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ELECTRICITY CORPORATIONS BILL 2005 
Second Reading 

Resumed from 5 May. 

MR D.F. BARRON-SULLIVAN (Leschenault) [3.05 pm]:  The Liberal Party will be supporting the Electricity 
Corporations Bill 2005.  Our support is contingent upon the government agreeing to one particular requirement, 
which I understand the Minister for Energy and the Premier have agreed to today.  I will tentatively say that the 
Liberal Party will support this legislation.  I will refer to some of the background of the legislation and some of 
its key aspects and then speak in detail on some of the more important points.   

The first important matter to point out is that this legislation follows in the wake of some other legislative 
changes, particularly the introduction and passing of the Electricity Corporation Act a couple of years ago.  That 
legislation provided for the establishment of a wholesale market and, in essence, for greater competition within 
the electricity supply sector.  It provided also a process for network access.  By “network”, I am referring to the 
transmission and distribution system and associated infrastructure.  The legislation provides also for other 
services, including the introduction of an Ombudsman’s service.  Details of that have subsequently been 
released, although obviously it will take some time before the system is implemented and we are able to assess it 
in some detail.  Hopefully, that system will have more teeth than some other Ombudsman’s arrangements that 
have been established throughout Australia.  The banking Ombudsman springs to mind as not being the most 
effective in that respect. 

The Electricity Corporations Bill introduces the notion of a contestable market whereby competition is possible 
for consumers who require more than 50-megawatt hours of power a year.  I understand that that translates to an 
electricity price of around $8 000 a year.  That provision will mean that about 50 per cent of retail electricity 
sales in this state will be contestable and therefore will be subject to open competition.  Of course, the two 
groups that are left out of that contestable market in the interim - for very good reason - are small businesses and 
householders.  I do not want to go into it in detail, but it is well and truly on the record books that Western 
Australians generally pay higher electricity prices than electricity consumers in other states.  The amount paid 
for electricity in Perth exceeds the Australian average.  According to the most recent figures, residential 
consumers in Western Australia pay on average 4.9 per cent more for electricity than other Australians, small 
business consumers pay 12.7 per cent more, medium-sized enterprises pay 16.4 per cent more and big business 
pays some 20.1 per cent more.  The main aims of this legislation relate to the disaggregation of Western Power 
into four government-owned corporations.  Those corporations are an extension of the current business units that 
have been established in Western Power in the areas of generation, retail networks and regional services. 

Without dwelling on the detail of the legislation, which can be looked at in more detail during the consideration 
in detail stage, I will touch on some of the key ramifications of this bill.  The disaggregation of Western Power 
provides for the generation and retail arms of Western Power to be separated.  Having said that, there is 
provision in the legislation for generation and retail to be brought together later on if necessary.  The aim of that 
is to promote greater competition, essentially by breaking the degree of vertical integration that Western Power 
has at the moment.  There will be either a potential or real conflict of interest as a result of the generation and 
retail business units being linked together.  A number of people in the sector have indicated that even if we try to 
ring fence the two, there will still be the potential for a conflict of interest, because competitors may need to deal 
with Western Power for access to the networks, as they do at the moment; or, if the generation and retail units 
stay together, the state generation corporation may decide not to sell peaking power to a competitor who wishes 
to retail that power.  A range of concerns have been expressed.  Those concerns may or may not be realised; who 
knows?  However, the point is that there are downsides to splitting the generation and retail units.  There are 
certainly some perceived areas of conflict of interest.  I would argue that in some of the instances that have been 
referred to me - some of which are commercial-in-confidence - there has been a genuine conflict of interest.   

The argument has been put very strongly that the generation and retail units already dominate the market, and 
that because they form such a strong vertically integrated body, they deter competition.  If that is the case, it 
follows that if the generation and retail units were left together as one body, ultimately only a very large 
vertically integrated entity such as Alinta, or a conglomerate involving Alinta, would be able to compete with it.  
That might mean that independent retailers would find it difficult to get into the market and we would be left 
with a duopoly comprising the state generation and retail corporations, and an Alinta conglomerate.  I will not 
dwell on this aspect in detail at this stage, because, in the short time available to me, I want to cover some other 
issues.  However, even though the Liberal Party supports the introduction and fostering of as much competition 
as possible at every level, it gains some comfort from the safeguard that in seven years it will be possible to 
reconsider the reaggregation of the generation and retail units.  Hopefully, that will not be necessary, because by 
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then the state generation and retail corporations will be competitive and viable corporations in their own right 
and will be seeking to expand into other areas.  However, in the interim, a constraint will be put in place to 
prevent the generation corporation from expanding into retail operations and the retail corporation from 
expanding into generation operations.  Hopefully, seven years down the track, if the reforms are carried out 
properly - this is a key issue on which I will touch later - it will not be necessary to consider the reaggregation of 
those two bodies.  However, if the reforms are not managed properly and the key issues have not been addressed, 
at least there will be the safeguard that the state generation and retail corporations can be reaggregated to 
compete if there has been the development of another strong vertically integrated organisation in the absence of 
other competition in the market.   

There has been a lot of discussion in the past couple of years about the importance of the generation arm of 
Western Power.  From my research and discussions with people in the energy sector, I believe it will be the retail 
arm that will provide the driving force for additional competition.  Although I am not prone to quote what I 
consider to be almost semi-academic reports, the submission that the Institute of Public Affairs put to the 
Western Australian Electricity Reform Task Force in 2002 contained a very good exposé of the role of an 
electricity retailer.  It made a few key points, one of which is that the retailer will end up being the de facto agent 
of the consumer and, therefore, the driving force of the market that responds to the needs of consumers.  It also 
stated that retailers’ activities must extend to discovering what the consumer wants and to seeking the cheapest 
sources of supply at optimal quality levels.  I love that jargon.  Essentially, that means that the retail 
organisations will decide how much power to contract rather than buying in the day-ahead pool market, the 
different sorts of power to buy - base load, regular peak power or needle peak - what price risk to take to 
accommodate that peak demand and how to respond to customers’ preferences for other things, such as green 
power.  Innovation will be used because prices for some customers will be set depending on the extent to which 
they will accept an interruptible supply.  Although that is happening at the moment, after talking to people in the 
sector I am advised that there is considerably more scope for that.  At the moment, Simcoa Pty Ltd, for example, 
provides an excellent source of interruptible supply for Western Power and is enormously useful in balancing the 
supply of electricity in the state.  Retailers will also become innovative in a number of other areas.  I understand 
that, in Victoria, for example, one retailer is offering steep discounts if a customer agrees to direct billing.  
Retailers will use other incentives and innovations, and that will help to keep the market lean, mean and 
competitive.   

In the area of generation, one of the most important considerations is that the availability of supply is one of the 
two key determinants of reliability in the system.  If I were to approach anyone in the street and ask what 
electricity supply is all about, they would say that it is about reliability and keeping prices down.  As I will touch 
on later, measures in the overall reform process hopefully will improve the forecasting and planning of 
generation capacity in the state.   

Another area that needs extensive consideration in its own right is the need to improve our network system.  The 
networks corporation to be established under this legislation will need to be scrutinised in enormous detail.  It is 
also the subject of requests that the Liberal Party wants to make of the government to ensure improvements in 
reliability in not only the metropolitan area, but also, and especially, country and remote areas.  I will touch on 
those in more detail shortly.   
In no small way, this bill demonstrates the approach that we want to take in opposition; that is, where possible, 
we will work with the government in a positive and constructive way.  Further, where possible, we will seek to 
improve the government’s initiatives and legislation.  The Liberal Party’s new approach will be demonstrated by 
its approach to this bill.  Without being too political, it is a shame -  
Dr J.M. Woollard:  What about accountability to not only your Liberal Party members, but also the 
community?  You’re selling them short.   
Mr D.F. BARRON-SULLIVAN:  I will touch on that later.  The member for Alfred Cove has raised an 
important point.  One of the determinants of success for electricity reform is the degree of accountability in the 
system.   
Dr J.M. Woollard:  What about the higher prices? 
Mr D.F. BARRON-SULLIVAN:  I do not know how we will get higher prices with a price cap.   
Last week when the Liberal Party eventually met to determine a position on this matter, some concerns were 
raised.  As a result of our extensive research and consideration of this matter, we indicated that we would support 
the legislation, provided there was one key safeguard: a price cap will apply for the next regulatory term - in 
effect, the next four years - to anyone in the non-contestable market; in other words, to householders and small 
businesses.  The Liberal Party suggested some other improvements to the bill.  One such improvement relates to 
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improving reliability and funding for the networks corporation, and another relates to triggering a review to bring 
forward the extension of contestability in various ways to assist small businesses and householders to receive the 
benefits of the proposed reform sooner than is presently anticipated.  The one condition we made that was 
absolutely non-negotiable was the notion of a price cap for small businesses and householders.  Frankly, our 
expectation is that if the reform process is managed properly, we should see significant reductions in electricity 
costs for households and small business consumers over the next three or four years.  Big business is already 
gaining from competition in the sector: cases of 10 or 15 per cent reduction in electricity costs have been referred 
to me by people involved in this industry.  We must ensure that any benefits of reform do not sit only with the 
big end of town.  The Liberal Party wants to ensure that small businesses and householders also benefit.  As we 
speak, the Victorian regulator is considering a 23 per cent reduction in electricity costs.  I do not know whether 
23 per cent is achievable in the next two or three years as coal contracts are renegotiated and the system is made 
more efficient.  If the reform process is managed properly, reductions should occur in electricity costs across the 
board well before the next election.  The previous Minister for Energy - the current Treasurer - and the present 
Minister for Energy indicated that downward pressures will apply to prices.  All members are aware of reforms 
taking place with the renegotiation of coal contracts and so on.  If the reform process is handled properly, small 
businesses and householders should see benefits.  Unfortunately, the Liberal Party does not have 100 per cent 
confidence in the government’s management of this portfolio; in fact, it has very little confidence as a result of 
what has been seen in recent years.  The erosion of Western Power’s funding ability after the Gallop Labor 
government took office resulted in enormous reductions in the reliability of the electricity system.  We do not 
want a situation in which, through political pressure or for financial reasons, the government essentially stuffs up 
the reform process.  We do not want small businesses and householders to pay for those mistakes.  We seek a 
price cap.  That does not mean that prices could not come down - in fact, they should come down.  If prices sit at 
a constant level, as they have for the past decade or so - tariffs increased once in 1997 during that time - one will 
see a continued real reduction in prices.  Frankly, the Liberal Party expects to see considerably more than that.   
When the Liberal Party outlined the proposal to work with the government to further the reform process and 
increase competition, while safeguarding small businesses and householders, the Premier jumped up and let fly 
with a very negative approach.  I remember that he referred to the Leader of the Opposition as a game show host.  
He suggested the proposal was a nonsense and that a price cap could not be brought in.  The Premier said he 
wanted to see it all in writing.  He did not speak to me or the Leader of the Opposition, and I suggest that his 
office also did not speak to the office of the Minister for Energy, because as soon as the minister returned from a 
trip, arrangements were made to meet to pursue the matter.  I understand through the Minister for Energy that the 
government agreed today to the Liberal Party’s initiative to cap prices in the non-contestable market for the next 
four years.  Although that is a bit embarrassing for the Premier and opens an interesting question about who is 
actually running this state, it is welcome news for the small business sector and for householders.  A journalist 
asked whether the price cap was a political measure aimed at getting this legislation through the party room.  The 
harsh reality is that the price cap is necessary because some very serious uncertainties remain about the system, 
and I will list them in a moment.  
The opposition has put a lot of time into researching this matter and it is grateful for the briefings it has had at 
government and private sector level; nonetheless, a range of questions cannot be answered because they are 
considered to be confidential for one reason or another, or events are in process that will not be complete for 
some time.  Until certain processes are completed it is impossible to assess the matter in detail.  

One of the uncertainties is that the legislation requires that each corporation, including the Electricity Networks 
Corporation, run at a profit.  The access code contains specific provision for the Economic Regulation Authority 
to ensure that the corporation makes a particular rate of return.  I can understand the objective of a corporate or 
commercial entity including a profit motivation, especially the Electricity Generation Corporation, the Electricity 
Retail Corporation and even the Regional Power Corporation, although I do not think that that entity will make a 
very big profit.  Nonetheless, it provides for a useful fiscal discipline.  The corporation about which there is 
some doubt is the Electricity Networks Corporation, which is essentially the government-owned monopoly 
provider of shared infrastructure.  Although we are still awaiting details of some fiscal modelling that the 
government is undertaking, we will not know the expected rate of return of the Electricity Networks 
Corporation, for example, under this system.  The rate of return has an enormous bearing on future tariffs, as I 
will explain in a second.  We were keen to know, for example, the distribution of Western Power’s current debt 
portfolio.  We want to know how much will be apportioned to the networks corporation so that we can get a 
handle on its overall situation.  At the moment we do not have that information, although we have sought it.  
Presumably it is not available yet.  I do not know whether it is available or whether the minister can get it. 

Western Power has advised us that it is difficult to compare rates of return of corporations in other states with 
those of Western Power, let alone with Western Power’s disaggregated corporations.  I find that odd because an 
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Australian Competition and Consumer Commission report of April provided a good comparison of rates of 
return with asset base or whatever for a range of electricity corporations in the other states.  It is possible to 
undertake a comparison.  We can bet our bottom dollar that the state Economic Regulation Authority will 
undertake just such a comparison in the future.  All this is very important because, in the future, the Economic 
Regulation Authority might say that the rate of return is too low for the networks corporation, for example, and 
recommend a higher tariff, or the opposite could occur.  There is enormous uncertainty about future tariffs.  If 
under this new process the networks corporation is deemed by the Economic Regulation Authority to have a low 
rate of return, the authority is very likely to factor in an increased tariff, which will flow on through the access 
fees to all the users in the system.  Ultimately, it will flow onto electricity prices.  That is one degree of 
uncertainty that demonstrates why a price cap is necessary.   

Western Power, in 2002 particularly, was driven by a profit motive.  I suggest that was largely because there was 
a need to increase dividends to use the corporation as a milch cow for the government.  Indeed, the government 
made a couple of special, additional or early dividend takes from Western Power.  If I am not mistaken, directors 
received some fairly generous bonuses in 2002-03.  There also seemed to be a move to increase profit taking, 
quite frankly, at the expense of reliability.  The advice I have received is that the reduction in borrowings, non-
growth capital works, operational spending and so on resulted in, for example, a significant increase in asset 
utilisation rates.  The government was squeezing Western Power for a variety of reasons, and reliability suffered 
as a result.  The networks unit in particular was having to work overtime to try to patch up the gaps.  That again 
demonstrates that if Western Power for the past couple of years has been seeking increased electricity tariffs, 
there could be some pent-up pressure, if I may put it that way, for additional funds to service the networks unit or 
other areas in Western Power.  We asked whether Western Power had sought an increase in charges and fees 
over the past couple of years.  It was one area where we were not allowed in the door, but certainly from all the 
senior officers to whom we spoke and from reading between the lines, it is quite clear that Western Power sought 
increases in tariffs over the past couple of years.  If the minister in his response wants to put to bed this particular 
concern, he could say that Western Power did not seek increased tariffs; alternatively, he could confirm it.  
However, if Western Power has been seeking tariff increases during the past couple of years, as is certainly my 
reading of the information and our detailed briefings, there may be a pent-up pressure for future increases in 
tariffs, and hence further uncertainty and the need for a price cap.  As happened earlier, the corporation could be 
put under tacit pressure by the government to increase its profitability, simply so that the government could get 
an increased dividend and a tax equalisation revenue stream from the corporation.  Again, we saw that a couple 
of years ago when Western Power, in my view, was used as a milch cow.  Unfortunately, nothing in the 
legislation under which this system will operate will prevent that happening again.  Those are some key 
determinants of tariffs, about which there is still enormous uncertainty and the need for a price cap.   

There are other reasons for uncertainty.  I will go into a couple of them in more detail if I get time.  One of them 
is that until now Western Power has carried out all the forecasting and modelling of capacity, demand and supply 
within the network system.  The Independent Market Operator has taken that role over.  I understand that a 
report will be presented, probably to the minister, on 1 July that will indicate whether Western Power’s forecasts 
have been correct.  The determination of capacity and meeting of capacity are of course the two key 
determinants of reliability in the system.  To date Western Power has carried that out.  Although it has been able 
to manage its own system reasonably well, the whole electricity supply network now extends well beyond 
Western Power’s auspices.  It is therefore necessary to look at the whole energy market.  That is what the 
Independent Market Operator is doing by assessing past and current demand and supply forecasting processes, 
which it has now done; determining projections of the state government’s capacity share; and also factoring in 
the closure of the state’s ageing plant and its plant replacement needs.  The current forecasting shows an 
enormous gap between supply and demand in 2007-08.  If the minister is handed a report on 1 July that shows 
that the situation is even worse than expected and that there is a considerable undercapacity, it could have a huge 
bearing on tariffs.  If Western Power or the state generation unit were required to pick up any of that capacity 
and if, for any reason, it were necessary to override the constraints in the legislation, obviously an immediate 
capital requirement would need to be serviced.  More importantly, even if the private sector were to pick up that 
capacity requirement, an enormously expensive transmission system would need to be paid for.  Who knows?  It 
could literally place hundreds of millions of dollars of additional cost into the system.  We will not know the 
answer to that until the Independent Market Operator brings down its report on 1 July.  That is another area of 
uncertainty in pricing and another key reason the price cap was so essential. 
One of the main reasons it is important is that we want to look after small businesses and householders.  A 
couple of years ago the former shadow Minister for Energy pointed out quite clearly that about 65 000 small 
businesses had missed out on a 10 per cent cut in electricity tariffs.  That was obviously a conscious government 
decision to make sure that they missed out.  It was done to prop up the finances, and was part of the strategy I 
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referred to earlier.  The franchise or non-contestable market of householders and small businesses is extremely 
important.  They will remain as Western Power’s customers in the coming years.  There is no indication of when 
contestability will apply to them, although there is talk within the sector of 2012.  As I said earlier, our main 
concern is to ensure that householders and small businesses benefit from reform and increased competition and 
that those benefits do not go just to the big end of town.   
I received a letter the other day from the executive director of the Western Australian small business and 
enterprise association.  I am sure he will not mind my referring to it.  He made it very clear that small business 
supports the notion of a price cap.  The Chamber of Commerce and Industry of Western Australia initially 
suggested that it was unnecessary.  I understand it has subsequently indicated its strong support for the Liberal 
Party’s position on this bill.  The small business sector made it very clear that prices for small and medium 
enterprises really must be reduced.  They are very supportive of the price cap being put in place.  Something that 
I am sure the member for Vasse will touch on later is the need to look at speeding up the introduction of 
contestability for these areas, if it is feasible.  I have already talked to the minister about an amendment to the 
legislation.  I understand he has agreed to it.  The amendment will provide for a trigger for a review of the pace 
of introduction of contestability in those areas.  
Another key aspect for small businesses and householders is reliability.  I will touch on that in a short while.  
Some other uncertainties relate to tariff pricing.  We must consider the Economic Regulation Authority’s role in 
this matter.  The ERA will play a key role in assessing and determining the most appropriate standards for 
service in the electricity market.  Essentially, the ERA will set the standards.  If the standards are set higher than 
is budgeted for at the moment, quite frankly, it will lead to upward pressure on tariffs.  The ERA might decide 
on a tariff increase to provide for additional capital expenditure or operational expenditure to improve the degree 
of reliability in the networks.  A number of areas demonstrate uncertainty with the tariff structure and, hence, 
there is a need for a price cap.  One other thing that could be a big positive in this area is the renegotiation of the 
current coal contracts.  As Western Power continually reviews and renegotiates those contracts over the life of 
the coal-fired generation plants, significant cost savings will hopefully be gained and flow through to 
householders and small businesses in the form of lower tariffs.  I suggest that that is the knight in shining armour 
that the minister will rely on in the next couple of years.  Of course, if the rate of renegotiation is not as 
successful as people hope, it will add to the degree of uncertainty about tariff pricing over the next few years.  
That is why the Liberal Party wants a price cap.  We want electricity costs for small businesses and householders 
to be lower.  That is achievable, if the reform process is properly carried out.  In the interim, we definitely want 
an unqualified commitment to an electricity price cap for the uncontestable market for the next four years.   
Having considered the issue of pricing, I will touch on reliability.  I mentioned that reliability is essentially 
determined by two factors: the ability to forecast and meet electricity demand through a good capacity 
determination policy and arrangements, and having a networks system that is as reliable as possible.  As I 
mentioned earlier, the networks system is essentially the transmission and distribution networks.  In layman’s 
terms, transmission is the equivalent of a major freeway and distribution is the equivalent of side streets and so 
forth.  Most problems with the reliability of the system, either localised or over large areas, stem from this area.  
I do not think that anyone would disagree that Western Power’s performance in this area has not been good in 
recent times.  In some cases, it has been absolutely woeful.  As I said earlier, this may not be entirely the fault of 
Western Power.  There is no doubt that the organisation has been starved of funds and of a borrowing capacity.   
To this day, the Liberal Party is not convinced that enough is being done to improve reliability in the networks 
system, especially in country areas.  I shall demonstrate that quite conclusively by using some information that 
was provided during our extensive briefings.  The government made a lot of fuss last year about the $1.8 billion 
that it would allocate to improve the electricity supply system.  We subsequently found out during a briefing that 
Western Power had requested more money from the government.  Sure enough, a week later an article in the 
Sunday Times stated that Western Power had requested another $400 million or whatever.  The government 
conceded that it was needed.  In rough terms, the Labor Party will spend $2.3 billion to make the system more 
reliable.  However, we must bear in mind that when money is spent on the networks system, whether through 
capital or recurrent funding, it is done for two reasons: first, to improve the reliability of existing infrastructure 
or non-growth areas, and, second, to keep pace with growth.  As residential subdivisions expand and industry 
grows throughout the state, the transmission lines and distribution networks must expand to accommodate the 
growing demand.  That growth in demand will happen anyway, and must be accommodated regardless of what is 
happening with the existing system.   

If we want to look at what the government is doing to improve the reliability of the existing system, we must 
first discount the spending on new growth infrastructure.  We can then look specifically at what is happening 
with the non-growth areas or existing networks infrastructure.  I am obliged to the minister’s advisers for 
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providing some detailed information.  During the four-year period of 2005-06 to 2008-09, in which the 
$2.3 billion will be expended, the amount of capital expenditure on new growth infrastructure will absolutely 
dwarf the amount of expenditure to improve the reliability of the existing system.  In fact, $1.423 billion of 
capital expenditure is budgeted.  Of that amount, $1.1995 billion will be spent on infrastructure to keep pace 
with growth.  In other words, not much of an argument can be put that that $1.2 billion of expenditure will make 
big inroads into improving the reliability of the existing infrastructure and system.  An amount of $223.5 million 
will go into non-growth areas - that is, into improving infrastructure to improve the reliability of the existing 
system - which is less than 19 per cent of all capital expenditure on infrastructure over the four-year period.  Less 
than $1 in every $5 of capital expenditure announced by the government last year, and again this year - it was 
announced several times - will go towards improving the reliability of the network.  The amount of expenditure 
to improve reliability in the non-growth sector will decline over those four years, and that is not even the 
proportional amount.  It starts at $103.4 million and declines to $95.8 million.  That is not just a real reduction, 
after taking price deflation into account, but also a nominal reduction.  The government boasted about a 
$1.8 billion improvement program, which blew out to a $2.3 billion improvement program.  Of that $2.3 billion, 
only $223 million will go towards improving the reliability of the existing networks infrastructure.  I wanted to 
make that point.  If the government had been honest and had said that it would spend $223 million to improve 
reliability, that would be fine.  However, by dressing it up and saying that it would spend $2.3 billion, it was 
trying to con the public.  It gave the opposition cause for concern about whether enough was being done to 
improve the reliability of the networks system.  To this day we have not been able to fully assess whether enough 
money is being spent on the networks to improve reliability.   

Western Power’s asset management plan is not the most detailed document that I have seen.  To this day I still 
have not been given a list of priority areas; in other words, areas that have suffered from poor reliability and 
consequently need significant improvements to be made to the networks infrastructure.  I have in front of me a 
copy of a report on an electricity distribution price determination from the Office of the Regulator-General in 
Victoria.  Attached to it is a report on the comparative performance of the electricity distribution business.  The 
report provides details of individual suburbs and even components of suburbs.  It details the length of the 
distribution network, how many customers are on the feeder, the amount of unplanned minutes off supply and 
the total minutes off supply.  It is a very good ready reckoner of reliability throughout that state and contains a 
wealth of other information that enables me to clearly pinpoint the priority areas that need expenditure.  I had 
hoped to assess the amount that the Gallop government would put into the system over the next four years, the 
priority needs, the budget requirements and so on, and to then marry those components to determine, in rough 
terms, whether enough money was being spent.  On the information I have, it is impossible to do that and I think 
ultimately only the Economic Regulation Authority will be in a position to do so.  I even sought information 
about the number of linesmen available to provide services to the networks.  We were told that this government 
has cut back on the number of linesmen in the system.  This is evident in my electorate, where over Christmas 
the Bunbury crew could not attend to problems in the network locally because it was apparently fixing problems 
up near Moora.  There are other issues about the need to ensure that enough apprentices are going through the 
system and so on.  Therefore, I still do not have comparative information even for that area to be able to say that 
Western Power is improving the availability of employees.  I know that Western Power also has contractors 
working for it, but ultimately the number of linesmen employed by Western Power is one of a number of 
indicators of its ability to tackle problems and ensure the best possible reliability.  Unfortunately, therefore, we 
were unable to judge this matter in considerable detail.  That is where the ERA will play a key role.  As I said 
earlier, not only will it monitor performance, set standards and determine tariffs accordingly, but also, in doing 
so, it will be the driver to ensure that reliability is improved.  That is another area of uncertainty as, quite frankly, 
we do not know what criteria the ERA will set.  I have referred to a Victorian report.  I recall that the Essential 
Services Commission in Victoria had a condition that it would set standards no lower than they were before.  
That is not what we do in WA; we must keep striving for improved standards because services here have 
deteriorated very much in recent times.   

Our proposal for the network system is very simple.  It relates to the amount of funding that the government 
takes out of Western Power, and will continue to take out of the various corporations established under this 
legislation.  The government has been only too willing to take dividends and tax equalisation payments from 
Western Power.  I must say that to an extent that could be a problem, as I mentioned earlier.  For example, the 
government might put tacit pressure on the chief executive officer of the Electricity Networks Corporation to 
jack up profits so that the government can get a larger dividend.  Our suggestion is very simple and we will 
pursue it both in this Parliament and publicly.  We suggest that the government introduce a mechanism to allow 
the networks corporation to invest its profit as it sees fit.  We will talk about this in more detail at the 
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consideration in detail stage, as I have more questions about the level of dividend and income tax equivalent 
payments to the government in ensuing years.   

I asked some questions and got some answers to which we needed some more detail.  However, the point must 
be made that this is a viable proposal.  The proof of the pudding is in the eating; the government is already doing 
it.  I have a briefing note with me that answers some specific questions about dividends and so on.  I found that 
the 2005-06 and 2006-07 dividend payments contain what has been referred to as “special payments” to cover 
electricity reform costs.  In other words, of the dividend payment that will go back to Treasury this financial 
year, which according to the budget projection will be around $88 million, the government will return some to 
Western Power or the Office of Energy - the briefing note does not say which - to be put into the electricity 
reform process.  There is no reason whatsoever that the government cannot forgo this revenue to enable 
significant improvements to be made to the network system.  Indeed, the briefing note states that a significant 
deferred tax liability ceases at the end of 2006-07, resulting in higher tax payments from 2007-08 onwards.  On 
my reading of that note, the government has rigged the system already so that it can pull more tax out of the 
corporations from 2006-07 onwards.  That is an interesting point that we can take up later.  However, it 
demonstrates that what we are suggesting is viable.  There is no reason that over a four-year period this could not 
return well over $100 million for operational expenditure on improvements to reliability, maintenance, the 
employment of additional linesmen, more pole-top maintenance, speeding up the power-pole replacement 
program, improving and extending the underground power pole program and so on.  Alternatively, it could be 
used to fund borrowings for significantly higher levels of capital expenditure.  The government could literally 
spend hundreds of millions of dollars on capital improvements to improve reliability in the system if it were 
prepared to forgo some of the revenue that it is budgeting to take from the various corporations in the next three 
years, and specifically if it were prepared to forgo the revenue that it would take from the networks corporation, 
which would enable it to reinvest its profit and improve reliability accordingly. 
Country services is the key area of power services that needs improvement.  Again, the detail on the amount of 
expenditure being allocated for improvements in the country shows that of the $2.3 billion that the government is 
talking about receiving in 2005-09, the amount of non-growth capital expenditure on reliability measures in the 
country will be $21.5 million this year, increasing to $26 million by 2008-09.  In rough terms it is about 
$100 million.  Therefore, of the $2.3 billion, only $100 million will go back into improving reliability in country 
areas through non-growth capital expenditure.  I accept that there will also be some maintenance expenditure, 
but the main component of expenditure in this total program, of course, will be capital.  I use that to illustrate 
that of the total capital allocation of around $1.4 billion, only $100 million will go to improvements in country 
areas.   
A range of initiatives could be achieved if our proposal were taken up.  As I said, there could be an increase in a 
range of maintenance programs throughout the country, the installation of more low-voltage spreaders and 
various initiatives could be undertaken to make a genuine difference to people in country areas.  Those initiatives 
could include capital improvements in regional areas, such as Esperance and the great southern, where there are 
significant supply problems.  We need look only at Queensland, where the report on an extensive review detailed 
the need for an extensive five-year capital and operational plan to improve reliability throughout that state, 
especially in country areas.  I suggest that the Minister for Energy grab hold of a copy of that report and read it 
to see what can be achieved. 
As we can go into many of these matters in more detail at the consideration in detail stage, I will refer to a 
couple of other key issues in the final few minutes.  One is that the legislation we are dealing with today relates 
to only one part of the overall energy market.  I have learnt in recent weeks that there is the potential for a major 
problem with the Dampier to Bunbury natural gas pipeline.  The pipeline could very well end up being the key to 
future competition in the energy sector.  We are all aware that the original intention was to provide an easement 
so that a pipeline could be built and that later another could be built in competition.  What we are seeing now, of 
course, is the DBNGP owners and operators providing improved compressor infrastructure and looping the 
system.  Eventually, for all intents and purposes, they will control two pipelines running down the system.  I 
have spoken to people in this sector who can bear out the suggestion that has been put to me; that is, someone 
who is in the system early enough can ultimately take advantage of all the initial processes that were set up to 
ensure that people got access to the pipeline on equal terms and at equal prices.  I am referring to shipper tariffs 
and all sorts of things, which we know are also covered in a national code.  That is something I have heard the 
member for Cottesloe talk about, and I think I agree with his points in that regard, but I will not go into them in 
detail now.  My concern is that the full capacity of the pipeline, including the $400 million for expansion 
capacity, is being contracted and taken up.  If gas is required to be transported beyond that capacity, a company 
will have to do one of two things: either pay the owners of the pipeline a premium to have the gas transported so 
that the owners can offset the capital cost associated with expanding the pipeline to accommodate the additional 
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requirements, or make a capital contribution.  I cannot divulge any details but it relates to the current 
procurement process.  I am from the south west and I am a great supporter of the coal industry.  We all know that 
gas will play a role of paramount importance in the development of a competitive electricity industry in the state.  
One of the keys will be to ensure that the pipeline remains available on equal terms to all operators.  That is akin 
to the infrastructure that the Electricity Networks Corporation will be operating on a monopoly basis.  The worry 
at the moment is that the conglomerate that owns and operates the pipeline could end up with a competitive 
advantage, and there may be pricing disparities.  If that happens, at worst it will deter competition, especially at 
generation level, and at best it will load up operational prices for operators who are not on board early enough, if 
I can put it like that.  I will give the house an example of the additional costs that will be involved.  My 
understanding is that the Kemerton power plant, when cranked up, will reach a full capacity of 300 megawatts.   
[Resolved, that the member’s time be extended.] 

