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Division 44:  Office of Energy, $23 664 000 - 
Mr J.R. Quigley, Chairman. 
Mr A.J. Carpenter, Minister for Energy. 
Ms A. Nolan, Coordinator of Energy. 
Mr G. Gilbert, Director, Corporate Services. 
Ms S. Liddelow, Executive Director, Sustainable Energy Development Office. 
Mr J. Bradley, Executive Director, Electricity Reform Implementation Unit. 
Mr B.R. Sadler, Policy Adviser, Office of Minister for Energy. 
Mr D.F. BARRON-SULLIVAN:  I refer the minister to the first dot point under major initiatives for 2005-06 
on page 751 of the Budget Statements, which states that the Office of Energy, subject to parliamentary 
endorsement, will lead the implementation of the disaggregation of Western Power Corporation.  The first dot 
point under major achievements for 2004-05 states that the government’s electricity reform program is aimed at 
enhancing the reliability of electricity supply throughout the state and placing downward pressure on electricity 
prices through competition.  Any time an opposition member mentioned Western Power to the former Minister 
for Energy, he would say that the session on Western Power was being conducted in half an hour or whatever.  
In view of the fact that the Budget Statements clearly spell out that the Office of Energy is leading the 
implementation of this reform process and that the reform process is all about reliability and putting downward 
pressure on prices, I would hope that we can ask the current minister some broad questions that touch on 
Western Power’s activities.  I turn to the Cronin report, which is titled “Report of the Review Committee into 
Western Power Corporation’s management of the power supply crisis of the 16 to 18 February 2004”.  A 
paragraph towards the end of the report reads - 

The balance to be struck between cost and reliability is an issue deserving further examination by the 
Board and the Government.  The agreed acceptable level of system reliability needs to be reconsidered, 
and then matched with an appropriate level of resources to reasonably assure its delivery.  

Since the release of the report in April last year, precisely what has been done to reassess the levels of reliability 
or benchmarks?  What specific strategies have been put in place and what budget allocations have been made to 
enable those strategies to be implemented?   

Mr A.J. CARPENTER:  Is the member for Leschenault talking about budget allocations within the Office of 
Energy or Western Power? 

Mr D.F. BARRON-SULLIVAN:  I presume that if the Office of Energy is leading the implementation process 
and the reform program - the recommendation was made within the context of that reform program - the Office 
of Energy would be familiar with what is happening.  I can get precise budget figures later.  More than anything, 
I want to know what has happened since April last year to raise the bar and put a strategy in place.   

Mr A.J. CARPENTER:  I appreciate that.  I ask Ms Nolan to provide details about the budget that applies to 
the Office of Energy and its activities.   

Ms A. Nolan:  The member is right.  The Office of Energy is leading the reform program.  However, it does not 
necessarily meet all of the issues associated with reliability contained within the Office of Energy’s budget.  I 
bring to the member’s attention a number of issues that we believe will improve the reliability of Western Power 
through the reform process.  One of the key issues is the restructure of Western Power to provide greater focus 
on networks investment and service standards.  For instance, the networks expenditure program is worth a 
historic $2.23 billion over the next four years.   

Mr D.F. BARRON-SULLIVAN:  I do not want rhetoric; I want specifics.  Not all the $2.23 billion is about 
improving the reliability.  It is also about providing services to new development areas and the like.  A report has 
been released.  It may be impossible to go into this now.  I am saying this deliberately now because it is a point I 
will make later on.  When trying to reform the whole energy sector, a distinction cannot be made between the 
policy and those who carry it out.  At the moment the people carrying out the provision of energy supply in this 
state are setting the benchmark, and that is one of the problems.  I will ask more detailed questions during the 
Western Power division.   

Mr A.J. CARPENTER:  There is an issue because the budget that affects reliability is basically Western 
Power’s budget.  The discussion around that allocation is about improving reliability, rather than just handing the 
money over, which seems to be the traditional method.  I will not repeat my predecessor’s snappy line that 
Western Power is coming on later.  However, in the meantime I will ask Ms Nolan to do her best to address this 
issue and then we can pursue it in more detail with Western Power.  
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Mr D.F. BARRON-SULLIVAN:  A more specific question is this: did the Office of Energy examine the 
Cronin report?  Did it have any input on specific matters that had to be addressed by Western Power as a result 
of that report?  

