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ELECTRICITY CORPORATIONS BILL 2005 
Second Reading 

Resumed from an earlier stage of the sitting. 

HON BARRY HOUSE (South West) [5.04 pm]:  I have nearly finished my contribution, but before questions 
without notice I raised some issues relating to rural Western Australia involving Western Power’s distribution 
lines traversing the countryside.  Access to these properties has led to other difficulties.  Some property holders 
in my electorate are in the unfortunate situation of having powerlines - sometimes two or three - water pipelines 
and even a gas pipeline accessing their properties.  In a couple of cases, that situation has severely affected the 
farming operations and the landholders’ property rights; namely, the use and enjoyment of their title.  There is a 
school of thought, to which I certainly lend myself, that the compensation payable in these circumstances should 
relate to the operation of the entire property, not only the easement impacted upon.  In some cases, as a result of 
these restrictions on farming land, property holders cannot enter into land use changes that would make their 
properties more effective and viable.  For instance, overhead sprinkler systems cannot be used in conjunction 
with overhead powerlines or water pipelines on some properties, which has a severe impact on some individuals.  
As I have mentioned before, this situation has resulted from a policy statement to Western Power and the Water 
Corporation, and Alinta for that matter:  “Hands off public land.  You can’t go on land if it has a tree or bush on 
it.  You have to use cleared farm land.”  That is very unfair to farm properties.  A classic case in point was the 
Busselton powerline.  There was, and remains, a disused railway reserve along which travels a gas pipeline.  
Some issues such as separation and possible static electricity are involved.  However, that wide corridor could 
have been used for the electricity transmission line on the vast bulk of the route through to Busselton.  Therefore, 
the powerline would not need to traverse operational farms, and thus affect the viability, valuation and amenity 
of those farms.  I consider this situation to be an infringement of private property rights that is not properly 
compensated by the state.  I understand that this issue is lateral to the legislation - 

Hon Kim Chance:  It’s a fair point.  It is an issue that impacts particularly severely on certain landholders.  My 
attention has been drawn to the matter around the Pinjarra shire area, and I imagine it happens elsewhere around 
the state. 

Hon BARRY HOUSE:  The Coolup-Pinjarra area is particularly badly affected because the water pipelines 
from the Stirling and southern dams, the Dampier-Bunbury gas pipeline and several powerlines traverse the area 
- it seems to have copped the lot.  My argument is that, in many cases, national park, disused railway reserve, 
state forest and other public land is available for such use.  We should not dismiss out of hand these service 
corridors being on public land, which would be the fairest and most efficient way of dealing with the matter.  It 
would sometimes result in the loss of a bit of vegetation, and I will not stand here and say that the use of public 
land should be made a blanket policy, as there may well be good reason for such land not being used in some 
situations. 

Hon Kim Chance:  You’re saying that it shouldn’t be a blanket policy the other way. 

Hon BARRY HOUSE:  That is right.  At the moment it appears to be a blanket policy to use private land.  It has 
gone overboard.  Returning to the Electricity Corporations Bill 2005, the Liberal Party supports the legislation to 
remove some of the conflicts of interest within Western Power.  Those conflicts of interest centre around 
Western Power being in one breath the provider of power - supplier and generator - and in the other the 
distributor and retailer.  Western Power is also the regulator of many activities.  That is an age-old conflict of 
interest.  Another age-old conflict of interest is the structure of Western Power: it is government owned, but it 
operates as a corporation with commercial goals.  Sometimes those goals conflict.  As we know, Western 
Power’s commercial goals do not stack up alongside its responsibilities as a service provider.  There will always 
be a conflict.  If this legislation establishes separate entities to clarify those conflicts, it will be a positive move.  
We all want Western Power to achieve greater outcomes, which are cheaper and more reliable power supplies.  
The Leader of the House will recall - I hesitate to even mention it - the thirty-sixth report of the Standing 
Committee on Government Agencies. 

Hon Kim Chance:  I am glad you did. 

Hon BARRY HOUSE:  The terms of reference go back 10 years or so and deal with how government agencies 
should divide their roles between operational, advisory and regulatory responsibilities.  Those roles and 
responsibilities are conflicting and they should be removed as far as possible.  This legislation will go a large 
way towards removing some of the more obvious conflicts. 
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Hon Kim Chance:  Your mention of the thirty-sixth report has raised the interest of the Leader of the 
Opposition. 