Mr D.F. BARRON-SULLIVAN:  I thank the minister and his entourage for their support. 

I am told that when Kemerton is fired up, the transport cost of gas, which is approximately one-third of the total 
cost of gas, could be as much as $55 000 a day.  That is the sort of loading we will look at if the system goes 
down the path that is projected by some people in the industry.  It could add 10 to 15 per cent to daily costs.  If 
that is factored into the entire private network of gas-generated operation, it will be a huge cost for operators in 
the sector.  That matter is not covered by this bill.  I advise the minister that it is something I will hold 
discussions about later.  It needs to be resolved in the relatively short term if there is to be a competitive market 
and if others are to be encouraged to enter it.  I suggest that the minister speak to his advisers about the current 
procurement process, because it applies to that.  However, there is a solution in the long term.  It is called a third 
pipeline.  I have not heard it mentioned before, but we need to ask whether there is room in the easement for a 
third pipeline.  An amount of $50 million was put aside and I believe approximately $30 million has been left 
with the Department for Planning and Infrastructure to buy the easement.  I am advised that land is being bought 
in a way that will provide for a third pipeline.  A policy covering the construction, ownership and management 
of the pipeline is absolutely essential.  It needs to be considered now.  It is something that the Liberal Party will 
give a great deal of consideration and thought to in the next three and half years, to ensure that we have a truly 
competitive arrangement and that the current owners and operators do not end up with a monopoly control of the 
market.   
The pipeline is the key to future competition in the sector.  It is more important than splitting retail and 
generation and whether we end up facing the negative effects of vertical integration through a bigger Alinta-
based conglomerate or whatever.  That is something that I would like the minister to confirm.  We have met with 
representatives from Alinta.  Good on them; Alinta is doing a great job.  It is powering ahead and so on.  The 
representatives made it quite clear that Alinta will benefit from the legislation.  I am not saying that in an 
untoward way.  I would like to hear the minister’s views on how he sees the market developing and whether he 
shares concerns that there may be a need for further reform to ensure that the market develops in a truly 
competitive way.  We can perhaps discuss that in more detail later. 
I will not drag this out as a lot of the matters can be dealt with during the consideration in detail stage.  However, 
I refer to the state of performance in the electricity sector at the moment.  I have received extensive briefings on 
the performance indicators that are used in this state and other states.  I have looked at what is happening in the 
other states and the way in which they have tracked performance and set standards to improve performance.  
Quite frankly, the situation in Western Australia is woeful.  The system average interruption duration index is the 
key national indicator that is used - I will refer to it as SAIDI.  It measures the number of minutes per annum of 
interruption to the electricity supply.  The higher the figure, the less reliable the system; that is, a higher figure 
means more interruptions in the system.  In the south west interconnected system in June 1999, the indicator was 
sitting on 134.  In June 2005, the indicator climbed to 238.  I will be interested to see, with the $2.3 billion worth 
of expenditure and all the other reforms, what will happen over the next regulatory period; in other words, by 
June 2009.  The indicator is at 238 at present.  However, if the forecasts are correct, it is due to decline to 194 by 
the end of that four-year period.  Members should bear in mind that the national benchmark is 180.  Even after 
this four-year period, Western Australia will still be above the national benchmark.  I am told that, ideally, the 
Western Australian benchmark should be set at 150.  We are miles away from that.  I am told that that figure will 
be strived for in the ensuing regulatory period.  Something tells me that we are not spending enough money on 
the networks.   
I touched on some matters earlier in my speech.  We are not spending enough money on our network system to 
improve reliability to the extent that it will meet the national benchmark, let alone achieve the standards that 
Western Australians expect and should be able to demand.  If that is the case, it goes back to the first point I was 
making up about uncertainty of price.  If the economic regulator says that it is not good enough and wants to set 
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the benchmark in a better way - 150 or 180 - of necessity, the Electricity Networks Corporation will have to 
spend considerably more money to provide for the improvement.  For example, the rural power improvement 
program, which costs $10 million to $12 million, will improve reliability by only four points on the SAIDI scale.  
If we want to bring the figure down from 190 to 150, many tens of millions of dollars will be required to 
improve infrastructure.  That goes back to the original point I was making about my concerns on the level of 
pricing and the possibility that considerably more capital and operational expenditure will be needed in the non-
growth sector in the next couple of years to meet the sort of standards that people expect.  I will give the house 
an example.  The underground power program has been an enormous success.  I understand that the guidelines 
have been changed somewhat, so that instead of the priorities being determined largely as a result of local 
governments’ enthusiasm to contribute funding on a dollar-for-dollar basis, the new guidelines will provide for 
determination of the scheduling on the basis of reliability in particular areas.  Putting it bluntly, if Bicton is an 
area that is susceptible to storm damage because it has old power cabling and so on, presumably it would be a 
key priority area under the new guidelines of the underground power program.  How local government will react 
to that is another question.  I have already had some very negative feedback about that from local government.  
What will happen, for example, when areas are chosen in which the local government is perhaps not prepared to 
put in contributory funding?   
The point I want to make about this program is that I was always under the impression that it would cost about 
$2 billion or $2.5 billion to underground all the towns in the south west interconnected system.  I have now been 
advised, through the government, that the figure is actually about $5 billion.  At the rate it is going at the 
moment, it will be 200 years before the whole system is put underground.  That may not be the aim.  I have 
talked to my colleague the member for Serpentine-Jarrahdale, and he is very keen to see improvements in the 
hills area.  It may be that in a lot of areas, such as the hills and some country areas, techniques such as aerial 
bundle of cabling may be more appropriate and more cost effective.  I say that to demonstrate that if we are to 
make serious inroads and if we are to improve reliability, we must be dinkum about putting some serious funding 
into improving the system.  Under some of the programs, particularly in country areas, amounts of $10 million or 
$12 million are being allocated to improve reliability.  That must be questioned.  A huge amount more is needed 
if the standard of service that people want and certainly, in my view, should expect is to be provided. 

The final point I will make is that the Liberal Party will continue to push the government for additional funding 
for the network system.  I hope the comments I have made and the figures I have quoted, which come directly 
from the government, demonstrate that the allocation of an insufficient amount of money will not improve the 
system; that the performance indicators that have been provided by Western Power, including the projected 
figures, demonstrate that much more could and should be done; and that we will not get the level of performance 
and the level of reliability that Western Australians expect unless more money is put back into the system.   

I demonstrated earlier that the government already takes large chunks of money out of Western Power.  The 
“Treasury and Finance” section of the budget papers provides a year-by-year breakdown, and it can be seen that 
some of that money is already coming back to meet community service obligations and to pay for the costs of 
electricity reform.  Nothing is standing in the way of this government making a very significant commitment to 
put additional funding into improving the network system so that, as the competitive reforms take effect, we will 
know that the monopoly service provided by the Electricity Networks Corporation will be in tiptop condition and 
will be able to meet the demands expected from that competitive system.  I will use an analogy.  One of the 
problems experienced when Telecom was privatised was that the core infrastructure was privatised as well, 
instead of being shared between the various competitors.  As a result, we saw, for example, Optus pushing ugly 
black cabling through trees in the suburbs, because it was not able to use Telecom’s infrastructure.  The other 
point, particularly in country areas, was that not enough money was spent to improve the infrastructure to ensure 
that the service could be extended to more people throughout the nation.  In this case, Western Power’s asset 
utilisation rate is in most cases, I believe, at least 67 per cent; in some cases it is higher than that.  We would not 
really want to get much higher than 60 or 65 per cent, to use a sensible benchmark.   

The network system has done a marvellous job in recent months, but we have had some major power blackouts 
as a result of the system being starved of funding.  We do not want the government to hide behind these reforms 
and this sort of legislation and to say that these reforms will tidy up the whole thing, when in fact they will not 
have a bearing on the amount that is spent on the network system, unless the economic regulator determines that 
more should be spent, in which case there will be an increase in tariffs and electricity prices.  If the government 
is dinkum about improving reliability, setting better standards than we have at the moment and improving the 
projected standards, which I have demonstrated are just not good enough, and if the government wants to do that 
without increasing electricity prices, there is only one way to do it: the government will have to forgo some 
revenue.  It could do that in a legislative way, which would be an extremely messy way of doing it - it would 
require extensive amendments to this legislation - or it could make a policy decree that it would return all, or at 
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least a significant proportion of, the revenues obtained from the new networks corporation, so that that 
corporation could invest that money in improving reliability in the system. 

In a nutshell, the Liberal Party will support this legislation on the basis that the government, through the Premier 
and the minister, has agreed to a price cap for householders and small businesses.  We will still expect significant 
reductions in electricity prices.  I have used Victoria as an example.  The economic regulator there is considering 
a 23 per cent reduction in electricity prices.  Therefore, we still expect electricity prices to be driven down for 
those sectors.  We expect nothing less than a major funding commitment from the government in the lead-up to 
the next budget to return all, or a significant proportion of, the revenues from the new networks corporation, so 
that the networks corporation can reinvest that money in improving reliability.  We also will work with the 
government on an amendment to this legislation to trigger a review of the timetable for the extension of 
contestability. 

Finally, I extend my thanks to all those government officers who assisted in a number of briefings on this matter, 
and to those involved in the private sector for their very detailed and extensive advice in a number of areas.  
With that, I look forward to the minister’s response later.  I hope he will give us a very detailed response on not 
just the matters that touch on this bill, but also particularly the need to protect competition in the energy sector in 
the future and to provide for fair and equal access to the pipeline.   

MR T.R. BUSWELL (Vasse) [4.18 pm]:  I thank the house for giving me the opportunity to make a 
contribution to this debate this afternoon.  I say at the outset that it has been a very interesting issue to examine.  
Along with the member for Leschenault, I enjoyed the opportunity to receive some briefings on this matter from 
various government officers.  I also enjoyed the opportunity to hear the comments and positions of some of my 
parliamentary colleagues, in particular the member for Cottesloe, who provided an interesting alternative angle 
on this matter.  He has raised a number of points over time that I have found interesting.   

I suppose the basic observation that one could make about the state of electricity supply in Western Australia 
today is that it is essentially failing consumers and industry.  It is failing, and has the potential to fail, in the 
delivery of electricity, be that from capacity-related issues or networking-related issues.  Members will hear a 
number of my Liberal Party colleagues from regional areas of Western Australia highlight - you may do so too, 
Mr Acting Speaker (Mr P.B. Watson), on behalf of Albany - the significant impact that networking issues create 
in the communities we represent.  In fact, I suggest that of all the matters that confront us as we consider this 
legislation, reliability of supply is the one nearest and dearest to our hearts.  Western Power and the supply of 
electricity in Western Australia is failing, first, because of a failure to deliver and, second, because of prices.  
The member for Leschenault spent some time detailing the Energy Supply Association of Australia’s summary 
of the prices we pay in Western Australia, which are based on the latest figures.  I will not go through all of 
them; rather, I will outline the two that hit home the most.  First, Western Australian small businesses pay on 
average 12.7 per cent more for electricity than do similar small businesses in other parts of Australia.  Second, 
Western Australian residential households pay almost five per cent more for their electricity than do other 
households around Australia.  The price of electricity in Western Australia is a lot higher than in other states, 
especially for small business users, which is an indication of the failure of our electricity supply system and a 
failure to ensure a consistent supply.  I point out that the supply of electricity is not just about convenience.  As I 
am sure members are aware, it also has a significant cost factor for industry and small businesses, particularly 
those in regional areas of Western Australia.  If we accept that as a given - I am sure that most people do - it is 
interesting to cast one’s mind to the potential solutions available to the government.  I am particularly pleased 
that the solution put forward in this bill is based on the implementation of market forces.  It reflects the 
government’s - and I am sure this Parliament’s - broad acknowledgment that market forces and the operation of 
the market have the capacity to address a number of the issues that are essentially related, because Western 
Power has been cocooned from effective and reliable competition for so long.  At the end of the day, that is at 
the basis of many of the problems with Western Power that confront us.   
The situation reflects international experience, because to get the best social and economic outcomes, it is far 
better for governments and societies to rely on competitive market forces.  In my inaugural speech, I commented 
on my great belief in the power of the market entity.  Afterwards, a number of government members approached 
me and said that they hoped that that belief would be reflected in my approach to the disaggregation of Western 
Power.  It is pleasing to stand today to say that essentially that is the case.  Removing Western Power from its 
anti-competitive cocoon will go a long way towards addressing electricity supply issues.  Being the purist that I 
am, I should add that it would be handy if the government embraced market-orientated reforms in other aspects 
of government policy, particularly industrial relations.  I suppose that is a delicate issue and not a matter for 
debate today.  However, I find the selective embracing of the positive power of market-driven economic 
outcomes interesting.   
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As the member for Leschenault highlighted more than ably, the opposition’s support for the legislation is 
contingent on a number of things.  It is contingent on government actions and undertakings on pricing and 
network maintenance.  Although the opposition’s support of the bill is not contingent on this, it is important to 
acknowledge the need to expand the contestability threshold as quickly as possible.  It is also important to note 
that the government should not consider our support to be a vote of confidence in the way it has operated 
Western Power and, indeed, the energy sector in Western Australia while it has filled the government benches.  I 
refer members to the recent history of Western Power.  There were fly in, fly out chief executive officers and the 
effective desertion of a large number of senior Western Power staff.  The member for Cottesloe coined a 
wonderful phrase when he said that Western Power had lost its engineering capacity.  It is an organisation that, 
for a variety of reasons, has been stripped.  I suppose the low point of the mismanagement of Western Power and 
of the energy sector in Western Australia is the famous black Wednesday when the state effectively ran out of 
power.  It is also important to note there is a need for the government to focus on the broader concept of the 
energy sector in Western Australia, which has enormous potential.  I, for one, feel that if private investment is 
encouraged, the energy sector will deliver enormous benefits to Western Australia for a long time to come.  The 
focus on electricity is but a small part of that.  One hopes that the government will not pack its bags with regard 
to energy reform once this electricity bill has been determined, but that it will move on to other aspects of the 
industry.  
I will spend a few minutes concentrating on some of the issues on which our support for the government’s bill is 
contingent.  The first issue is the concept of a price cap.  It is true that when we sit back and consider the likely 
changes that will result with the disaggregation of Western Power, a number of those changes suggest that prices 
will fall.  For example, we know that the price of coal is being renegotiated.  One can only imagine that if there 
is a significant reduction in the price of the main input, the price of the commodity will fall.  We also know that 
market forces will be brought to bear - one hopes quickly - through an increasingly large number of consumers.  
There is no doubt that market forces can effectively drive prices down.  Strangely enough, there are also 
indications that pressures that will be brought to bear will result in price rises.  That may happen when the 
market is created and during the settling process when institutions come to grips with the new disaggregated 
environment.  It could also happen when the Economic Regulation Authority attempts to fulfil its role of setting 
prices in the market.  Indeed, there has been some experience of that happening elsewhere.  There has been some 
experience, at least in the short term, of electricity supply and distribution reform leading to small price 
increases.  The member for Leschenault hit the nail on the head when he said that the Liberal Party is keen to 
ensure that if there are any potential price increases - I strongly suspect there will not be price increases - those 
who are least able to protect themselves in the market, such as households and small businesses, are protected.  It 
is pleasing to hear that the government is giving favourable consideration to our request.  I note some people’s 
concern that that will not be enough.  However, we are of the opinion that four years, give or take, will be 
enough time for the market to settle down and for the true benefits of the reform process to flow through into 
price reductions for those who are deemed to be in the non-contestable part of the market.   

Dr J.M. Woollard:  What is your comeback? 

Mr T.R. BUSWELL:  I will probably be voted into government.  Who knows?  There comes a time when we 
must have some confidence in the capacity of market forces to deliver positive social and economic outcomes for 
our society.  

I will spend some time talking about the issue of reliability.  As I mentioned earlier, the issue of reliability is 
foremost in my mind and, I suggest, in the minds of most members on this side of the house.  We continually 
receive complaints from constituents - be they small businesses, primary producers or individual households - 
about not only the reliability of supply, but also supply access problems, which especially plague those in 
regional areas of Western Australia.  This process must improve the reliability issue in the best possible way.  I 
am interested in the historic flow of cash out of Western Power and the concept of the social dividend, which is 
often used as a euphemism for the convenient transfer of cash to government coffers.  I suspect this transfer has 
been ongoing for some time.  Governments of the day have seen Western Power as a cash cow from which they 
can access funds to be spent on items of political imperative.  Undoubtedly, that has led to a degradation of the 
network over time - it is the proof of the pudding.  The member for Leschenault outlined the large sums of 
money required to get our network in Western Australia back up to an acceptable level; that is, one defined as 
delivering at least Australian average levels of reliability and access to power.  One of the government’s 
fundamental challenges undoubtedly will be to ensure that that investment is made in the network infrastructure. 

I have confidence that separating the network component of Western Power will go some way towards 
addressing reliability issues.  The networking component of Western Power is a natural monopoly that should be 
separated and run as an individual entity.  The benefits of such a split include the capacity of people working in 
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the organisation to focus solely on driving the organisation to achieve its objective, which, of course, should be 
the delivery of power with regularity.  We will watch with interest to ensure that, underlying the changes, the 
government commits the funds required, first, to upgrade the network to the acceptable level and, secondly, to 
ensure that the network is maintained at an acceptable level on an ongoing basis.  This still remains a matter of 
some concern. 

As the member for Leschenault indicated, the Liberal Party has suggested that profits generated from the 
operations of the network entity should stay within the network entity.  That would remove the temptation for the 
government of the day to look at the network component of Western Power as that traditional cash cow.  
Therefore, it is hoped that the pool of funding available to invest in the network will, in some part, be met from 
the operational profits that the network component generates.  I suspect it will not be enough money.  I will be 
interested to see how the government determines to fund the upgrade and ongoing maintenance of the network.  I 
am confident that this process will be more transparent and open through the Economic Regulation Authority 
than has been the case in the past.  Although there is some concern, comfort can be taken from the fact that the 
process will be open and accountable.  Ultimately, it will be accountable to members of the public.  Also, 
attempts to keep the profits of the network sector away from government for the purposes of the social dividend 
provides some comfort. 

I was interested that the member for Leschenault spoke about the need to expand the concept of contestability.  
In my shadow portfolio work, I spend a lot of time in the small business sector.  The minimum power bill needed 
for someone to qualify as a contestable customer is about $8 000 a year.  I understand the administrative and 
technological requirements that must be overcome to push contestability down, and I accept that this is a fair 
contestability base to start with.  However, literally tens of thousands of Western Australian small businesses 
will just miss out on entering a competitive electricity market.  Similarly, hundreds of thousands of households 
will obviously miss out.  It is important that the legislation includes a requirement that the contestability 
threshold be reviewed.  I understand it is the government’s desire to see that happen.  Nevertheless, it would be 
wise to have that enshrined in legislation to ensure it happens.  If one accepts the argument that competition will 
deliver benefits, it ultimately follows that the next objective would be to deliver the benefits to as many 
consumers as possible.  The Liberal Party is keen to see that happen in an as orderly and rapid way as possible.  
The net public gain will be great. 

The member for Leschenault talked about the concept of gas supply.  I suppose I am a little slow on the uptake 
because I had some difficulties understanding some answers I was given at a government department briefing, 
and I did not leave with a great deal of confidence that the issues of gas supply highlighted by the member for 
Leschenault would be addressed.  Underpinning the entire theory of this process is the notion that new entrants 
to the market can in a timely and cost-effective manner get access to gas - I assume gas would be a raw material 
of choice - to generate power to enter the competitive environment.  The government must be very careful to 
ensure that these concerns are addressed.  My confidence is increased that they will be addressed because one is 
dealing with a privately owned piece of infrastructure rather than government infrastructure.  The work done by 
the previous Liberal government in privatising the gas pipeline - I know it has had its hiccups along the way - 
has set up private infrastructure that will, provided the correct guidelines and controls are in place, respond to the 
needs of power generators in the south west and around the rest of the state of Western Australia. 

I raise a couple of other factors before I conclude my contribution today.  Opposition members have referred to 
price capping, commitments to networks and increasing contestability as quickly and conveniently as possible, 
and a couple of minor points will be raised in consideration in detail.  One such matter is the way in which the 
significant debts of Western Power will be allocated to each entity in the carve-up of Western Power.  It is feared 
that if that debt is improperly apportioned to, for example, the network operation, the capacity of the network 
business to maintain the network asset could be affected.  The ultimate destination of Western Power’s debt will 
be watched with some interest.  It will be important to try to understand and test the government’s ongoing 
commitment to the network and to the capacity of the network entity to fund the capital upgrades and ongoing 
maintenance required.  One must draw some comfort from the fact that the process will be more open than has 
ever been the case in the past. 

I understand that an audit will be completed shortly.  The final point is to ensure that the generation capacity of 
our state’s electricity system is enough in the short to medium term to see us through the transitional period until 
a significant supply of non-Western Power electricity becomes available to consumers.  We will listen to 
comments on those points with interest as we move through consideration in detail. 

The disaggregation of Western Power, with conditions, is something I support, and I am glad the Liberal Party 
has chosen to support that view.  At the end of the day, I have a fundamental confidence in the delivery of the 
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market mechanism - that is, supply and demand - to generate the most effective set of long-term social and 
economic conditions.  I also believe that it is the most effective mechanism to use to address problems Western 
Australia currently faces in the electricity sector. 

MR C.J. BARNETT (Cottesloe) [4.39 pm]:  The Electricity Corporations Bill 2005 has gained a stature over 
the past couple of years that possibly goes beyond its true importance.  It is an issue I have pretty strong views 
about, which I intend to explain on the public record. 

The bill is described variously in the media as electricity reform, as though this is the be-all and end-all of 
reform.  It is not.  It is part of a deregulation process that began in 1995 when I happened to be the responsible 
minister.  I support some parts of this bill but not others, because I think they are somewhat naive.  Despite all 
the claims about markets, supply and demand, reform and everything else, it is all first-year economics and a bit 
of flying on a wing and a prayer.  All this bill does is split Western Power into four separate entities.  The 
minister acknowledged that in his speech.  The government also claimed that the bill will lead to a more efficient 
industry, improved reliability, increased private investment and lower pressure on prices.  I hope that it does, but 
I remind the house that all this bill does is split Western Power into four separate entities.  Whether some of 
those outcomes occur or not may be related to this bill or to other factors.  In many respects the government’s 
support for this legislation is an act of faith.  I hope, for the sake of Western Australia, it is right.  

Does the public care?  I suspect probably not.  Over the past four years Western Power has become discredited 
as an organisation and energy utility; indeed, it has been humiliated in the public eye.  Its performance over the 
past four years has been abysmal.  The public does not care any more.  This once proud organisation, which 
supplied electricity and developed not only electricity but also gas infrastructure, including projects like the 
Dampier to Bunbury pipeline, is no longer the organisation it was.  I do not hold a particular commitment to 
Western Power.  As a minister, I had my differences with Western Power many times, but I respect what the 
organisation and its employers and leaders have done over the years.  It has been an important organisation in the 
development of Western Australia.  However, it will be no more when this bill passes through this place.  

Over the past four years we have seen the infamous black Wednesday, when Western Australia simply ran out of 
electricity - an appalling outcome; the fly in, fly out chief executive officer from Melbourne, Dr Stephen van der 
Mye; the loss of David Eiszele, who was forced out by this government after some 32 years of service; and the 
loss of virtually all the next tier of Western Power management who were forced out.  The corporation has lost 
all its experience and much of its engineering capability.  That is the overriding reason why it has performed so 
badly in the past four years.  Western Power is part of a complex industry and it has performed appallingly, as is 
on the public record.  The public is probably very happy to sit back and watch Western Power be decimated, 
because that is what this legislation does.  

There can be many objectives for electricity, but in most of the debate over the past couple of years people have 
talked about the importance of reliability.  I agree that it is the number one objective.  Electricity, like water, is 
an essential service and reliability should be the number one objective.  The second objective is price; it is 
important that it be affordable.  I add a third objective that is rarely mentioned in this debate, and that is to grow 
the energy sector in Western Australia.  In the eight years I was minister I always gave that objective equal 
ranking.  This split is part of a process that has been going on since 1995.  The initial reform was the split of the 
then State Energy Commission of Western Australia into AlintaGas and Western Power.  That was followed by 
the splitting away of the pipeline and its privatisation, the privatisation of Alinta with something like 100 000 
Western Australian shareholders, the construction of new gas pipelines, the Collie power station, new private 
generation and the like.  While that was going on there was a continuing process of opening up the electricity 
market to contestability.  The gas market was far easier than the electricity market and it was fully deregulated 
and fully privatised in the space of about four years.  The electricity industry is far more complex and difficult 
and hence there has been a more gradual approach.  However, at the time of the 2001 election something like 
40 per cent or more of electricity sales were contestable.  The timetable that I set up has essentially been 
followed by this government, and now 60 per cent is contestable.  That should go on, because it is the 
appropriate way of proceeding. 

The two major parts of this bill relate to the split up of Western Power.  The first is the provision that separates 
the powerline system or network; that is, both the high voltage and low voltage distribution lines.  I support that.  
It is a logical reform.  If benefits are to flow from this legislation through greater competition, more players and 
improved reliability, they will come because of the split up of the networks.  It is a natural monopoly.  There will 
be only one powerline system and it is logical that it be separated.  The accusation has always been made that 
when people have sought to use the powerline system, perhaps to compete with Western Power for a customer, 
that somehow Western Power has known about it and the other side of Western Power has undercut the 
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competitor.  Cases have been taken to court, and Western Power has won those cases.  I do not know whether it 
is right or wrong, but when it came to the crunch people who claimed to be aggrieved could not produce hard 
evidence.  Whether that is true or not, I recognised many years ago that there would always be the perception of 
a conflict of interest.  It is, therefore, logical and correct to separate the networks.  I agree with that part of the 
legislation.  However, I make the comment in passing that, as the member has indicated, once debt is allocated 
and the full cost of the networks is properly assessed, I suspect that access charges to the network for Western 
Power and any other competitor will probably go up.  I believe that will be a reality of these changes.   

A less important part, but one I do not agree with, is the further splitting of Western Power.  In particular, I do 
not agree with the splitting of the generation arm from the retail arm.  It is a foolish, naive move and could end 
up creating a less competitive market than the one to which we might aspire.  At a very superficial level, if 
Western Power is further broken up into regional, retail and generation entities, the state will have three weak 
utilities.  Western Power is already a small utility in a small market.  It is small by Australian standards and tiny 
by international standards, yet we say that we will undertake reforms to separate out the networks so that there is 
a level playing field for everyone, including Western Power, and then decimate Western Power again.  Why 
would we do that?  In a state that needs to grow, why would we weaken one of the potential engines of economic 
growth?  I think it is foolish.  We would not see Wesfarmers, BHP -  

Mr M.W. Trenorden:  And Alinta.   

Mr C.J. BARNETT:  We would not see Alinta or Telstra doing it.  Big is not necessarily beautiful, but in a state 
the size of Western Australia, corporations are needed, whether public or private, that have the power and 
muscle to help develop this state.  That is being thrown away with this legislation, because no-one is looking at 
the bigger issue for Western Australia. 

This is very much an exercise in first-year economics.  I used to teach the stuff.  I think I know a bit about it.  
There is a difference between first-year economics and the realities of the electricity industry.  I want to go 
through a few of the issues.  The first is reliability.  As I said, electricity is an essential service and is incredibly 
complex.  It is produced by power stations burning fuel.  Electricity is instantaneous.  The millisecond it is 
produced, it is available everywhere.  With the technical advances of the electronic age in which we live, it is a 
question of not only the quantity of electricity available but also the quality of voltage that must be maintained.  
The types of demands that a modern society places on electricity are very different from those of 20 or 30 years 
ago.  Major investments have long lead times.  It takes at least four years to build a coal-fired power station, 
three years to build a gas-fired power station and two years for a major pipeline development.  There are very 
long lead times and big numbers.  The Collie A power station cost $700 million to build.  A gas-fired power 
station will cost $300 million to $400 million.  Not many organisations have that sort of money to throw around.  
The nature of the industry is big investment and large companies - lumpy!  There will never be the first-year 
economics competitive market of large numbers of buyers and sellers.  It is not that sort of industry.  That is why 
traditionally state governments and governments around the world got into the electricity industry.  That is the 
reason it was originally done by state governments.  That is good, but over time the situation has matured and 
there is now room for more private competition.  Western Australia has some of the longest powerlines feeding 
small communities of anywhere in the world.  Powerlines go out to places like Lake Grace.  Very few utilities in 
the world try to send electricity hundreds of kilometres down powerlines to feed very small loads to small 
communities.  It is difficult from a physics or an engineering point of view, and the economics of it are 
absolutely dreadful.  No-one makes money doing that.  No private player will make money from supplying 
electricity to small, remote country towns.  I am talking about not only the way out, far distant towns, but also 
every town in the Western Australian wheatbelt.  There is not a dollar to be made in providing electricity to those 
towns.  The only dollars to be made are in Perth and amongst some of the bigger industries in the south west.   

Western Australia is the only state that is not interconnected with the electricity systems of the rest of Australia.  
We cannot suddenly get extra power from over the border in a crisis, such as the crisis that occurred in February 
last year.  Western Australia will never be interconnected with the other states.  Why are electricity prices 
coming down in the eastern states?  The major reason is probably that New South Wales has excess capacity in 
power generation.  Every successive Labor and Liberal government in New South Wales built a new coal-fired 
power station.  New South Wales has capacity to burn.  It can generate extra power very easily.  We do not have 
that capacity.  We cannot rely on a neighbour across the border.  We do not have spare capacity.  We must build 
power stations.  We do not have reliability of supply.  We will always have to retain a reserve margin.  No-one 
makes money out of power plants that are rarely used.  Western Power has borne that cost.  Will the private 
sector do that?  I do not think so.  The private sector will not build spare capacity.  It will build capacity to 
produce electricity to sell to make a quid.  Why would it not?  That is what the private sector does.   
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All these complications are a feature of the system in Western Australia.  Another complication concerns fuel.  
Western Australia has a lot of gas but it comes from 1 500 kilometres away and down one pipeline.  We have a 
lot of coal but it is of poor quality and horrendously expensive when compared with the prices paid in other 
states.  We pay up to $65 a tonne for poorer quality Collie coal.  The quality of that coal is poor because of its 
thermal content.  The price paid by power stations in New South Wales and Victoria is $15 to $20 a tonne.  That 
is the single biggest reason that electricity prices historically have been higher in Western Australia than in the 
other states.  The coal contracts were entered into by Labor governments in the 1980s.   

