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Synergy � 
Mr P.B. Watson, Chairman. 
Mr C.J. Barnett, Premier representing the Minister for Energy. 
Mr J.K. Mitchell, Managing Director. 
Mr R. Fruin, Special Projects. 
Mr A. Gauci, Acting Head, Business Services. 
Mr R. May, Deputy Chief of Staff, Office of the Premier.  
[Witnesses introduced.] 

The CHAIRMAN: I call the member for Wanneroo. 

Mr P.T. MILES: I refer to page 691 of budget paper No 2 and Synergy�s asset investment program. Is any 
further detail available on the expenditure for the customer information and billing systems? 

Mr C.J. BARNETT: It is my understanding that Synergy is still in the process of implementing a new billing 
and customer record system. Hopefully, that will bring it up to world�s best practice. Obviously, electricity 
billing�it involves large numbers of accounts�is a very complex system. I will ask the managing director to 
provide some details on that project.  

Mr J.K. Mitchell: We are in the final stages of the implementation of a major customer information and billing 
system. We are using world-class systems and packages, which basically replace the systems that we had with 
Western Power. Western Power systems were great when they were integrated but we are looking for systems 
that can provide products and services that our customers need tomorrow, including demand management, bill 
smoothing and quite a number of other opportunities. We are looking at using that platform as a base to provide 
a lot of very good services and products to our customers in the future.  

Mr P.T. MILES: Will that billing service be easier to read and use a bit more plain English for people? I take it 
that it will not be the same as the old Western Power billing service. 

Mr J.K. Mitchell: We can design the bill however we like. At this point we are keeping exactly the same bill 
format but we will certainly be providing a lot more information on that bill. In time, we will be talking about 
network charges, environmental charges, how a household�s usage compares with other periods, how it 
compares with similar homes, what particular suburbs do and so on. We can certainly draw out a lot more useful 
information on that bill.  

Ms A.J.G. MacTIERNAN: This question may have been answered earlier. I am interested in the feed-in tariff. 
Is that administered through Synergy?  

Mr C.J. BARNETT: That is not in place yet.  

Ms A.J.G. MacTIERNAN: Will it be in place from 1 July? 

Mr C.J. BARNETT: No. We went through that before. A system will be set up. My guess is that a permanent 
feed-in tariff will probably start from 1 July next year. Ultimately, it will become part of the billing system.  

Ms A.J.G. MacTIERNAN: What is the reason for that deferral of a year?  

Mr C.J. BARNETT: We went through that in some detail earlier. The basic reason is that the proposal as it was 
foreshadowed did not hang together. It just did not work. The short answer is that $13.5 million was committed 
to the proposal to create a certain amount of feed-in electricity for a certain number of customers but the sums 
did not add up. It delivered about half what was anticipated. We are rejigging it. The system has never been 
brought in but we are now re-examining the proposal to come up with one that hopefully will be a permanent 
and sustainable feature.  

Mr A.J. SIMPSON: My question relates to page 691 of the Budget Statements and the increase in retail 
electricity prices in 2009-10. What is Synergy doing to help customers manage the recent and upcoming increase 
in tariffs?  

Mr C.J. BARNETT: We regretted having such a large increase in electricity prices. Most people understand the 
background to that. That debate has been held. At the time the government increased hardship utility grants for 
those people who need special assistance. The system of rebates is still in place. They are the compensations for 
those who have struggled to meet those higher payments. I understand that Synergy is also encouraging energy 
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efficiency. Maybe the managing director can comment on some of the energy-efficiency measures that are being 
promoted through Synergy.  