Ms A. Nolan:  We certainly read the Cronin report and provided comment to the previous Minister for Energy.  
In the development of Western Power’s budget this year and its budget allocation for its entire network 
expenditure, the office was involved in trying to ensure that Western Power focused its expenditure efforts on 
reliability, particularly in rural areas.  I am sure that Western Power can provide greater detail about the specifics 
of its expenditure.  From a policy perspective, it is important to remember that the Office of Energy has policy 
responsibility, and with the reform agenda it has been involved in the regulatory framework development, which 
has and will improve the reliability of Western Power networks.  In particular, I draw attention to the network 
access code, which will include strict reliability standards.   

Mr D.F. BARRON-SULLIVAN:  Has the Office of Energy made any specific recommendations about 
reliability criteria?  

Ms A. Nolan:  We are in the process of developing a networks reliability code and, in that context, we have had 
discussions with Western Power.    

Mr D.F. BARRON-SULLIVAN:  The Office of Energy’s involvement in this respect has been with the 
development of that code, which is expected to be released in October, and not so much in advising the minister 
to direct Western Power in specific matters of improving reliability.   

Ms A. Nolan:  In particular areas we have been involved.  We chair the Rural Power Improvement Program, 
which is jointly funded by Western Power and the government directly and which focuses on what has been 
described as some of the worst performing areas of rural Western Australia.  That was in two parts.  The Office 
of Energy has directly been involved in the budget allocation of those fundings and recently made 
recommendations to the minister for phase 2.  