If Western Power is split in four, the retail part will be separated from the generation process.  There will be four 
chief executive officers, four boards, four decision-making processes, four corporate offices and all the rest of it.  
It is obvious that that will not lead to better coordination in a narrow market like Western Australia.  I would 
leave retail and generation together, certainly for a number of years, because that would provide some reliability 
and certainty of supply.  When a crisis occurs - I do not wish that upon the minister, but it will happen because it 
happens to every Minister for Energy - whether it be weather-related or as a result of ineptitude or a technical 
failure, who will be blamed?  Will it be the guy in charge of retail for not selling the electricity?  He will say that 
it is not his problem, because generation did not provide the electricity.  Will the person in charge of generation 
be blamed?  He will say that extra capacity was not ordered.  Will the networks person be blamed?  That will be 
the reality.  That is what has happened in the other states.  Greater reliability of supply has not occurred in the 
other states, but things have settled down.  It takes time.  When California went down this path, there was chaos.  
The only winners were the nuclear power stations; they made a fortune.  When Victoria, Queensland and South 
Australia went down this path, they had all sorts of problems with reliability.  South Australia had a 25 per cent 
price rise to boot.  However, other factors were also involved in that.  The other states experienced horrendous 
price hikes in the short-term price of power.  The reliability issue is not obvious.  It seems self-evident to me that 
if one organisation underpins the system, the supply will be more reliable.   

Price is the next big issue.  Western Australian householders pay 12c per unit of electricity and small businesses 
pay 16c.  Larger businesses invariably have contracts and generally pay well below 16c, which is often neglected 
in any analysis of price differentials.  There is a cross subsidy from small businesses to householders.  The 
electricity that comes out of the mains is exactly the same, but small businesses pay 16c for it and householders 
pay 12c.  A good question is: what should happen to that cross subsidy?  I recognise that electricity prices in 
Western Australia are high; I have never denied that.  However, they are higher because of fundamental issues 
with the cost of producing and distributing electricity.  If those underlying costs decreased, the price of 
electricity could be reduced.  Competition can potentially play quite an important role in reducing prices, but it 
will not force the price below the cost of production.  To lower prices significantly, the cost of production must 
be lowered.  Let us look at the record.  The last time the price of electricity for business customers in Western 
Australia was increased was in 1992.  There were no price increases for 13 years.  Such a record could be 
claimed for very few consumer products.  The member for Leschenault spoke about a price cap for four years.  
Good luck to him; I agree with him.  However, businesses have had one for the past 13 years!  It has been the 
status quo.  Since 1992, the price of electricity for householders increased only once, which was an increase of 
3.75 per cent - the inflation rate - in 1997.  Prices have not increased for householders in 12 of the past 13 years.  
Surely the objective is to drive down prices, not to just leave them where they are.  We should not be talking just 
about a price cap.  If this is such good legislation - I hope it is - we should be delivering price cuts.  Otherwise, 
what are we doing this for?  It is interesting that in 2002, Western Power put to the government a plan to cut the 
price of electricity for 65 000 small businesses by 10 per cent.  This government, not this minister, refused to 
allow that to happen.  Why?  I can only assume that it did not suit its political argument.   

[Resolved, that the member’s time be extended.] 

Mr C.J. BARNETT:  For the past three years, small businesses have missed out on a 10 per cent price cut that 
should have been delivered to them.  Western Power had the capacity to do that.  Why did it have the capacity to 
do that and why has it been able to maintain the price paid by businesses for 13 years?  There was some 
competition from Alinta, but the real reason was that Western Power had made a number of real savings: it 
phased out underground mining; new power stations were built - Collie A and the more recent Cockburn project; 
and 1 000 employers who were excess to requirements within the generation arm, and some from the networks 
arm, were removed.  Some members, particularly country members, probably think that I, as the minister, was 
too hard and that maybe I took out too many.  The point I make is that cost savings were made, and that is how 
the price was frozen.  There is not a lot of fat left in Western Power.  Western Power just about benchmarks with 
world’s best practice for most utilities.  The big cost savings have been made.  Some more savings can be made, 
but most of the savings that could be made have been made.   
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I move on to power generation.  Western Australia ran out of electricity.  That was extraordinary.  Western 
Australia has one of the great energy resources of the Asia-Pacific region, yet it ran out of electricity on 18 
February last year.  Power stations are expensive to build.  They take a long time to construct.  Environmental 
approvals are required.  They are hard to finance.  The Collie A power station, which was commissioned in 
1999, cost about $700 million.  I do not know what Cockburn 1, which was recently commissioned, cost to 
build.  I imagine that it cost around $300 million for the combined cycle gas unit.  Power stations are expensive.  
Not many people have the wherewithal to build, fund or finance power stations, and certainly not in Western 
Australia.  Who are the big players in Western Australia?  Western Power and Alinta, which is doing some good 
co-generation work with Alcoa, are big players.  The big customers are Alcoa, mineral sands producers and a 
couple of the big goldminers.  There are no other big customers in Western Australia.  No firms will sign 25-year 
take-or-pay contracts.  That is why historically there has been a slow rate of private generation.  This 
government has not made a decision on new generation.  Two new power stations should be under construction 
because of the timelag involved in producing them.  We need 120 megawatts of power on average every year 
just to keep up, let alone to cater for real expansion.  I do not care what the proponents say; there would be no 
cheaper way to provide new coal-fired power generation in Western Australia than by putting the second unit on 
the Collie A station.  It was built with all the required infrastructure - that is, coal handling, emission stacks, the 
lot - to handle the second unit.  A greenfields project could not be built for a cheaper price than putting the 
second unit on Collie A.  I do not care whether that is publicly or privately funded.  It should be taken up one 
way or the other.  There would be no cheaper gas project than building Cockburn 2, and for the same reasons; 
that is, existing infrastructure and approvals could be used.  What this government did - perhaps not this Minister 
for Energy - was scandalous.  When I, as the minister, made the decision to build Cockburn 1 - which was built 
under Labor - there was a contract arrangement for low-price gas.  That contract option for Cockburn 2 lapsed in 
June this year.  So instead of getting gas for Cockburn 2 at what I imagine was around $2.30 a unit, the 
government will get gas for a price well above that, probably 50 per cent higher.  The failure to act on that option 
has probably cost this state tens, if not hundreds, of millions of dollars over the life of that project.  It is a wasted 
opportunity that can never be recovered. 

I have referred to coal contracts.  We need to build the low-cost, efficient power generation units Collie B and 
Cockburn 2 - coal and gas - and not have a silly debate about coal versus gas.  We must also reduce the price of 
those coal contracts or renegotiate them.  Successive governments, both Liberal and Labor, have made some 
progress, but the prices are still too high. 

The next issue I want to discuss is market structure.  There appears to be a view that we will get a lot of buyers 
and sellers of electricity in little old Western Australia.  It is not that sort of industry.  Anyone who wants to 
build a power station must have a big balance sheet.  Anyone who wants to finance it is talking about 25-year 
take-or-pay contracts.  Very few people can enter into that.  The banks will not fund power stations or pipelines 
until there is a locked-in customer; and it must be a credible organisation, such as a state government, a Western 
Power, maybe an Alinta, certainly an Alcoa or maybe a BHP Billiton or a North West Shelf company.  The 
number of credible organisations is limited.  It is a small number and there is certainly a small number of major 
customers. 

There appears to be a view that no-one can build private generation because of the so-called market power of 
Western Power.  During the eight years I was energy minister, 1 300 megawatts of new power generation was 
built in Western Australia, 1 000 of which was produced by the private sector.  The only public generation was 
the 300-megawatt Collie A power station.  Therefore, the mix was three to one private generation ahead of 
publicly funded generation.  Interestingly, of the 1 300 megawatts, 1 000 megawatts was natural gas - clean 
energy with half the emissions of coal.  A transformation took place in private generation with a switch from 
coal to gas.   

This bill breaks up Western Power; it does not do the same to Alinta.  I think we should be aiming for and can 
get a change in market structure.  However, Western Power is presented as if it is an absolute monopoly.  Has 
any member looked at the numbers?  Western Power has 53 per cent - just over half - of electricity sales in 
Western Australia.  Yes, the south west grid’s generation is close to 80 per cent, and I would like to see more 
private-sector generation there.  During my time as minister there was private sector generation on the grid - the 
mission power plant at Kwinana and the Worsley co-generation plant.  It can occur, but a government must help 
drive it. 

If I were the minister, I would hold Western Power at around its current size or maybe small growth.  Western 
Power has about 3 200 megawatts of generating capacity.  I would retain it as a retail and generation 
organisation and I would say to Western Power that it will not grow beyond 3 500 megawatts over the next 
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decade, and that the other growth, which would be at least 1 000 megawatts or more, will be private.  That 
would, with certainty, directly change the market structure.  Everyone would know where they stood and - as I 
was encouraging in the 1990s - that would take place.  Importantly, with retail and generation linked together, 
Western Power would have a customer base and a revenue flow to reinvest in generation.  The problem with 
Western Power’s 3 200 megawatts of coal generation is that at least a third of the plants are more than 30 years 
old.  Much of it is inefficient and it is certainly dirty in that it produces greenhouse gas and other emissions.  
How will that be replaced in a split of Western Power?  Why not use the cash flow of Western Power to contain 
its size overall, but allow it to modernise and reinvest; enter joint ventures if it wants to; redevelop Muja power 
station; build Collie B, possibly with private industry, if that is the way to go; and build Cockburn too?  I am 
talking about doing real, practical hands-on things to bring about change and improvement in the energy 
industry. 

Vertical integration is another issue.  There appears to be a preoccupation that vertical integration is somehow 
evil.  Almost every substantial business in Australia is vertically integrated.  Why?  It is because it works.  There 
might be a situation in which it is misused, and we must be careful about that.  That is why industries such as 
energy, transport and communications have regulatory regimes in the place of what had historically been 
government ownership.  Either way, the public interest and public protection is provided for in that way.  
However, this government, ironically, while it wants to split Western Power and describes vertical integration as 
some dreadful evil, actually gave a capital grant to Alinta and its partners to buy the Dampier to Bunbury natural 
gas pipeline.  It actually subsidised Alinta to become more vertically integrated.  That is crazy.  Government 
members need not take my word for it, as I am sure they will not.  However, I want to quote from what the new 
chief executive officer of Telstra, Solomon Trujillo, had to say about Telstra, as there is a debate about it.  I 
remind members that Western Power has sales revenues of $1.7 million; Telstra has sales revenues of 
$21 billion.  He said - 

I absolutely believe that structural separation is not good.  And there’s now case studies on multiple 
continents that shows when companies were forced into structural separations, that they tended not to 
work well.  They didn’t meet the desired objectives that everybody had. 

He goes on.  However, it is interesting that the commonwealth government, which argues for splitting 
organisations such as Western Power, will argue to not split Telstra.  It argues that for a lot of reasons, not the 
least of which is that it is the owner and it would incur a massive loss of value. 

Mr Acting Speaker, I wonder whether, as happened earlier, I could have a brief extension?  I think it is important 
that I finish my comments, and I do not have very much further to go. 

[Resolved, that the member’s time be extended.] 

Mr C.J. BARNETT:  I thank members.  I will not use all that time.  I just want to finish my comments. 

Another issue is the cost of the split.  This is not a costless process.  It is estimated that the full cost of physical 
separation is something like $153 million.  The published information refers to an 11 per cent real cut in 
electricity prices by 2010.  If that is all that happens, I have to say that will be a pathetic outcome.  If all we get is 
an 11 per cent real cut, it will not be a good outcome.  In fact, it would imply tariff increases in nominal terms 
between now and 2010. 

The environment is an issue that has not been mentioned in this debate so far.  An increasing number of people 
in the community want more wind power, more solar power, more choice and more application of renewable 
energy.  I agree.  Why would I not?  Everyone does.  However, let us look at the issue.  Under what has 
happened in this state, and principally during the 1990s, 54 per cent of total fuel use for power generation in 
Western Australia is based on natural gas; only 42 per cent is based on coal.  Western Australia has passed the 
halfway mark.  We are the only state in Australia that uses gas extensively for power generation; the other states 
probably use five to 10 per cent at most.  Therefore, on those grounds, Western Australia has the cleanest power 
generation system in this country.  Victoria has a particularly dirty power generation system.  Our gains have 
occurred through Western Power, Alinta and other private players.  However, there seems to be a view that the 
disaggregation of Western Power will suddenly result in a rush of new renewable energy projects.  I 
acknowledge that some renewable projects, be they individual or small groups of wind turbines, have found it 
difficult to get proper arrangements through the network system.  Another reason I support the separation of 
networks is so that they are at least given a fair go.  However, what are the big renewable projects in Western 
Australia?  It is interesting.  I suggest that we need substantial organisations to promote renewable energy on a 
large scale, as there is not a lot of money to be made out of renewable energy; it has a higher cost than either coal 
or gas generation.   
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The two large renewable projects in Western Australia that I was involved with as a minister were the hydro 
power project that was part of the Ord River scheme, and the Albany wind farm.  Prior to that was the Esperance 
wind farm.  Alinta is now building a new wind farm.  Those projects were all undertaken by major utilities.  
They are big projects.  Whether a project is fossil fuel-based or renewable, invariably we find that big companies 
are needed.  Under the power procurement process, two of the three proponents are coal-based.  We must assume 
that the power procurement process will be won by coal.  The gas proponent, to my understanding, does not have 
a particularly long track record in major gas power generation.  It is also my understanding that the gas 
proponent’s proposal is to build Cockburn 2.  Until recently, Western Power had an option of low-cost gas.  It is 
not obvious that we will get the sorts of outcomes that people might hope and wish for. 

The final point I make is that this is really microeconomic reform.  Anyone who has studied economics knows it 
is microeconomic reform.  In the context of Western Australia, it is very micro.  It is an issue, but it is a very 
small issue.  This is small picture stuff.  I agree with separating the networks; that will be beneficial.  The rest of 
it is naive; it is assuming there will be a large competitive market in Western Australia.  We are talking about the 
south west of Western Australia.  The real action in this state - the big picture - is, with due respect to members 
from the area, not in the south west.  The big picture is the goldfields, Pilbara and Kimberley.  That is where the 
natural resources are and that is where the future of Western Australia will be.  That is what we should be talking 
about.  Our energy system in this state will not be a traditional electricity grid; it will be a gas pipeline grid.  The 
goldfields gas pipeline, the Pilbara pipeline and the mid-west pipeline were all built during the time of the 
previous government.  This government should be pushing straight ahead with a pipeline to Albany through the 
south west.  It should then do a pipeline connection from Port Hedland to Broome.  That is the big picture; it will 
bring about value adding to resources and will develop Western Australia.  This bill is micro stuff.  Let us have 
some macro thinking about energy.  The term of reference for this is comparing Western Australia with the other 
states.  The publication issued by the Chamber of Commerce and Industry of Western Australia talks about 
Western Australia’s prices compared with those on the Sunshine Coast.  Really!  Let us get to some big picture 
stuff.  What matters in Western Australia is the cost of energy for major projects compared with alternative 
locations, such as South East Asia, Europe, North America and some developing nations.  That is where we will 
see the difference.   

We need to ensure that our great advantage of natural gas materialises into low world prices for energy on a big 
scale as a major competitive advantage.  For example, the problem I have with the Gorgon gas project is not that 
it is built on Barrow Island - it can do that well - but that the gas should be coming into the Western Australian 
market.  Why?  Because it adds to the supply of gas.  Given the Western Australian demand, there will always be 
a dual market.  There will be a world price for gas of $8 or $9 and a Western Australian price of $3.  That is 
what will attract major projects; that is what will make major value adding, mineral processing and agricultural 
processing viable in Western Australia.  We should be talking about some of the big picture issues, not the micro 
issues that this bill is essentially about.   

I reiterate: people may have a strange view of my role in all this.  I wanted to put the proper issues on the table 
and I have put them on the record in Parliament today.  I started energy reform, and pushed it aggressively, 
particularly natural gas.  I formed Alinta and I sold it.  I appointed the board and chairman; some of them are still 
there.  Some of them have short memories.  It is a great company.  It is not a minnow; Alinta has a capitalised 
value of $2.2 billion.  It has 80 000 Western Australian shareholders.  Wesfarmers is a potential big player.  
Perhaps the North West Shelf and Woodside will become players.  There are opportunities.  Let us do it in a way 
that makes sure that we do not put the community at risk.  Gradual, step-by-step change does not necessarily 
mean slow change.  It means secure, safe change.  Who will look after the pensioners and people in country 
towns and remote areas?  It is the 57 people in this chamber who have the responsibility of looking after their 
public interest.  Alinta does not need a hand; it will be fine; it will do well.  I am pleased about that.  We have a 
responsibility to think about the development of the state and a reliable essential service to everyone in Western 
Australia no matter what their income or standing. 

I support part of this bill; I strongly support the separation of the network system.  However, I believe it is a 
mistake of this government to separate retail from generation.  It is not necessary and I do not believe it will 
bring any gains.  It will certainly add to the risks and leave the state, in a public sense and as a business 
organisation, with a weak utility.  Western Australia will probably see a duopoly.  Alinta will be horizontally 
integrated into electricity and gas operating against the remnants of Western Power.  It can be argued very 
strongly that two strong competitive organisations - perhaps a third will come in - will provide a better result.  
The last thing we want is to have such a weakened Western Power that it cannot modernise its existing 
generation infrastructure, invest in new generation or compete effectively.  Having weakened economic players 
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in Western Australia is not good for the state.  We need strong companies, either private or public, to advance 
Western Australia. 

Finally, I have been asked by the media how I will vote on this bill.  I will place that and the reason on the public 
record.  As I said, I support the separation of the networks.  The separation of retail from generation is a mistake.  
It is a risk that the state should not take and does not need to take.  If there are any benefits, they will be quite 
small.  I have been a member of Parliament for 15 years.  I have been either the Leader or the Deputy Leader of 
the Liberal Party for 13 of those 15 years.  I have not agreed with every decision made by the party.  It certainly 
has not agreed with every decision I have made.  This is not a moral issue; it is not an ethical issue; it is not a 
conscience vote.  This is about electricity; that is all it is.  I do not agree with my party, but I will not vote against 
my party.  I accept the decision of my Liberal colleagues, although I do not agree with it.  I will vote with them, 
albeit reluctantly. 

MR B.J. GRYLLS (Merredin - Leader of the National Party) [5.17 pm]:  I will put forward the position of 
the National Party on the Electricity Corporations Bill 2005.  This bill marks an opportunity to cover some of the 
points raised by the member for Cottesloe.  Members will hear the National Party refer continuously to some of 
the same points during consideration of this bill.  We have a unique opportunity to future-proof some of the 
uneconomic regions of Western Australia that are not commercially viable for Western Power in its 
disaggregated form or a new player in the energy market to provide electricity to.  Future-proofing will be a very 
important part of the debate as it unfolds in the Parliament over the next few days.  The support of the National 
Party for the bill is contingent on the future-proofing by the Minister for Energy during the consideration in 
detail stage.  This is more important given that the Liberal Party has made it clear that its price-cap mechanism is 
an important amendment that it plans to move to the bill.  The minister has expressed a willingness in the public 
domain to support the amendment.  However, in the house today it has been made clear that the government will 
support the amendment.  It is possible that the government and opposition will support the bill in its current 
form. 

The National Party will move amendments.  The amendments are very important to its constituents and to all 
Western Australians.  I will take members through a history of the debate and some of the concerns held by the 
National Party.  The member for Cottesloe talked about the unviable areas that are just a few hours’ travel from 
the metropolitan area.  The provision of a reliable electricity supply in those areas is not something that can be 
taken for granted by people who live in those areas. 

I turn firstly to some of the comments made by the former Minister for Energy and the current minister.  My first 
quote is from the Treasurer’s 2004 budget speech.  He stated, in part - 

A major focus for investment will be the electricity system, because Western Australians are entitled to 
a safe, reliable and good quality electricity supply.  

Western Power’s capital works budget will increase $82 million - or 24 per cent - to a total of $419 
million next financial year, or $1.5 billion over four years.  Western Power will be retaining more of its 
profits to fund these expenditures. 

Capital and recurrent spending on the electricity network alone will amount to $1.8 billion over the next 
four years, an investment of historic proportions. 

That was from the 2004 budget speech.  In his 2005 budget speech, the Treasurer said -  

The Gallop Government will invest an additional $488 million on boosting reliability, safety and 
meeting increased demand over the next four years.  This will enable a 25 per cent improvement in 
network reliability. 

The current Minister for Energy, who joins us for the debate today, said in his second reading speech on the bill 
before the house -  

One key aim of the restructure reforms is to provide opportunity for private sector investment in 
generation plant in the SWIS.  This will free up government capital funding for upgrading the network 
to address reliability problems. 

I say to the minister that the National Party certainly hopes that that is correct.  Through the processes of this bill, 
we will seek a guarantee that that will occur in those areas of the south west interconnected system that do not 
have the commercial function to deliver dividends and returns to the corporations once they are in their broken-
up state.  We will seek cast-iron undertakings that the government will ensure that regional electricity customers 
serviced by the SWIS will not be forgotten or neglected under the electricity reform plans.  As a member who 
has been elected to this Parliament to serve a country constituency, I say that we should do nothing less than 
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ensure that the legislation before the Parliament today future-proofs those people who choose to live and invest 
in regional and rural Western Australia, and that this legislation sets up a mechanism that will allow them to rest 
easy and comfortably in the knowledge that once this issue disappears off the political agenda, as it will do when 
it has gone through both houses of Parliament and been enacted, there is a mechanism to allow for the upgrading 
of the system in the future. 

I turn quickly to an area about which the government is concerned; that is, the full sale of Telstra.  Members on 
the other side of the house have said that they are concerned about the future viability of regional areas and how 
their telecommunications networks will be upgraded once Telstra has been sold.  I do not believe the National 
Party’s concern about the Electricity Corporations Bill is any different from that.  To support this bill and to have 
our constituents recognise that we have represented them in this Parliament, they need to be assured and we need 
to be sure that in 10 years their electricity needs will continue to be serviced.  I say at the outset that the 
Nationals support the principle of the disaggregation of Western Power.  However, we can support that principle 
only if the future-proofing of the network takes place.  In my comments today those amendments will become 
clear, and members on both sides of the house will be able to consider them when we move into the 
consideration in detail stage.   

The National Party is concerned that a lot of this debate has focused on the price of electricity.  As the member 
for Cottesloe mentioned, the price of electricity has been very stable over the past 13 years.  I think that is what 
he said.  There was one price increase in 1997, I believe, and that is all.  The strong focus on price is of concern 
to the National Party, because in the constituencies that we represent price is very rarely raised.  The issues 
raised are the reliability of the network, the ability to extend that network and the fact that once people have gone 
through a 44 or 66-hour blackout, the last concern that they have is an increase of five or 10 per cent in the cost 
of their power bill.  I turn now to a comment made to me by a businessperson in Collie, which made it very clear 
that a 10 per cent reduction in his electricity bill for the year would save him $2 000 or $3 000, but if his work 
force of 30 people was off the job for a 12-hour shift, it would be a much greater cost to his business.  Although I 
recognise that the price of electricity is important to some of the top-end customers especially, and also to some 
pensioners and less fortunate members of the community, I make it clear on the record that that is not an issue 
raised with my National Party colleagues or me.  It is all about the reliability of the network, the ability for 
power to go down the line, the ability to keep the line standing and the ability to expand the system in the future. 

I am sure that every country member would say that he or she has been raising the issue of the ailing electricity 
network in regional Western Australia for a long time.  In this debate, the National Party can take some credit for 
forcing this issue into the public arena.  I turn back to the meeting that we held in Koorda in 2003.  In the space 
of a week in the middle of the school holidays, 250 people gathered in the Koorda sporting and recreation 
complex and very clearly outlined their absolute frustration with the network, with Western Power’s response to 
that network and with the government’s response to the concerns that were being raised in this Parliament.  We 
are happy to say that after that meeting, the Energy Safety directorate played a role in moving to address some of 
those concerns.  Following that meeting, we had a focus on six towns; namely, Koorda, Corrigin, Toodyay, 
York, Bremer Bay and Narembeen, in which immediate action was taken, on the advice of the Energy Safety 
directorate. 

The National Party did not stop there, though.  It is important to put on the record what we have achieved for our 
country constituents in the Western Power debate.  Throughout the last term of the Labor government, the 
National Party continued to put on the agenda the dilapidated state of the power system in the areas that we 
represent.  I turn now to the Treasurer’s initial response to those claims in the Parliament.  I will quote from 
Hansard of 18 March 2003.  The Treasurer and Minister for Energy said -  

There is no crisis in the quality and reliability of electricity supply in regional Western Australia . . . 
The Leader of the National Party - 

That is, the member for Avon - 

can dispute that, but based on data from the Electricity Supply Association of Australia, the overall 
reliability of power supplies in the south west interconnected system is better than the Australian 
average.  Reliability of the south west interconnected system is also significantly better than that in 
South Australia and Queensland . . .  

The trouble with the facts that the Minister for Energy was basing those statements on was that they did not 
recognise the specific problems in towns such as Toodyay, Koorda and Narembeen.  The electricity network as a 
whole might have been meeting better standards than those in Queensland and South Australia, but in specific 
areas of the SWIS, the situation was an absolute debacle.  People were suffering numerous and lengthy 
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blackouts, and it certainly did not come as music to their ears when the Treasurer all but dismissed those claims 
in the Parliament on 18 March.   

After the Treasurer made those comments, we began to see some action by the Labor government on the 
electricity network in Western Australia.  The issue continued to be raised.  People contacted both opposition 
and government members of Parliament, and we began to see outcomes.  The outcome of that Koorda meeting 
and the role of the Energy Safety directorate was that the government undertook to reinforce every steel pole on 
the Minnivale feeder.  The Energy Safety directorate undertook a major investigation reviewing 270 complaints 
about unsafe power and outages that lasted up to 80 hours in the wheatbelt.  The Director of Energy Safety found 
that a total of $49 million was needed to lift basic power supplies in Western Australia’s wheatbelt and southern 
region to the legally prescribed standards for safety and reliability.  That was quite a different story from that 
told by the Minister for Energy at the time. 

I will move now to deal with further energy programs that have been put in place.  In response to the call by the 
Energy Safety directorate, in May 2004 the Gallop government came up with the rural power improvement 
program.  That was a $48 million program to target some of the badly affected areas of the SWIS.  One of the 
workers in the Office of Energy said that the rural power improvement program was designed to address the 
worst of the worst, without any consideration given to how many people were on the affected lines, and there 
was no concern that the area affected might be sparsely populated.  The rural power improvement program is the 
basis of one of the amendments to be moved by the National Party.  It is important that the government support 
that program into the future to ensure that sparsely populated areas that are not commercial continue to receive a 
reliable power service.  

The money has started to roll out.  The amount regularly stated as being invested in Western Power is 
$2.23 billion.  Some programs have been specifically targeted towards addressing some of the issues in regional 
areas.  However, through its involvement in this debate, the National Party will be seeking to ensure that those 
types of programs continue long after this legislation is passed.  I believe that this bill will be supported by this 
house and, if that is the case, it could well be supported by the upper house.  It is important that the amendments 
we put forward are recognised by the Minister for Energy.  We want some understanding of how the minister 
believes that the problems in the south west interconnected system will be addressed not only next year or the 
year after, but also well into the next decade.   

The National Party is convinced that it made the correct decision when it decided not to support the original 
legislation when it came before Parliament in 2003.  We believe that the pressure applied on the government by 
the National and Liberal Parties has delivered the programs and the $2.23 billion worth of funding.  Without that 
pressure, the government may not have made that large investment.  Although the former Minister for Energy 
was disappointed that the 2003 legislation was not supported, there were good reasons that it was not supported.  
I spoke earlier about the former Minister for Energy dismissing the fact that there was a problem with regional 
power supplies.  The 2003 legislation provided no guarantees for regional customers.  All that was talked about 
during that debate was downward pressure on prices and competition.  The present Minister for Energy must 
understand that people in the regions want to ensure that they will not be forgotten in an increasingly competitive 
electricity market.  In 2003, Labor did not do enough groundwork to convince us or our constituents that 
electricity reform would deliver a better service.  The prospect of rapid change, coupled with the appalling 
service that other members have spoken about - I refer to customer service, such as the inability to get faults 
fixed and connections extended on the network - was not conducive to supporting the disaggregation of Western 
Power.  However, as I said, in the 2004 state budget $1.8 billion was allocated to capital and recurrent 
expenditure on the electricity network.  This year that figure has increased to $2.23 billion.  The Labor Party is 
starting to recognise that large amounts of capital expenditure must be spent on the system to ensure that all 
Western Australians enjoy a reliable power supply.  At this juncture of the debate, we believe that that 
expenditure must be considered in the out years and in more than one government’s term in office to ensure that 
country constituents are guaranteed an ongoing service.   

I will turn to what is happening in the system at the moment, because it is important to recognise that when 
members consider the amendments that will be moved by the National Party.  In broad terms, over 55 per cent of 
the money spent on maintenance in the network is directed to country areas.  Approximately 30 per cent of 
capital expenditure is directed to country areas of the SWIS.   

[Resolved, that the member’s time be extended.] 

Mr B.J. GRYLLS:  Fifty-five per cent of maintenance expenditure and 30 per cent of capital expenditure is 
spent in the country under current programs.  We are concerned with the 30 per cent capital expenditure figure in 
country regions because we have been informed that high-population growth areas and areas of fast-growing 
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economies and strong residential development will dominate capital expenditure.  That makes sense.  Obviously, 
the demands of developing towns in coastal areas and new subdivisions will require that the money be spent on 
those areas.  Our concern is: where does that leave the Lake Graces, the Corrigins, the Bruce Rocks and the 
Morawas in the future?  If the process of the networks corporation is to consider areas with fast-growing 
economies and strong residential development, areas of the SWIS that do not have those aspects will require a 
mechanism to ensure that the networks corporation upgrades the network, expands the system and provides a 
reasonable price for hooking up to a new connection.  We remain concerned that the fast-growing areas will 
drain resources from the new networks corporation to the detriment of the areas I previously mentioned.  If we 
consider the budget that was released last month and the proposed capital expenditure in the forward estimates 
for SWIS, the distribution network outside the metropolitan area is approximately one-third of the expenditure in 
the metropolitan area.  Already the expenditure has been directed towards the faster growing areas to the 
detriment of the areas that have real need and no fast capital growth.  I hope I am making it very clear that the 
National Party is concerned that into the future the networks corporation, which is of most interest to us, will 
continue to direct its capital and maintenance expenditure on those fast-growing areas of the SWIS, rather than 
on all areas of the SWIS.   