Mr J.K. Mitchell: We will shortly be announcing the use of advanced meters with an in-home display showing 
time-of-day pricing for a certain number of customers. We are looking at a behavioural trial in WA. This will be 
the first in Australia. We will look at providing customers with time-of-day pricing. One of the issues that we 
have is that we do not see what the cost of electricity is during the day. In doing so, we are seeking to provide an 
opportunity for customers to reduce their bill if they can turn appliances on at different times of the day and so 
on. We are looking at other energy-efficient opportunities. We have an energy audit that is being used as part of 
the hardship utility grant scheme whereby people look at how they can assist homeowners who are in financial 
distress or who have financial payment difficulties and so on. They look at weatherisation, use of compact 
fluorescent lamps, lights in the home and power strips. We had one example in which a gentleman was paying 
somewhere between $400 and $500 per bill. We were able to reduce it to about $100 to $150 per bill. 
Unfortunately, he was heating his home using a stove. We are able to provide positive assistance to these people 
through auditors going out and helping them. If people have their Synergy account, they can go to our website 
and look at their usage over the past 10 years. They can see when they bought the plasma television, when they 
put in the pool pump or the spa pump and so on. Our website also shows people how much they can save if they 
swap lights, change appliances and so on. We can show people how to help design a house according to the way 
the sun moves here in the west during summer or winter.  

Mr F.M. LOGAN: I have a further question to the issue raised by the member for Darling Range. It concerns 
pensioner concessions and the comparison between last year�s budget and this year�s budget. Last year it was 
proposed that electricity prices would increase 10 per cent this year compared with the current electricity price 
increases of 23 per cent. If we look at the difference between pensioner and seniors concessions and those two 
price increases for the forthcoming financial year of 2009-10, we see that there is a decrease in concessions by 
$13.9 million in the forthcoming financial year and $14.6 million in 2010-11. We see that as a cut to those 
concessions and therefore an increase in electricity prices for seniors. Does the minister agree with this 
proposition?  

[4.40 pm] 

Mr C.J. BARNETT: The concessions, to my knowledge, have not been changed. The major impact on 
pensioners, and others obviously, is the increase in the tariff rate; it is very substantial. I will not at this time of 
the day go through the reasons for that.  

Mr J.K. Mitchell: That was my understanding as well. The tariffs did go up and there was a commensurate 
increase in a lot of concessions and rebates across the board.  

Mr C.J. BARNETT: The gap would be greater because the price rise is more than the concessions.  

Mr F.M. LOGAN: Effectively, is the government saying that when comparing one price increase with the other, 
there is no increase in electricity prices for pensioners?  

Mr C.J. BARNETT: I do not think that has been claimed at all.  

Mr F.M. LOGAN: Is a pensioner going to be any worse off under the current tariff increase and the 
commensurate increase in concessions?  

Mr C.J. BARNETT: The pensioner is paying more in gross or net terms�if you take off any concessions or 
rebates; he or she is paying more because of the price rise.  

Mr F.M. LOGAN: To what extent?  

Mr C.J. BARNETT: There was an example in the budget papers. I do not know if the CEO can answer that.  

Mr J.K. Mitchell: On page 280 of the Economic and Fiscal Outlook, under �Expenses from Government to 
Public Corporations�, our energy rebate payment from government to assist pensioners in 2009-10 is 
$30.3 million, increasing to $35 million, $48 million and $61 million over the next four years. I cannot source 
the original numbers the member is talking about.  

Mr C.J. BARNETT: The gap widens. Electricity prices are going up quicker than the rebate, so there is an 
impost on pensioners. I recognise that. 

Mr F.M. LOGAN: That is how we see it as well; the gap widens.  

Mr C.J. BARNETT: I do not think anyone has denied that. That is recognised.  

Mr A.J. CARPENTER: In relation to the block of the forward estimates�as a way of getting into the 
question�is the Premier still intent on re-amalgamating Synergy with Verve?  
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Mr C.J. BARNETT: I am not intent on it. I have always believed, as the member for Willagee is aware, that the 
split was not the way to go. That is being looked at. I am not going to be driven by a prior position or some 
philosophical banner. On the other aspects of the split, I have always supported splitting the powerline 
business�what is now Western Power�which was always the next logical step in energy reform. Although I 
did not advocate it at the time, separating out Horizon Power and setting it up as a separate entity has been 
successful. I acknowledge that. In my view, the state would be better served by Verve and Synergy being one 
entity; but that decision has not been made.  