Mr A.J. CARPENTER:  I ask for your indulgence, Madam Chair, because I do not know specifically what 
budget point this relates to in this division, but I want to point something out.  When I became the Minister for 
Energy on 10 March - that very dark and gloomy day - Western Australia had its worst day in the history of 
pole-top fires.  That incident crystallised in the minds of many, including me, some of Western Power’s 
reliability issues.  I took advice, member for Leschenault, from the Office of Energy about what those issues 
were, bearing in mind that this was my introduction to the life of the Minister for Energy.  I was provided with 
advice and a historical analysis of Western Power’s responsiveness to the issues of reliability and supply.  I took 
the Office of Energy’s advice and spoke to Western Power.  I asked it some basic questions, such as what were 
the high points of reliability issues.  In fact, I asked Western Power to show me on a colour-coded map - because 
I am simple and I like pictures - the highest issues of reliability and what Western Power had been doing to fix 
them.  The response from Western Power was, as I understand it, consistent with its historical response, which 
was to provide a map of the state and the metropolitan area that showed high and varying levels of reliability.  It 
then outlined a strategy to improve reliability across the board by percentage points, rather than giving specific 
detail of initiatives to address the issues in places in which they arose.  The advice from the Office of Energy 
was that I must nail it down - this is the point I think the member for Leschenault is making - to specific 
responses to specific regional and metropolitan locations of reliability.  During the budget process Western 
Power was told that an increase in its allocation was contingent upon demonstration that reliability would be 
improved specifically in the areas in which it had to be improved, rather than more broadly across the state.  
Hearing that the state will improve its electricity reliability by 10 to 15 per cent would mean nothing to people 
who live in Nedlands who have never experienced power outages - I am not saying that that is necessarily the 
case.  Equally, it would mean nothing to a person living in Chittering, which is at the high end of reliability 
problems.  I wanted to break it down to that level.  That was all on the advice of the Office of Energy wrapped 
around a simple thread of commonsense.   
[5.10 pm] 
Mr T.R. BUSWELL:  I refer the minister to the key efficiency indicators - terminology that I have come to 
admire - on pages 750 and 752.  It has been suggested that key efficiency indicators are a method, funnily 
enough, of measuring the efficiency with which the department performs its key roles.  I will compare the 2004-
05 figures, which I am sure the minister’s predecessor would have signed off on as the targets and estimated 
outcomes.  On page 750 the average cost per item of ministerial support exceeded the budget target by 66 per 
cent, the average cost per strategic policy developed by 138 per cent and the average cost of meeting major 
policy implementation milestones by 51 per cent.  
Mr A.J. CARPENTER:  I have just lost the thread of the member’s point.  
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Mr T.R. BUSWELL:  I am referring to the key efficiency indicators at the top of page 750.  The outcome of 
every single one of them was significantly over the budget target, which I assume would have been the budget 
target signed off on by the Office of Energy and the former Minister for Energy during the budget process.  To 
reinforce the point, I refer to page 752, which contains a similar set of those wonderful key efficiency indicators.  
I will not read them all out, but the percentage actuals that exceeded the budget target were 72 per cent, 69 per 
cent, 16 per cent, 38 per cent and so on.   Have I lost the minister?   
Mr A.J. CARPENTER:  I see, the member for Vasse has converted the differences to percentages.   
Mr T.R. BUSWELL:  The minister is very quick. 
Mr A.J. CARPENTER:  That is why they call him “Troy the boy”.  
Mr T.R. BUSWELL:  That is right, but only on Thursdays.  If these are key efficiency indicators of this 
department, why have the actuals for the past financial year consistently exceeded the target by so much in these 
key areas?   
Mr A.J. CARPENTER:  The table on page 750 shows the elements measured to demonstrate delivery of 
service 1.  Efficiency is indicated by the average cost of delivering elements of the service.  The variation 
between the 2004-05 budget estimate and 2004-05 estimated actual is due to milestones associated with the 
Aboriginal and remote communities power supply program and because the disaggregation of Western Power 
Corporation was not achieved within the year although fixed costs were still incurred.  
Ms A. Nolan:  In general terms, an output may not be finished in the financial year.  As the minister just said, 
costs are still incurred but the outcomes are achieved in the following year.  A couple of specific policy 
initiatives referred to on page 748 that we were developing took slightly longer than anticipated to finalise and 
dollars were still incurred in that year.  Those results can occur through an accounting aberration as much as 
anything.  
Mr G. Gilbert:  There is difficulty with the efficiency indicators being developed within a predominantly policy 
agency.  As Ms Nolan said, a particularly large milestone might not be achieved within that financial year but 
still incur substantial expenses during the year.  Fixed costs will remain, but the achievement may not occur in 
that financial year.  That is a difficulty in a policy agency.  It is not like a hospital in which the number of beds, 
for example, can be quantified.  As can be seen from the figures in other parts of the budget papers, additional 
funding and costs in 2004-05 were not anticipated when the budget was put together through the use of cash 
balances from the previous financial year that were not predicted at that time.  The actual expenditure was above 
what was anticipated when the budget figure was put together.  
Mr A.J. CARPENTER:  I thank the member for the question. 
Mr A.D. McRAE:  I refer to the first major achievement on page 750.  What have we achieved today and what 
are we yet to achieve?   
Mr A.J. CARPENTER:  I thank the member for the question.  I refer to electricity reform and the achievements 
that have been made to date.  As members would know, the government is pursuing a comprehensive reform 
agenda begun by the former Minister for Energy, and has already made significant progress, including the 
implementation of the new electricity network’s access codes; the introduction of a further tranche of retail 
contestability, so that 12 500 customers can now choose their retail supplier; the establishment of an effective 
customer protection framework; and the establishment of an independent market operator.  The next steps in that 
reform process are threefold: the restructure of Western Power which, as members know, we are pursuing and 
for which we require across-chamber support; the commencement of the wholesale electricity market; and 
completion of a number of customer protection measures.  I think everybody will acknowledge that there is very 
broad support in industry for these reforms.  It would be true to say that Western Power is a long way down the 
track of progressing these reforms.  We look forward to their completion and the benefits that will flow from 
them.  
Mr A.D. McRAE:  Does that reform include the related items on page 753 and the first dot point, which refers 
to fringe-of-grid renewable energy support program?  Will any of these electricity industry reform initiatives that 
are under way lead to greater capacity for people on the thin end of the grid?  I imagine that applies also to parts 
of the south west interconnected system that incur the most problems.  Will this reform process result in an 
increasing use of, for example, solar cells on top of farmhouses because individual farmers have become 
electricity producers in their own right?  Will that be part of this total reform package?   