I will foreshadow the National Party’s amendments, which will appear on the notice paper by the end the day.  
The first amendment that the Nationals will move will provide for the Electricity Networks Corporation to spend 
at least 50 per cent of the annual cost of managing, planning, developing, expanding, enhancing and reinforcing 
the transmission and distribution systems in regional districts.  Of the capital and maintenance expenditure of the 
networks corporation, we want 50 per cent to be spent in the country and 50 per cent in the metropolitan area.  
The second amendment will ensure that the rural power improvement program, which has been allocated 
$48 million over four years, will continue into the out years and that it will continue to receive a budget 
allocation to reflect the fact that there are many areas that simply will not gain the attention of the networks 
corporation due to the fact that they are sparsely populated, that few people are on the line and that the need for a 
large amount of energy does not exist.  Nevertheless, all Western Australians deserve to access a reliable 
electricity supply.  That must be mandated in this legislation.  The National Party will move those amendments 
and it will seek the advice of the Minister for Energy about whether they will be supported.  We will also call on 
our Liberal Party colleagues for support, as many of them represent country constituencies that have areas of 
small populations.  Given the way this debate is shaping up, it is important that there be recognition of that on 
both sides of the house.  We must get this right for those Western Australians who live in remote and regional 
areas.  

I move now to the network reliability and quality supply code.  I understand that the access code for new 
networks will be the primary tool for driving improvements to services operated by the networks corporation.  
We are encouraged by the fact that the code will be independently administered by the Economic Regulation 
Authority.  It is my understanding that the Energy Safety Directorate will move in under the auspices of the 
Economic Regulation Authority.  The National Party is happy to use the Energy Safety Directorate in its 
arguments in Parliament.  We hope that the Economic Regulation Authority will still be there to take on the 
types of arguments we put forward.  

We would appreciate from the minister more detail on the planned regional stakeholders’ briefings and the 
presentation process on the development of the reliability and quality code.  We are concerned about who will be 
invited to participate in the briefings, given that the code is being developed specifically to provide certainty of 
reliability and quality of supply for small customers.  We want to ensure that those small customers have some 
part to play in developing that reliability and quality code.   

I refer now to expenditure in the regions.  As I previously outlined, concern is expressed that no mechanism in 
the legislation compels the network operation to direct expenditure into the regional areas of the south west 
interconnected system.  The network focuses on fast-growing areas with strong residential development, and 
high-population growth areas will continue to dominate capital expenditure unless action is taken in the 
legislation to ensure that other areas are also supported.  The National Party welcomes programs such as the 
network black spot program at Western Power that targets the worst 10 feeders in country and metropolitan 
areas.  Such programs also ensure that areas requiring upgrades continue to receive financial support. 

I move now to the cost of connections, which, obviously, is a very important area to the Nationals.  I give an 
example from an area that my National colleagues represent.  I refer to Mr Liebeck, the owner of the Wood 
Smoke Estate in Pemberton.  Mr Liebeck had plans to open a microbrewery, and the doors would have opened a 
couple of weeks ago if the development had remained on track.  He paid $20 000 for a 50-kilovolt-ampere 
supply, and the payment was made up front.  A new business was to be established.  The payment was made in 
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September 2004, yet power was not delivered to the site until January 2005.  During the nearly four-month lead 
time between the company paying the $20 000 set-up cost and the delivery of power, a mix-up occurred with a 
meter installation.  Also, Western Power neglected to tell Mr Liebeck that the 50 kVA supply had been 
connected.  In fact, he found out when the Sunday Times ran a story highlighting the issue.  Mr Liebeck would 
have preferred to have had a three-phase supply to his microbrewery, but, at a cost of $60 000 or $80 000, Mr 
Liebeck baulked and went for the $15 000 inverter, and also paid $3 000 or $4 000 for an electrician to connect 
the inverter into his system.  Any Parliament that seeks to decentralise Western Australia must promote 
innovation and new business in the regions.  Business is certainly not encouraged if it must pay $20 000 up front 
to hook onto a power supply.  Such a business operator must also pay for power once his business begins.  The 
National Party is concerned that up-front establishing costs are hindering businesses to the extent that operators 
are walking away.  Innovative plans and new businesses that could be set up in regional Western Australia are 
hindered by up-front costs.   

We call on the minister to put in place a program that is not new to regional Western Australia; namely, the 
contribution scheme, which is how most people who live in the regions have hooked up to power over the years.  
We made a contribution over many years on our first farm to ensure that the power line went to the farm out the 
back of Kondinin.  As more players came into the area and also wanted to hook onto the scheme, a rebate was 
given back to our farm to ensure everybody made a fair contribution to that power delivery. 

Mr T.R. Sprigg:  You had luxury - I had to start the lighting plant! 

Mr B.J. GRYLLS:  We did that for many years.  Many people in the country realise that maintaining a strong 
marriage involves moving away from the lighting plant and hooking onto the power supply; that is very 
important!   
If it had been possible to pay back the connection costs over time, Mr Liebeck may have been able to install a 
three-phase connection.  If that had been the case, it would also have provided an incentive for others in the area 
to use the three-phase line to build a business.  It is a classic case of the chicken and the egg: the up-front costs 
prevent the provision of infrastructure, even though private enterprise may be willing to contribute to that 
infrastructure.  We look forward to hearing how the minister will address that issue to ensure that connection 
costs do not make it impossible for business to operate. 

I provide one more example, which is better than Mr Liebeck’s case.  I refer to a farmer in Moorine Rock who 
farmed a property for many years while not living on the property.  He connected to power for the first time last 
year.  He was previously a shearer who had always loved the land and wanted to become a farmer.  He paid 
$75 000 to hook power onto his property.  It was a lump sum, up-front payment, as no program allowed him to 
pay it off over time.  Other farmers in the area who may install pumps etc by hooking onto this system are not 
compelled to assist this gentleman to meet those costs.  That is unacceptable.  I hope the minister can address 
that matter.   

In conclusion, we ask the minister to clearly outline the mechanism that will provide the guarantee on services 
and supply, and to ensure that Western Power and any other electricity providers will meet regulatory benchmark 
standards for electricity reliability and quality.  Customers in the regions want to know this information: they 
will watch the passage of the legislation closely.  It would be pointless for the minister to respond to the second 
reading debate by attempting to placate us, once again, with generic figures on north country, south country or 
the goldfields, or the theory about how competition will affect prices.  How will areas for which an electricity 
supply is not commercially viable be assured into the future of a maintained supply?  The National Party has 
clearly looked forward to this debate, as it provides the opportunity to enshrine in legislation the future proofing 
of the system.  Future proofing is a phrase members will hear constantly from the National Party as it best 
describes the legislation.  The Parliament is looking at making the largest changes to the Western Australian 
electricity supply since the south west interconnected system first came on line.  We have an opportunity, 
requiring the support of the minister and the Liberal Party, to future proof those networks.  We look forward to 
playing our part in this debate.  The legislation will be supported only if my colleagues and I can be assured, so 
we can assure our constituents in those areas, that supplies of electricity in regional areas today and into the 
future will be guaranteed. 

DR S.C. THOMAS (Capel) [5.47 pm]:  I will try to buck the trend and not ask for an extension of time.  The 
minister looks as though he is waiting for the dinner break so he can be reinvigorated.  I want a couple of quick 
matters addressed.   

It would be fairly easy for backbenchers to become a little confused by this process.  It is difficult to get 
sufficient information to know exactly what the end result of this legislation will be.  That is my first point.  I 
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hope the minister might address some very basic questions.  I do not have a huge problem with much of this bill, 
particularly in the separation of the generation and retail sectors.  It is said that many people have problems with 
separating the two areas.  Like many members who represent rural constituencies, the network operation causes 
me greatest concern.  It is obvious for the most part that electricity generation is a money-making venture.  That 
can be seen when generation is put out to tender as people want to be actively involved in the industry.  I do not 
have a huge problem with the fact that, in the long term, private generation will be the way of the future in 
providing a good and reliable supply.  I commend the minister for his work in going down this track. 
No doubt, there will always be consumers, and the retailer sector will always have a market.  I am sure profits 
will be involved in that process.  I do not have a huge concern with that either.  My concern is based on the 
distribution system.  I attended a briefing with the Chamber of Minerals and Energy and a number of other 
people who were actively pushing for this change.  I refer also to a one-on-one briefing before the legislation 
was introduced.  As I understand it, regional power generation in effect operates as an individual entity now; 
therefore, effectively, no change will be made in that area.  In the meantime, large parts of the powerline 
infrastructure have struggled.  Over time, and not at the hands of this minister, this infrastructure has disappeared 
and been downgraded to the extent of reaching emergency status.  I understand something like $1.2 billion has 
been taken out of Western Power in the form of government dividends over the past 10 years.  I would suggest 
that $1.2 billion invested in infrastructure might have prevented the emergencies we have seen over the past 
couple of years.  There is no doubt that infrastructure maintenance is a problem.  Western Australia has 
something like 800 000 power poles, a number of which are ready to fall over.  The minister faces an enormous 
task in replacing what is there at the moment.   
The problem we have is a lack of information.  Although we have some information, we would like to know 
specifically how much of the promised $2.3 billion will go into networks.  That will give us some sense of what 
the operating capital will be.  It would obviously be of benefit to members of Parliament, such as me, who 
represent rural constituencies, if we are able to say that at least in the south west a certain amount will be spent 
on required infrastructure over the next four to 10 years.  We do not have that information.  I am sure that, 
ideally, members on the minister’s side of the house would also like to be able to say how much money will be 
spent on addressing the problems with infrastructure and distribution. 
It has been said in a number of briefings that the two aspects that are required are low price and reliability.  I 
would say that access is also important.  It tends to be forgotten in the debate.  When representatives of the 
Chamber of Commerce and Industry of Western Australia spoke to members of the Liberal Party, they did not 
speak about access.  They spoke about price and reliability, but, as a rural member of Parliament, the most 
common complaint that comes across my desk is that of access.  We need some breakdowns of what will be 
provided for infrastructure to allow access and what will be provided to upgrade the current situation.  Some of 
the information was given during the estimates committee hearing, but the information is not broken down to the 
point at which we can look at it and say what will happen in the south west region, for example.  There is not 
that degree of information that would assist us in making decisions.  It is probably unrealistic to expect the 
information to be broken down by electorate, but it would make it much easier if the minister could break down 
the information by region so that we can pass the information on to the people of our electorates.  Of course, 
people will ask how we voted on the electricity reform legislation.  We might say that we voted in favour of it.  
People will ask how it will impact on their area and the powerlines that go through their area.  Unfortunately, we 
will not know the answer.  Therefore, access will be of considerable importance.   
The National Party has some amendments.  It will be looking at $50 million here and bits and pieces there.  
Unfortunately, it will be difficult to support amendments made on such an ad hoc basis.  The minister is 
committing to expenditure across the state.  We need to hold him soundly to that, not ask for $50 million here 
and $50 million there.  From my reading of the budget estimates, it looks as though profits will be something 
between $250 million and $380 million, depending on which way profits go.  We do not know which 
corporation will generate the profits.  It would be interesting to know, for example, how the Electricity Networks 
Corporation will generate its profits.  Will it be charging per kilowatt per hour per kilometre?  Is there a distance 
factor involved?  That sort of information would be useful.  However, it looks as though there will be 
$250 million to $380 million in profits.  There is the propensity for making a large investment in the networks.   
This comment is not aimed at the minister, who has just taken over the portfolio.  Western Power is an entity that 
has produced a dividend for the government.  It has always been a money-making exercise.  Western Power has 
not reinvested in itself.  It seems a basic business principle that the first thing to do in a money-making exercise 
is to look after the base that makes the money.  I do not think that Western Power has been doing that.  It has not 
taken its profits and reinvested sufficiently in its infrastructure to ensure that it will continue making a profit.  I 
do not think that it has done that for many years.  I believe that the money has been taken out and that Western 
Power has been used as a cash-generating entity for the government.  The member for Cottesloe referred to it as 
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growing the business.  An average of $120 million has been taken out each year for the past decade, which 
money has not been reinvested in Western Power infrastructure.  I suggest that $1.2 billion reinvested over 10 
years would have paid for itself.  There is the wherewithal to continue the expansion of the business.   

I believe that much of what is proposed in the bill is good.  All I am looking for in an answer from the minister is 
some information on some of the workings.  I would like that so that we have the ability to go back to an 
electorate, or at least a region, and say that although there have been problems in the past, the basis of the bill is 
that circumstances will be no worse than beforehand.  However, as it was before is inadequate and it needs to be 
improved.  What point will it be improved to?  How will it function?  It is difficult to support a bill when we are 
being asked to take most of the outcomes on trust.  We are being asked to trust the government that the price of 
electricity will go down, but we are not being given the reasons.  We are being asked to take on trust that the 
networks component will have sufficient funds to not only renew what it has but also expand.  It is very difficult 
to take that on trust.  It becomes, as it were, bypass trust, because the electors put their trust in us and we have to 
tell them that we put our trust in the government to carry out its obligations.  I am looking for a reason to support 
this bill in its entirety without changing it.  The bill contains very good provisions, but I am looking for some 
information so that I can say that what is required in the south west, for example, will actually be delivered.  
That information has not come forward in briefings.  I hope that the minister will be able to deliver a lot of that 
information, so that we can say we voted in favour of the bill because the minister gave us information that the 
network with 800 000 power poles will not only survive but grow.   

I would like to reinforce the issue of access.  Many places in the south west would grow.  The south west is not 
an uneconomic region but a growth area.  Its industries are growing.  For example, the Capel light industrial area 
would grow with a little more power and infrastructure.  More people from the surrounding area would be 
employed.  It would be a money-making venture for Western Power or the relevant corporation following this 
legislation.  At what cost would it be?  Where will the investment of the government be made?  Will it be in a 
place like the Capel light industrial area, the Donnybrook light industrial area or the Bunbury industrial area?  
We need some information about what will happen with headworks charges and fees and various headworks 
subsidies that are available and presumably will still be available through Western Power.  What will happen 
with those headworks fees?  What will be the direct impact upon those areas?  If this legislation delivers power 
and energy at the same price or perhaps cheaper, that is great, but for most of the area, which is not a massive 
user of power, cost is the third consideration.  We could say that reliability is right up there, but access is 
probably the number one consideration.  With that access the rest will now follow.  Access is absolutely vital.  
We tend to lose sight of that fact.  We talk about the price of power coming down one or two per cent, but for a 
smaller business that is not a massive saving.  This legislation would be great for a big user of power.  A coal 
mining company or a mineral sands company in the seat of Capel, for example, will be much better off under 
this legislation because the price of power will come down for a number of reasons.  The first will be 
competitive generation and the second will be competitive retail operations, both of which are good things.  The 
difficulty might be a network problem.  For a company that is using $200 000 of power every year, Western 
Power can afford to run a $500 000 powerline, but for a company that is running a dairy farm in the same area, it 
would not be worth it. 

Sitting suspended from 6.00 to 7.00 pm 

Dr S.C. THOMAS:  I have gone through a lot of the detail.  The questions that face all members of Parliament 
are: who will benefit from this bill; by how much will they benefit from the proposed changes; and what 
safeguards will be put in place to ensure that those who will not necessarily benefit from the changes will be no 
worse off?  We cannot say that we are making changes to a great and excellently functioning Western Power that 
will potentially make it far worse.  We have to be realistic.  There is probably a fair chance that Western Power 
could not be made much worse than it is.  I have faith that the minister is going about this process with the good 
intention of making Western Power better.  However, the question in my mind is whether we are sure that 
everyone will benefit from these changes, or at least be no worse off.  That is the question that all new members 
of Parliament face in this debate.   

It is easy for me to be very positive about the bill and its effect on the mineral sands mining industry in my area 
and other big users of power.  I have complete confidence that the minister will provide a good generation unit.  
There must also be a good retail unit.  Basically, it does not matter who runs the retail unit, because it will make 
money.  However, there could be problems with what remains; that is, the networks system.  A mineral sands 
mine that has a turnover of $10 million or $15 million a year will have the wherewithal to fund a dedicated 
powerline if it experiences reliability problems.  In the end, such companies have the backup of economies of 
scale, which means that they are effectively immune from the potential negatives that this legislation could 
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create.  Those people are naturally in favour of the bill.  There are a lot of mineral sands mines in my electorate; 
they are the biggest employers in the seat of Capel.  Those companies are deadset in favour of the bill.  I do not 
blame them for that.   

The reassurance I seek from the minister is not for a mineral sands mine that must run a dedicated line because it 
cannot get reliable electricity, but for owners of dairy farms who cannot get reliable electricity and are at the end 
of a line.  What guarantee is there that those people will be able to continue their businesses?  That is the sort of 
information that has not been included in the bill.  I am seeking an indication from the minister that people will 
be able to continue their businesses.  I would hate it to be said that I supported this bill to the detriment of small 
users of electricity.  I do not think that people in major centres or towns will be any worse off.  I am sure that 
constituents in city electorates, such as those of the minister, will generally be no worse off as a result of this 
legislation. However, I am concerned about users in regional areas who do not use $100 000 of electricity a year 
but use only $8 000 a year.  They are in a vulnerable position.  Making the networks unit independent will put it 
in a dangerous position.  It may reach the stage at which it must charge a sufficient amount to regenerate itself, 
which will mean that its charges will be very high, or it may need to be given some sort of subsidy.  I hate to use 
barnyard terminology, but we are being asked to buy a pig in a poke; that is, to accept this bill without 
necessarily being given the information that could allay our fears about causing negative effects if we move 
forward.  The minister may be unable to provide that information, in which case he is taking a gamble.  The 
worry is that if he is taking a gamble, we are taking a gamble on him, and the electors are taking a gamble on us.  
That is a dangerous way to move forward.   

DR G.G. JACOBS (Roe) [7.05 pm]:  I will comment from a regional perspective.  I will outline the problems 
with power delivery in my region, which is a significant area in the south east of Western Australia.  My area is 
covered by the non-interconnected grid, which is separate from the south west interconnected system, and in fact 
has a stand-alone gas turbine generator, which is very new technology.  I will describe some of the problems that 
the region has experienced.  I will also talk about the prospect of ongoing attention being paid to those problems 
and about some of the misgivings and suspicions I have about the ability to overcome the significant problems, 
particularly with the network.  The private generator is twenty-first century technology.  It has attempted to 
interface with a very old transmission network that has many deficiencies, which are as much due to its age as 
anything else.  There have also been significant equipment failures in the transmission system.   

As a new local member, I conducted my own little survey about some of the electricity delivery issues.  It was 
not very hard.  I am sure that a statistical purist would pick holes in this survey, but it highlights some of the 
concerns and problems of my constituents.  I received 150 responses by fax to a survey of frequent outages of 
power from this network.  Of those 150 complainants, 40 recorded between one and 15 outages a year, 75 
complained of 15 to 30 outages a year, and 35 consumers complained that they had experienced more than 30 
outages a year.  When asked about electricity faults, 274 people responded.  Of those, 45 had experienced pole 
fires on their properties and 22 complained that clashing wires had produced significant sparking, which some 
had seen.  Of the respondents, 110 complained of power surges and 70 of equipment damage; that is, the motor 
on their freezer blew up, or the computer would not function.  There were a variety of stories about equipment 
failure and equipment damage.  Two fires in December, in Myrup and Dalyup, were produced by wires clashing 
and producing sparks, then falling to the ground and setting off fires.  A Myrup landowner had his farm burnt, 
losing his hayshed and much pasture, as well as fencing. A farmer in Dalyup also lost over 200 hectares of land 
and a significant amount of fencing because of the clashing of wires, due, I suggest, to sagging wires and very 
long spans between the poles.  Some other issues came up at the same meeting at which this questionnaire was 
distributed.  They included lack of off-peak rates for the local bakery shop; the difficulties, as the member for 
Capel was suggesting, of accessibility; the cost of connections; the lack of an identifiable shopfront for Western 
Power in this very large region; and the difficulties of reporting faults to a faceless and often irrelevant centre 
which had no idea of the problems in the local region.  Inquiries into some of the fires that occurred around 
Esperance in December revealed concerns about the untimely nature of investigations by the Energy Safety 
Directorate.  These took over six months, and it took a phone call from me to find out the results.  The 
investigation results were supposed to have been publicised and in the public domain, but they are on a site that I 
could not access.  There is very little in the way of an action plan following the investigations, and the question 
remains of whether Dracula is in charge of the blood bank.  

The prospect of attention concerns me.  I hope that I can be reassured that these significant equipment failures 
and deficiencies will be addressed by this new electricity legislation.  What is needed in the non-connected grid 
in my area, supplying 15 000 people over 3 000 kilometres of transmission line?  It is very important that we get 
two reactors in the lines to stop the surges coming back and impacting on the generation units.  It is very 
important that we continue with steel pole replacement, and that we have underground wires for new 
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connections.  Is important that we have dust-resistant insulators to overcome the problems of pole fires during 
summer, and spacers on the wires to stop them clashing and producing fires.  It is important that some areas be 
bird-proofed to prevent clashing wires and pasture fires.  It is important that there be a public shopfront for 
Western Power in this isolated non-interconnected grid.  It is important to build new offices and a workshop, and 
to get rid of the old asbestos cladding.  What is the prospect of continued attention under this new legislation?  
Will we be forgotten, or are there funding requirements in the new system to deal with these major deficiencies 
in our network?  We are not on the south west interconnected system, or the north west interconnected system, 
so will we be forgotten?  There are some serious deficiencies in quality assurance in our network.   

At a briefing for the Liberal Party recently, assurances were given that this network would not be forgotten.  We 
could be reassured that the Economic Regulation Authority would make sure that this network comes up to 
standard, and that the task of achieving those standards would be appropriately funded.  There would be some 
tariff cross-subsidisation to fund that, and there would be transparencies in the system.  Our network would now 
be stand-alone, and would be under severe scrutiny.  I am not necessarily convinced by all these assurances.  In 
Western Power, regional electricity has already been functionally disaggregated.  What will be different under 
this new legislation?  I suggest that there has to date been no will to maintain regional network funding.  There 
has been significant scalping of funds needed for network upgrades and maintenance, and that is why we are in 
the situation we now find ourselves in, with significant network deficiencies, the consequences of which I have 
just elucidated to members.  I am sure that the member for Avon can talk about the deficiencies in his area, as we 
have heard from the members for Merredin and Capel.  We will possibly hear later from the member for Moore 
about significant problems. 

The system in my area has the southern and eastern networks coming off one common line from the generator.  
They do not have separate lines of origin, so if there is a fault on the northern line - the southern line would be a 
bit wet!  I was referring to the northern line.  Members on this side were obviously not listening, otherwise they 
would have picked me up on that.  A related power issue on the northern line will, in fact, disengage the other 
line and the generation.  To have separate origins of line will require an investment of $400 000.  Will we see 
that happen?  Will a process be sped up to provide lines for reactors to stop the surge coming back to the 
generator and to protect the power surges impacting on the generators?  I have had some reassurance from the 
public forum.  I commend Western Power for the work it has done in reassuring us on some of those issues at 
this time.  Will the pole replacement program continue?  Will wide-span crossbars be introduced to keep the 
wires apart and prevent them from clashing?  I am suspicious of a fix for regional networks.  There was no will, 
and I suggest there was probably no political will, for upgrading what was in any case a disaggregated regional 
power service.  I therefore have some misgivings that the disaggregation of Western Power will fix all our 
problems.  I understand that the government is trying to deliver electricity, which is a non-storable commodity, 
to a very sparse region of Western Australia that often has very few consumers.  However, that is the state 
government’s core business and it should not shirk from it.   

What my constituents want - not what I want - and what the consumers want is a coordinated fault-reporting 
service.  My constituents have no shopfront, no local face and no relevant reporting system.  The information 
reporting system is faceless, does not work and is irrelevant to them.  Essentially, issues in Karratha do not 
impact on a non-isolated group in the Esperance region.  My call and demand is for serious, valid and relevant 
attention to our transmission system.  We need funds, not only a $100 million allocation for capital works, as the 
member for Merredin suggested, but also a significant maintenance allocation to the system.  We want directions 
and positive, transparent standards from the Economic Regulation Authority that must be met with the relevant 
funding.  I have some misgivings about the implied cross-subsidisation to help the non-integrated connected 
grid.  Will south west interconnected system consumers pay for my region’s system?  Will the political will for 
this be an ERA directive?  Disaggregation is not a panacea for all these deficiencies, but, with a political will and 
a business will, these deficiencies can be attended to.   

I will support this bill with reservation and, as I think the member for Capel said, for the only reason that this 
delivery system cannot get any worse and anything will be better for it.  We have nothing to lose.  This 
legislation may go through the house as a done deal.  Everybody who was at the briefing - all the public players 
anyway - thought it was a great idea and the best thing since sliced bread; however, I believe the system still 
must prove that it can perform.  I concede and understand the difficulties of delivering a non-storable resource to 
a relatively low number of consumers widely scattered throughout Western Australia.  The bill, therefore, has 
my guarded support.  The government can be assured that my constituents will be watching to make sure that it 
does deliver, because if it does not, they will impose the wrath they incur on me and I will impose it on this 
place.  I therefore support the legislation with the will of the ERA, with the cross-subsidisation issues and, above 
all, with some accountability from the government to deliver electricity to people who pay their taxes and who 
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contribute significantly to the gross state product of this great state.  Therefore, with reservations, I commend the 
bill to the house and will be watching this space.   

DR J.M. WOOLLARD (Alfred Cove) [7.25 pm]:  I will not be supporting this legislation, for the same reasons 
I did not support it two years ago.  Two years ago I supported a motion that was moved by the member for 
Darling Range as follows - 

That the Electricity Corporations Bill 2003 be referred to the Economics and Industry Standing 
Committee for the purpose of - 

(a) considering to what extent the Bill is likely to achieve the objective of reducing electricity 
costs in Western Australia; 

That question was asked in 2003 and I do not think it has been answered.  Certainly it has not been answered to 
date.  The member said that the Liberal Party had managed to get a guarantee from the government that a cap 
would be put on prices for four years.   

Mr M.J. Birney:  We had to drag them kicking and screaming but we got it. 

Dr J.M. WOOLLARD:  I say to the Leader of the Opposition that the member for Leschenault also said that he 
felt quite confident that, in the separation of retail, generation and network of power, the legislation would come 
back into the Parliament for review in seven years.  It would be a bit more realistic if there was a cap on prices 
for seven years. 

Mr M.J. Birney:  What is the point you are trying to make? 

Dr J.M. WOOLLARD:  The point I am trying to make is that the big players in this game, big business, will be 
quite happy - 

Mr M.J. Birney:  So will small business. 

Dr J.M. WOOLLARD:  No, big business will be happy to have a cap on prices for four years knowing that it 
will take four years anyway to build the power stations.  There will not be that much of a difference over the next 
four years; therefore, four years does not give much of a guarantee to the community that prices will be capped.   
Mr M.J. Birney:  It is a four-year guarantee. 

Dr J.M. WOOLLARD:  We know that prices have not increased very much in the past 10 or 15 years, so why 
would they suddenly increase now? 

Mr M.J. Birney:  I can tell you the rationale behind it.  Even though the opposition is of the view that the extra 
competition in the marketplace will lead to downward pressure on prices, the most volatile period is when the 
system actually undergoes disaggregation.  South Australia, for instance, got it wrong.  I am pleased to say that 
we are not doing the same things that the government did in South Australia.  The government there got it 
wrong, and during the period of disaggregation there was a price increase.  We are saying that, during this 
volatile period over the next four years, we want an absolute guarantee that prices will not rise for small business 
and/or householders; and we have that guarantee.  That is a wonderful thing. 

Dr J.M. WOOLLARD:  I am pleased that the Leader of the Opposition regards it as a great thing.  Personally, I 
think there is still a question there.  To me this looks worse than privatisation.  At least with privatisation the 
community would get something back; whereas this is just handing over a government service that has been built 
up with government funds over many years, and we are not even getting a return for it, as we would with 
privatisation.  We are just basically handing it over to big business.  To me, that is certainly not a good selling 
point.  I do not see how members can go back to their community and say that they are doing a good thing by 
supporting this bill.   

After structural changes were made in California the electricity supply increased by $US9 billion within 12 
months.  In Britain, there was a 26 per cent increase. 

Mr M.J. Birney: It was $US9 billion for what?   

Dr J.M. WOOLLARD:  It has been estimated that the exercise of market power in California raised the cost of 
the electricity supply by almost $US9 billion between May 2000 and April 2001 as a result of restructuring.   

Mr M.J. Birney:  You said it was $US9 billion - do you have it upside down?   

Dr J.M. WOOLLARD:  I can give the document to which I am referring to the Leader of the Opposition to 
read, if he would like.   
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In the British market there was a 26 per cent increase and in Pennsylvania a 41 per cent increase because of 
restructuring.  My understanding, reading between the lines, is that when generation is handed over to big 
business, it has control over the supply.  As a result, it can increase the prices when it suits it, at the expense of 
the average person in the community.  I do not oppose more competitors being in the market.  I have listened to 
what members have had to say in this house and I am concerned that the power supply needs of the community 
will not be addressed by this bill.  There is no guarantee that in three, four, six or seven years electricity prices 
will not increase.  Some people will be able to negotiate a price with the new suppliers.  For example, big 
businesses and some of the supermarket chains will be able to negotiate a fair price.  However, the average 
person on the street, including the pensioner or the disabled person, will not be able to negotiate a price.   

Some people could be affected by price increases and that is the reason I supported the motion that the 
Electricity Corporations Bill 2003 be referred to the Economics and Industry Standing Committee.  I have 
listened to what members have said today; that is, that basically the government is asking them to trust it.  If 
down the track electricity prices increase, what will members say to their communities?  What will the member 
for Warren-Blackwood say to his community if electricity prices increase in remote and rural areas?   

Mr M.J. Birney:  What should he be saying now, given that Western Power Corporation is a basket case?   

Dr J.M. WOOLLARD:  Three years ago the member for Darling Range, on behalf of the Liberal Party, moved 
to refer the 2003 bill to a select committee so it could be fully investigated.  The implications that that bill would 
have had on the community could then have been brought back to this house for its consideration.  I supported 
that motion, as well as the comments that were made by the member for Warren-Blackwood and other members 
in this house who said that they needed to have all the facts and figures relating to the 2003 bill on the table.  
Those facts and figures were never put on the table.   

The motion to refer the 2003 bill to a select committee also included - 

 (b) considering whether the Bill will impact on the reliability and security of electricity supplies in 
Western Australia;   

What has this debate been about?  It has been about reliability and security of electricity supplies.  It is now two 
years down the track since a motion, which I supported, was put up by the Liberal Party to refer the 2003 bill to a 
select committee and we still do not have the answers.  We do not know what impact this bill will have on 
reliability and security of electricity supplies.  Members have been asking the minister for guarantees because 
they have to take his answers back to their electorates.   

