 
two problems for the utility company. Firstly, it needs to invest significantly in smart meter systems to manage 
the take-up of solar energy. Secondly, it creates a problem for the utilities, as the owners of an asset, because 
they are energy providers and the poles and wires are in their systems. If everybody moves off the grid, they will 
be left cash strapped. I believe that to strip those reserves that we are so avariciously looking at stripping out of 
those agencies to provide an income stream to general revenue would be incredibly short-sighted. I understand 
that the department has said that this is to bring the state’s approach in line with the federal arrangement. 

Let us turn to the bill. Another issue is that currently corporations can pay their dividend only annually, which 
does not allow them the optimal amount of flexibility to operate their businesses. A dividend is normally paid at 
the end of the financial year—that is, the money that is paid by those entities to the state. That is at the end of the 
year. This bill enables the minister to call in funds during that previous year incrementally. The bill replaces the 
current profits test for the payment of dividends with a new test based on the net asset and solvency position of 
the corporations. This test, as we have identified, is stipulated in the commonwealth Corporations Act. 
I understand that that might be the case, but, in my view, if we are going to allow the government to access either 
early payments—I understand what is going on there—or funds that the corporation does not believe it needs, for 
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all the right or wrong reasons, those funds that have been set aside by a corporation for future use and 
development and which now, with the downturn, it does not need, could and may well be needed for other 
functions. In my view, looking forward, I think that there will be a significant requirement for those utilities to 
have a surplus of cash available to deal with the changes in emerging technology. That is something that 
I believe will happen quite quickly. 

Recently it was identified that there were programs in most of the states to look at the development of off-grid 
systems. Many corporations now propose that within Western Australia and, indeed, around the rest of Australia. 
A whole range of different corporations such as Schneider Electric, Selectronic, SMA Australia, Studer Innotec, 
AERL and Plasmatronics are moving into that area. I do not want to see this state burdened with a debt into the 
future, or burdened with a cost imperative as a result of our decision-making today. I am really concerned for the 
future of our grid system and the cost it may impose on the taxpayers of Australia, through the government, into 
the future. I do not see anything in any of the plans that have come before us or in the studies that we have 
contributed to that would give me any comfort that there is any significant planning for what is blatantly obvious 
to anybody who is working out there in the electricity sector. I have worked with most of the entities that are 
providing renewables to this state, both large and small. What I am finding is really interesting. Notwithstanding 
the renewable energy target, arenas funding and all the different types of programs, the renewables industry, of 
its own volition, is taking off because it sees an economic return to the renewable energy sector. It is moving 
ahead with or without government support. The problem that I come back to is that government will be left 
stranded by an emerging industry if it is not careful. 

We will not support this bill on the grounds that I think it is short-sighted in the way government is approaching 
the electricity entities of Horizon Power, Western Power and Synergy about accessing unused funds. If this 
legislation somehow maintained or managed those funds, or isolated them back to those corporations for the 
development of future energy supplies, I would not have a problem. I would say, “Way to go.” In the briefings 
we had, the departmental officers said that they did not know what would be done with the money. Maybe that is 
what will be done with it; maybe it will be put to one side for future energy usage or future energy 
development—we do not know. Maybe I am being a bit cynical, but it seems to me that once these funds go into 
general revenue, we will never see the light of day again in terms of that money coming back to the energy 
sector. We will not be supporting this legislation for a whole raft of reasons, the fundamental one being that we 
see no guarantees that these funds will be used for anything other than propping up a budget bottom line and 
a government that is finding itself deeper and deeper in the fiscal mire. 

HON KEN TRAVERS (North Metropolitan) [3.20 pm]: The Electricity Corporations Amendment Bill 2015 
is a fascinating and interesting bill. There would have been a time when I would have sat in this chamber and all 
of this would have gone over my head, but I now understand a lot more about government finances and the way 
in which Western Power operates. This bill is the equivalent of the Christopher Skase and Alan Bond financial 
movement — 

Several members interjected. 