Mr A.J. CARPENTER:  The general response is that that is certainly the intention.  A lot of activities are 
occurring in a range of areas.  The member for Riverton mentioned the renewable energy generation area.  Quite 
a lot of activity is occurring in that area.  

Ms S. Liddelow:  The fringe-of-grid renewable energy support program is a new program that has arisen from 
renegotiating the renewable power generation program with the commonwealth government.  In off-grid areas, 
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that program has already delivered significant renewable energy installations in pastoral stations, households, 
businesses and Aboriginal communities, and a number of significant larger wind installation projects at 
Esperance, Hopetoun, Rottnest and Bremer Bay.  We anticipate more of this activity occurring on the fringes of 
the grid. 

[5.20 pm] 

Mr A.J. CARPENTER:  As a result of the reform and the general activity that is going on in the energy 
industry in Western Australia, a lot of proposals are coming forward.  I can hardly walk down the street now 
without somebody thrusting a proposal into my hand.  In fact, today Mr Ian Fletcher, the Chief Executive Officer 
of the City of Kalgoorlie-Boulder, bumped into me in the street with an armful of documents about a solar cities 
project for Kalgoorlie, and his city’s vision for what could happen with the cooperation of the state government 
and the federal government.  There is now a lot of unleashed potential, or Prometheus unbound. 

Mr D.F. BARRON-SULLIVAN:  There are a few references in the relevant section of the Office of Energy’s 
budget papers - for example, one is on page 758 under the details of controlled grants and subsidies - to the solar 
hot water heater incentive scheme and the gas-boosted solar water heater subsidy.  On page 752, there is a little 
item under major initiatives, and, boy, it sounds great.  The second last dot point reads - 

Implement a new gas-boosted solar water heater subsidy scheme to increase the use of environmentally 
friendly water heaters in new and existing homes. 

However, when we look at the detail of it, we find that the government is cutting the subsidies for solar water 
heaters.  I presume that the government will say that it will no longer give any money for solar water heaters that 
have an electric booster; it will give it only for those that have a gas booster.  I wonder whether the minister can 
give us an indication of how much will be spent under the new program in comparison with the old one, because, 
from what I have read in these papers, it looks as though the government will spend less on this incentive 
program.  I have one other question on that. 

The CHAIRMAN:  Let the minister answer that question. 

Mr A.J. CARPENTER:  I will do my best to answer that one first.  The new solar water heater subsidy scheme 
will provide rebates of $500 for gas-boosted solar water heaters used for residential purposes.  An extra $200 
will be provided for people in regional areas without reticulated gas, recognising the higher costs involved in 
installing solar water heaters with bottled liquefied petroleum gas boosters.  Gas-boosted solar water heaters 
have the lowest greenhouse gas emissions and running costs of all typical residential hot water systems.  
Compared with electric-boosted solar water heaters, they reduce peak electricity demand and support gas 
reticulation in new residential developments.  The new scheme demonstrates the government’s ongoing support 
for the local solar water heater industry.  The new scheme commenced in June 2005 with a budget of 
$1.6 million over four years.  Ms Nolan will talk about its comparison with or relativity to any other scheme. 

Ms A. Nolan:  Last year in the budget papers we would have seen a cessation of the solar hot water subsidy 
scheme.  However, during the election process, the government committed $400 000 a year over the forward 
estimates period for a gas-boosted solar hot water subsidy scheme.  As of 1 July, we will cease the existing 
scheme that subsidises both gas and electricity, which had limited funding.   

Mr D.F. BARRON-SULLIVAN:  Everything has limited funding, unless the government of the day decides to 
continue it.  As I read the budget papers, in 2004-05 just over $1.2 million was spent on the solar hot water 
heater incentive scheme.  Once the new scheme cuts in, in its first full year, which is 2006-07, only $400 000 
will be spent on it.  I presume that is correct. 

Ms A. Nolan:  When the government was elected the first time, $2.4 million was allocated.  There was a fairly 
slow take-up of that subsidy scheme initially.  However, with the strong boost in housing development, there has 
been an enormous increase in that program.  As a consequence, the funds allocated to that program would have 
been expended.  However, in the budget this year we will receive $400 000 over the forward estimates period for 
a revised program.   