Another paragraph of the motion for referral of the 2003 bill to a select committee is as follows - 

 (c) considering to what extent the Bill will achieve the objective of encouraging investment in 
new generation capacity, including renewable generation capacity; 

Maybe I was not in the house when that information was given.  The motion continues - 

 (d) considering what impact the Bill will have in ensuring the transmission and distribution 
network is upgraded where necessary;  

The Leader of the National Party, the member for Merredin, actually asked today what will happen to the 
distribution network.  I know the government has been subsidising remote and rural areas to the tune of 
$200 million over the past two years.  I am sure the minister will correct me if I am wrong.  If in a few years we 
reach the stage at which Western Power is supplying only a small part of Western Australia’s power and the 
other suppliers say that if they do not put up their costs, they will not be able to meet the supply needs, they will 
have the government over a barrel.  The government would have no alternative other than to accept the price 
increases.   

The minister has been in this house all afternoon listening to the questions raised by the members, and I hope he 
will give the guarantees that members have asked for so they will be able to take back to their communities.  I 
have not known the minister to make promises that he has not kept.  However, things do change and he may not 
be the Minister for Energy in two years.  In that case, will his successor have the same commitment to the 
promises he makes today?  If these guarantees were inherent within the legislation, one could possibly support 
the legislation.  At the moment there are no guarantees.  All I can see is the possibility that, in three or four years, 
a decision will be made that it was not a good idea to restructure Western Power.   

During the previous debate, I referred to how the National Party at that time said it opposed the legislation 
because of problems with the distribution network.  The member for Merredin raised those questions again 
today.  He also said that the government must meet its community service obligation.  My concern with this 
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legislation is that things could get out of hand when Western Power is handed over.  The people who will end up 
paying will be the people who can least afford to. 

A few years ago the member for Warren-Blackwood, who has not yet spoken, quoted from the Deloitte Touche 
Tohmatsu report and said that disaggregating Western Power would result in reduced profitability and reduced 
value to the owners. 

Mr P.D. Omodei:  Do you read all my speeches? 

Dr J.M. WOOLLARD:  I did on that occasion, because I was surprised that the Liberal Party had changed its 
stance without the motion that was put to the house having been fulfilled.  I am still waiting to hear why the 
member for Warren-Blackwood has changed his stance.  He said that disaggregating Western Power would 
result in reduced profitability, reduced value to the owner, reduced payments to the government, the state’s 
generation might not be viable and concern was also expressed about the state’s retail short to medium-term 
viability.  He finished his statement three years ago by stating that the government was the captive of the 
Chamber of Commerce and Industry of Western Australia.  Obviously, the member for Warren-Blackwood has 
changed his mind, possibly because of all the briefings and the hard work that the member for Leschenault has 
done looking at this legislation. 

[Resolved, that the member’s time be extended.] 

Dr J.M. WOOLLARD:  That motion was supported by the members for Cottesloe, Leschenault, Churchlands, 
Darling Range, Hillarys, Warren-Blackwood, South Perth, Avon, Wagin and Nedlands. 

Mr P.D. Omodei:  Did you support it? 

Dr J.M. WOOLLARD:  Yes, I supported that motion.  That is why I am asking the member what has happened 
in the two years since. 

Mr M.J. Birney:  Can I give you a bit of an understanding? 

Dr J.M. WOOLLARD:  I only have 10 minutes, but I hope the Leader of the Opposition will cover those four 
matters during the debate. 

Mr M.J. Birney:  When the bill first came to Parliament we had not experienced black Wednesday, which was 
the first power crisis we have seen in this state, and we had not had 100 000 households without power, as 
happened following the storms only a month ago.  Clearly, since this bill was introduced into Parliament, 
Western Power has proved itself to be a basket case.  The other thing back then is that there was no guarantee in 
place that small businesses and householders would not suffer a price increase.  We now have that guarantee.  
We find ourselves in a different situation today from when we first dealt with this bill. 

Dr J.M. WOOLLARD:  The Leader of the Opposition said Western Power is a basket case.  I recently put a 
question to the minister about the money that the government has been taking from Western Power by way of 
royalties.  The annual payments to the government from Western Power were as follows: $107 million in 1998-
99, then $122 million, $149 million, $192 million, $224 million and $213 million.  The government has taken a 
lot from Western Power but has not been putting it back.  The country areas are concerned about the networks.  
The people in my electorate, through me, have been asking the minister for underground power.  That is 
important to a lot of people in the metropolitan area.  In 1996-97, the government spent $9 million on Western 
Power, in 1997-98 it spent $8 million, in 1998-99 it spent $7 million, then annually it went up to $18 million.  In 
2000-01, which was the last year of the Liberal government, it went up to $30.6 million and then it came down 
again.  In the three years since this government has been in power, it went from $30 million in 2000-01 to 
$21.5 million in 2001-02, $14.3 million in 2002-03 and $10.2 million in 2003-04.  That certainly does not meet 
what my community sees as a great need.  The member for Cottesloe said it would be almost like handing big 
business the equivalent of $500 million: the value of Western Power would depreciate by $500 million following 
this handover.  That is certainly not the issue being expressed by people in my community.  The government 
knows that request is not coming from my community.  However, lots of other metropolitan communities would 
like underground power, the same as a lot of remote and rural communities would like decent networking, 
reliability in service and a guarantee that costs will not increase.  The motion that was put on the table two years 
ago has not been answered.  The Liberal Party feels secure in the belief that any cost increases will occur in the 
next few years and, through its amendment, the costs will be capped for four years as a safeguard, but I do not 
accept four years is adequate.  This bill does not contain a guarantee that there will be reliability and security of 
electricity supplies.  I believe that the handover will encourage investment in new generation capacity, but this 
bill will not ensure that the transmission and distribution networks are upgraded when necessary.  Unless the 
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minister is able to answer those valid concerns that were put by the Liberal Party, and which I supported two 
years ago, I will not support this bill. 

MR M.J. BIRNEY (Kalgoorlie - Leader of the Opposition) [7.49 pm]:  I am very pleased to make a very brief 
contribution to the second reading of this bill.  I say “brief” because I think that the shadow Minister for Energy, 
the member for Leschenault, has put the opposition’s view on this issue very succinctly.  The day after I was 
elected as the Leader of the Opposition, I commented that from time to time members will see me agreeing with 
the government when I think it has a good argument.  I made no apologies for that at that time.  I then said that I 
did not think it would be very often that the government would present good arguments but that if in the rare 
event it did, I was prepared to say so publicly and agree with the government.  This bill is one such occasion on 
which I find myself agreeing with the government. 
I ask members, particularly the member for Alfred Cove, to give some consideration to the current situation of 
Western Power.  There is no doubt that Western Power is not an efficient or competitive power utility; it is a 
basket case.  Notwithstanding the fact that it now has, in my view, a particularly good manager, Mr Iannello, 
structural reform is still needed to allow Western Power to become more competitive and efficient.  The question 
to be asked is: what is the role of government utilities?  Indeed, what is the role of government?  Is it to build up 
monopolistic monoliths that are all powerful and all wealthy, or is it the role of government to build efficient, 
cost-effective and reliable utilities?  I suspect the latter is the case.  There is no doubt that if Western Power were 
kept vertically integrated, it could increase its value, wealth and market domination.  However, I again ask: what 
is the role of government?  It is not to build up massive monopolies and wealthy corporations.  One role of 
government is to provide reliable, efficient and cost-effective power.  I submit to members of the house that 
splitting Western Power into four separate entities will at least go some way towards doing that. 
In any case, Western Power could not be made any worse than it is today.  All members can remember the big 
storms that occurred about only four weeks ago and caused 100 000 households in Western Australia to be 
without power.  Members could say that was because of the storm and that mother nature himself had inflicted 
this problem upon us. 
Mr M. McGowan:  Herself. 

Mr M.J. BIRNEY:  I have told people that I am not very politically correct.   
The reality is that if Western Power had undertaken the necessary structural reform and the necessary 
infrastructure building programs, it would have greatly lessened the opportunity for all those households to be 
left without power.  Who can forget black Wednesday, when on one of the hottest days in Western Australia’s 
history we were told that we could not turn on our airconditioners?  Some people sat in the dark because they 
were afraid that they would be fined for turning on the power.  I submit that Western Power in its current form is 
broken and that we need to embrace a new strategy to move forward.  Rather than build up a huge, monopolistic 
monolith that creates wealth only for itself, it is important to have a competitive market place. 
Western Power would certainly be kept vertically integrated if it were to be privatised because that would 
increase its value.  However, if our aim is to achieve a cost-effective, efficient marketplace, it should be 
separated.  It comes down to the very basic question: what are the government and the power utility in this state 
about?  If they are about making money for Western Power and improving its wealth and market dominance, 
certainly it should remain intact.  However, if they are about providing to the community all those services in a 
reliable fashion, it should be separated into four separate entities.  That should be the mission of the power 
utility. 

I have heard comparisons made between Western Power and Telstra.  Some people are saying that Telstra should 
not be disaggregated, and they are right if they want it to be privatised.  If Telstra is to be privatised, it should be 
left vertically integrated because that would increase its net worth and its market domination.  However, to 
provide cost-effective, efficient and reliable services, it should be disaggregated and be subjected to competition.  
The federal government’s plan is to privatise Telstra.  Therefore, it makes sense to leave it vertically integrated.  
However, this government’s plan is not to privatise Western Power, as far as I can gather; therefore, it makes 
sense to make it more competitive by separating it into four separate entities. 
I have heard it said that this will be a massive transfer of wealth from the government to the private sector.  
Certainly there will be a transfer of wealth from Western Power to the market place.  There is not much doubt 
about that.  However, I ask again: what is the role of government?  Is it the government’s role to build up a huge, 
wealthy and all-conquering monopoly, or is it to provide a competitive market place and an environment that 
will ultimately drive prices downwards?  We should not be nervous about the transfer of wealth.  People need 
only be concerned about that if the government intends to privatise Western Power at some stage in the future.  I 
do not believe we should privatise our power or water utilities.  Power and water supplies are two of the biggest 
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issues that this state must face at the moment.  It is much safer to leave those utilities in government control.  
People should concern themselves with the transfer of value only if they want Western Power to be privatised.  
Clearly we do not want to privatise Western Power. 
I do not think we should be nervous about the argument that this will allow Alinta to increase its market 
domination.  The only way Alinta can increase its market domination is if its prices are good and its product is 
exceptional.  The net beneficiaries, apart from Alinta’s shareholders, will be the public of Western Australia 
because they will not buy power from Alinta unless it can provide a better price than what is on offer.  We 
should not be nervous about Alinta getting a slightly better foothold in the market place because the only way it 
will sell more power is if its prices are more competitive and it is more reliable than the current supplier.  
Western Power holds 80 or 90 per cent of the market place.  Clearly it is the 800-pound gorilla that it has been 
described as.  I have heard the argument that Alinta will now become the 800-pound gorilla.  Currently Alinta 
has about only three per cent of the marketplace, if the non-contestable customers are included.  Once the co-
generation plant is in operation, it will have seven per cent of the marketplace if the non-contestable customers 
are included.  It would take years, a mammoth effort and a super non-competitive marketplace for Alinta to ever 
achieve the market domination that Western Power has today.  There is not much doubt about that. 
There can be only two objectives for a government that is running a power utility: firstly, to provide a 
competitive price, and, secondly, to ensure that the entity provides the public with the level of reliability that it 
expects.  I do not think this bill is the panacea for both price and reliability, but I think it is worth exploring.  It is 
worth going down this path because clearly Western Power is not meeting either of those objectives at the 
moment.  We have seen hundreds of thousands of households lose power over the past year, and Western 
Australians pay among the highest prices for electricity in the country.  What makes Western Australia unique - 
apart from its higher electricity prices - is that it does not have a disaggregated power market, whereas almost 
every other state in Australia does.  We also have unreliability of electricity supply.  The opportunity now exists 
for us to do something about this situation.  We cannot continue to sit on our hands and say we know the power 
goes out all the time, and we know we have the highest electricity prices in the country, but that is just Western 
Power.  We need to take the bull by the horns and do something about it.   
I predict there will be problems implementing this legislation, because it will be a massive reform.  However, I 
am prepared to embrace this legislation and to help with its carriage, because I believe it is the best way forward, 
notwithstanding that it will not be a panacea.  When we think about reliability in the context of the newly 
disaggregated market, it is worth considering that the Economic Regulator will be looking closely at the 
networks business with a view to determining what should be the capital expenditure on our power infrastructure 
around the state.  That is a significant departure from what happens now.  What happens now is that Western 
Power makes a decision in some back room about how much money it will spend on what type of infrastructure.  
The public only ever hears about the decisions that Western Power does make.  The public never hears about the 
decisions that Western Power does not make.  Under the new model, the networks business will be required to 
make a submission to the Economic Regulator with a view to achieving a certain level of power reliability.  That 
submission will involve all of the capital expenditure that is being proposed for the power infrastructure in this 
state.  The Economic Regulator will ultimately set the tariff, after considering the submission put forward by the 
power utility.  The difference is that that will be a very transparent, open and accountable process.  That will 
mean that instead of the public hearing only the spin and the good news about the decisions that have been made 
by Western Power in some back room, the public will know exactly what is required to be spent on our 
electricity infrastructure network.  I believe that will lend itself to a greater level of reliability.  Indeed, the 
Economic Regulator will demand that.  He will say that in order to achieve a certain benchmark, this is the tariff 
that can be charged and, therefore, this is the level of capital expenditure that must be spent on power 
infrastructure in this state.  This legislation will not be the be all and end all with regard to reliability.  However, 
it will provide a more transparent process.  It will be a very brave government that will say it does not intend to 
spend that amount of money on infrastructure, given that the report will be made public at some stage.   
I turn now to price.  Those of us who have spent some time in business are aware that a competitive marketplace 
tends to put downward pressure on prices.  If we create a competitive power market in Western Australia, we 
will create the opportunity for increased competition and, therefore, for downward pressure on prices.  At the 
moment, the vertically integrated nature of Western Power is such that the retail business, which is the biggest 
single buyer of power in Western Australia, will always buy its power from the Western Power generation 
business, which is the biggest single generator of power in Western Australia.  That will mean that an aspiring 
power generator will need to have in place very clear-cut, bilateral contracts before it comes into the 
marketplace, given that it will not have the opportunity to sell its power to the biggest buyer of power in the 
state; namely, Western Power retail.  Equally, in a non-disaggregated marketplace, a new power retailer will not 
have the opportunity to buy its power from the biggest generator of power in the state; namely, Western Power 
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generation.  However, if those two entities - Western Power retail and Western Power generation - are separated, 
it will create big gaps in the marketplace that can be filled by the public sector, safe in the knowledge that it will 
be able to deal with the big players in the market.  Therefore, competition will tend to flourish.   

Queensland disaggregated its power utility in 1998.  Since disaggregation, the wholesale price of electricity has 
decreased from about $60 a megawatt hour to about $20 a megawatt hour.  To put it simply, in Queensland the 
disaggregation was a roaring success.  I spoke to one of the heads of one of the power utilities in Queensland as 
recently as last week.  He told me that the minute they disaggregated, a host of new generators were knocking on 
their door wanting to generate power for the newly competitive marketplace in Queensland.  In 1995 the power 
generator in New South Wales, known as Pacific Power, was disaggregated and separated into three separate 
entities.  Two of the entities were called Macquarie Generation and Delta Electricity.  The third retained the 
original name of Pacific Power.  After disaggregation in New South Wales, power prices dropped between 10 
and 11 per cent for householders.  Small businesses received an even more significant price decrease.  Those are 
two good examples of how the disaggregated marketplace can work.  Queensland and New South Wales have a 
bit of an advantage, because they have an interconnected grid across the border and some opportunity to share 
capacity.  However, notwithstanding that added advantage, it needs to be said that disaggregation was a success 
in those two states.  The disaggregation in South Australia, on the other hand, was not a success.  I think that was 
more the result of bad management rather than bad policy, although there may have been some bad policy as 
well.  South Australia went down the path of privatisation and removed the opportunity for government to 
control the uniform tariff.  It had a fully privatised marketplace with private players who wanted to charge as 
much as they possibly could, and a regulator that was not subject to a government that set the tariff. 

[Resolved, that the member’s time be extended.] 

Mr M.J. BIRNEY:  The biggest problem in South Australia when it disaggregated was that it went to full retail 
contestability almost straightaway.  That created a flood in the marketplace that led to an increase in prices in 
that state.  I highlight the South Australian experience to explain how we can get disaggregation wrong.  I 
highlight the Queensland and New South Wales experience to explain how we can get disaggregation right.  I do 
not have a lot of faith in the ability of the Labor Party to manage this process, albeit I am prepared to give my 
somewhat reserved support for it.  One of the problems if we get disaggregation wrong is that some of the 
smaller entities, namely small businesses and householders, may suffer a price increase.  Therefore, we put it to 
the government that we will offer our support for the bill only if it is prepared to give a public guarantee that 
small businesses and householders will be subject to a price cap for the next four years, which effectively is the 
period of time that it will take to fully disaggregate the marketplace.  We will then have the best of both worlds, 
because we will have a fully disaggregated and competitive marketplace - which will be good for the larger 
businesses in Western Australia - and we will have a safety net for the householders and small businesses by way 
of the price cap.   

The ACTING SPEAKER (Dr S.C. Thomas):  Order, members!  There is far too much noise in the chamber.  I 
am trying to listen to the Leader of the Opposition.  May we please have a little peace and quiet.  If members 
want to have a conversation, will they please take it outside. 

Mr M.J. BIRNEY:  I suspect that a bit of that noise is coming from me.   

We were concerned, and we remain concerned, that the Labor Party could mess up this process.  That is why we 
demanded a price cap on power prices for all householders and small businesses in this State until 2009.  I am 
pleased to say the government has acceded to our request.  Therefore, all of those small players in the 
marketplace will now have no increase in their power bills for the next four years at least.  It is our view that 
after that four year period, the disaggregated and newly competitive marketplace will provide some downward 
pressure on prices anyway.  We are simply concerned about the time disaggregation will take.  We have 
demanded a price cap mostly because of our lack of faith in the Labor Party’s ability to manage the process.  The 
price cap is not subject to inflation; therefore, in real terms, it represents a price decrease.  As a result, I can stand 
here now and say that, in real terms, power prices for householders and small businesses will decrease over the 
next four years because of the Liberal Party’s insistence on this price cap.  

Mr M.W. Trenorden interjected. 

Mr M.J. BIRNEY:  That alleviates some of the concerns that have been raised.  The problem is, member for 
Avon, there are many unknowns down the disaggregation path, as was discovered in South Australia.  South 
Australia got it wrong because it immediately embarked on full retail contestability, which led to increased 
prices for smaller operators.   

Mr M.W. Trenorden:  That is what will happen here.  
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Mr M.J. BIRNEY:  Even though the theory of disaggregation is good, it is possible to mismanage the process.  
The opposition has insisted on a guarantee that -  

Mr M.W. Trenorden:  A free enterprise party has sought a cap on the market.  That is a really good operation!   
Mr M.J. BIRNEY:  I do not think the member quite understands.  We have insisted on a cap for the non-
contestable part - 

Mr M.W. Trenorden:  It is a pathetic suggestion.  

Mr M.J. BIRNEY:  If the member hears me out for a minute, he might understand what I am saying.  We have 
insisted on a cap for the non-contestable market.   

Mr M.W. Trenorden:  I know you have.  I will talk about that in my speech.  It is 40 per cent.  

Mr M.J. BIRNEY:  It is the non-contestable part of the market.  The member for Avon does not understand.  
The free enterprise argument concerning the non-contestable part of the market is not valid because the 
customers cannot buy their power from anyone except Western Power.  It is a valid argument concerning the 
contestable part of the marketplace.  I can accept that it would be ridiculous for a free enterprise party to seek to 
cap the price for the contestable side of the market.  We have acted in the best interests of people who, for the 
next four years, will not have an opportunity to buy their power from anyone other than Western Power.  The 
free enterprise argument is null and void with respect to the price cap we have insisted on.  The real volatility 
comes into the market during the disaggregation process.  We cannot guarantee that the Labor Party will not 
mismanage the process but we can guarantee the price cap, albeit we would hate to see the minister go back on 
his word.   

The separation of the network’s business makes a lot of sense.  Not too many people these days, even people 
who oppose the bill, disagree with separating the network business from Western Power.  I have lost count of the 
number of business people, even in my own electorate of Kalgoorlie, who have complained to me that they want 
access to power through the grid.  They complain that although they have bilateral contracts, or whatever the 
case may be, with Western Power, it does everything it can to stop them from using Western Power’s poles and 
wires.  Legally, Western Power cannot do that; it must provide for third party access.  However, we all know that 
in the real world Western Power’s network business is backing up its retail business, which is backing up its 
generation business.  It is using its collective might to frustrate the efforts of potential power generators who 
might be seeking to sell power to other customers.  

I ask all members to consider what is the role of government.  Is it to build up monopolistic monoliths or to 
provide a competitive, free and reliable marketplace?  If members believe the role of government is to build 
monopolistic monoliths, they will vote to leave Western Power in its present form.  I am sure those members 
would be inclined to privatise Western Power at some stage in the future.  If they want to privatise Western 
Power, it should be left intact.  If we want to create a competitive, cost-effective marketplace, it should be 
separated.  The opposition is prepared to offer support for this bill.  I thank the minister for taking on board our 
suggestion to impose a price cap for the smaller players.  That will alleviate a fair amount of concern, 
particularly from members of the Liberal Party.  The bigger players will ultimately subject themselves to the 
whim of the market, which I think will be greatly more competitive with the passage of this legislation.  

MR M.W. TRENORDEN (Avon) [8.14 pm]:  I have been waiting to speak on this bill for some time.  I will 
start my speech a little differently from the way other members have spoken.  Some time ago, thanks to public 
money, I was lucky enough to be at Gettysburg in the United States.  

Ms M.M. Quirk:  Where Lincoln made his speech. 

Mr M.W. TRENORDEN:  Yes, that is where Lincoln made the Gettysburg address.  A clump of trees can be 
found on top of the hill, where Lee charged despite Longstreet begging him not to charge.  That clump of trees is 
called the High Watermark of the Confederacy.  That is the point at which the confederacy reached its peak, 
before it began to decline.  I see this bill in that context for regional Western Australia.  This is an important bill 
for regional Western Australia, and it is highly unlikely that I will support it.  I want to get a few things into 
context, but I do not have much time to discuss the range of issues I have.  Most of what I want to say will be 
from the viewpoint of the member for Avon rather than from the person who was the opposition spokesperson 
on power immediately after the last election.  However, I will refer to a few global issues before I talk about 
regional issues.   

The south west interconnected system we are talking about in this state is a tiny power system.  It has long lines 
and very few customers who are big consumers of power.  Western Power is part of the SWIS.  Despite what a 
few people have said in this chamber, Western Power is a minnow; it is a very small organisation in the context 
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of a world power system.  It supplies a very small percentage of power compared with the demand in New York, 
for example.  It is a minute operator within the Australian system.  There is no point talking about the 700-pound 
gorilla, which I must admit has not been mentioned by anyone in this chamber so far, although industry likes to 
talk about it. 

Mr G. Snook:  It’s an 800-pound gorilla. 

Mr M.W. TRENORDEN:  It is an 800-pound gorilla.  From what I know of the Commonwealth Scientific and 
Industrial Research Organisation diet, it must have lost 100 pounds over the past month.  The real gorilla in this 
state is Alinta, of which I am a fan.  It will be the big player in Western Australia; it is a well-run company and a 
credit to us.  I have no criticism of it.  

Mr J.C. Kobelke:  Did you buy shares?   

Mr M.W. TRENORDEN:  No, I did not.  The only reason I did not buy shares is that I am a member of 
Parliament.  If I had not been a member of Parliament, I would have bought them.  I even thought about buying 
some in my daughter’s name but gave up that idea.  

We have a very special power supply system in Western Australia, but we must remember that it is a very small 
user, with an enormous area to cover and relatively few consumers.  It is also a stand-alone system.  We cannot 
be rescued.  Other members have spoken about the history of disaggregation in South Australia, Victoria, New 
South Wales, Queensland and California.  They are all interconnected systems.  Western Australia’s system is 
not interconnected.  

The other matter of great importance, which has always worried me, is that we do not have a reserve margin in 
the current system.  Electricity demand in Western Australia closely equals the capacity to generate.  We must 
make a few decisions about our power supply.  I sincerely hope the member for Collie-Wellington’s mob wins 
the battle to build another coal-fired power station.  He has heard me say that before.  Regardless of what 
emerges in Collie, it is still four and a half years away.  As we sit here today, we have no reserve.  Any 
competent system needs at least 10 to 15 per cent reserve, and we do not have that.  Demand in Western 
Australia increases by 120 megawatts a year no matter what we do.  I make it clear that I support private 
generation coming into the process.  It is important that people understand that.  I have spoken to industry 
groups.  I do not have to say where I stand on these matters because the industry groups have heard me say it on 
many occasions.  The reality is that when we grow our system, we will grow it in bites of 300 megawatts.  The 
economic system is to grow it by 1 200 megawatts.  There is 1 200 megawatts of generation in Queensland.  We 
will never look at 1 200 megawatts, so, to cut costs for everyone, we need to do two things.  The first is to start 
building the capacity so that the size of the unit gives that efficiency.  However, we will never be able to do that.  
We will be able to kick it up by only 300 or 330 megawatts, so we will not build an efficient system.   

Mr C.J. Barnett interjected. 

Mr M.W. TRENORDEN:  In his speech, the Leader of the Liberal Party said that this is massive change.  This 
is very small change.  The really important issue - I would love to be a fly on the wall - is the contracts for 2010.  
I will not know about them for a while, but the real issue for the cost of generation of power in Western Australia 
will be whether those contracts go down to $23, $25 or $26 a tonne from the current $62 a tonne or more.  That 
will be the driver in the price of power in Western Australia.  Very little else will change the price in Western 
Australia.  Competition certainly will not, because there is no big competition in Western Australia.  We have a 
tiny system.   

The reality is that we created the market last year.  This bill does not create the market; we have already done 
that.  All the interaction that big business in this state wanted was created last year and prior to that.  It is 
nonsense to say that this bill is important for competition; it is just not true.  As I stand here today, only 40 per 
cent of the market is non-contestable, and that is what will be left to Western Power.  Let us be serious about 
Western Power.  Western Power will have two new gas generators and Collie A.  The rest of its assets are 
garbage; they are inefficient.  The previous minister spent $40 million on Western Power’s assets last year to try 
to keep them up to scratch.  The rest of its infrastructure is dropping in efficiency and value; yet this is the 800-
pound gorilla in the market.  That is absolute nonsense.  Western Power will be a very small operator.  It will be 
in the shadow of Alinta.  It is a nonsense to say that Western Power must be separated into generation and retail 
entities.  Would we say to Woodside that it must split the company because it is too big?  Of course we would 
not say that.  The only reason Western Power is being split is that private enterprise does not want the 
government to be in the game.  The big question for members is whether they want the government to be in the 
game, and obviously many of them do not.   



Extract from Hansard 
[ASSEMBLY - Tuesday, 28 June 2005] 

 p3481c-3532a 
Mr Dan Barron-Sullivan; Mr Troy Buswell; Mr Colin Barnett; Mr Brendon Grylls; Dr Steve Thomas; Dr 

Graham Jacobs; Dr Janet Woollard; Mr Matt Birney; Mr Max Trenorden; Mr Terry Waldron; Dr Elizabeth 
Constable; Mr Gary Snook; Mr Grant Woodhams; Mr Terry Redman; Mr Paul Omodei; Mr Alan Carpenter 

 [36] 

Western Power’s assets will be very old and, most importantly, it will have inefficient plants.  Western Power is 
a threat to nobody, but it is a state asset.  We will be palming off $500 million of private enterprise.  To put that 
in context, the dividend for 2004-05 was nearly $96 million.  The estimate for next year is $88 million, for 2006-
07 it is $74 million, for 2007-08 it is $40 million and for 2008-09 it is $38 million.  That is what is happening to 
our dividend.  What was the dividend going to be?  In 2008-09 the dividend was going to be $362 million, so 
$300 million has vanished.  Where has that money vanished to?  We have given it to private enterprise.  
Members opposite are paranoid about privatisation.  I am not saying that the government will privatise Western 
Power, but it is happy to give $300 million in one year to private enterprise.  Yet the government is saying that 
this is a good deal for the people of Western Australia!  That is absolute nonsense.  

Western Power will have a reduced percentage of the generation market.  It will have reduced efficiency in its 
generation market.  Its price will be pegged in the market as uncontestable because of the wonderful deal done 
today, which I think is absolute nonsense.  There will be competition in the majority of the market; 60 per cent of 
the market will be contested.  What will happen to the price?  Whom will Western Power serve?  Basically, it 
will serve that 40 per cent of the uncontestable market.  What will happen to the price?  The price pressures will 
go up.  Perhaps the Leader of the Opposition can argue that he has done something in that process.  However, I 
put to him that he cannot tell a first-year economics student that he can do what he is doing and also have the 
dividends, which one of his members said would be $100 million a year.  Whoopee; that is nonsense.  There will 
be no $100 million a year.  That dividend will not go into the infrastructure, and that is why the member for 
Avon is saying what the member for Avon is saying.  There is no money to fix the infrastructure.  That is the 
bottom line.   

I have had four years of outrage.  For four years people have screamed at me to fix the system.  We have an 
opportunity today to ensure that the system has some respect for country people.  I see no respect in this 
legislation for country people.  I have looked at the system and I have seen the presentation.  Where is the money 
that will go into the infrastructure?  I point out to the minister that on 24 May 2004 his predecessor said to us, 
“Don’t worry; I’ve got $1.8 billion to spend on infrastructure for Western Power.”  What happened to the 
infrastructure in the regions in that 12 months?  Very little happened to the infrastructure.  Now the minister is 
saying to us, “Don’t worry; we’ve got $2.2 billion.”  However, he is also saying that that money will be spent 
where the pressures are.  Where are the pressures?  That $2.2 billion will be spent on infrastructure in the 
metropolitan area.  The minister has said that a lot of transformers will be fixed.  When I asked a question about 
that, I was told that 90 per cent of those transformers are in the Perth metropolitan area.  The minister has said 
that the drivers are the geographic factors and the required service standards.  Where are most of those 
pressures?  They are in the metropolitan area.  At the bottom of one of the presentation slides, it is stated that the 
government will do wonderful things for us.  It will increase Western Power’s reliability by 25 per cent.  If the 
minister were to tell the 250 people in Koorda that he will increase their electricity reliability by 25 per cent, they 
would fall off their chairs laughing, because a 25 per cent improvement on very little is not exciting.  The 
promises in this process are very ordinary.  Approximately $120 million will be spent in the country in 2005-06.  
I asked the people who gave us the briefing the extent of the problem, and I thank the minister for providing the 
briefing.  When I asked Stephen van der Mye, the previous chief executive officer of Western Power, he told me 
that it was a $500 million problem.  The minister’s people told me it is a $1 billion problem.  The government 
will spend between $24 million and $26 million in the regions and fix the problem in 40 years, and I should be 
excited about that?  I just do not happen to be excited about that.  It does not fill me with a lot of joy.  In the 
program that was presented to me it says that capital expenditure is largely driven by growth.  It will respond to a 
fast-growing state economy with strong residential development.  Where is that happening?  In Koorda?  In 
Toodyay?  I think not.  There are a few issues here that I do not think will be resolved.   