Hon BARRY HOUSE:  That is something that will go down in our memoirs. 

Hon Kim Chance:  It should be required reading for all new members. 

Hon Norman Moore:  But, more importantly, for ministers and heads of government agencies. 

Hon Kim Chance:  Absolutely.  I can hardly put it down; it is at my bedside. 

Hon BARRY HOUSE:  I recommend it to new members because from it they would certainly get some insight 
into the language used in this business and the way in which parliamentary committees operate.  Despite its 
difficulties - in terms of comprehension and understanding - it is a valuable piece of work, but its content sets out 
where the conflicts of interest are and what should be done to overcome them.  I see this legislation in that light.  
That is the history of how this has developed over the years.  Western Power and the Water Corporation were 
established as separate entities when we were in government, and I saw them within that context.  This 
legislation is perhaps a logical extension of that process.  Perhaps a further logical extension is the privatisation 
of some parts of the organisation, but I will not go there at this stage. 

Hon Kim Chance:  It is in the same genre. 

Hon BARRY HOUSE:  Yes.  That must be considered some time and somewhere in the evolution of these 
organisations that provide essential services for Western Australia.  The obvious conflicts of interest that have 
occurred from time to time within Western Power have made it a legitimate target as a non-performer in 
providing essential services for Western Australia.  I hope this legislation will help overcome those conflicts of 
interest but, more importantly, I hope it helps to achieve what taxpayers and consumers in this state really want, 
and that is cheap, reliable power.   

HON PAUL LLEWELLYN (South West) [5.13 pm]:  I thank Hon George Cash and Hon Barry House for 
their comments.  Some questions were raised about the importance of regional development in the context of the 
Electricity Corporations Bill.  This legislation must be considered in light of its history and the development of 
the power industry in this state.  Any electricity reform must be in the public interest, and it must be responsive 
to community values and needs.  Electricity supply is now an essential service for the state, and we take it for 
granted on a day-to-day basis.  The community has become dependent on a high quality and reliable supply of 
electricity.  More importantly, we have become dependent on the services that the electricity generation industry 
supplies to households, businesses and industry.  The reform process should provide an optimal and strategic 
development scenario for this state.  It should not be seen in isolation; it should not be dealt with as a one-off 
process.  This is an extraordinarily important essential service that impacts on every level of the economy.  
Reform of the corporation’s process needs to be transparent.  Those arrangements are necessary, because not 
only do we want clean business relationships in this state in relation to electricity supplies, which by their nature 
cannot be stored and transported easily, but also to maintain reliability we need clear market and institutional 
arrangements and they must be transparent.  The reform process should strive to achieve a responsible balance 
within a healthy economic marketplace - that is, competition between players, market regulation and cooperation 
- to attain a high quality end service.  Traditionally, in marketplaces attention is given to competition and 
cooperation, while in the electricity industry it is extremely important to achieve a high level of cooperation, and 
reliable and responsible delivery of service.   

The first criterion in the terms of reference for the Electricity Reform Task Force, which was the precursor to 
this process, referred to sustainable low prices.  It is not absolutely essential for an essential service to guarantee 
sustainable low prices - sustainable delivery and sustainable quality of supply, yes.  People are not necessarily 
sensitive to price when it comes to electricity supplies, but they are sensitive to the cost of their electricity 
accounts.  Very few people in the community know what the price of electricity is, but many know what the cost 
of their electricity account is at the end of the month.  They are much more sensitive to the delivery of the 
services, rather than the actual price of electricity.  The organisation of an electricity market is based on reducing 
the unit price of electricity, which is far more important to very large-scale consumers.  For example, 30 or 40 
per cent of the operational cost of a silicon smelter may be for electricity supply or the cost of energy.  That is 
not generally true for many commercial and economic operations in society.  The unit price of electricity is not 
necessarily a good universal criterion for designing a responsible, responsive, transparent and optimal power 
industry.   