Hon KEN TRAVERS: Members should not laugh. This is exactly what they did in the 1980s. The government 
is using a manoeuvre that equates to those four-on-the-floor entrepreneurs when they got into financial difficulty 
and the corporate games they played to strip assets from organisations that did not exist. I disagree with 
Hon Robin Chapple about one thing; there is no bundle of cash sitting in these organisations. The dividends they 
pay to government are in the main borrowed money and do not come from big pools of cash. Again, I have to 
stand in this place to point out that the Leader of the House has made a second reading speech that is confusing 
and misleading in the way it operates. The government has compared itself with the private sector and said that it 
wants to be more in line with the private sector. If we were in the private sector and the government had moved 
this provision at its annual general meeting and talked about what it was about to do with this legislation, the 
share price would have dived. It would have been subject to rigour and been restrained from making these sort of 
manoeuvres because groups would have immediately left the organisation and withdrawn their capital because 
they would have realised just how financially corrupt and moribund the government was as a board of directors 
running the company. 
Let us look at the second reading speech. I will provide a bit of history about the finances of Western Power so 
members understand exactly what we are talking about; that is, we will be asking Western Power to borrow more 
money to pay a dividend to prop up the wasteful, inefficient and wrongly prioritised expenditure of Mr Barnett 
on his monuments. This bill is about Western Power and other energy utilities having to borrow more money. 
I look across the chamber and I see members who have told me that they are good businessmen. One can borrow 
money to build assets but can one borrow money to pay himself a dividend in his private company? I ask 
members opposite who run companies: would they go to the bank and borrow money to pay themselves 
a dividend at the end of each year or would they take dividends from the cash flow? Government members will 
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be asked to vote for a bill that states that because the government is in financial trouble, it should borrow more 
money—and we wonder why organisations such as Western Power struggle to make a return on investment. This 
bill will drive up the power price—mark my words. I refer to the second reading speech, which has the Leader of 
the House trying to justify why we need this bill. It reads — 

An example of where this could occur is where a corporation generates cash or revenues which are 
surplus to any requirement to re-invest in the business. Under the current arrangements, this cannot be 
returned to the state by way of a dividend. 

I ask the Leader of the House to answer my question today. Do any of our energy utilities have a significant 
surplus of cash? The Leader of the House knows the answer, because he was once the Minister for Energy. He 
saw a fair bit of it go out the door at various times. Do they have cash? It is interesting that the government 
included all revenues because, of course, power utilities get something called gifted revenues and gifted assets, 
which are booked as revenues. When a private developer puts in place a power system, it is gifted across and 
treated as revenue and it sits on the books. This government wants to make Western Power borrow against those 
gifted assets so that it can pay the government a dividend. That is what it is doing in setting up this framework. 
There is not a single protection in the bill to stop this government from stripping out more assets by making 
Western Power borrow more money to pay a dividend on gifted assets. In recent times, Western Power would 
not have made a profit without gifted assets coming onto its books. This legislation has been brought on for 
debate this afternoon as the four-on-the-floor cabinet desperately seeks cash from its subsidiary companies to 
prop up its failing enterprise, which is the general government sector, so that it can continue to go on its splurges. 
Similar to Alan Bond, has the Leader of the House used all that extra cash to buy nice artwork for his head 
office? We know that a former Minister for Aboriginal Affairs had his department buy Aboriginal artwork. The 
second reading speech continues — 

This example illustrates that the current legislative provisions have the potential to result in 
a corporation being required to retain a cash amount that it has no efficient use for. 

I want the minister to show me any modelling that demonstrates that within the next 10 years any one of our 
energy utilities will have a cash amount for which it has no efficient use. I look forward to hearing his response 
and the tabling of the modelling that shows that our energy corporations sit on a pile of cash for which they do 
not have a use. 

The next part of the second reading speech is the part I particularly love. It refers to the government moving 
away from a simple profits test, which has some restrictions on the government of the day, although as those of 
us who have been around long enough will know, when this government came to office the general rule for 
government corporations was that they returned 50 per cent to the general government sector by way of a return 
on the government’s capital. Very little government capital is put in as an equity investment. Most of the 
government’s equity investment comes through retained earnings, so it was 50–50. One of the earliest things the 
government did when it was desperate for cash in its first round of operations, one of the many manoeuvres it 
has tried to balance the books, was to increase the return from 50 per cent to 65 per cent. Members should be 
under no illusion that the government would have been operating cash deficits most of the time if it had not 
engaged in accounting changes and tricks and financial trickery. Just about every one of its budgets has engaged 
in some sort of accounting manoeuvre to generate surpluses. But the government is running out of options, 
which is why it is turning to these desperate measures. Instead of the current profit test, which is based on the 
profits of the organisation, it is proposing that it is imperative that such amounts are able to be returned to the 
state so they can be put to the most efficient use. As I say, I want the government to demonstrate that there is 
a big amount of cash sitting there. The second reading speech continues — 

In order to address this issue, the bill replaces the current “profits test” for the payment of dividends 
with a test based on the net asset and solvency position of the corporation, modelled on the dividend 
regime currently in force under the Commonwealth Corporations Act 2001. 