It is not all bad news.  Fixing up the 10 worst problems in country areas is good news, and many country 
members in this house will be hoping that their electorates are included in those 10.  This does not alter the fact, 
however, that if it is a billion-dollar problem, $25 million to $26 million a year will not fix it in the time frame in 
which it will be fixed in the rest of Western Australia, being Perth and perhaps a bit of the coastal strip.  That is 
the inequity that makes my blood boil, and I will not stand for it.  I will not be there when the minister asks me to 
vote for this legislation, because the amount proposed for the solution is of no consequence.  Can members of the 
Liberal Party tell me whether, if the transmission lines are to be fixed up, the authority will put the $1 billion in 
the costings?  Will the regulator say that it is all right to put those costings in the transmission prices?  There is 
not one chance in one million of that happening.  That is in total conflict.  In three and a half years’ time I will be 
reminding those members who live in the country, and who voted for this bill, just what they did at this time.  
The lights will not go on in the country.  Toodyay will not improve.  

Mr T.R. Buswell interjected.  
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Mr M.W. TRENORDEN:  There must be something about Toodyay.  The ex-leader of the Liberal Party went 
down a step because he was associated with Toodyay.  The member for South Perth went out of the Parliament 
because he was associated with Toodyay.  The ex-member for Pilbara went out of Parliament because he was 
associated with Toodyay, and I lost the leadership of the National Party because I was associated with Toodyay.  
Toodyay is a significant issue.  

Mr G. Snook:  I am very happy with Toodyay.  It is a fine shire, and I did very well there.  

Mr M.W. TRENORDEN:  The member did do well.  
I am not against the separation of the transmission network, but I would have made only two separations.  
However, that is not the end of the world.  What I am concerned about is that when the transmission lines are 
separated, how will all the money get into those transmission lines to fix up my electorate, let alone anyone 
else’s electorate?  How will it get there? 
Ms J.A. Radisich:  What about your neighbours?  Don’t you worry about your neighbours as well? 

Mr M.W. TRENORDEN:  The member for Swan Hills has a few problems as well.  The lines that feed my 
electorate pass through her electorate.  Where will the money come from?  There will be an absolute conflict 
between the regulator and the desires of country people.  We have seen what happens when regulators get 
involved, and the regulator will get involved.  The debacle that the previous minister had with Epic Energy is 
one great example.  The regulator argued for three years about the price, and at the end of the three years Epic 
has gone and the pipeline has changed hands, but what has happened to the price?  It has gone up; it did not go 
down.  There is a bit of history there that members should try to remember.   

I will go on to talk about this document released on 22 September 2003 by the Energy Safety Directorate.  I will 
take a few quotes out of it.  On the first page it states - 

. . . there is evidence that in these areas the electricity supplies are often below the benchmark standards 
of reliability (interruption frequency and duration) set out in the regulations.  

There is clear evidence that that is the case.  A process took place between the directorate and Western Power to 
come up with a figure of $49 million to fix up some of those issues.  

[Resolved, that the member’s time be extended.] 

Mr M.W. TRENORDEN:  On page 3, the document refers to the necessity to manage the flow of funds 
required to carry out remedial action.  The directorate is concerned about where the money will come from.  I 
say again to members on this side of the house that this is the high watermark.  If we do not win the concession 
today as this bill passes through the house, we will not win it in the future.  That is the history of putting bills 
through this place.  On page 3 also, is a statement that has been carried through into the legislation the house is 
considering today.  It states -  

Western Power can, if it feels it is appropriate and necessary, apply to the Director of Energy Safety to 
request that lower standards of electricity supply quality/reliability be approved for certain areas.  

That is in the bill now before the house.  If it cannot be fixed, one option is to make an application to reduce the 
acceptable standard.  In the debate last year the National Party asked for the Australian standards to be applied.  
Why does the minister not apply the standard that applies to the grid in the eastern states?  It is not that I am 
picking on the minister personally, but I am very concerned for my electorate.  If the minister applied the 
Australian standards, a few people out in the regions would be a little less concerned about this process, because 
there would be a standard for the directorate to refer back to.  However, while this provision is in the bill, the 
standard can be dropped at any time.  On page 4, the document states -  

•  the age of some of the assets (such as poles and conductors) has increased to the point where many 
are nearing the end of their normally expected life; 

There are 600 000 wooden poles out there, and there is a program of replacing them at a rate of 3 000 a year.  
One only has to drive into the regions, not very far past Mandurah, to find out what is happening to those 
wooden poles.  They are a mess and they have exceeded their life span.  The document continues -  

•  consumer loads have grown and this has put pressure on parts of the distribution system; and 

•  consumers in country areas like elsewhere are increasingly dependent on electricity for their 
businesses . . .  

You only need to look at the dairy industry in your electorate, Mr Acting Speaker (Dr S.C. Thomas), to see that 
many of those people have to worry about what the neighbours are doing so they can get power in the mornings 
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to milk their cows.  That is just not acceptable for a business, and the problem extends right through the regions, 
where people are struggling to maintain businesses.  The document continues for a number of pages, but in the 
second last paragraph the Director of Energy Safety finds it necessary to repeat the warning -  

Western Power can, if it feels it is appropriate and necessary, apply to the Director of Energy Safety to 
request that lower standards of electricity supply quality/reliability be approved for the areas where the 
problems have been identified.  

One of the ways to fix the problem, under this bill, is to lower the standards.  Members who live in country areas 
should have some concern about that.  I repeat, in regard to the situation of the transmission lines, where will the 
money come from?  Private operators and Western Power will be involved in generation.  They will be charged 
to put their electricity into the transmission lines.  There is a growth rate of 120 megawatts a year.  We already 
know that the state is doing extremely well, and needs to be fed with electricity.  Where will the money come 
from?  Can the minister look me in the eye and say that the networks corporation will have sufficient dividends 
for the government to put money back into the system?  The answer is that it will not.  Enough income will not 
be generated because one of the problems will be that the networks corporation will have the regulator looking 
over its shoulder and saying what the price will be.  That price must be agreed to.  If a miracle does happen, and 
$1 billion of expenditure over 10 years is to be put into the budget, what happens to the price?  That price will be 
fed back through the system, through the market, to everybody.  The driver here is meant to be price, and the 
regulator knows that only too well.   

I do not think there is a snowball’s chance in hell that the transmission entity will have enough money to fix the 
problems in my electorate.  The minister may be able to tell me something different.  I have the full listing of 
what the $2.2 billion will be expended on.  It is all in place.   

Mr P.D. Omodei:  It is $550 million a year.   

Mr M.W. TRENORDEN:  It is broken up into energy reform, $44 million; transmission network, $85 million; 
customer connections, $84 million; capacity enhancement, $73 million; major upgrades, $10 million; generation, 
$46 million; stage B capacity upgrade of the Muja Power Station, $32 million - and I could go on.  When all 
these figures are added together there is no money left.  Where will the money come from to fix the problem 
facing my constituency?  It is not there and no amount of spin will put it there.  I have expressed this argument 
for some time.   

In all of this process I have really enjoyed the interaction with the groups that have come to me and raised a 
number of issues that I should talk about.  I am worried that Western Power Corporation will become the 
peaking plant.  One of the things I seriously looked at before the election was that if solar power were better 
priced, it could be used to off-set the cost of airconditioning.  In some places in the United States, companies 
have put full solar panels on their roofs and that has equalled the airconditioning output of the buildings.  It is 
important, because in the peaking process - the minister will be able to quote the figures to me, because I have 
not looked at them for some time - something like the top three per cent of airconditioning output costs is in the 
vicinity of $26 million. If people need to turn on their airconditioners to keep cool when the sun is at full 
strength, that demand could be supplied through solar energy.  That would alleviate peak demand, and would 
save a lot of money.   

The bottom line for me is my constituency.  I cannot tell members how many people there are within the Shire of 
Toodyay.  That area is not in my electorate now, but I presume it will be in four years.   

Mr G. Snook:  It could be in a number of electorates.  

Mr M.W. TRENORDEN:  It is more likely to be in mine.  Perhaps it will be in the member for Cottesloe’s 
electorate - that would be more like it! 

Transmission lines are being built through York, Beverley and Toodyay, but it is not improving the quality of the 
service.  The breakdowns may have stopped in the metropolitan area, but not in the regions.  Unless there is a 
satisfactory signal from the minister, there is absolutely no chance this bill will get my support.  No matter what 
the spin is for the $2.2 billion, I know that that money will not be spent in my electorate.   

MR T.K. WALDRON (Wagin) [8.44 pm]:  I thank the minister for making the staff of the Office of Energy 
and Western Power Corporation available to members of the National Party for briefings on the bill.  We 
appreciated it.   

I will stick with the main issue that affects my constituents in the Wagin electorate, because for me that is the 
most important thing.  I will not go into the details, because the member for Merredin covered them very well 
when he spoke earlier.   



Extract from Hansard 
[ASSEMBLY - Tuesday, 28 June 2005] 

 p3481c-3532a 
Mr Dan Barron-Sullivan; Mr Troy Buswell; Mr Colin Barnett; Mr Brendon Grylls; Dr Steve Thomas; Dr 

Graham Jacobs; Dr Janet Woollard; Mr Matt Birney; Mr Max Trenorden; Mr Terry Waldron; Dr Elizabeth 
Constable; Mr Gary Snook; Mr Grant Woodhams; Mr Terry Redman; Mr Paul Omodei; Mr Alan Carpenter 

 [39] 

My position on this bill has been clarified over the past few weeks.  In that time I have attended a few meetings 
in my electorate.  I have raised this issue and asked my constituents what they think about this bill and what they 
want me to do about it on their behalf.  It has been almost unanimous in my electorate, as it has been elsewhere 
in country Western Australia, that the people are concerned about the state of the network.  That is their major 
concern.  I do not think people understand the intricacies of the disaggregation of Western Power.  I do not claim 
to have the knowledge that other members in the house have.  However, I do know what people in my electorate 
are thinking and I am here to represent them.  They want the distribution network upgraded so that it is reliable 
and safe.  I am sure they would support the break-up of Western Power if they were guaranteed that that would 
happen.  As the member for Wagin, I consider that a reliable and safe power supply is the bottom line.  It looks 
as though this bill will pass through this Parliament and I hope these guarantees will be made. 

As the member for Merredin said, hope is not a guarantee, and that is the other message that has been coming 
through to me.  People have been asking me for guarantees.  It has already been outlined by my leader, but I 
reiterate to the minister that there must be a cast-iron undertaking to ensure that regional electricity customers are 
not neglected under Labor’s reform plans.  The key element in this bill for the National Party is that the 
guarantees of a reliable and safe power network must be forthcoming and set in concrete.   

I support a lot of things in this bill in principle, but a reliable and safe power network is the bottom line.  That is 
what country people are talking about and that is what they require.  The reasons that country people want those 
guarantees are simple.  I will highlight a couple of those reasons.  Over a number of years the people in country 
WA have been let down by both sides of politics.  Probably all ministers have good intentions; however, the 
network has been allowed to run down over a long period.  I will use the analogy that the former member for 
Wagin, Hon Bob Wiese, used - I have used it previously in this house.  He said it is like fencing on a farming 
property: each year we must do a couple of miles of fencing, otherwise in 20 years there will be a major 
problem.  That is what has happened with Western Power.  The argument could be that, if we leave it like it is, 
nothing will happen.  However, we are now trying to do something about it.  I acknowledge that.  We want some 
guarantees to make sure that, by doing something about it, the power network will be reliable and safe.  That is 
the key element.   

We all know about blackouts, brownouts and power pole problems. The bushfires have played a significant role 
in making people sit up and take note of how bad the problem with Western Power is.  In summer, on hot days, 
the Wagin electorate that I represent is a dangerous area. .  We had the fires at Tenterden, Bridgetown, Kukerin, 
Darkan and Badgebup.  It has not yet been proved that the fire at Kukerin was started by Western Power 
problems, but that has proved to be the case with many of the others.  On bad days this year a lot of fires started 
from power problems but they were put out quickly; therefore, we did not hear about them.  However, some of 
them could have got out of control.  We really have to do something about that.  If this bill goes through and the 
promises come to fruition, I will admit that we were wrong, but I am not confident about that and neither are the 
people in my electorate.  I have not seen the detail guaranteeing that, which is what I want to highlight.  In my 
area there are probably four or five main consistent trouble spots with power supply, power reliability and 
continuous faults: the south east line out of Kojonup; the north east line out of Katanning, which needs urgent 
attention; the line west of Williams; the line east of Darkan; the north east line out of Dumbleyung; and areas 
around Yealering, which are no longer in the Wagin electorate, but the Halfway House on the main highway has 
consistent problems.  We need a guarantee that those problems will be fixed and I cannot see that guarantee 
being given.  I will speak a bit more about that in a moment. 

Another matter I want to raise is the cost of connection and the cost of transformers in some areas.  That cost 
puts people out of the ballpark and is probably the greatest inhibiter to development of industry in country 
Western Australia.  Whatever happens, if we can improve those areas, it will certainly be to the benefit of 
country WA.  Historically, country WA people have been guaranteed services etc, but they have not been 
delivered and the people have become sceptical, and they are sceptical again.  People understand that power 
supply is not great at the moment, so they are looking for something to happen.  I was encouraged by some of 
the signs in the last budget that the government recognised that problem.  However, I cannot answer my 
constituents’ questions and I hope the minister can give me some guarantees.  That is why we have proposed 
amendments to this bill.  If we get those guarantees, the people will support this bill, because it will improve 
their lot.  However, that remains to be seen.  They want guarantees to fix the network.  I have heard different 
stories tonight about dividends from Western Power.  I am not sure what they will be - I do not know whether 
anyone does, frankly - but whatever dividends there are, a certain amount must go towards that network. 

The Nationals’ primary concern has always been the provision of decent quality and reliable power to regional 
WA.  It is fair to say that the Nationals have been at the forefront of the power issue for the past four years.  
Every member in this house has heard the Nationals raise that issue and the issue of the appalling state of the 
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network over the past four years.  We have spoken about Koorda, Bremer Bay, Toodyay and my own area 
around Kojonup, Katanning and Dumbleyung. 

Mr C.J. Barnett:  The network is old, but it did not just suddenly age. 

Mr T.K. WALDRON:  I realise that. 

Mr C.J. Barnett:  The other problem is the management of the network.  That gets back to loss of personnel. 

Mr T.K. WALDRON:  When it comes to detail, the member for Cottesloe has far more knowledge than I.  Over 
time it has got worse.  I remember when we had the contributory schemes on our farm.  Not a lot has happened 
to those lines in that 40-odd years.  The problems arise from a combination of things.  I take the member’s point; 
I think he is dead right.  We have tried to highlight that in the best possible way.  Sometimes we have done it 
well and sometimes we have not. 

I congratulate the minister on some of the things the government has done recently.  We must be fair and keep an 
open mind.  There have been some positive signs.  The 2004 state budget revealed that the government was 
planning on investing $1.8 million for both capital and recurrent expenditure in the network over the next four 
years.  The rural power improvement program is a step in the right direction, and our amendments refer to that as 
well.  It is short of what we were saying was needed; however, I acknowledge that and congratulate the 
government.  It is a step in the right direction and people in the country also acknowledge that.  Some people 
think that sometimes people in the country think that the city gets everything and that is it - the walls go up - but 
there are a helluva lot of great people in the country who really know what is going on in this state.  They 
recognise when things are heading in the right direction, and they congratulate the government for that.  
However, the member for Merredin referred to future proofing - that is what they want.  They have been burnt 
too many times before.  If the government can deliver that guarantee, we will be very supportive, but, if it cannot 
do so, we cannot support this legislation.  It is as simple as that.   
I do not want to speak for too long, because I have made my basic point.  However, I want to mention a process 
involving the oil mallee plant, which is a different way of putting some power into the grid.  It is a pilot program 
only at the moment.  There was a shortfall in that program following an ongoing battle with the previous 
minister, but in the end we received commonwealth funding and some help from the state government.  That was 
a good thing, because that program is now going ahead.  It will be fantastic if that oil mallee plant program is 
successful in Narrogin.  We hope it will be, not only for the power side of things, but also for the environment, 
salinity and all the other benefits that go with it.  I have made the point I wanted to make and it is pretty clear.  
We will only support this legislation if those guarantees are included.  We have proposed amendments for that 
purpose.   
I just want to refer to a couple of other benefits that should result from disaggregation.  Competition in 
generation will, hopefully, provide benefits.  Renewable energy operators will welcome increased accessibility 
to the Western Power networks.  I understand that.  Enhanced ministerial powers of direction in the bill are a 
good thing.  I believe ministers need the power to make decisions because that is why we have ministers.  
Ministers should be able to do their jobs.  This legislation will enhance opportunities for small generation plants 
to be constructed in regional WA.  This may well be a more efficient way of delivering power to customers.  
Time will tell.  I hope there will be other benefits.  I do not know about the pricing benefits, but I hope there will 
be other benefits.  There is no built-in mechanism in the legislation to ensure that the government will guarantee 
funds for improving the network.  In his second reading speech, the minister said that one key aim of the 
restructure reforms is to provide opportunity for private sector investment in a generation plant in the south west 
interconnected system.  This will free up government capital funding for upgrading the network to address 
reliability problems.  That statement is based on a big assumption that that will occur.  When I go to meetings, I 
cannot tell people that that will occur and they cannot see where that funding will come from.  That is a real 
issue at the moment for people in my electorate.  Because of what has happened before, people do not have the 
confidence that that will occur.  I hope I am wrong and I hope it does happen, but I cannot see it.  We are 
proposing these amendments in an effort to seek that guarantee.  I ask the minister to consider the amendments 
when the time comes.  The National Party’s primary concern, and my concern as the member for Wagin, is the 
provision of a quality, reliable and safe electricity supply to regional Western Australians.  We seek the 
government’s support for the amendments we have proposed to try to deliver that certainty to country people.  
That is all they want.  I ask the minister to make the rural power improvement program a permanent fixture.  
While I do see benefits in the bill, on behalf of the people of the Wagin electorate I seek a guarantee before I can 
support it. 

DR E. CONSTABLE (Churchlands) [9.00 pm]:  I assure members that my contribution will be very brief.  I 
will put on the record my position regarding this bill, which seeks to restructure Western Power into four new 
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entities.  The proposed four new entities are, firstly, the power system; secondly, power generation; thirdly, retail 
activities; and, fourthly, the activities and provision of electricity supplies in regional and remote centres.  The 
only part with which I feel comfortable is the separation of the powerline system into a central system.  The 
powerline system is a natural monopoly.  Obviously there will only ever be one powerline system.  Separating 
that system from the parent corporation will result in all players being able to use the system on a level playing 
field.  I can immediately see the advantages of doing that.  However, I am not so certain about the value of the 
separation of the rest of Western Power’s activities into the other three entities. 

The member for Avon’s contribution should ring alarm bells for all of us regarding regional services outside the 
south west grid.  Questions are raised of cost and worrying safety standards.  We must be mindful also of the 
growing demand in regional and remote areas for modern equipment, and the impact that the modern way of life 
is having on those areas.  I am sceptical about whether the break-up of Western Power will achieve the 
competitive environment that the government is claiming will be the outcome.  We know that the proposed 
disaggregation of Western Power will cost more than $150 million.  Added to that is the cost of running four 
new and separate entities with four chief executive officers and four administrations.  That is bound to cost more 
to run than the current public utility.  I suspect it has the potential to be either a haven for bureaucrats or a 
bureaucratic nightmare.  The future will tell what will be the outcome.  Perhaps it will be both.  It will take 
several years to recoup the costs involved in the break-up, which must be taken into account when considering 
whether it is worthwhile.  Over the same time, the dividend to the state will contract substantially.  That is an 
added cost in this exercise.  As well as the obvious financial costs of the disaggregation, I venture to suggest that 
running four entities may be less efficient than running a single entity.  Only time will tell. 

In the second reading speech, the minister said - 

Industry has long argued to successive governments that vertical integration of the electricity supply 
chain in a dominant utility is inconsistent with a competitive market. 

What this legislation will do - I think I have understood this - is eliminate the current vertical integration of 
Western Power.  The separate entities we shall set up are asking to compete with companies that are themselves 
vertically integrated.  That is very interesting.  It is all right for one group, but not for a public utility.  When I 
read that statement, I could not help but think that it is no wonder industry has been arguing for the break-up of 
Western Power, because it will be advantaged by that break-up.  There is no gain to the government utility in 
that regard.  However, I suppose we shall see.  The break-up may well weaken Western Power’s market position 
and its ability to compete.  I suppose this will happen, and time will tell whether that is the case.  The 
government utility will operate in a very small market with one hand tied behind its back.  Systematic reform 
and progressive deregulation of the Western Australian electricity industry has occurred since about 1995.  This 
legislation represents a major change from the previous systematic reform of deregulation.  It is the end product 
of that change.  These changes may or may not deliver the rewards that the minister has outlined in his second 
reading speech. 

At the beginning of his speech, the Minister for Energy provided a shopping list of the advantages of the 
legislation, such as cost advantage to consumers, and safer, more secure and reliable network services.  I wonder 
about that being the case in country areas, given the comments by the member for Avon.  Another advantage 
outlined by the minister was that improvements would be made to services in regional Western Australia.  I 
wonder about that too.  He said also that it would improve generation capacity and provide greater protection for 
the interests of small-use consumers and for the retail sale and distribution of electricity.  The disaggregation is 
meant to be a panacea from which everything good will come.  The minister will be pleased to know that I have 
read the second reading speech a couple of times.  However, I have found little argument in it to support this 
wish list.  We have been asked to take on faith that this will be the result.  I think we probably deserve to be 
given far better reasons to support those claims.  I hope that during the consideration in detail stage we will get 
into a discussion on that, and that it will lead me to become more comfortable with the legislation.  I am yet to be 
convinced that the benefits outlined by the minister will be forthcoming. 

The Western Australian electricity industry is a small industry compared with that in other parts of Australia.  
We will see a very limited number of players in the field.  It is because of this that I am very sceptical that this 
legislation will create what the minister refers to as a truly competitive market.  At this stage it is not similar to 
selling vegetables, for example, or another product in the market that is produced by many people, has many 
customers and is subjected to a high level of competition.  I cannot see that happening.  I am willing to be 
convinced by the minister that that will be possible.  At this stage, I am prepared to support the legislation 
because I support the separation of the powerline system from the rest of Western Power.  However, I may 
review my position after the consideration in detail stage. 
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MR G. SNOOK (Moore) [9.06 pm]:  I will be brief and will not take up the full allocation of time available to 
me.  I take this opportunity to place on the record my view, and relate to the house some anecdotes on this issue.  
I acknowledge the Minister for Energy for having the endurance and patience to sit through this debate for the 
whole day; that is his job.  However, his patience is all but surpassed by the long-suffering and enduring people 
of the electorate of Moore and others who have been putting up with poor electricity supplies over a number of 
years. 

The talk about 800-pound gorillas and minnows a little while ago made me chuckle.  I grew up on a wheat and 
sheep farm in the north eastern wheatbelt in the Dalwallinu district.  Like a number of members in this house, I 
was accustomed to a supply of electricity that we generated ourselves by the good old 32-volt plant.  When I was 
a 10-year-old kid and tried to crank up the old single-cylinder McDonald, just so that mum could have some 
light to cook our tea, it almost broke my thumb.  I wished I was not a skinny minnow, but was an 800-pound 
gorilla.  That is what needs to happen to the system.  I relate that as an aside. 

I am disappointed that the member for Murdoch is not in the chamber because he would be able to correct me 
immediately.  Maybe another member who has a better knowledge of sport than I have can correct me if I am 
wrong.  Alan Jeans coached the Hawthorn Football Club in the 1970s, in the days when the Victorian Football 
League reigned supreme and we used to watch Winners.  Do members remember those days?  They were 
fantastic.  Hawthorn was in the Grand Final against North Melbourne.  It was a classic.  Hawthorn had dropped 
its bundle.  During the three-quarter huddle, Alan Jeans was overheard to have said to his players, “Just do 
something.  I don’t care what you do, just do something”.  Many expletives were caught on the recording.  I 
reckon we are at that point.  We have got to do something.  During the course of this debate I listened to many 
speakers who are far more knowledgable than I am on the issues and technicalities of Western Power, its 
problems and its proposed disaggregation, but we must do something.   

We have now reached the point at which people have lost all confidence.  When I was campaigning - it would 
have been no different for my colleagues in rural areas - the first thing people said to me when I knocked on their 
door or met them was will we just fix the power for them.  They did not mention the cost.  They did not mention 
how much they had to pay for their last electricity bill.  They just wanted reliability of power.  We need to take 
some action.  I therefore support the bill, with conditions.  I speak with conviction, and with the support of my 
fellow country members, some of whom have spoken prior to me, and some of whom I know will speak after 
me.  The number one issue is reliability and continuity of supply.  It does not matter whether one is an ever-
enduring housewife who is trying to prepare dinner for her family, or whether one is running a small retail outlet 
in one of the towns in my electorate, processing rock lobsters or running a piggery.  The end result is that if we 
do not have reliability and continuity of power supply, we will all be in strife.  The primary concern of my 
constituents during the election campaign was reliability of supply.  Power outages may result from a number of 
factors.  However, over the past few years a large number of the power outages have resulted from the poor state 
of the infrastructure and the ageing and run down network system.  Just the other day I got a telephone call from 
some very anxious people in Toodyay.  They were electricians, and early one morning they had been driving 
their van, which was a normal sparkies van with a roof-rack and a ladder, between Toodyay and Bolgart in the 
fog at about 40 kilometres an hour, because visibility was very poor, when they suddenly heard an almighty 
bang.  They thought they had run into a car.  They could not work it out.  What had happened was that two 
power poles on either side of the road had given up the ghost and had fallen over, and the powerlines had 
actually come down over their van and torn off their roof-rack.  I can give dozens of examples.  As was pointed 
out earlier, this has been happening for a long time.  It has been happening during the term of successive 
governments.  There is no question about that.  Therefore, this is not an issue on which we should engage in 
political point scoring.  We should acknowledge that the standard of the network has been allowed to run down 
over the years.  It has now reached the point at which lives have been lost.  That is the critical turning point.  
That is what has made all of us in this state sit up and realise as one that we need to do something to alleviate this 
situation.  The combination of the poor management of the electricity utility and the ageing of the network 
means that we are heading for a disaster.   

I therefore support the principle of the disaggregation of Western Power.  However, I express my concern on 
behalf of my constituents - as it is my responsibility to do as a member of Parliament - about the reliability of 
supply.  The need to refurbish and upgrade the network system to ensure reliability of supply during peak 
demand periods, such as extreme heatwave conditions, should be a priority.  I also support placing a cap on 
price.  I implore the minister to give me and my constituents, and other members and their constituents, cause to 
be confident that during the transitional period the necessary upgrading will occur.  People in the bush 
understand that things can go wrong and that acts of nature may cause problems.  No-one can do anything about 
acts of nature and some of the other things that may affect supply on the network system.  However, I recollect a 
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situation in which a farmer rang Western Power and asked it to switch off the power because two power poles on 
his property had keeled over and the powerlines were going right through the middle of his haystack; however, 
he was told that no-one could get out there for a while, so of course up went his haystack and half of his paddock 
of fodder.  The issue is about management and competency in running the utility.  That will apply also to the 
four new corporations.  We need to be given an assurance that they will be kept up to the mark.  I will be pleased 
to hear from the minister during his reply how he intends to ensure that the corporations are run efficiently and 
effectively.   

I am pleased the government has accepted the cap on price.  As I have said, the other major concern is reliability 
of supply.  I urge the minister and the government to give a guarantee to rural people, who are vitally dependent 
on power, that there will be reliability of supply.  I have mentioned the fishing industry.  I was involved in the 
fishing industry, as I think most members would be aware, for 30 years.  Fish products need to be kept at a 
temperature of minus 20 degrees Celsius in order to comply with the health regulations.  Tens of thousands of 
dollars worth, if not hundreds of thousands of dollars worth, of rock lobster has been spoilt in recent times 
simply because the power went down and the large volume of lobster could not be moved quickly enough to 
other freezer facilities.  A number of the processors have spent between $100 000 and $150 000 each to put in a 
huge generator set - it would be large enough to run one of our small coastal towns - so that if the power drops 
out for any reason they can crank it up and keep their product at the right temperature.  That is the sort of thing 
that is occurring.  One person in my electorate who runs an intensive piggery got so frustrated and angry about 
the unreliability of power that two summers ago he spent $25 000 on a 15-kilovolt generator so that his animals 
could be kept cool during heatwave conditions.  The problem is that the demand is actually reaching the peak of 
what can be supplied.  The member for Avon mentioned Toodyay.  Toodyay is a classic example.  During the 
election campaign the people of Toodyay really got on to me about power supply.  During the run up to the 
election there was some very hot weather.  I think all of us who were doorknocking will recollect how hot it was.  
The people of Toodyay were complaining to me because the power was turned off at four o’clock every 
afternoon.  Western Power could not provide any more energy down the line because its supply had reached 
capacity.  I am not an electrical engineer; I know nothing about it.  However, that issue was acknowledged at a 
meeting in the Toodyay Memorial Hall by officers from Western Power.  I said I would be brief but I have 
spoken longer than I promised.  As our leader said during his address tonight, this disaggregation may not be a 
panacea for all of Western Power’s problems.  However, Hawthorn won that crucial match to which referred 
earlier, after Alan Jeans had said his piece.  I do not know whether it was because of the expletives he used or the 
passion in his voice when he said, “Just do something.  I don’t care what you do, just do something”.  I am 
saying likewise: we cannot do nothing; we must do something.  We must monitor closely what we do and we 
must give it a go because the system we have now is no good.  I implore members to get on with the job.  If there 
are some problems with the new system, we should seek to genuinely fix them with goodwill from all political 
sides.  I will support amendments to the legislation if they are required to instigate any remedial action further 
down the track.  We must provide people in the bush with guarantees of continuity of supply.  This proposal 
must be much better than what exists now.  

MR G.A. WOODHAMS (Greenough) [9.22 pm]:  I will seek the indulgence of the house and use some more 
football analogies: it is probably 20 minutes into the last quarter!   

Mr G. Snook:  Ooby, dooby!  