Firstly, I want to discuss the historical context of the electricity reform process and how it came into being.  I 
will discuss the strengths and weaknesses of the various strategies we have chosen.  I will discuss the missing 
ingredient in this whole exercise.  To my mind, it is a power industry plan.  The simple point is that, in the 



Extract from Hansard 
[COUNCIL - Tuesday, 30 August 2005] 

 p4700d-4721a 
Hon Barry House; Hon Paul Llewellyn; President; Hon Anthony Fels; Hon Kim Chance; Deputy President; Hon 

Bruce Donaldson; Hon Norman Moore; Hon Simon O'Brien; Hon Ray Halligan 

 [3] 

absence of any coherent power industry plan, we have undertaken a reform process that has led to a corporations 
bill.  I also notify the house that I will move some amendments to the bill to put in place a more transparent and 
responsible corporations arrangement.  I do not in any way intend to attack the structure of the corporations bill; 
in fact, it is a well-constructed corporations bill.  I just do not think it sets out to achieve the right objectives; that 
is, it sets out primarily to achieve market objectives.  In fact, market objectives are only one criterion among 
many others.  I will also look at the responsible technological scenario in the reform of the power industry in 
Western Australia.  In particular, I am interested in the level of investment that will be required to repair and 
upgrade the ailing infrastructure.  Earlier today I asked how the $2.3 billion investment that is intended to go into 
the network will be allocated to achieve the responsible future technological development of the power industry 
in Western Australia, and that was just the beginning.   

I know of no citizen who has demanded disaggregation of this corporation.  I know of no citizen who has 
demanded that the market or the corporation be split.  It is worth noting that this disaggregation has been an 
invention of the bureaucracy in government.  The reinvention of the electricity industry has been an invention of 
government.  We chose the pathway of corporatisation in about 1994 and we chose the pathway of 
disaggregation in about 2003.  That was largely based on a fashion statement.  There was a very strong 
movement around the world in the 1990s to disaggregate in the first instance the power industry, which 
ultimately led to the privatisation of entities.  There is no surer path to the privatisation of an electrical utility 
than breaking it up into its component parts.  It then becomes susceptible to external corporations buying the 
component parts.  We go into the scenario of the corporations disaggregation process with our eyes open in that 
regard, or do we?  With disaggregation and a trend towards privatisation, it will not be just corporate raiders 
from the east coast that will want to buy our network or generation facilities or our retail businesses.  This is a 
global trend.  I refer to a book called Power Play: the fight for control of the world’s electricity by Professor 
Sharon Beder, an academic from the School of Social Sciences, Media and Communication at the University of 
Wollongong.  I will read the back cover of the book because it is rather instructive.  It refers to how the 
fashionable disaggregation of power utilities around the world has led to a series of unexpected economic and 
social outcomes.  It states -  

BLACKOUTS FROM CALIFORNIA and New York to South Australia and Buenos Aires . . . 
Electricity rationing in Brazil . . . Mass protests in India, Africa, and across Latin America . . . Enron, 
the seventh-largest company in America, goes bankrupt . . . And in Auckland, New Zealand, the central 
business district goes without power for weeks.  Welcome to the brave new world of electricity 
deregulation and privatisation.   
In Power Play, award-winning author Sharon Beder turns a spotlight on an international confidence 
trick.  Using her inimitable techniques of comprehensive research and forensic analysis, she shows how 
simplistic ideology and economic theory have been used to mask the pursuit of self-interest; how 
control of electricity has been wrested from public hands to create profit opportunities for investors and 
multinational corporations; and how an essential public service has been turned into a speculative 
commodity in the name of ‘reform’.   

I am not necessarily saying that I am opposed to private involvement in the electricity industry, but I think there 
are some serious warning signs in this book.  It continues -  

Power Play explores the battles between private and public ownership in the United States, the United 
Kingdom, and Australia since the early twentieth century, and the powerful agenda-setting and public 
relations strategies used to secure victory for private interests.   

We have to be aware that the corporatisation of our power industry and our essential services runs a certain risk, 
and that risk is that those entities might be raided by not only Australian entities but also global entities.  

Hon Barry House:  That can happen even when a power generator is solely in government hands.  When the 
committee visited New Zealand in 1992, the country had just about run out of power simply because it had 
stopped raining in the South Island.   