But as I say, if the government were a corporation, its investors would be seeking to exit the share register as we 
debate this bill today. The second reading speech continues — 

Under the new test, the board of a corporation is required to be satisfied of several matters in 
recommending the amount of a dividend. 

As we know, the board may recommend a dividend but even the second reading speech points out that it is then 
up to the minister to make the decision. Was the decision to increase the amount of profits taken from 
50 per cent to 65 per cent driven by the board, saying that it has all this cash and it wants to hand it over? No; it 
came into being because the Treasurer of the day was desperate for more cash to try to avoid a deficit budget, so 
he raided the government trading enterprises, and the government introduced the rate of 65 per cent. It was not 
driven by the boards. In fact, at the time most of the boards were horrified by the fact that that occurred. The 
second reading speech goes on to state, referring to the new test — 
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Firstly, that the dividend will not result in the corporation’s net assets becoming negative—that is, 
a balance-sheet test. 

That test would really scare me. The government could certainly strip out hundreds of millions of dollars from 
Western Power and, I expect, Synergy, before it reaches the point at which its net assets become negative. These 
organisations own huge assets. If the government did that, the only way it could strip that money out is to borrow 
against it, which has its own ramifications. The second reading speech continues — 

Secondly, that the corporation will be solvent immediately following the payment of the dividend.  

Again, that is an interesting question. I look forward to seeing if the government takes a view about whether the 
agency is solvent. We know that the agencies will be borrowing this money to pay these dividends; they do not 
have the cash at bank to pay them.  

I hope the minister can stand in this chamber later and tell the house what the new dividend policy will be for an 
organisation such as Western Power. What is the government’s view about what the dividend should be? Will it 
be around their assets to liabilities ratio? The first test is that the assets should not become negative. To what 
degree does the minister want these organisations to have positive assets? There must be some new dividend. 
The government cannot introduce a bill such as this and say that it will change the way it collects dividends but 
not tell us how. From memory, the Water Corporation’s dividends are calculated around its operating surplus. 
My recollection—I hope the minister can tell us this today—is that the government calculates that operating 
surplus by not including gifted assets. What will be the government’s new dividend policy for these agencies? 
How on earth can the government expect the house of review to pass a bill such as this if it is not prepared to tell 
us, or will it once again treat its backbench members, who probably have more corporate experience than half its 
frontbench members, like mushrooms on this issue and expect them to vote for a bill that will cause them 
political pain for the rest of their lives as people realise what the government did without telling them about the 
new policy? The government should not worry about telling us; its own backbench members should be 
demanding these things. A man with the business expertise of Hon Nigel Hallett should know what the new 
dividend policy should be, particularly when we have large organisations such as Western Power and Synergy 
that are very much asset based. What will be the government’s rules about solvency? Surely it is not just about 
having a dollar in the bank; the government will want some other test. We know what happens in the 
Water Corporation. What will happen for Western Power and the other energy utilities? We can keep going 
through this nonsense that the dividend policy will be devised by the board when we all know that in practical 
terms it will be designed by the Treasurer and the Economic and Expenditure Review Committee. The minister 
should tell us what that is if the government wants this bill passed.  

I found it interesting that the second reading speech went on to refer to the other section of this bill being able to 
provide interim dividends. It states that at the moment corporations can only pay annually. Is that such a big 
issue? The borrowings of some of these organisations are massive. If they keep the money at bank and that keeps 
their borrowing costs down, the only reason we would want to transfer it from the government trading enterprise 
is to move it out of the non-financial public sector and put it into the general government sector on the state 
books so the government can again try to cover up the level of its deficit. But it only works for one year. If the 
government can get away with it in its first year, it might help but in the second year, it cannot bring forward any 
revenue because payments are being made from that year on. It might help the government out in the first year 
with the net operating surplus but it is a one-off benefit. If the government does not get its day-to-day 
expenditure in order and it thinks that this will somehow help, it is kidding itself.  

One of the fascinating lines in the second reading speech is the following — 

The importance of providing government trading enterprises … with the flexibility to pay dividends on 
an interim basis is well recognised.  