Mr G.A. WOODHAMS:  Indeed.  We are a significant number of goals behind!   
However, part of the solution is in place, although as my National Party colleagues have detailed, not all of the 
solutions are to our liking; therefore, the Nationals will move some amendments to the bill during consideration 
in detail.  As members indicated earlier, some among us have grown up in communities in which no electricity 
network existed.  One of our first memories of the supply of electricity was the 32-volt generator, and then our 
graduation to the 240-volt generator.  Some of us had the luxury of the 240-volt generator, which started when 
the lights were turned on at night.  Unfortunately for this 80-pound gorilla, on one occasion that did not happen 
when we turned on the lights.  Consequently, I was given the task of starting the generator, but this 80-pound 
person could not start it.  I went back into the house and my father went out to start it.  He is blessed with a set of 
false teeth and when he was cranking up the handle of the 240-volt generator, it came off and whacked him in 
the mouth and his false teeth went in two separate directions.  Fortunately, the 240-volt generator started and he 
was none the worse for wear; furthermore, his false teeth were glued together with Araldite.  I do not doubt that 
he has that set of teeth to this very day.  
I can remember my first experience with the State Electricity Commission, as it was in those days, when I was 
driving to Perth in the FV Holden, the model which followed the FC Holden and which preceded the EK Holden 
- in case some members in this place like to indulge in eras gone by.  As we drove underneath the SEC wires 
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during that drive to Perth, the ABC radio station - the only station we could tune into - suffered interference.  
Fortunately, in the early 1960s most of the wires were held up by brand-new poles.  Some of those poles are 
probably still in the same place and need to be repaired.  I am sure members are familiar with that scenario.   

A trend that was mentioned earlier evokes my passion in this debate.  It is true that people in regional and rural 
communities have invested a considerable amount of their own money in their own electricity generation plants 
because they believe those plants are more reliable than the Western Power network.  They are more than 
prepared to spend significant amounts of their money on their own power generation.  As a result, when the 
network fails, they have an instant backup.  Some of those people, whom we know well, are astute enough to 
anticipate a problem with the power system.  As the member for Moore mentioned, when the temperature starts 
to climb, they use their backup system to guarantee their supply.  Those members of our rural communities are 
being discriminated against by our current system.  I hope the minister recognises that discrimination and is 
prepared to do something about it.  

During the estimates committee hearings the Treasurer responded to a question I asked about the rural power 
improvement program.  I was concerned about the way in which the allocations of money will be applied.  On 21 
June, during the third reading debate of the Appropriation (Consolidated Fund) Bill (No. 1) 2005 I asked the 
Treasurer to elaborate on which areas of this state that were part of the south west interconnected system would 
be eligible for the rural power improvement program.  I seek the indulgence of the house by reading from 
Hansard of Tuesday, 21 June when, by interjection, the Treasurer replied - 

They -  

I presume that means Western Power - 

make an assessment based on the commerciality of the investment.  There are some areas in which they 
do not get a return on the investment, so those areas miss out.  

I repeat -  

. . . those areas miss out.  That is what the rural power improvement program is about.  It is about non-
commercial investments in improving reliability. 

That is something of a contradiction in terms.  If the rural power improvement program is about helping 
communities, investing in them and providing them with upgrades to their power supplies, I do not see how all 
those communities can be eligible simply because they are commercially viable.  The member for Cottesloe very 
accurately referred to the remoteness of our communities and described the distance between communities as 
extreme; consequently, the delivery of appropriate and reliable power generation to those communities will 
probably never be a commercially viable operation.  Nonetheless, the provision of those services certainly 
provides social equity to businesses and individuals in those communities, no matter how far away they might be 
from the origin of power.  I support my colleagues in their quest to ensure that the rural power improvement 
program is not just about allocating $12 million a year for the next four years for a total of $48 million; a 
commitment should be made to continue to provide our regional and remote communities within the SWIS with 
the best power system possible in Wester Australia.  While I am talking about that, I also hope that, in its 
disaggregation, the government empowers those who invest in solar, wind, bioenergy or water energy projects.  
As you would be aware, Mr Acting Speaker (Mr P.W. Andrews), there are several significant wind farms at 
Esperance, Albany and Shark Bay near Denham, and the latest is at Mumbida, 40 kilometres south east of 
Geraldton.  If these alternative power generation schemes are to be successful, the government needs to 
acknowledge that and provide opportunities and incentives in disaggregation for those who believe that these 
alternative systems can provide benefits to us in the future.   

I echo the comments of the member for Cottesloe that we need a vision of how this state, particularly the south 
western corner of the state, can be - to make a play on words - empowered to develop a range of different 
approaches to energy generation.  I believe they are critical because of the small communities in Western 
Australia and the great distances between them.  In principle, I agree with the disaggregation of Western Power, 
but I am worried about the inequity that that might deliver to the communities that I represent in the seat of 
Greenough.  I would be particularly concerned if - I emphasise the word “if” - those responsible for providing 
power in a deregulated future did not recognise the needs of many small rural communities.   

I will also echo some other comments, which I think were very valid and valuable ones to put to the house.  The 
major issues that interest most people in Western Australia are the reliability of power supplies and improved 
infrastructure.  Members will agree that they have heard about those two issues hundreds of times in our talks 
with constituents.  There are 600 000 power poles.  That should not be the issue before the house at the moment, 
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but they are critical to the future of many small rural communities.  If disaggregation can guarantee the continual 
upgrading of our power infrastructure, I support it.   

Finally, I will make a couple of comments about the national electricity market, which has been described as 
joining together the four major eastern states, plus the Australian Capital Territory.  I do not believe there is a 
model there for what I am talking about, and I have taken a narrow focus on delivering power to small rural 
communities.  I believe we could learn some lessons from the mistakes made, particularly in Queensland.  
However, I do not think we should look to or borrow from that model.  I am sure that the minister has read the 
literature.  I am also in concert with other members in this house in saying that the overseas examples that have 
been quoted to us are of communities, states or governments that have a community, state or government next to 
them that provides a significant source of power.  We do not have the ability to link into that.  We have a very 
small system.  It is a small system that is dominated geographically by a range of small communities that need to 
be recognised in the proposal before the house.  My fear about the proposal is in the same sense as my fear about 
the electoral reform bill; that is, that it will disfranchise people in small rural communities in much of the south 
west of Western Australia.  In supporting the bill, I, along with my National Party colleagues, will support some 
amendments to the bill.   

MR D.T. REDMAN (Stirling) [9.34 pm]:  A couple of comments were made by the members for Moore and 
Greenough about a little of the history of the delivery of power to very remote farms.  I will reflect on a bit of 
history in my family.  In my maiden speech I mentioned that my grandfather died at the start of last year as a 
result of an accident on a farm.  He was 92 years of age when that occurred.  When he was about 85, his farm 
changed from the old 32-volt power supply to a 240-volt power supply.  I remember that before that happened, 
when he was 85 years of age and a little frail at that time, he had a lot of difficulties starting the old lister.  In 
fact, after a number of attempts, he still could not get it going.  Once he wore himself down at that age, it was 
very difficult to get those things going.  He knocked a piece of tin off the side of the shed, tied a rope around the 
flywheel of the lister and onto the back of the ute and got my grandma to drive off.  Of course, the flywheel got 
going and he dropped the decompression lever, and that is how he solved his problem.  That puts in perspective 
the important things in life in those places.  The family pushed him pretty hard to change over to the then State 
Energy Commission grid.  The farm was on a 32-volt power supply for many years.  My grandfather did not 
change to the SEC grid, and the reason he gave for that was reliability.  He was not sure that he could get more 
reliability out of the state energy system than he could get out of his own generation system.  I use that to 
highlight the fact that reliability is at the top of the list of the requirements of rural people.   

I will focus specifically on my electorate.  Other members of the National Party have talked about other issues 
with Western Power, including procurement and generation matters.  I will highlight some of the opportunities in 
the great southern area in particular.  I have mentioned on a number of occasions in this place the opportunities 
that are occurring and that will arise in the great southern area.  All those opportunities rely very heavily on a 
reliable and cost-competitive source of energy.  I have mentioned the Frankland River area, and I will elaborate 
on that in a moment.  The Fletcher group’s abattoir in Narrikup, which employs about 400 people, is a big user 
of energy.  Woodchipping is happening.  There is a lot of expansion in the woodchipping industry in the region.  
Mining is on the cards in the area.  With the changes in the national price of iron ore, there is every likelihood 
that that will be up and running.  I will refer to milk manufacturing in a moment.  People are talking about a 
microbrewery in the region.  I know that another member mentioned that sort of opportunity in his region.  A 
cheese factory is operating in the area.  A timber processing opportunity will come up soon.  There are huge 
opportunities in the region.  Of course, all these opportunities rely on a reliable and cost-competitive source of 
energy.   

I will pick out one particular example of dairy farmers in the Narrikup area.  The impact on dairy farmers of the 
deregulation of the dairy industry has been mentioned in this house a number of times.  The prices have dropped 
considerably, to the point at which it is very hard for those people to make ends meet and draw up a balanced 
budget.  These people in the Narrikup area have taken the next step.  They have decided to do some 
manufacturing and value-adding themselves by producing bottled milk to sell directly to the market.  I looked at 
their facility recently.  They are in the early stages.  They are now able to pasteurise and homogenise milk.  They 
are producing a number of milk products that they are selling to some of the regional supermarkets in the area.  
They are selling those products at prices that are 15 to 20 per cent higher than some of the bigger producers are 
selling them for.  However, they are selling a considerable amount of the milk because of the quality of the 
product and their quality standards.  They rely on Western Power as a supplier of energy to run not only their 
dairy but also their factory.  They have had a number of concerns and problems with the reliability of that 
supply.  If the power goes out in the process of pasteurising milk, they have to dump thousands of litres.  They 
have had a number of occasions on which they have had to dump thousands of litres of milk simply because of 
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the unreliability of the energy supply to their facility.  I make the point again that reliability in those industries in 
the regions is absolutely critical, and is probably more important than price for those people.  The benefit of 
improved reliability is increased productivity in that facility, and encouragement for the business.  They are 
doing the right thing for the region in producing a value-added product that they are marketing locally, and they 
will expand that market where they can.  Reliability is critical. 

I mentioned a while ago that I would talk about the Frankland area.  I have raised this area a number of times in 
this place, because it is booming.  It is out of the way; not that many people drive through Frankland, unless they 
are on an east-west course, perhaps from Bunbury to Mt Barker.  There are something like 2 000 hectares of 
vineyards and 600 hectares of olive groves in the area.  The area has a greater demand for energy now because it 
has a number of wineries, and the olive company has a production facility there.  The powerlines serving the area 
were only ever meant to serve a small number of farmers in the early days, and now there is a huge demand for 
improvement in the capacity of those lines so that those people are able to maintain industries into which they 
have put a lot of money.  I think I mentioned before that something like $180 million worth of private investment 
has gone into that area in the past five years.  I wrote a letter to the minister about my concerns for the Frankland 
area, and I have received a response. Although the response addresses some of the issues of reliability and 
improvements to some of the services, it does not look at the issue of the capacity.  I will provide some 
examples.  I am sure the minister would have had some recommendations from his department.  Firstly, new 
voltage regulators are to be installed at Mt Barker to improve the voltage profile of the Frankland area.  
Additional reclosers and radio communications devices will be installed in the Mt Barker area as part of phase 1 
of the rural power improvement program.  Phase 2 of that program will provide additional network extensions in 
the Mt Barker area and near Frankland.  This work is scheduled for completion in 2007, which is a little way off 
yet.  That is the only part of the reply that addresses the issue of supply capacity to Frankland.  The minister talks 
about additional reclosers and isolation transformers.  I am not that familiar with these things, but they are meant 
to improve the reliability and quality of supply.  My point is that the core issue of capacity in the Frankland area 
is not being addressed.  That will take some investment, and I hope that the minister’s rollout of infrastructure 
funds does not only target areas of population growth, but also looks at areas of industry growth.  I will pick up 
on that point a little later on.  Capacity is also an issue in some of these areas, and the benefits of improved 
capacity in that area will lead to regional business growth.  Business is booming in Frankland right now. 

I received a telephone call today from a constituent who is the director of a company developing the Warrenup 
Heights subdivision in Albany.  The company has obviously put a lot of time into this development.  It has been 
working with Western Power over a lengthy period, and waited months before receiving Western Power’s quote 
and costing for putting services into that subdivision.  As a response to that, the developers forwarded a cheque 
for $150 000 to Western Power so that power to the subdivision could proceed.  Western Power has advised the 
developers that it cannot supply the gear that is required.  The contractor cannot get a date for supply from 
Western Power and the person concerned has not been able to talk to anyone in Western Power and advise what 
is going on, or when the equipment will be supplied and power connected.  I raise here a concern about service.  
Here are some developers trying to carry out a development, which is very pertinent on the south coast at the 
moment.  There is huge population growth in the area, particularly close to the coast.  In this case the developer 
has put up $150 000 on the basis of a quote provided by Western Power, and has not seen anything for that.  He 
has some very serious concerns about it, and I will be taking those up with Western Power officials in my 
electorate, in the first instance.  The point is that there is an obligation on Western Power as an organisation to 
meet its responsibilities for connections for developers.  The benefit to the community in this case is once again 
regional development.  We should not stymie these activities; they need to be able to move along, to get people 
into the region and to stimulate growth.   

Another couple of constituent concerns have been raised with me recently, which would come under the 
collective heading of service to our community.  This is an important point from the perspective of Western 
Power, and it was mentioned earlier by the member for Roe.  The face of Western Power in our community 
needs to be soft, and present an organisation that can look after the needs of people who come to it with issues.  I 
raised an issue the other day about Western Power contractors moving in to deal with spraying and control 
around a particular powerline, and leaving a couple of tracks in this landowner’s paddock 15 to 20 centimetres 
deep.  It was clearly the wrong place to drive.  In addition to that, this paddock was quarantined for DDT, and 
there are restrictions on what can be done in that paddock.  Although the contractors in this case made the effort 
to try to contact the farmer, this was unsuccessful, and the work had an unfortunate impact on that person’s 
activities. If the contractor had made contact, the farmer could have found an alternative access route into that 
paddock that would have eliminated the problem.  I have another constituent whose property has a major 
Western Power transmission line running through it.  I understand that Western Power is putting in a lot of effort 
at present on fire control and making sure that there is a zone around the powerlines that will not catch fire in the 
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event of clashing lines.  On the title for my constituent’s property there is a requirement for a six-metre swathe 
for the powerline through the property.  Again, he did not have any contact from the contractors, and in some 
cases a 23 or 24-metre swathe has been taken out.  He has some concern because in this case the powerline goes 
through an area that acts as a buffer between the place in which he wants to live and some other areas in the 
vicinity.  Taking out more than is prescribed is of concern to him because it has a big impact on his buffer zone.  
He does not have too many concerns with what Western Power was doing but the way in which it has dealt with 
him has got his hackles up.  The public front of Western Power, and the contractors in some cases, could be 
softened a little.  The benefit of that would be happier customers.  

I have mentioned issues of fire risk a couple of times.  I know that fire risk was raised by the member for Wagin 
a little while ago.  A big one that happened in my electorate not very long ago was the Tenterden fire, in which a 
couple of people died.  A coronial inquiry following that fire came back with a number of recommendations.  I 
am pleased to say that, in answering my question about my concerns about the power at Frankland, the minister 
indicated that a lot of work is going into monitoring the powerlines down there.  Helicopters have been used to 
determine what changes need to be made, and where additional power poles are needed.  Some 500 new poles 
have been put in.  In some cases they are intermediary poles, which solves the issue of sagging powerlines and 
reduces the risk of fire.  I acknowledge that a lot of work has been done in that area.  A number of 
recommendations came out of the coroner’s finding, and a lot of them relate to processes for monitoring 
maintenance in Western Power.  These need to be acknowledged and acted upon.  I hope that in the restructure 
of Western Power Corporation these issues are addressed, because people have gone to a lot of effort.  It has 
been a very sensitive issue for a community that has gone through a tough time and does not want to go through 
it again.  The relevant local government zone of the Western Australian Local Government Association has 
moved a unanimous motion to request Western Power to act on the findings of this report.   

In summary, if certain guarantees are given the National Party will support the second reading of this bill.  It will 
move amendments in consideration in detail to future-proof the network, to use the words of the Leader of the 
National Party.  The reliability of the network is the key issue.  There must be a cast iron undertaking to ensure 
that regional Western Australian consumers have a reliable, safe and competitively priced electricity source.  
Without these guarantees, the National Party will not support this bill.   

MR P.D. OMODEI (Warren-Blackwood - Deputy Leader of the Opposition) [9.51 pm]:  I will indulge 
members with some anecdotes of recent times.  In Pemberton in mid-May the Southerners were playing football 
against Deanmill, their arch rivals.  The umpires were experienced people, one of whom was Robbie Doust, with 
whom I played football more than 20 years ago.  He is approximately 60 years of age and is still umpiring 
football, after having played in excess of 400 games.  It was a typically wet May day with a little bit of sleet and 
hail.  At the end of the match an urgent message came through for Robbie, calling on him to go to Northcliffe to 
attend to a power pole that had failed.  This guy lives in Bridgetown and as a linesman he had to go all the way 
to Northcliffe in the dark to repair that line.  Obviously he got home at some godforsaken hour.  I take this 
opportunity to pay tribute to the linesmen, who go out in all kinds of weather.  Their workload has increased in 
recent years because the infrastructure of the power system is deteriorating.  They work well and truly beyond 
the call of duty.  They may get paid for it, but I dare say they pay a huge amount of tax on the overtime they 
receive for those call-outs.  However, they and the whole power system have been let down by successive 
governments.   

I recall a few years ago when, in the middle of summer, a powerline went down in a neighbour’s property where 
two horses were trapped between the fire and the fence.  The powerline had fallen across the wires.  I was 
driving down the road at the time and stopped to assist.  Trying to open an iron gate with two little pieces of 
wood and getting the chain back over the knob, which takes some effort under normal circumstances, was very 
difficult.  Fortunately, we saved the horses and put out the fire.   

I will get to the serious part of this legislation to let members know where I sit.  I hear the concerns of rural 
members and I share those concerns.  They are concerns that I expressed in the debate on the 2003 bill.  As a 
matter of fact, I was quite strident during that debate and I said that until the government was able to give a 
guarantee that the network in regional rural Western Australia was upgraded to provide reliable power, I would 
oppose any such legislation that was brought into this place.  What has changed?  One of the early things I learnt 
in this place is that one needs to be able to count.  When I count the number of members opposite who vote, it is 
far in excess of the number on this side.  Therefore, no matter how good my speech is tonight, we will not win 
the debate based on the numbers.  I am disappointed that few members of the Labor Party have listened to this 
debate, although, to his credit, the minister has sat through the debate, and that is his job.   

A number of things must happen before we get reliable power in Western Australia.  The first thing that comes 
to mind is that we must get our industrial relations system right.  Only a couple of months ago a strike took place 
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at Wesfarmers Premier Coal Ltd in Collie; it extended beyond a month.  I do not think it is common knowledge 
that Wesfarmers was down to six days of coal supply before that strike concluded.  However, Griffin Coal 
Mining Company Ltd had some coal stored underground because it was trialling an export market.  Members 
will recall that it was about the time when there was a suggestion that coal dust was contaminating woodchips in 
the Bunbury port.  Obviously the two coal companies worked together to avert what could have been a serious 
situation.  At that time, the union movement was striking for particular reasons.  Now they have all sorts of 
reasons to strike.  They claim to strike now because of the federal Liberal government’s industrial legislation.  
Industrial relations is one thing we have to get right.   

What else has changed?  There is a realisation that the huge amount of money that is needed to be put into the 
grid will not become available overnight.  Regardless of whether we go forward with the disaggregation of 
electricity, the power supply will be unreliable in regional Western Australia.  We need to be honest and 
pragmatic and to accept that that is what will happen.   

We know there are between 400 000 and 600 000 power poles in Western Australia and that approximately 
3 000 will be replaced this year.  Many of those new poles will be imported into the state.  At that replacement 
rate, it will take 200 years to replace all the poles.  Obviously many of them have been changed over recent 
years.   

We need to progress this legislation.  Obviously the government is intent on doing so.  The legislation has the 
support of the Chamber of Commerce and Industry and the Chamber of Minerals and Energy.  There is no doubt 
that the legislation will bring competition and efficiency; I am not sure about whether it will bring reliability.  
The government wishes to progress this legislation and it has at least taken the time to comprehensively brief 
members of the opposition.  It is interesting that the board of Western Power is keen for this legislation to 
progress through Parliament.   
My experience in these areas is limited.  I was the Minister for Water Resources for two years, and after my time 
the previous government corporatised the Water Authority by setting up the Water Corporation, the Water and 
Rivers Commission and the regulator.  I do not think that the split-up works perfectly, but it has created some 
efficiencies in certain areas.   
I am reasonably happy with two things, but am still not completely satisfied.  Following pressure from the 
opposition in the past couple of years, the government has committed to providing $1.8 billion over four years.  
It is interesting that governments always make the announcement using the totality of a four-year term.  It sounds 
more - $1.8 billion sounds a lot more that $400 million.  In addition, there has been a further commitment of 
$400 million.  Therefore, the state government will spend $550 million a year on capital and the network.  The 
important thing for regional rural members is to ensure that a significant percentage of that money is spent in 
regional Western Australia.  I suspect that it is nowhere near enough.  At the same time, I am a realist and I 
cannot see the government finding a billion dollars overnight to embark on a massive rejuvenation of regional 
infrastructure.  At the same time, the government must realise the urgency of that situation.  It does not matter 
whether the National Party moves motions calling for a guarantee, in all reality I do not think the government 
can give that guarantee if it wants to be honest in this situation.  We need a commitment from the government to 
spend more money on the infrastructure.  If it does not, we on this side will be on the government side in three 
and a half years and we will have to fix the situation.  The test will be placed on us.  The funds allocated are still 
not quite enough, but one cannot say that $2.2 billion is an insignificant amount of money. 

I am also interested to see how the Economic Regulation Authority will report and take evidence from the 
community and whether the government will take notice of the Economic Regulation Authority.  Its role in this 
disaggregation project is vital.  That is where I will complete this debate.  We will be watching.  There are 18 
Liberal members of Parliament on this side of the house representing rural electorates around Western Australia.  
We all have significant power problems and, as the member for Stirling said, I have in my area Margaret River 
and Pemberton-Manjimup which are important wine-growing areas.  A couple of months ago my neighbour Bill 
Panel was sitting at my breakfast table, and he had been without a power supply for more than 20 hours.  He was 
very nervous and agitated, and said he could not emphasise how important it was that I get in touch with Western 
Power to ask it to put the power back on.  As it turned out, Bill had in excess of $500 000 worth of chardonnay 
in store, the temperature of which was rising and was up to about 19 degrees.  At 21 degrees a wild ferment 
could have taken place, which would have destroyed the whole $500 000 worth of chardonnay. 

Mr M.J. Birney:  It sounds like the state cabinet room. 

Mr P.D. OMODEI:  A step in the right direction would be for the Parliament of Western Australia to give 
Picardy Wines a ring and order some good merlot and chardonnay for the parliamentary bar.  By chance, I knew 
a fellow who used to run Western Power at Margaret River, Brian Zanich, who is currently the troubleshooter for 
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Western Power all the way from Mandurah to Ravensthorpe.  Fortunately, I rang him at seven o’clock that 
morning and he was able to find a linesman who was chasing about 10 different power outages on that Sunday 
morning, and power came back on within 20 minutes.  That batch of wine was saved.  That is the kind of 
problem facing regional Western Australia, whether it be a winery or a cool room.  The south west corner 
produces approximately 50 per cent of the state’s fruit and vegetables, and they are required to be kept cold.  If 
our fantastic Pink Lady, Sundowner and the beautiful Fuji apples are in a cool store and the power supply goes 
out for in excess of 24 hours, that creates significant problems for those growers.  I cannot overstate those 
concerns, except to say to the minister that we, on this side of the house, are prepared to support this bill given 
that we believe that there will be more competition and the system will be more will be more efficient, but I am 
still not convinced about the reliability aspect.  However, given that the state government has committed 
$2.2 billion, which is not an insignificant amount of money, for capital works and for the grid, the minister 
should be cognisant of the fact that the power system, the line system in particular, in regional Western Australia 
has been rotting for the past 25 years, and it is now rotten.  No matter where one goes, one sees power poles that 
have been stabilised by steel stanchions that have been driven into the ground on either side of the power poles.  
At any given time I could show the minister at least four power poles near Mandurah, and on the Dardanup strait 
in the dairy farmer centre pivot, that are leaning at such an angle that they are about to collapse.  One of the 
reasons they have not been fixed at this stage is the lack of manpower and the lack of linesmen.  The 
government, in passing this legislation, needs to ensure that the concerns of people in regional Western Australia 
are responded to.   

MR A.J. CARPENTER (Willagee - Minister for Energy) [10.04 pm]:  Firstly, I thank everybody who has 
spoken.  In particular I thank the Leader of the Opposition, the member for Kalgoorlie, and the shadow Minister 
for Energy, the member for Leschenault, for their support of this legislation and for the work that they have done 
to encourage the members of their party to support it.  I am very appreciative of that fact and the end result will 
be good for everyone.  I said today that this is one of those occasions on which pure politics have been set aside, 
and what is deemed by people on both sides of the house to be in the best interests of the state has been made 
paramount and has been pursued.  That is a good thing.  The Leader of the Opposition said he had made it clear 
when he became the Leader of the Liberal Party that there would be times when he thought the government was 
doing the right thing and he would be prepared to say so publicly and support that.  This is a demonstration that 
he is good for his word in that regard.  I want to put that on the record.  This is a very important piece of 
legislation. 

Mr M.J. Birney:  I would appreciate it if you didn’t praise me too much. 

Mr A.J. CARPENTER:  This is one of those rare occasions when we find ourselves able to do so.  I will refrain 
from hereon in.  Anyway, it is a good thing.  This is a very important piece of legislation.  Not everybody thinks 
it is as important, but it is. 

The other thing I make clear right from the start - the member for Warren-Blackwood has made this point; I 
think also the member for Churchlands - is that this reform is not the panacea for every problem that our energy 
industry faces in Western Australia.  There will still be problems, but those of us on this side of the house, and 
the majority on the other side, think that something has to be done to address the critical situation that we have 
been facing in Western Australia with power delivery.  In the past couple of years there have been two terrible 
tragedies, which were probably preventable, which caused multiple loss of life, one at Tenterden and one at 
Wyndham, because of inattention to the fabric of the network over a long time.  Those two terrible incidents 
should signal to everybody that we are at a critical point, and we need to do something very significant to change 
the way in which we deliver power to consumers in Western Australia. 

A lot of issues have been raised.  I started off very busily at about 3.30 pm jotting down all the points that were 
being raised by everybody and trying to formulate some responses to them.  I must admit, I was a bit 
overwhelmed by the number of different issues that have been raised.  I will try to address them at least in 
general terms, and when we go into consideration in detail we will obviously be able to address some of the 
issues more particularly.  It was put to me in the past couple of weeks that if the Liberal Party was to support this 
legislation, it would require in return a guarantee from government that there would not be an increase in the 
tariff for domestic - that is, householders and small business - customers of Western Power.  After some internal 
discussion in government, we agreed that that was not an unreasonable demand.  In fact, it is actually a good 
thing.  It will assist the reform process itself and it will also keep pressure on Western Power.  The member for 
Leschenault asked me a direct question on whether Western Power had come to me in the context of formulating 
the most recent budget and asked for an increase in tariff.  Yes, it did.  Western Power put that scenario to us.  I 
will put it that way.  It was part of the discussion that the government should allow for a consumer price index 
increase.  After consideration of the matter, the government decided that it was not necessary, especially because 
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we are going through a reform process that we anticipate and postulate will lead to lower electricity prices and 
the introduction of competition.  We did not think it was necessary or indeed desirable to allow Western Power 
to increase its tariff at the beginning of that process.  Western Power needs to be kept on its mettle and placed 
under pressure.  That will be achieved in part by the capping of the domestic and small business tariff.  It also 
provides an assurance for people that they will not be adversely affected during what will obviously be a time of 
change.  I think that that level of assurance should be provided now.  I give that guarantee from my point of view 
and with the support of the party and the Premier that there will be no increase in the domestic or small business 
tariff in the current budget period, which is the four-year period to 2009. 

The confluence of events after that time will be quite interesting.  We will accept an amendment put by the 
opposition that the legislation incorporate a review of the timetable for the introduction of full retail 
contestability, which we anticipate will occur shortly after 2009.  I believe that will occur after the new market 
arrangements have settled down.  I believe also that there will be enough market pressure to push the price even 
lower.  The renegotiation of the coal contracts that Western Power is undertaking will occur during that time 
because most of those contracts expire in 2010.  It is anticipated that Western Power’s fuel prices from coal will 
be significantly lower from 2010 onwards.  The stabilisation during the period of change to 2009 will lead into a 
period during which we anticipate hopefully significantly lower prices.  Just putting the cap into place and 
continuing what has become almost a tradition in Western Australia over the past 10 or 13 years of not 
increasing the electricity tariff will mean a continuation of real savings. 

I must inform members that the forward estimates in the budget that was brought down earlier this year were 
premised on no increase in the tariff.  That was already factored into our budget.  We are now formalising that in 
a public affirmation that there will be no increase in the domestic or small business tariff until at least 2009.  
That is the length of the guarantee. 
I will make one other preliminary comment.  We have heard a lot about reliability of supply, the performance of 
the organisation and the deterioration of the distribution network and so on.  If anybody believes that this 
deterioration has happened only in the past five years, they are kidding themselves.  There has been a long period 
of under-investment in Western Power’s network.  That period stretches well back into the previous government. 

Mr D.F. Barron-Sullivan:  How do you draw that conclusion?  We sought comparable information to 
determine if that was the case and we were told that there is no comparable information available. 

Mr A.J. CARPENTER:  I will provide the member with some data in a moment.  I think that the member for 
Leschenault and I were introduced into political life at the same time.  The member for Avon may well have 
raised issues about the lack of investment in the regional power network while he was a member of government.  
There has been a long period of a lack of investment.  Over the past couple of years we have started to redress 
that situation.  Western Power has had no clarity whatsoever and very little accountability in its budgeting. .  
This year, and I think last year under the previous minister when Western Power made its budget request, I asked 
to be told how the money would be spent and what were the benefits it would deliver.  The initial presentation 
provided none of that information.  It was simply a case of Western Power telling the government it would like 
the money and that Western Power would tell the government on what it had been spent after it had been spent.  
That is not the way to operate the budget of a major utility.  We have tried, and I think with some success, to 
produce more clarity and accountability in Western Power’s budget.  This reform process will introduce a lot 
more accountability.  Historically we would have liked to have seen, and obviously presently we would like to 
see, more accountability on its network spending.  The model that we are now putting to Parliament will provide 
that ability.  That organisation will be a stand-alone organisation that will be subject to the rigours and the 
oversight of the economic regulator. 
I have made some notes to address the different points that have been put to the government.  Various members 
have questioned the government’s commitment to delivering an improved and more reliable network.  Through a 
four-point process, the government is implementing a strategy to improve safety, reliability and the quality of 
power supply to Western Australian customers throughout the state, including in the wheatbelt.  The restructure 
of Western Power will include record investment in the electricity network infrastructure; a strengthened 
regulatory framework; and the establishment of other initiatives to improve supply to customers, including a new 
customer protection framework; and measures to ensure generation adequacy. 