Hon PAUL LLEWELLYN:  It is absolutely clear that we can run into systemic problems with any utility.  
However, we are much more likely to run into the problems of excessive competition in marketplaces, which 
reduces the price so much that generators will compete with each other and pull their generation units off-line in 
order to game the market up.  This happened in California.  It is not just a theory; it is fairly well documented in 
another book, authored by Amory Lovins and published by the Rocky Mountain Institute, in which he refers to 
how the gaming of the marketplace can create instability in the power generation system.  

We have seen the warning sign from one of our very own academics in Australia, but I will return to the 
discussion about what citizens want from the power industry.  As I have said, I believe that citizens want safe, 
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reliable, high-quality electrical services; they do not necessarily want unlimited choice of retail suppliers.  The 
various state utilities have provided a reasonable power service over many decades to Western Australia, but 
they have not always acted in the most environmentally friendly way.  I am not laying blame here; I have said 
that there is a historical imperative.  Utilities have not seen fit to supply electricity from new technology.  Very 
few power stations in the world operate with very low-level pollution scrubbers; yet power stations in our 
coalfields in Western Australia are operating just like that.  They are some of the worst polluters in the world.  
We do not need to do that.  I believe that is environmentally irresponsible.  As we all know, over time the 
electrical infrastructure and the distribution infrastructure - that is, the poles and wires - has become run down.  
Our generation system is reaching its use-by date.  That represents a unique opportunity in the development of 
the power industry in Western Australia.  It represents an opportunity in new technological initiatives and in 
creating new institutional arrangements that will achieve the objective of sustainable, high-quality, reliable and 
relatively cheap power.   

The question is: will this particular Electricity Corporations Bill deliver the best possible solution in the interests 
of all citizens?  I question whether it will, but I will not necessarily oppose the bill.  The best possible solution 
must have a fair and equitable, modern, clean, safe, reliable power supply that meets the social, economic and 
environmental needs, and in fact all our international obligations to shoulder our part of the burden of 
environmental decline.  Only one thing is missing from the Western Australian electricity reform process; it is 
only one ingredient.  I have spent four or five years looking at the process and being on the sidelines.  It is a 
power industry plan.  Amory Lovins of the Rocky Mountain Institute in his book Small is Profitable sets out his 
study of disaggregation of power systems all over the world.  He studied the modernisation of power services 
around the world.  He says that it does not really matter whether the utility is vertically integrated, disaggregated 
or privatised; what is needed to underpin any reform process is a coherent industry plan, a plan that will take the 
process along the lines of technological modernisation, and a plan that will actually deliver the goods.  The 
goods basically are reliable, safe, clean, modern, competitive, organised, pollution free, customer-serviced, 
service-based, fair and equitable, responsive to change, integrated with community needs, job-rich, transparent 
arrangements in the industry.  I could read those for the record again, but that is what I believe a satisfactory 
power industry development plan needs; modern, safe, clean, reliable, competitive and organised arrangements. 

I believe that the electricity reform process to date has been operating out of context for proper institutional 
reform of a modern economy.  I believe that the electricity reform process to some extent has been an 
opportunity lost.  I will go back through the historical development of our power industry.  We know that all 
power industries throughout the world have been haphazardly developed to deliver an electrical service.  Only 
100 years ago we were not dependent on electricity at all, and even 40 years ago if the power went off, it was not 
as important as if it were to go off today.  There has been a general increase in the quality and reliability of 
electricity supply.  As a result of that, we have gradually become more and more dependent on not just the 
quality and quantity but stable high quality power.  In my maiden speech in this house I talked about the fact that 
Western Australians have now become highly dependent on extremely reliable power supplies and that the 
community, our business and economic structures are totally dependent, one could argue, on having that high 
quality supply, yet we continue to invest in old-fashioned, remote technologies that are highly dependent on 
centralised power generation, long wires and long distribution runs.  Western Australia of all the places in the 
world is the worst.  It is in the worst possible position because of its extremely dispersed population and its 
extremely large area.  It also accounts, to some extent, for why Western Australia happens to be one of the worst 
greenhouse gas polluters, but I will not go there again.  In the construction of the power industry, we have 
created our very own Titanic monster.  Those power poles that are falling over, those power poles that are rotted 
at the base, which we are now having to repair on a piece-by-piece basis, those clashing powerlines that created 
the fires at Tenterden, are all a symptom of a system that was designed in the steam age. 