I am not sure how the government arrives at that conclusion. I would love to know what benefits the minister is 
talking about, if they are so well recognised. I understand the benefits for a government of the day that is in 
financial difficulties because we have seen the government do it with the Insurance Commission of 
Western Australia, port authorities and everything else it can get its hands on. It is well recognised that it might 
give the Treasurer of the day some extra revenue in a one-off situation but what are these supposed ongoing 
benefits that are so well recognised? The minister made the claim and I want to hear what it is. I know what will 
happen; there will be borrowings galore. The second reading speech then points out that the minister will tell the 
utilities to pay the interim dividend.  

Because the rest of the second reading speech is a nonsense, I reckon there is one line that the minister could 
probably have read out as it really sums up what the policy of this bill is all about. Again, I quote from the 
minister’s speech, which states — 
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This bill will enable Synergy, Western Power and Horizon Power to pay an increased amount of 
dividend in a timelier manner than is permitted under the current legislative arrangements. 

I suspect this focuses on the words “an increased amount of dividend”, which the minister should have 
highlighted in big bold capital letters. What does that mean? That means an increased borrowing for our 
government trading enterprise. That means higher costs for consumers to help cover those borrowing costs.  

Let us look at Western Power’s 2014 annual report. I wonder how many of my good friends on the other side of 
the chamber got a copy of Western Power’s annual report when considering what they wanted to do about this 
bill when it went through their party room. The reality is that we cannot pass this bill without looking at at least 
one of the government’s trading enterprises that will be affected. I would be happy if members had just looked at 
Horizon Power. I think that is all Hon Robin Chapple did. I understand that. I picked Western Power. I suspect 
we could have picked Synergy as well because the situation would be very similar. Page 42 of Western Power’s 
annual report stated — 

• Higher net profit after tax … at $202.9 million was six per cent higher than the previous year 

As Hon Robin Chapple pointed out, it gets very confusing when we see a figure such as that and then we hear 
the government talk about how it has to subsidise it. That is part of the complexities. If members bothered to 
look at the annual report and read further down page 42, they would read — 

• Net cash flows from operational and investment activities were negative $649.4 million 

• Cash deficit was largely financed by new borrowings, reflecting the $645.3 million increase to 
$6.83 billion  

Alan Bond would be proud of this government, borrowing money to pay its dividends. It gets worse! I accept 
that these are very complex organisations and that in the time allowed I can give only a small snapshot of what 
are very complex issues; however, I will provide enough information to ring alarm bells for the smart backbench 
members who know that these sorts of measures will become a legacy around their neck politically for years to 
come, particularly the young ambitious members who will not get to be a minister during this government’s 
current period in office but will hope to be one when they return to office in 12 or 14 years’ time or maybe 
longer. Page 43 of the report tells us that profit comes from increased customer contributions for network 
projects and assets gifted to Western Power. That profit does not come from a surplus of revenue over 
expenditure. I will give credit where it is due: the first dot point in the reasons for the higher profit states — 

Higher tariff revenue due to higher network tariffs approved by the ERA.  

That led to the government breaking its promise about keeping power prices at or around the rate of inflation. 
The second dot point is about increased customer contributions. Everyone knows that when we read annual 
reports of corporations such as Western Power, they do not stop at the headline but they go into the detail in the 
notes. As I stated earlier, Western Power’s profit was $203 million, 65 per cent of which was paid in a dividend. 
Let us look through the report to find the developer and customer contributions. That is listed very clearly on 
page 72 of the annual report. Developer and customer contributions were $191 million. I want members in this 
house to understand exactly what these items are, so I will read note 2(c) of the annual report for Western 
Power’s definition of developer and customer contributions. It reads — 

Western Power receives developer and customer contributions toward the extension or augmentation of 
electricity infrastructure to facilitate network connection. Contributions can be in the form of either cash 
contributions or gifted network assets. Cash contributions received are initially deferred and 
subsequently recognised as revenue when the developers or customers are connected to the network in 
accordance with the terms of the contributions. Gifted network assets — 

I want members opposite to listen to this very carefully, especially those members who claim to have a bit of 
a business mind — 

are recognised as revenue at the point the assets are energised and are measured at their fair value. The 
network assets resulting from contributions received or gifted are recognised as property, plant and 
equipment and depreciated over their expected useful life. 

They go into the books as revenue. That is where Western Power’s dividends come from. Without those, the 
government would be battling to get any sort of dividend out of Western Power.  