Mr T.R. BUSWELL:  I have a quick question of the minister about the financial statements on page 754.  Is the 
minister concerned that the operations of the Office of Energy in this financial year were budgeted to return a 
surplus of $1.6 million but that actually, at the end of the year, they resulted in a loss of $7.2 million, which is a 
turnaround of some $8.8 million?  What are the principal causes of that?   

Mr A.J. CARPENTER:  I have been given no reason to be concerned, and I hope I do not get one.  Will Mr 
Gilbert answer that question? 
Mr G. Gilbert:  Yes.  I will deal with the change of position.  The estimated actual figure of $7.2 million 
reflects that more funds were carried into this financial year from the previous financial year than was expected.  
When the budget for 2004-05 was put together, it was expected that the position would be $1.6 million in the 
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positive.  However, it ended up being $7.2 million in the negative because we carried forward additional funds 
into 2004-05 from 2003-04.  The amount of $7.2 million represents the use of those cash funds from 2003-04 
that were not expended in that period. 
Mr T.R. BUSWELL:  Were those cash funds in the supplies and services area?  What was the nature of those 
supplies and services, as listed under the expenses at the top of the page?  If the funds were carried forward and 
expended in this year, would they not have also been carried forward and reported as income in this year; or, 
alternatively, would they not have shown up as a fairly significant increase in the operating surplus in the 
previous year?   
Mr G. Gilbert:  I will answer the first question about supplies and services.  I do not have a detailed breakdown 
of the $9 million that was estimated in 2004-05.  Within that supplies and services area, significant expenditure 
would have been incurred on electricity reform.  Obviously, many other issues make up that figure, but I do not 
have those details with me.  To answer the member’s other question, on page 747, under the estimated actual for 
2004-05, an adjustments figure of $7.35 million is shown as the usage of cash.  It is not included in the income, 
because the income is income derived from areas such as grants under commonwealth programs etc.  The actual 
usage of the cash that was carried forward shows up under the adjustments. 
Mr C.J. BARNETT:  I will ask one question on the proposed disaggregation of Western Power.  What figure is 
the Office of Energy using to compare the current value of Western Power with what its value would be as four 
constituent, smaller utilities?   
Mr A.D. McRAE:  Its market value? 
Mr C.J. BARNETT:  Yes, capitalised value or market value. 
Mr A.J. CARPENTER:  The member asked for a response from the Office of Energy. 
Mr C.J. BARNETT:  Yes.  Which figure is it using? 
Mr J. Bradley:  In terms of the current value of Western Power in last year’s accounts, the total assets were 
approximately $4.5 billion.  In the Office of Energy’s review of the value of Western Power, we are continuing 
to undertake a financial analysis in preparation for disaggregation.  During that process, which we were 
proceeding with last year, we undertook a financial analysis that confirmed that the value of Western Power, in 
its existing form, would be at least maintained with the separation of the successor entities, compared with the 
current book value, and there would be no need for an asset write-down.  Similarly, that analysis found that the 
debt currently on the books of Western Power could be borne by the successor entities after disaggregation.  In 
answer to the question about the current value that the Office of Energy ascribes to the assets of Western Power, 
that is not an issue on which the office has a view.  That will be revised through the financial analysis that will 
be undertaken prior to disaggregation, which is currently being targeted for 31 March 2006.  We would update 
those numbers prior to the transaction.  
[5.30 pm] 
Mr C.J. BARNETT:  The various studies that have been done over the years by Western Power, the 
Department of Treasury and Finance and whoever, have all come up with figures in the order of $500 million as 
the lost value from Western Power.  Surely I am not being told that there is no longer a loss of value? 
Mr J. Bradley:  We are not saying that Western Power would not be more profitable if it were left as a 
monopoly supplier and were not subject to competition in the marketplace.  During the financial analysis process 
last year, we assessed the current carrying value in the accounts of Western Power, which was the basis of the 
member’s question, and found that the cash flows of the business were sufficient to uphold at least that carrying 
value.  
Mr A.J. CARPENTER:  I thank Ms Nolan and the staff of the Office of Energy, whose brilliance, and support 
for me, is very much appreciated.   
The appropriation was recommended.  
 