The problem is that, although we have created this Titanic monster, the power industry reform package that we 
have delivered over the past four or five years amounts very much to rearranging the deckchairs on that 
particular Titanic.  We have been caught rearranging the deckchairs, reorganising the institutional structures and 
ignoring the fact that there are icebergs in the ocean.  We have not changed the course of the ship.  We have only 
invested more in the same.  I declare in this house that it is irresponsible of any government to ignore those 
icebergs.  I am not talking about the iceberg of global warming - of course, there is that iceberg as well - and I 
am not necessarily talking about the iceberg of depleting oil reserves and increasing oil prices; I am talking about 
the iceberg of failing to see that there is a technological revolution, to which we have access to modernise the 
power industry, and of failing to acknowledge or notice that what was required in the disaggregation process was 
a coherent power industry plan that changed the course of the ship.  We need to change the course by only five 
degrees or 10 degrees to avoid quite a number of those icebergs.   

I was one of those people in the Greens (WA) who said to take the Electricity Corporations Bill to see what 
would happen if we made that change, to see whether we could shift the agenda through this process towards 
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noticing that there are icebergs in the ocean, and to see whether we could get the captain of the ship off the dance 
floor and taking responsibility for where the ship will be going.  In this case I refer to the government, the 
previous Minister for Energy, the current Minister for Energy, the Premier of the state and the Prime Minister of 
this country, who are abrogating their responsibilities for modernising the economy and the way in which 
industries are organised.  A power industry plan - that is, a direction about the way in which we want to go - 
needs to ask several questions among others.  For example, where do we want to be in 20 years with technology?  
Where are we likely to be in 20 years with a business-as-usual approach, which is the approach we have chosen 
to take?  What kind of industry and technological choices must we make now to get where we must be in 20 
years if we are to pursue a modern, developed economy?  A power industry plan must do one of those very 
simple analyses that corporations all over the world carry out.  It is called a SWOT plan and is to examine 
strengths, weaknesses, opportunities and threats.  We need to know what the opportunities are for technological 
development for Western Australia now in order to avoid the pitfalls of going down the pathway of more of the 
same.  A power industry plan is a central part of any responsible organisational reform of power generation, 
distribution and retail marketing in Western Australia.  As a society and community, we must look for solutions 
that will drive this agenda forward.  Further, we must look for solutions that underpin the values of our society.  
At our own peril, we will pursue a power industry reform package that is primarily driven by market economics 
and free market values.  The community, as I said, has not demanded this.  I am not opposed to market systems; 
however, when we seek to reform power generation and its economy, we must have a values-based agenda.   

I refer to the nature of the electricity industry, which is not like any other.  As I said earlier, power is produced 
and consumed simultaneously.  In the same instant that power is generated, it is consumed.  There is no storage 
capacity within the system.  The spare capacity of generation is built into the system, but there is absolutely no 
large-scale storage on, for example, the south west interconnected system.  Because there is absolutely no buffer 
and storage and because the technology we rely on is a bit slow and sluggish - I now refer to the coal-fired power 
stations that we have chosen to continue to use - we need a highly sophisticated independent system operator.  
An independent system operator is the term used throughout the world to describe the entity that manages the 
inflow and outflow of demand and the supply side of the power industry as it operates like an organic creature, 
breathing in and out, day and night, and going through the cycles of power spikes and troughs.  The Electricity 
Corporations Bill will set up an independent market operator, and not an independent system operator.  I note the 
distinction between a system operator and a market operator.  A system operator has many more responsibilities 
for maintaining the stability of the extraordinary system created, which provides the power supply that, for 
example, drives the chamber’s microphones.   

The modernisation of the power industry is not a casual matter for regional Australia.  We must invest in not 
only new renewable energy technologies, but also new control system technologies - I mentioned these  in my 
maiden speech - which are now distributing the capacity to control and regulate power in the system right down 
to the household level and local grid.  I talked about what was equivalent to a thumb drive - a very small device 
that can turn an appliance in an individual household or factory on and off to moderate the load on the system.  I 
also talked about aggregating those technologies so that an entity, such as a load service entity, can procure the 
right to turn off the appliances of 20 000 or 50 000 consumers, or reschedule the load on their refrigerators.  In 
the afternoon, when it is really hot, the whole system peaks; however, in the evening, it becomes cooler and the 
generation capacity of a system is more matched to the demand.  This is a simple matter.  These technologies are 
available now.   