Let us look at the director’s report at page 54 of the annual report, under the heading of Western Power’s 
operating results. It reads — 

Western Power achieved a profit after income tax equivalent of $202.946 million for the financial year 
ended 30 June 2014 … 
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That was up from $191 million in the previous year. It continues — 

Western Power’s net cash flows from operational and investment activities (including borrowing costs 
and distributions to/from owner) were negative $649.438 million … 

It had been $674.569 million in the previous year. It continues — 

This cash deficit was largely financed by new debt reflecting the $645.270 million increase in 
borrowings from $6,188.044 million as at 30 June 2013 to $6,833.314 million as at 30 June 2014 ... 

Of course, we know that Western Power paid a final dividend in that year of $124.395 million on 31 December 
2013 in respect of the financial year ended 30 June 2013. Western Power had recommended that for the 
following year it would pay $131.915 million in dividends. 

It is very clear that these organisations are not cash rich. They do not have this big bundle of money, as we might 
be led to believe if we relied solely on the minister’s second reading speech given to this house. The other figure 
I want to touch on in Western Power’s annual report relates to the statement of cash flows on page 71, which 
goes through the receipts from customers, cash flow from investing activities, cash flow from financing activities 
and net cash flow from financing activities, and then the final figure at the end of the reporting year for cash and 
cash equivalents. Members will remember that I have talked about the directors of Western Power announcing 
that they expect to pay a $131.915 million dividend to government. What is the figure for cash at the end of the 
2014 financial year? Does any member opposite want to hazard a guess? Do they reckon it will be above or 
below $132 million? Does the Minister for Education have any idea?  
Hon Peter Collier: No.  
Hon KEN TRAVERS: He has no idea! That is the way that he ran the energy portfolio! The minister felt safe. 
If he knew nothing, no-one could ever challenge him.  
Hon Peter Collier: I will have the information by the time I respond. I can assure the member that I will respond 
very comprehensively.  
Hon KEN TRAVERS: The minister will not need to, because I will tell him the figure and guide him through 
this debate. It is a shame I was not sitting in on some of the minister’s briefings when he was the energy 
minister! The figure is $25.471 million. The dividend will not be paid from cash at bank. The government will 
be borrowing money.  
Hon Peter Collier: Did you see the combined profit of Western Power before the segregation and compare it 
with the post-segregation figure?  

Hon KEN TRAVERS: Hon Peter Collier was Minister for Energy for six years; he cannot keep living in the 
past. He has to accept some responsibility for his actions.  
Hon Peter Collier: That is fact.  
Hon Mark Lewis: Did you read out Synergy’s?  

Hon KEN TRAVERS: No; as I said, I focused on Western Power. I look forward to Hon Mark Lewis going 
through a detailed analysis of Synergy’s financial accounts. Members will recall that I made the point earlier that 
in the time available, I can focus on only one of the agencies, because in this place we never know how many 
interjections we will get across the chamber that will delay us. I focused on Western Power because I know that 
Western Power very much relies on borrowings to pay its dividends. When we consider Western Power, we 
should put some protection in this bill to stop the government—we know we have a desperate government—
trying to increase the dividends and strip out assets of that organisation by making the organisation borrow more 
money to pay higher dividends against the assets that sit on its books. So there we go; we have cash and cash 
equivalents at the end of the reporting year of $25 million. Realistically, where is this big pile of cash the 
minister talked about in his second reading speech? 

Hon Peter Collier: Where does it say “pile of cash”? 

Hon KEN TRAVERS: If the minister would let me finish my comment, I was going to say: where is this big 
pile of cash? There is not one. 

Hon Peter Collier: Not in the second reading speech. 

Hon KEN TRAVERS: No; there is. If the minister lets me finish, I will point it out. I noted, and I made the 
point earlier, that the minister used two words: he said, “cash” or “revenues”. I assume that the minister included 
revenues because he knew that he did not have a big pile of cash but that he might have increased revenues—
increased revenues that arrive through gifted assets and revaluation of the assets. Is that what the minister is 
really trying to do with this legislation—strip more money out of the revaluation of the assets? I suspect that that 
is what the minister is doing. In fact, that is the only way the minister can make his final statement about wanting 
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to pay increased dividends. That is stated in the third-last paragraph of the minister’s second reading speech. The 
only way that the minister can achieve that is by getting into the revenues, which are the revaluation of the assets 
or gifted assets. That is effectively taking out the initial valuation of the assets. Just so that the minister is very 
clear about the particular words I referred to, he said — 

An example of where this could occur is where a corporation generates cash or revenues which are 
surplus to any requirement to re-invest in the business. 