Mr A.J. CARPENTER: Why do you think bringing the two together would produce a better financial outcome?  

Mr C.J. BARNETT: There is a long argument. There are at least three utilities on a very small south west grid. 
The consequences of the split�there have been some other factors, I do not deny that�have been a catastrophe 
for Western Australia. Verve, whose representatives are about to come into this place, has a billion dollars of 
debt. It is an appalling result. The consequence for the community has been high increases in electricity prices, 
when it was promised lower electricity prices. And the reality is there will be further significant increases in 
electricity prices over the next two years. That is not a good result from so-called energy reform. We need to fix 
the situation as well as we are able, and part of that fix is having Verve and Synergy as one entity. There are a lot 
of aspects to this argument, but Synergy has the customer base and the cash flow, and not much in the way of 
assets; Verve has the assets but no cash flow of any substance. The vesting contract that was set up is full of 
problems. Even the price increases that have been put in place do not necessarily flow through to where the 
losses are accumulating in Verve. It goes on and on. There is one energy utility too many in the south west grid. 
That is my judgement. Others are looking at that issue in detail. The member can expect that the government will 
make a decision one way or the other fairly soon.  

Mr A.J. CARPENTER: Within the space of the next financial year?  

Mr C.J. BARNETT: Not prior to the start of the next financial year. It is a debate of interest to people in the 
energy industry; I do not think it is of much interest to anyone else. We will make a decision in the next couple 
of months or so.  

Mr I.C. BLAYNEY: I refer to page 691, and the items �Product and Software Development� and �System 
Enhancements�. Does Synergy now have a 24-hour call centre of its own?  

Mr C.J. BARNETT: I will refer that question to the CEO. 

Mr J.K. Mitchell: No, we do not. We used to work eight till five, and we have extended that from six o�clock in 
the morning to seven o�clock at night, which is the period of most demand. We monitor how we can assist our 
customers. We have found that that is meeting a significant number of our customers� needs.  

Mr I.C. BLAYNEY: I have been aware of a problem of people losing their power and then discovering that the 
Synergy call centre has shut down and then being switched through to the Western Power call centre. Western 
Power cannot authorise the reconnection of the power, only Synergy. Could that situation conceivably continue?  

Mr C.J. BARNETT: I have had some similar queries in my electorate, so I would be interested in Mr Mitchell�s 
answer too.  

Mr J.K. Mitchell: We basically take the phone call and we can initiate the connection or reconnection, set up 
physically to how Western Power tasks the connection back again. Unless they are prepared to do it on a 24-hour 
basis, we cannot offer that to our customers. Under the code we have two working days within the CBD and 
metropolitan area to reconnect, and outside in the regional areas they can take up to six days.  

Mr C.J. BARNETT: There is an element of confusion among the public. If they lose their power supply, where 
do they go�to Western Power, to Synergy or to their local member? The public is confused.  

Mr E.S. RIPPER: I want to ask a similar question to one that I asked in the Office of Energy division. Does 
Synergy see a large increase in the electricity market in the mid-west? Is Synergy going after its share of that 
market, and what market increase does Synergy see being up for grabs in the mid-west as a result of the mid-
west iron ore industry developments and Oakajee port developments?  

Mr C.J. BARNETT: I will ask Mr Mitchell to comment on the mid-west market. I would imagine there would 
be a healthy dose of competition in that market.  

Mr J.K. Mitchell: We are similarly targeting the mid-west as a massive opportunity for us. It comes in two 
ways: one is through actively seeking new customers; the second is through also supporting generation that 
might be put into the region. We are strong advocates for another transmission line in the mid-west, rather than 
being at the end of a gas pipeline in the mid-west. In that way, we can buy gas not in competition with miners 
who otherwise use �  
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Mr E.S. RIPPER: There was a conversation going on near me, so I could not hear your response. Could you 
repeat what are you advocating? 

Mr J.K. Mitchell: We are seeking to get transmission into the mid-west as quickly as possible so that we can 
help power up a lot of the state development opportunities in the mid-west.  