From the point of view of regional development, we know that wind power, for example, creates two to three 
times more jobs per unit of generation than does a coal-fired power station.  I note that we can diversify the 
income of rural communities by investing in distributed decentralised power generation.  This is not a 
complicated matter.  These technologies have been developed and used around the world.  It is time for the 
Western Australian community and government to acknowledge that it is profoundly important that we use new 
technologies in regional areas.  In doing so, we will create huge opportunities in regional areas.  Traditionally, 
regional areas have supplied raw materials, minerals, resources and water to urban centres.  We will be creating 
extraordinary opportunities to decentralise our populations around renewed power generation in the regions and 
around new industries that will supply the metropolitan region with power from a modernised power system.   

The creation of jobs is not the only important reason to modernise our power system.  A range of technologies 
will improve the efficiency of our energy use.  The bulbs that supply this house with light - I will refer to this 
issue one more time - could be 50 per cent more efficient.  Energy efficiency can be applied to every level of the 
economy.  We could take Alcoa’s huge and vast use of natural gas and co-generate electricity from its operation 
- it barely does any co-generation at the moment - and significantly reduce the amount of energy it is using.  In 
that way, it would become a scheduled-power generator.  I cannot believe that Alcoa, after 30 years of operation, 
consumes 40 per cent of the natural gas that comes down the pipeline - previously, it consumed 80 or 90 per cent 
- and has never had any responsibility to co-generate the gas burning into electricity.  All it needs to do is burn 
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the gas to generate steam, and that steam could be used in its processing.  In the interim it has not co-generated.  
This is low-hanging fruit by anybody’s standards.  Because of the past structure of Western Power and the 
market structure of the industry, we simply did not have any expectation, and did not see the potential, of 
Alcoa’s co-generation.  Indeed, it would have been in competition with Western Power.  This is one good reason 
for power industry reform in Western Australia, and is an argument in favour of this market rearrangement.  

We must seriously investigate the capacity to increase the efficiency of electrical power consumption right 
across Western Australia.  I refer to not only to the south west interconnected system, but also the power 
generation of mining companies and other entities that self-generate and are not caught up in the reorganisation 
of our power industry.   

Again, I put on the record that climate change has been one of the primary drivers in the modernisation and 
reorganisation of the power industry in Western Australia.  As we move towards international carbon trading, we 
will find that our carbon emissions will become a massive liability for the economy of Western Australia.  The 
only way to overcome that massive liability is to become more efficient, to mitigate those greenhouse emissions 
and, in fact, to invest in clean, safe, renewable technologies.  In this case I refer to the document titled “AMP 
Capital Investors: Implication on Power Sector Investments of Climate Change Policy”, which refers to the 
financial and economic stranding of power generation assets within Australia as a result of carbon trading.  This 
is a serious matter to put on the public record. 
There is another extraordinarily important role for renewable energy in the state’s power generation mix.  We are 
currently piping natural gas from the north to the south.  As I said, oil prices will increase, not because of a 
typhoon or terrorist attack, but because there is a systematic depletion of the global oil resource.  We will have 
competition for that very same gas resource coming down that pipeline for transport fuels.  We all know that we 
have become extremely dependent on transportation fuels.  When we bring a limited supply of gas down that 
pipeline for transportation fuels and competition begins among the fuels for electricity generation, we will be 
unable to go to coal because of our greenhouse gas liabilities.  We will have to shandy down that limited gas 
resource with as much renewable energy as we can put into the system.  I have only seven minutes left. 
Hon Simon O’Brien:  If you want an extension, I will move for it. 
Hon George Cash:  We are serious. 
Hon PAUL LLEWELLYN:  Are you? 
Hon Simon O’Brien:  Yes. 
Hon PAUL LLEWELLYN:  Okay.  I am sorry, I had no idea that I would take this much time; nevertheless, I 
am having fun here for a change! 
Hon Simon O’Brien:  If you are enjoying yourself, you’ll have to stop! 
The PRESIDENT:  Order!  I am not sure that the member is allowed to have fun.  That is not in the standing 
orders! 
Hon PAUL LLEWELLYN:  I did threaten that I would be talking about this stuff a lot.  I have finally become 
relaxed enough to have a coherent conversation with members.  I hope that is coming through loud and clear.  I 
have six minutes left.  That is okay; I will carry on.  I foreshadow that I will talk about our resource-based 
economy and the fact that the power industry must be reorganised.  We must take into account that we have 
become highly dependent on the export of solid energy.  Alumina is a solid energy and silica is almost a solid 
energy.  Western Australia is a special case in relation to greenhouse obligations and the amount of minerals it 
processes.  In fact, that has become one of the bugbears and is becoming one of the stopping points of this whole 
debate about moving forward.  Now I have lost my way.  I will start again. 