That certainly suggests that the minister is suggesting that we need this bill — 

Hon Peter Collier: That is what you mean by piles of cash. 

Hon KEN TRAVERS: Why else would the minister put that in? 

Hon Peter Collier: I did not know what you were referring to. 

Hon KEN TRAVERS: I was trying to explain, but the minister kept interrupting me. That is okay — 

Hon Peter Collier: I thought you were encouraging interjections. 

Hon KEN TRAVERS: I do not mind, but the interjections meant that I could not finish my comments. I was 
trying to explain: clearly, why else would the minister bring this bill in unless he believes that there is some extra 
revenue to be got out of these organisations? We know that it is not retained cash that is not required and can be 
put to a more efficient use. The only thing that it can possibly be is revenue from gifted assets or revenue from 
revaluation of the assets, and the minister wants to make organisations borrow more money to pay a dividend 
against those revenues. When have we seen that occur in Western Australia, or Australia, before? That is where 
I started my comments today: we saw it in the 1980s when four-on-the-floor entrepreneurs ran around the 
countryside buying up companies, getting their assets revalued and then stripping that money out and getting 
those organisations to borrow money against the revaluation of their assets, as they stripped out the cash. The 
minister is the new Christopher Skase or Alan Bond. In fact, when I look at the minister across the chamber, 
I can see that he could almost be Christopher Skase’s brother. I have always wondered who the minister reminds 
me of, and now it has finally come to me! There is a little bit of Christopher Skase in the Leader of the House, 
I reckon. I am not sure whom I would have to call Alan Bond. 

I want to get back to my final point. Clearly, it is the case that the minister wants to get more money out of these 
organisations, and he is trying to find a way to do that. The only way he can do that is by making them borrow 
more money against those revenues, those assets—the asset revaluations or gifted assets. The minister is already 
taking all the value of the gifted assets. If they are taken out of the organisations, they would not be making 
a profit. I want to know—this is the absolutely crucial part of the bill—if we change this legislation, will there be 
protection to limit what a government or a future government can take out? At the very least, I would like an 
explanation of the new dividend policy. I believe it would be outrageous to ask this house to pass a bill such as 
this with its potential ramifications without even a verbal commitment from the minister as to what the new 
policy will be. I understand the Water Corporation dividend policy, so do not just give me the percentage of the 
operating profit on revenue. I cannot remember the exact terms of the Water Corporation policy; it is not on net 
profit. I want to know whether gifted assets will be included. 

I doubt there will ever be the right time for a bill such as this. There is absolutely no justification for this bill at 
this time. The only justification would be to try to find a revenue source, but that will ultimately hurt consumers 
because in future years the borrowing costs of Western Power and the energy utilities will be higher than they 
are currently. I will not support a bill that supports this government to continue to push up energy prices. 
I remember the election campaign; every election we get a little dishonest electioneering from members 
opposite. 

Hon Peter Collier: No. 

Hon KEN TRAVERS: I can get out and play in the chamber the adverts the minister ran about prices before the 
2008 election. We were honest about what needed to happen, and the Liberal Party ran advertising campaigns 
attacking us. Then the government not only implemented the increases we had talked about, but also almost 
doubled them. 

Hon Peter Collier: What were you going to increase them at? 

Hon KEN TRAVERS: It was going to be 40 per cent. 

Hon Peter Collier: Ten per cent per annum — 

Hon KEN TRAVERS: For four years. 

Hon Peter Collier: But not starting until after the election. 
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Hon KEN TRAVERS: Yes, but that is what we had announced. Does the minister not remember the adverts he 
ran? 

Hon Peter Collier: How much would you have had to subsidise Verve and Synergy as a result of the huge 
disparity in the cost of production and before removing the tariffs? How much? It would be millions of dollars. 