[4.50 pm] 

Mr F.M. LOGAN: This is similar to the question I asked on Horizon. I noticed that on page 691 works in 
progress are highlighted, and there is some explanation for those works in progress, which primarily relate to 
software and the billing systems. There is no indication of new works or funding for new works. I assume that 
for the forthcoming financial year and the out years, unless Synergy will be funding it from internal sources, 
there is no drawdown on capital contribution to meet Synergy�s needs? 

Mr C.J. BARNETT: These are essentially ongoing projects at this stage. Again I will ask Mr Mitchell to 
comment on the capital works that Synergy has underway. 

Mr J.K. Mitchell: With the works in progress here, we are looking at spending on system enhancements about 
$3.8 million over the next year, $3.9 million in the year after that and $3.4 million in the year after that. For 
product and software development it is about $1.3 million and then $1 million. We are at the end of a major 
implementation, which will go live, hopefully, on 3 August. We will need about six months to settle that system 
down. Then we will be looking at what are the next enhancements that will basically go into that. There are a lot 
of opportunities out there, especially in energy efficiency, and as and when commercial business cases come 
forward, we will be seeking further money from the government in the next five years. It is important to 
recognise that this provides the platform for us to put that sort of system technology in place. The existing 
system is going. This is picking up on a lot of the problems we had with the existing system and then we are 
looking at what the new enhancements may well be thereafter. 

Mr A.J. CARPENTER: Going back to the issue I raised before, has Synergy expressed a point of view about 
the wisdom of such a move; and, if so, what is that point of view? 

Mr C.J. BARNETT: Is the member talking about the merger of Verve? 

Mr A.J. CARPENTER: Yes. 

Mr C.J. BARNETT: I will allow Mr Mitchell to speak for himself, but my understanding is that he does not 
favour the amalgamation, and that has always been my understanding. However, government has to take a wider 
view. I do not wear that we have four utilities in a market as small as Western Australia. I think that it has been 
proved that it has not worked. I think that all the arguments that are put forward can be better met in other ways. 
The idea of such a degree of splitting of the utility from day one was flawed. I found it interesting that the federal 
government of the day�a Liberal government I might say�argued passionately that we had to split up the old 
Western Power into a four-way split. When I asked it on a couple of public occasions what its view was on 
Telstra, which was I think about eight to 10 times the size of the then Western Power, its reply was an adamant 
no, that it would not split that. That was a national monopoly, not a monopoly in the south west of Western 
Australia. I think at the time the turnover of the then Western Power was about $4 billion and Telstra�s was 
around $25 billion. I have made my point. I think the member may have a more middle-of-the-road view.  

Mr A.J. CARPENTER: I do not think there is anything wrong with that diversity of opinion about it.  

Mr C.J. BARNETT: I do not think that Synergy likes it.  

Mr A.J. CARPENTER: May we take the opportunity of hearing Mr Mitchell�s view? 

Mr C.J. BARNETT: Yes, I am happy for Mr Mitchell to express his view, and I take it on board, yes. 

Mr J.K. Mitchell: My background was six years in the national electricity market. The market over here could 
be described in three words: small, lumpy and ugly. If people think they can get certain things in the western 
markets that they can get in the eastern markets, because of the sheer size, it just cannot happen. I think that we 
are doing a proper job here in Western Australia. We are providing a very competitive wholesale market. We 
have written $16 billion in power purchase agreements over the past three years and saved the state about 
$1.6 billion in that environment. We have been responsible for initiating a significant number of new generation 
opportunities. We provide the opportunity for the private sector to compete with Verve. I have always strongly 
advocated that Verve should get its high-efficiency gas turbine at Kwinana, but I think there is a role for Verve 
as a generator competing with private sector generators. If we look at costs, of every $100 that someone gives to 
Synergy, $61 goes to generation, $29 to network and $2 to green renewables, so the last $8 is all about the 
retailer and the other $92 is completely outside Verve�s hands. The name of the game here is basically 
generation; to get competitive generation capacity in and have Verve competing with the private sector, but on a 
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fair basis. Tariffs have not gone up for quite some time, and obviously fuel is a major issue as well. I think there 
is a strong role for private sector competition against generation when it basically represents almost all the 
competitive cost available in the system.  