The restructure of Western Power will provide major benefits to the network customers because it will establish 
a separate network corporation with its own dedicated board and management that will be held accountable for 
network performance, reliability and safety.  It will establish a new regional power corporation focused on 
service delivery outside the south west interconnected system - SWIS - and funding certainty will be provided 
through the transparent tariff equalisation fund.  It will facilitate private sector investment in generation, which 
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in turn will free up a substantial amount of capital for the government to invest in the network infrastructure.  We 
have capped the level of generation Western Power is allowed.  If it wants to invest more, it can by replacing 
what the member for Avon said was rubbish stock.  It can be replaced and made more efficient, but, by capping 
the generation capacity, we are introducing and allowing competitive operators and providers of generated 
electricity into the market. 

I have said that record investment would be spent on the network and infrastructure.  The member for 
Leschenault said that the government had starved the network business of funds.  I think that was the phrase he 
used.  That is what I wrote down.  The government is undertaking a historic level of investment in electricity 
networks and infrastructure in this state.  In 2005-06, the government has approved a $2.23 billion program of 
capital and operating expenditure.  This program is more than $400 million more than the $1.8 billion capital and 
operating expenditure program approved in the 2004-05 budget. 

I have said also that we want to improve performance.  We have some key priorities that we put to Western 
Power.  The first is to urgently improve the safety of infrastructure throughout the electricity network.  I have 
touched on two of the tragedies that have occurred.  We will develop the infrastructure required to support the 
state’s fast-growing economy and new residential loads.  There has been some discussion about that.  It is an 
inescapable area of expenditure because the state is growing, and we must match the spending on that growth.  
New initiatives will target reliability black spots.  Some reference and acknowledgement has been made that 
network service problems must be addressed as a priority.  It would and should be noted that, in 2005-06 alone, 
the network’s capital expenditure will be more than $400 million.  That compares with the network’s capital 
expenditure - member for Leschenault - of $200 million in the 2000-01 budget. 

Mr D.F. Barron-Sullivan:  Break that down into expenditure of non-growth areas and growth areas. 

Mr A.J. CARPENTER:  The last budget approved by the previous government was for $200 million.  The 
member quite rightly raises the question of growth versus non-growth.  The growth area of expenditure is 
inescapable.  The state is growing because people keep moving to new subdivisions, and we must provide the 
infrastructure and power that they require.  The implication that there is insufficient expenditure on non-growth 
capital requirement must be considered.  The member for Leschenault was advised by Western Power that 
historically it is estimated that approximately 15 per cent of the network’s capital program was spent on non-
growth expenditure, such as asset replacement.  Under this government’s $2.23 billion program, approximately 
25 per cent of network capital expenditure will be spent on non-growth purposes.  Fifteen per cent has become 
25 per cent; indeed, the pie has become significantly bigger.  I understand the discussions about growth versus 
non-growth.  However, I have provided the figures and facts demonstrating the trend; that is, a higher percentage 
of a bigger sum.  It is not only a higher proportion, it is double the amount spent in 2001.  

Non-growth network capital expenditure is incredibly important.  It is where we patch up the problems that have 
accumulated over a long period.  The member for Capel requested a detailed overview of the regional 
breakdown of expenditure on networks.  The level of detail sought by the member is a bit beyond me at the 
moment.  However, as much as was possible, that information was provided in the briefings.  The National and 
Liberal Parties have had extensive access to that information.  I will table two documents that address this issue.  
One is titled “Western Australia’s Electricity Networks, Integrated Measures to Improve Network Services and 
Reliability”.  Included in that document is a table that outlines the network’s capital expenditure.  In 2005-06, 
total expenditure will be $400.4 million, of which $262 million will be spent in the metropolitan area.  The 
remaining $138 million will be spent in country areas - $93 million in the south country, $41 million in the north 
country and $3.8 million in the goldfields.  Of the $400 million, $138 million will be spent in non-metropolitan 
areas and $262 million will be spent in metro areas.  Various National and Liberal Party members asked whether 
the government would be spending money on regional areas to improve their electricity reliability.  The figure 
for 2005-06 is $138 million out of $400 million.  In 2008-09, which is the fourth budget year, the total figure 
increases to $426 million, of which approximately $208 million is non-metropolitan spending.  The proportion 
goes from 30 per cent to just under 50 per cent.  The figures speak for themselves.  I will table the document, but 
I want to read out the figures so that they are recorded in Hansard.  In 2008-09, of network capital expenditure, 
$218.3 million will be spent in the metropolitan area, $117.3 million in the south country zone, $85.9 million in 
the north country and $5.2 million in the goldfields.  Of the $426 million, approximately $208 million will be 
spent in non-metropolitan areas.  That is a massive shift.  That is happening because the government and I 
recognised that there are major network and supply reliability issues in country areas.  The issue had to be 
addressed; it could not be addressed.  Historically, it has not been addressed.  The member for Moore said that 
the poles have been allowed to rot for years and years to the extent that they fall over when they are caught on 
the roof racks of cars.  That is not something that happens in three or four years; rather, it is the result of years 
and years of no-one giving a stuff.  Ironically, now that a government is giving a stuff, it is being challenged.  
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The figures speak for themselves.  This process will make that expenditure much more readily accessible for the 
public and members of Parliament and provide much more clarity.   

The member for Avon was using much smaller figures when he was addressing this point.  He was not using the 
figures for capital expenditure.  He was using the figures for current operating expenditure.  I have a document 
that outlines the networks’ operating expenditure.  The figure for the networks’ operating expenditure for 
electricity distribution will increase from $89 million in 2005-06 to nearly $93 million in 2008-09.  That is 
broken down into south country, which will increase from $23 million to $27 million; north country, which will 
increase from $21 million to $22 million; goldfields-Esperance, which will increase from $2 million to 
$3 million; and metropolitan, which will actually decrease from $42 million to $40 million.  As the Leader of the 
National Party rightly pointed out, 55 per cent of the maintenance budget is spent in the non-metropolitan areas 
of the south west interconnected system.  The majority of the growth in capital expenditure, operating 
expenditure and maintenance is in the non-metropolitan areas of the state.  I do not know whether I need to say 
this, but just because a member of Parliament represents a metropolitan seat, that does not mean that he or she is 
not awake to or alive to the issues that face people in the non-metropolitan areas of the state.  These are issues 
that we need to deal with all the time.  It is clear that these issues are critical in those parts of the state.  To be 
honest, this is probably the first time in decades that an effort is being made to address these issues seriously.  
There is a lot of rhetoric about how governments are cutting funding and so on.  We should look at the historical 
picture and at what is happening now.  At last a bit of effort is being made to try to address these issues in 
country areas.  We need this reform process to make that effort clear to everyone.  Hitherto it has not been clear.  
Governments have just put in the money in the hope that Western Power will do the right thing with it.  We want 
to change that.  Networks will be a separate organisation, and the amount of money it requires, and its 
operations, will be oversighted by the regulator and will become much more accessible to us and to the public of 
Western Australia.  I table the two documents to which I have referred; namely a document titled “Western 
Australia’s Electricity Networks”, and sections of a briefing paper that has been provided to both parties on the 
other side titled “Networks Operating Expenditure”.   

[See papers 586 and 587.]  

Mr A.J. CARPENTER:  The introduction of the Economic Regulation Authority in this area will make a big 
difference to the energy industry in Western Australia.  I an certain of that.  The absence of that role and that 
office is one of the reasons that we have so many problems at the moment.  The Economic Regulation Authority 
is required to determine the spending requirements on the basis of need, not on the basis of who has the most say 
inside a monolithic organisation like Western Power.  It is important to note that, in the future, the Economic 
Regulation Authority will determine the expenditure requirements of the networks system to meet required 
performance standards.  It will not just be a case of a pot shot or a hit and miss where the minister drags in 
everyone from Western Power and asks them to tell him what they are doing and to hold up graphs and tell him 
what is good and what is bad.  The Economic Regulation Authority will require performance standards.  These 
standards, and the proposed networks expenditure program, will be the subject of widespread consultation with 
network users and other stakeholders.  We are trying to introduce some clarity and accountability.  The member 
for Leschenault was critical of the current reliability of Western Power’s networks.  We share that concern.  That 
is as reflected by the system average interruption duration index, otherwise known as the SAIDI.  The 
government is determined to improve network reliability.  That is why it is funding the $2.23 billion expenditure 
program, which will achieve a stated aim of a 25 per cent improvement in average reliability.  I take the point 
that the member for Avon made.  He said that if we tell the people of, I think, Koorda, that they will get a 25 per 
cent increase in the reliability of supply, they will laugh.  They would not laugh if we were to explain what it 
meant, because we are talking about a 25 per cent average.  The member for Alfred Cove mentioned Bicton, 
which is probably one of the most reliable network spots in Western Australia.  Certainly where I live in 
Melville the system does not go down very often, unless there is a tornado.  The people of Koorda are perhaps 
not in that lucky situation.  The aim will be to get the reliability of their supply to the same level of Bicton.  The 
improvement ratios will obviously be expected to be far greater in areas where the reliability is worse.  It is 
worth noting that Western Power’s average reliability, as measured by the SAIDI, is not that significantly above 
the Australian average.  Western Power advises that as a benchmark the existing national average, excluding 
low-voltage faults, is approximately 180 minutes.  Western Power believes its average reliability currently is in 
the order of 180 to 200 minutes when compared on a like basis.  Western Power is currently revising its 
methodology to calculate the SAIDI to include more low-voltage outages and include improved treatment of 
weather events.  It would be misleading to assume that the change in methodology for measuring reliability 
represented a deterioration in network performance. 

Another issue that has been raised relates to networks debt and the debt of Western Power’s organisations more 
generally.  A number of speakers questioned the extent to which the networks business will be allocated debt 
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after the restructure.  It is important to recognise that the Electricity Networks Corporation will have an 
appropriate commercial gearing.  It is consistent with a robust commercial framework, like all other regulated 
network businesses in other jurisdictions around Australia.  It is legitimate for it to fund capital investment with 
an appropriately commercial mix of debt and equity funding, and the detailed debt allocation will be determined 
in the final analysis prior to the disaggregation of Western Power.   

In relation to networks investment in regional areas and the reliability black spot initiative, the expenditure 
program will fund a new performance improvement strategy to address reliability black spots in the south west 
interconnected system, which will directly target the 20 worst performing Western Power lines in country and 
metropolitan areas each year.  The year 2005-06 sees $15.2 million allocated to provide significant 
improvements in reliability, through additional maintenance, undergrounding or replacement of lines and other 
solutions.  The 2005-06 program will provide direct benefits to more than 60 000 customers in more than 120 
country suburbs and 77 metropolitan suburbs.  The state government and Western Power are continuing to fund 
the four-year $48 million rural power improvement program to improve power supplies to the worst affected 
rural areas on the SWIS.  The program commenced in August 2004 and it is expected to improve reliability for 
approximately 43 000 rural customers.   
The performance of the networks system is also subject to a new regulatory framework under this legislation.  
The new networks corporation will be subject to a rigorous regulatory framework under the Electricity Networks 
Access Code.  The access code, which draws upon many years of experience in the regulation of electricity 
networks elsewhere, will be the primary tool in driving improvements to the services that are offered by the 
networks corporation as the networks services provider in the SWIS.  The access code will be independently 
administered by the Economic Regulation Authority, which is a significant improvement upon the essentially 
self-determined, self-managed Western Power arrangements at present.  The authority will determine appropriate 
performance benchmarks and service standards and take these into account in approving funding for the 
requirements of the networks corporation.   
Dr S.C. Thomas:  When will we know the benchmarks?   
Mr A.J. CARPENTER:  A submission is being prepared by Western Power to go to the economic regulator.  
The benchmarks are being developed and will be clarified before the end of the year.  The networks performance 
standards will be the subject of open consultation.  That is very different from the current situation.  This will 
provide the opportunity for users and other stakeholders to comment on the appropriate expectations of the 
networks service performance.  We will be able to make submissions on what we expect of the networks to the 
regulator.  The Economic Regulation Authority will undertake a comprehensive review of the service standards.  
That will ensure that interested parties will have at least two opportunities to provide submissions on these 
issues.  Such submissions will be published and taken into account by the authority in its decision making.  Once 
the access arrangement is in place, the code requires the authority to monitor the service provider’s performance 
against the approved service standards benchmarks, and to publish a report on its performance every year.  The 
code provides strong information-gathering powers to the authority for it to perform its role, and the publication 
of network performance data provides a strong incentive to the network service provider to achieve specified 
benchmarks.   
We have heard quite a lot of comments about the reliability and quality of the network.  The Leader of the 
National Party sought details on the proposed networks reliability and quality code, which is being developed by 
the Office of Energy.  This code will provide further certainty to smaller customers who consume less than 160 
megawatts of electricity per annum by guaranteeing minimum standards of reliability and quality for network 
services.  The draft code will be subject to public consultation, including regional stakeholder briefings and 
presentations - the member can be provided with one.  As part of this initiative, the recently announced customer 
reliability payment scheme requires Western Power’s networks division to make an $80 payment to eligible 
customers who suffer an extended outage.  The scheme recognises the impact of extended outages on customers, 
and provides an incentive for improved performance.  The reliability and quality code will be independently 
administered by the Economic Regulation Authority, and significant enforcement measures will be put in place 
to ensure code compliance.  We do not have anything along those lines at the moment.  We will put in place 
enforceable measures, including fines of up to $100 000 and, ultimately, licence cancellation.  There is a strong 
incentive for good performance.   

One issue we discussed with the Liberal Party related to the reinjecting of network dividends into networks 
rather than paying a dividend to the state.  The initial discussion concerned whether such a matter should be 
legislated.  My view was that not only should it not be legislated but also it was not a good model to pursue.  
People have discussed how much better off Western Power would have been if it had paid no dividend to the 
state.  I do not believe that that would be the case.  In fact, if Western Power’s networks division were not 
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required to pay a dividend, it would be less likely to be efficient than if it were required to pay a dividend.  For a 
start, the network is owned not by the government so much as the people of Western Australia.  They have a 
right to expect a dividend from a business.  They have a right to expect that business to be properly and 
efficiently run on business-like principles.  It should not be a big, fat, lazy, government-owned monopoly that 
sits in the middle of the industry and takes in money without ever having to pay a dividend to its owner.  It 
should not be that way, and it will not be.  It needs to be efficient and to be run on business-like lines, which 
includes paying a dividend to its owner - the people of Western Australia.  We did not go down the path of 
accepting the suggestion that the networks organisation should not have to pay a dividend.   

The government is committed to improving the reliability and performance of the electricity network.  We will 
commit to ensuring - these are important words, and may be held up to me or some future minister - that any 
network expenditure program approved by the independent regulator is funded.  The regulator will determine 
how much needs to be invested in the network, and the government will fund it.  We do not have to go down the 
path of allowing that organisation to maintain its dividend.  Even if it were run efficiently, it would probably be, 
at best, cost neutral to government, because by retaining its dividend, all it is able to do is pay off more debt, so 
the financial position would probably be held in the balance.  I think, though, that the more likely outcome is that 
it would become less efficient.  We commit to ensure that any network expenditure program approved by the 
independent regulator is funded.   
Mr G. Snook:  The regulator reports to you as the minister or to Parliament?   
Mr A.J. CARPENTER:  The regulator reports to the Parliament.  I hope that I see a copy of it!  The regulator 
will independently assess standards for network reliability and other performance requirements that the networks 
corporation must meet.  It will also determine the expenditure program that is required to meet those standards.  
It is a far cry from what we are doing now.  Here is poor old Minister Carpenter, who knows nothing about it, 
trying to argue the toss with the people inside Western Power about how much they need, and not getting much 
of a sneak inside the internal workings of Western Power and is almost totally kept in the doom and gloom in the 
nether regions, and suddenly the light shines and the economic regulator says that that is how much needs to be 
invested in the networks operation.  It is very different.  The government will ensure that funding is available for 
any capital expenditure program.  Obviously, that will happen no matter which party is in government.  It is 
important that the networks corporation pay a dividend.  It is important that the networks corporation operate as 
a commercial business to keep pressure on its board - it will have a board of its own - and its management to 
improve their performance and to operate efficiently.  The networks corporation will be a monopoly service 
provider - it will maintain its monopoly status - and must be subject to the discipline of not only the regulatory 
framework administered by the Economic Regulation Authority, but also a corporate governance framework.  
The board, not the government, will be responsible for recommending a dividend based on what it considers 
appropriate.  It is an important discipline of the board, which is responsible for investing billions of taxpayers’ 
dollars in network infrastructure.  Dividends are a legitimate return to the owners of a business - in this case 
taxpayers, the ordinary people of Western Australia - for their investment of scarce capital funds.  Other 
networks businesses in the national electricity market and other jurisdictions are all corporatised and pay 
dividends, and that recognises that businesses must recover their cost of capital.   

On the issue of prices and customer protection, statements have been made in the past few days about the 
legislation, cast-iron guarantees and so on, and we have addressed them.  There is agreement about that.  I think 
it is a good thing.  I have said previously that household and small business prices will not rise over the next four 
years.   

Mr C.J. Barnett:  That’s okay, but wasn’t the objective to lower prices?   

Mr A.J. CARPENTER:  Yes, but that does not mean that they cannot go down.   

Mr C.J. Barnett interjected.   
Mr A.J. CARPENTER:  Everybody has said that there is a lot of uncertainty about that issue.  The member for 
Alfred Cove may not be all that unrepresentative of the views and the state of knowledge of a lot of people in the 
community; that is, that Western Power will be handed over and prices will go up.  Now we are saying that 
prices will not go up.  The objective, obviously, is to push them down.  The expectation is not unrealistic.  
Figures were provided by one member opposite about the situation in Queensland and Victoria.  We have the 
coal contract levels coming on here.  Various other efficiencies should be able to lead us to lower prices.  I take 
the member’s point.  One member suggested an immediate 10 per cent reduction in prices.  That would make it 
very difficult to encourage competition, but over a four-year period we will reduce prices on a real basis.  Based 
on Australian capital city data for 2003-04, on average Western Australia’s electricity prices are high - in fact, 
the highest.  That has been one of the biggest obstacles for economic development in Western Australia, 
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especially in the south west, for a long time.  For domestic consumers it is 4.9 per cent higher than the national 
average, 19 per cent higher for general businesses, 12 per cent higher for small businesses, 16 per cent higher for 
medium businesses and 20 per cent higher for large businesses.  The government has already approved the 
Western Power budget for a four-year period from 2005-06, which does not include tariff increases, although 
there was a bit of initial discussion about that.  We are committed to ensuring that retail tariffs for small business 
and residential customers will not rise in that period. 

Electricity market reforms are the most important opportunity for real price reductions in Western Australia that 
residential customers have ever had.  The benefits of the government’s market reforms - or, should I say, the 
Parliament’s market reforms - have already been delayed by the opposition’s previous refusal to support the 
disaggregation legislation.  I think that has been recognised, and it is good that we have got past that obstacle. 

The member for Leschenault sought details on what the government is doing to safeguard customer interests.  
We have initiated a range of new network and retail customer service standards aimed at delivering better 
customer service to residential and small business customers.  Under the electricity reform framework, the 
Minister for Energy will continue to be responsible for setting the ultimate price to consumers.  The cornerstone 
for this is the continuation of the uniform tariff policy, which will continue to apply to the successor entities of 
Western Power in the form of government-regulated tariffs.  For the first time network operators and electricity 
retailers will be subject to an independent customer service code, which will prescribe what is acceptable 
network and retail behaviour.  As I said before, significant penalties will apply for non-compliance.  We have 
heard about the new energy ombudsman to be established in July 2005 to provide greater protection for 
residential and gas customers as they resolve disputes with retailers and network operators. 

The issue of adequate generation capacity has been raised.  In terms of ensuring sufficient generation capacity, 
the government’s independent market operator will have the key responsibility for ensuring adequate generation 
capacity on the south west interconnected system.  To achieve this, the operator will have a reserve capacity 
mechanism to ensure that the market operator will forecast the capacity required for each year against reserve 
margin criteria.  The concept of the reserve margin will actually alleviate a lot of the anxiety about capacity.  
Bids were sought for reserve capacity this year, and I think up to 2 400 megawatts were offered by potential 
bidders.  There is a lot of opportunity to get around the issue of peak demands and so on. 

Madam Deputy Speaker, I had better ask for a short extension so that I can knock off a few of these points.  Is 
that possible?  My time is very close to expiring. 

The DEPUTY SPEAKER:  In this instance a motion will need to be moved.  The minister does not get an 
extension. 

Mr A.J. CARPENTER:  I know.  I think we have had such motions about five times this evening, so everybody 
is happy about it. 

[Resolved, that the member’s time be extended.] 

Mr A.J. CARPENTER:  I thank members for their enthusiasm.  To ensure the state’s generation needs are met 
in the short term while the market is getting established, Western Power has recently procured 240 megawatts of 
peaking plant, and is currently procuring additional base-load capacity of between 300 and 330 megawatts to 
replace plant that is due for retirement over the next three years.  I think the Leader of the Opposition addressed 
the issue of the separation of retail and generation areas.  I know there are differences of opinion about it.  There 
were differences of opinion internally in Western Power about whether retail and generation should be separated.  
It is not true to assert that at no stage will vertical integration be allowed ever again.  After a period, both retail 
and generation will, if they seek to, be able to move into a vertical integration model.  However, in the 
meantime, while the market is being established, they will not.  They will be separated; that is, obviously to 
encourage more people into the market.  In internationally and even nationally comparative terms, Western 
Australia is a small market.  However, in that small market, Western Power is a massive player.  We need to do 
something about it to encourage people into our market.  There are actually benefits in not being connected to 
other states.  We have seen what happened in California.  That happened because California became reliant on 
power provided by other states, and did not invest in its own generation capacity.  South Australia blew it, 
because it went for full deregulation.  In Western Australia we have an opportunity that is enhanced by the fact 
that we are an enclosed market, rather than linked with anybody else.   

The successor entities must be separated to support the competitive market establishment.  No electricity market 
in the world has established a competitive environment while the incumbent remains vertically integrated, with 
90 per cent market share.  The competitive electricity market relies on the ability of the participants to adjust 
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their energy contractual positions by selling into or buying from this market.  This means they must be able to 
manage their market risk.  New players would simply not be prepared to face exposure to a trading market where 
a single entity overwhelmingly dominates both retail and generation.  The viability of the retail corporation and 
the generation corporation can be ensured whether the businesses are separated or not.  The vesting contracts 
will provide stable cash flows for the businesses as they manage the transition from the current situation into the 
competitive market.  Eventually, however, the generation and retail corporations will be permitted to sell and 
generate electricity respectively.  The Electricity Corporations Bill 2005 provides for this to occur as early as 
seven years after the bill is passed, with the minister to undertake a review after five years.  Through this 
mechanism, the bill sets out a clear process that provides reasonable opportunities for new entry in the short 
term, and a level playing field for the retail corporation and generation corporation once the market is developed 
and they have managed to survive against that big bad beast, Alinta.  

The Western Power restructure model was developed by the Electricity Reform Task Force to introduce 
competition into the state’s electricity market.  In 2004, the government undertook a detailed financial analysis 
of the four successor entities.  The analysis was the first and only time when integrated market and business 
modelling, consisting of detailed cash flow forecasts of business revenues and costs, and an analysis of market 
competition and key financial indicators, had ever been undertaken.  The financial analysis confirmed that the 
government’s objectives for the restructure were achievable, and that each of the four businesses would remain 
financially viable.  There would be no need for an asset write-down, and the new entities would support existing 
asset values.  Western Power’s debt would be borne by the successor entities.  We have touched on that issue.  
The state’s fiscal position would not be jeopardised by reform, and customers are expected to benefit from 
significant real reductions.  The details of this financial analysis have remained confidential because of their 
commercial confidentiality.  They could not be provided to the Parliament or third parties.  It is important to note 
that the generation and retail entities will inherit significant competitive advantages that will place them in strong 
commercial positions.   

I turn now to the issue of fuel supplies as a key determinant of lower generation costs.  I have actually touched 
on this a bit already.  The coal contracts that were written in the 1980s turned out to be most detrimental to 
competitive fuel pricing in Western Australia.  There is no doubt about that.  However, we are getting to the end 
of those contracts.  We are going through a renegotiation period, and the expectation, which will be realised, is 
that provision of coal will become much more competitive, and therefore much cheaper.  This is a good thing, 
and I know the member for Collie-Wellington also thinks so.  We have already seen the development of one new 
coal-fired power station by Griffin, which is a good thing.  Competition in the generation of electricity will place 
pressure on coal suppliers to be competitive.  Western Power is recognised as having very high coal costs.  Coal-
fired generation still comprises 60 per cent of the output of Western Power plant, even with the recent 
commitments to a gas-fired plant, including Cockburn 1, which was commissioned in 2003.  The development of 
a competitive electricity market, including the disaggregation of Western Power’s retail and generation 
businesses, will place increased pressure on fuel suppliers to improve their terms of supply.  That is happening, 
more or less, as we speak.  However, there is little likelihood of improved pricing or greater flexibility in fuel 
supply contracts if coal suppliers perceive that Western Power is protected from competitive electricity reform.  
The separation of the Electricity Retail Corporation from the Electricity Generation Corporation will enable and 
encourage the retail division to take energy from other generators.  A competitive pressure will arise. 

Western Power secured competitive gas supply arrangement with the North West Shelf joint venturers that are 
anticipated to last well beyond the next decade at very competitive prices.  We are very lucky to have such good 
supplies of gas.  The history of the development of the gas industry for fuel for the electricity market is one that 
Western Australia can be proud of.  We have done very well.  The favourable gas supply arrangements, in 
conjunction with the existing gas transportation rights on the Dampier to Bunbury natural gas pipeline will leave 
Western Power’s successor entities in a sound competitive position in respect of the Electricity Generation 
Corporation’s fuel supply for power generation and the Electricity Retail Corporation’s competition in the retail 
gas market for customers consuming more than one terajoule of gas per annum.   

The issue of the Dampier to Bunbury natural gas pipeline has been raised.  I need to become more familiar with 
it.  The recent announcement by the new owners of a $400 million increase in capacity has taken a lot of the 
stress from the argument.  The easement has been widened to allow for a third pipeline.  However, there are 
issues about the expense and so on.  It is not particularly germane to this legislation but it needs to be addressed 
at some stage.  The new Greens (WA) member for the South West Region is not here, but he was earlier.  
Renewable energy is a significant issue for us.  We created the target of six per cent renewable energy on the 
south west interconnected system by 2010 as part of the government’s election campaign.  I have been pleasantly 
surprised as the minister to have so many potential proponents of renewable energy come to my office and make 
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submissions.  They are very encouraged by the disaggregation of Western Power in the opportunities that it 
provides them.  They are looking forward to a much more receptive market for the energy they produce once we 
put in place the new model. 

Electricity reform provides significant opportunities for reducing greenhouse gas emissions by providing a better 
market environment to access monopoly infrastructure for low-emission technologies - including renewables, 
better generation and co-generation - with an independently administered Electricity Networks Access Code.  
There are greater opportunities for demand management and energy efficiency to participate in the market 
through the reserve capacity mechanism - which I touched on earlier - administered by the independent market 
operator.  The reserve capacity mechanism will play a very important role in the new energy scenario in Western 
Australia.  Greater opportunities for demand management and energy efficiency are overdue in Western 
Australia.  Strong incentives will exist for market participants, including retailers and large customers, to 
consider energy efficiency and demand-shifting options where cost-effective.  Electricity customers will have the 
ability to be informed of greenhouse gas emissions on electricity bills through the imposition of licence 
conditions.  Again, there will be clarity where none has previously existed. 

The restructuring of Western Power will provide greater opportunities for private sector renewable generators to 
participate in the market as those generators will be able to compete to supply renewable energy to the 
Electricity Retail Corporation on an open, competitive basis.  The Electricity Retail Corporation will be 
commercially motivated to purchase from any renewable energy provider on a fair and equal basis.  The 
government is committed to maintaining a government-owned entity with the capacity to develop important 
renewable energy projects.  Western Power’s current renewable energy operations will be established as a ring-
fenced entity with the capacity to develop important renewable energy projects.  Demand management is a 
critical part of the reform process, which allows electricity consumers to reduce energy consumption, and hence 
costs, and electricity suppliers to deliver electricity in a more efficient, cost-effective manner.  The electricity 
market will provide opportunities for the aforementioned types of demand management actions.   

I think I have overrun my time.  A lot of issues were raised and it is incumbent on the minister to do his or her 
best to address as many of them as possible.  I anticipate that we will go into a lengthy consideration in detail; so 
be it.  I have done my best to address most of the issues raised.  Obviously I have not addressed all of them and I 
have not provided the level of detail asked by some members.  It is simply impossible to do that in this format.  

I reiterate that this is a very important piece of legislation for Western Australia.  It will have a profoundly 
beneficial impact on the community.  I have not touched on the regional networks operation, which is very 
warmly welcomed by people in remote parts of Western Australia and which will deliver great benefits to them.   
I believe that the introduction of competition in generation and retail will deliver lower energy prices and better 
reliability in Western Australia, overseen by the regulatory authorities that will be in place and the access and 
reliability codes.  It is a vast change from the situation that was in place two years ago, one year ago, or even 
today.   
Once again, I thank members who took part in the second reading debate.  I know we have not finished with the 
debate on this bill.  I appreciate that there are diversities of opinion about this reform, but the member for Moore 
summed it up when he said that something has to be done.  The first day I was Minister for Energy was the day 
we had the worst pole-top fires in the history of Western Australia.  In a way I was lucky, because it crystallised 
in the minds of ordinary Western Australians that something needed to be done.  Perhaps the debate that had 
been going on, which they had been following only tangentially, was actually important.  An important reform 
process really needs to take place.   
We are not privatising Western Power.  We are not doing what the South Australian government did.  We are 
maintaining the four entities in public ownership, and that is very important, but we shall subject all but the 
networks arm to some competition - to the real world forces.  I support that.  I am a believer in competition and 
these competitive forces producing a better result.  I am absolutely confident that this will happen.   
In some ways, the agreement we reached with the Liberal Party hands the initiative over to it.  There are two 
scenarios here.  The first is that our reforms will deliver very significant reforms, and the vast majority of people 
believe that.  The Liberal Party can say it happened only because it supported it, and it can take the credit for it.  
If the doomsayers are correct and it turns out not for the best, they can blame the government by saying that it 
did not implement it properly.  We have struck a very good understanding, and I thank the members of the 
Liberal Party, particularly the leader and the spokesperson for energy with whom I have had a few disagreements 
over the years.   

Mr D.F. Barron-Sullivan:  About 50 000 of them.   
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Mr A.J. CARPENTER:  I hope I have been able to provide some reassurance to the members of the National 
Party.  It is in the interests of their constituents for them to support this bill.  When National Party members think 
about what they will tell their constituents, they should consider the response they would get if they told them 
that we had not changed anything.  We are not putting in place a perfect model.  There is no such thing.  
However, we are putting in place a much better model than we have at the moment and that is worth supporting.   

Question put and passed.   

Bill read a second time.   
 