Hon KEN TRAVERS: But the minister attacked us for that and said that he would keep the increases down, and 
then he doubled them. I was talking about the dishonesty of the minister’s election adverts. The same applied to 
the adverts the government used to attack the location of our train stations, when it is now building train stations 
on the airport line in the exact same locations. We accept that the Liberal Party will be dishonest in its election 
campaigning. We realise that that is something we have to face up to and deal with whenever we go into a fight 
with the Liberal Party—that we will be honest, and we will be dealing with people who are not honest in their 
approach. We accepted that energy prices needed to go up, but with the passage of this bill, they will go up 
further, because borrowing costs will go up. That borrowed money will need to be recouped from somewhere 
and that will be through higher tariffs. It is all about the government trying to get more money so that it can build 
more monuments around the Perth CBD. I do not think that is what energy utilities are for. There is no big pool 
of cash, or, for that matter, revenue, sitting in these organisations, and there are no protections or guarantees to 
stop the minister dragging money out and forcing up borrowing costs. For those reasons, along with 
Hon Kate Doust, I oppose this bill with vigour. 

HON PETER COLLIER (North Metropolitan — Leader of the House) [3.59 pm] — in reply: I thank 
members opposite for their contributions, not for their indications of lack of support, but for their contributions 
that were valuable and very much appreciated. For the record, members were quite correct: I am a former 
Minister for Energy; it was a portfolio I absolutely loved. It is a tremendous portfolio—very dynamic, moves 
constantly, shift and turns — 

Hon Ken Travers: Electrifying almost!  

Hon PETER COLLIER: That is it—very good, yes! I like that! It was electrifying and it gave me a few shocks, 
I have to say. It was a very good portfolio. What I intend to do now is start on a couple of — 
Hon Ken Travers: From chalky to sparky! 
Hon PETER COLLIER: Very good. 

The ACTING PRESIDENT (Hon Liz Behjat): Order! 

Hon PETER COLLIER: It was good; he is on form today!  

I will make a couple of comments. For the benefit of the house, Hon Ken Travers raised some valid points that 
I would like to get some advice on. I will make a few points now and then adjourn this debate until the house sits 
again, because I have a bill to read in. For a seamless process and to ensure that everyone is not held back any 
longer than need be after members’ statements tonight and we can go home relatively early, I will read that bill 
in before we break for afternoon tea.  

With regard to the Electricity Corporations Amendment Bill 2015, as members would be well aware, it replaces 
the profits-based approach to dividends with a net asset and solvency test that will bring Synergy, 
Western Power and Horizon Power into closer alignment with the dividend regime for corporations registered 
under the commonwealth Corporations Act 2001 and state-owned energy businesses in other jurisdictions such 
as New South Wales and Queensland. In addition, the payment of dividends increases the flexibility and the time 
when corporations may pay dividends. Currently, they cannot pay on an interim basis; they can pay only 
annually, so this is a positive step forward. The minister does retain the discretion to direct the corporation to pay 
an amount other than that recommended by the board. These changes will do no more than increase the 
flexibility of the existing regime.  
I thank Hon Kate Doust for her contribution; it brought back memories of some battles we had when we were on 
opposite sides of that —  
Hon Kate Doust: It’s always good to let you know what your failures were, minister!  

Hon PETER COLLIER: Thank you, Hon Kate Doust—as honourable as always. 
Hon Kate Doust: Just so that you can improve!  

Hon PETER COLLIER: I thank Hon Kate Doust, although I did not see much improvement in her over the 
time—I guess that is one each! 

As to tariffs—a pointed raised by Hon Ken Travers and Hon Kate Doust—when we came to government, they 
were artificially low. I received the final report on tariffs in January 2009 that indicated we needed to increase 
tariffs in the order of about 105 per cent to get to cost-reflective levels. Other than that, the state had to pay the 
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difference between the two—that subsidy. That meant that we had an artificially low level of tariffs. One way or 
another we could keep on doing that. We could keep on bailing out Verve and Synergy to the tune of hundreds 
upon hundreds of millions of dollars or, alternatively, we could increase tariffs to a more realistic price. The 
prices in Western Australia were by far the lowest in the nation, so we did bring a semblance of normality and 
rationality back into the tariff game. That, of course, highlighted a number of areas. It made the businesses more 
sustainable and, at the same time, it brought some clarity back to the electricity market in the retail sector in that, 
quite frankly, retailers had been living in a fool’s paradise and paying artificially low prices for their electricity. 
We had to increase prices, and that is why that occurred almost predominantly in the period I was energy 
minister. Having said that, I would like to adjourn my comments, first of all, to a later stage of this day’s sitting.  

Debate adjourned until a later stage of the day’s sitting, on motion by Hon Peter Collier (Leader of the House).  
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