Mr C.J. BARNETT: I am not saying that we should put the four back together, but the total is different from 
the sum of the parts. For very good reasons, for example, one might get Verve to enter into a contract for 
renewable wind power. It sounds good. Everyone applauds and the project gets built. Under the vesting and 
priority arrangements, that comes into the system at a time when it is not necessarily needed. Therefore, Verve is 
left with large, expensive power plants basically spinning over and producing electricity that is not being used. 
There is therefore a failing or disconnect, not through any ill intent but just because of the way it is working. I 
think there will be less of that if Verve and Synergy are put together. I accept what Mr Mitchell is saying, but I 
think there is nothing for bringing independent players into the market that cannot be achieved regardless of the 
structure, bearing in mind the other players in the industry are integrated businesses. Alinta is clearly integrated, 
but I am thinking of Griffin Coal mining.  

Mr A.J. CARPENTER: It is the size. 

Mr C.J. BARNETT: There is a size factor, that is true, but there are other integrated businesses in the area. 
What we are saying is that the state-owned one cannot be vertically integrated but all the others can. At the same 
time we are saying to Verve that it must somehow maintain the base-load reliability in the system. It is a nice 
theoretical model, but the system is just too small and the economic scale of generation of coal, gas and even 
renewables is getting larger and larger. Therefore, the scale of generating units is ever getting bigger and bigger 
and we are trying to fit it all together in the system. I think we will have a better system with a higher degree of 
management and we will still get independent power producers finding opportunities. However, that argument or 
discussion is still going on. 

Mr E.S. RIPPER: Although I am very tempted to enter into the debate that has just been occurring, I thought I 
might ask another question. As possibly the last 100 per cent earth-friendly customer on earth, I ask Synergy, 
through the minister, what are the customer figures for NaturalPower, EasyGreen and EarthFriendly? How many 
people are actually prepared to pay more for their electricity for environmental reasons, as I do � 

Mr C.J. BARNETT: And I. I do not know who else apart from the member and I do. 

Mr A.J. CARPENTER: And I do.  

Mr E.S. RIPPER: What are the trends in customer support for these particular approaches? I hope that there are 
more than three customers � 

Mr F.M. LOGAN: Four. 

Mr E.S. RIPPER: Four customers, and all former energy ministers�for these products. 

Mr C.J. BARNETT: Despite the enthusiasm, the public is often reticent to take up an option of green energy. 
Has Mr Mitchell any observations? 

[5.00 pm]  

Mr J.K. Mitchell: We have just over 7 000 customers on NaturalPower. About half of them are taking 100 per 
cent NaturalPower and about half of them are taking the $10 to $20 bill type payments. We have seen a 
significant growth in that over the past 18 months. When we started advertising we went from a base of about 
1 000 to over 7 000 in the space of about 18 months, so there is a significant uptake, which means the 
community wants that sort of product. The whole concept of EarthFriendly is coming back, and coming back in 
a completely different way. It will come back through the carbon pollution reduction scheme. I am a very strong 
proponent of what is called the McKinsey graph, which basically says that as we seek to meet our carbon 
obligations and clean the world over the next little while, there are three phases. The first is energy efficiency. 
That has to be the first phase. The second is the use of a brand-new technology called growing trees�or rather 
stop ripping them out of the ground�as an interim solution. The third goes into a renewable base. We have 
recently completed a deal with the Forest Products Commission to grow 6.5 million trees this year for basically 
the carbon permitting. We are looking at how we can assist not only our own obligations but also our customers 
and generators that we deal with in respect to offsetting that. So, the member is at the start of a major push by us, 
and I trust he will stay on it.  

The CHAIRMAN: That concludes consideration of this item. 
 