Hon George Cash:  We will still give you the extension. 

Hon PAUL LLEWELLYN:  The honourable member will still give me the extension, even if I have lost my 
way? 

Hon George Cash:  Yes. 

Hon PAUL LLEWELLYN:  Okay.  I was talking about the absolutely essential importance of shandying down 
our limited gas supply.  Western Australia has large gas resources.  We have tended to liquidate - in every sense 
of the word - those gas assets.  In order to develop the North West Shelf gas, we agreed, under international 
trading arrangements, to export 60 per cent of it to China and Japan and to retain 40 per cent of it in the state.  
When we move into an oil-depleted world, other countries will be able to compete with us for that scarce gas 
resource and pay more for it than we may be able to pay for it ourselves.  That is a salient point.  When the world 
is really tight on oil, do members believe that Japan will not say that it will put the hard word on us?  No, it will 
jack up the prices.  We will experience competition for our very own natural gas resources, primarily because of 
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the kind of agreement acts that we established in places such as this and other Parliaments to liquidate those 
assets without regard for the future.  I am talking about this power industry plan.  I am looking at 10 or 15 years 
ahead - or even five years ahead - when there will be a limited gas supply in the south west and carbon liabilities 
will be putting pressure on us, and at what exactly we can do to extend the life of that gas and create a bridge to a 
new technological future.  I believe there is a new technological future based primarily on renewables. 

I go now to the concept of a plan that I have with me, which is called “Repower WA”.  It is a plan to bring in a 
very large consignment of wind and biomass power into the Western Australian grid and regional areas. 

This is when I start getting scared.  What is happening here?  Do I keep going? 

Hon George Cash:  You still have a few minutes. 

Hon Simon O’Brien:  That countdown can’t be interrupted now that it has commenced.   

Hon PAUL LLEWELLYN:  I thank members very much; this is very good of them.  Am I going to get these 
other few minutes? 

The PRESIDENT:  Not after six o’clock, unless it is after 7.30 pm. 

Hon PAUL LLEWELLYN:  Not after six o’clock!  Okay, I will time this. 

Let us not lose the line of thinking that we have a responsibility to design the power industry in a way that 
responsibly acknowledges where the resource pressures will be in the future.  We can bring on these new 
technologies to shandy down our electricity.  We can bring on energy-efficient technologies to reduce the load.  
These technologies will pay for themselves.  We should not regard this issue as an economic liability; we should 
regard it as an investment in energy-efficiency technology.  For example, an energy-efficient globe with a 100-
watt equivalent light output will cost approximately $19 over its life cycle.  The running cost of a 100-watt 
globe, even if it is replaced several times, is $39 because one must pay for ongoing power.  Energy efficiency 
will be one of the primary economic drivers in the future.  As I have said in this house, in the future there will be 
a hypercar.  The technology that will drive technological efficiencies for motor vehicles will drive an entirely 
new economic base for any country that wishes to take it on. 

I want to talk a little about the danger of waiting with a suck it and see attitude and hanging out and doing 
nothing about the reform process.  I must say that in many ways I support the electricity reform process; as an 
entity it has been conducted very well.  Missing from the process is a power industry plan; that is, the intellectual 
foresight that is required to do the job well. 

[Leave granted for the member’s time to be extended.] 

The PRESIDENT:  Hon Paul Llewellyn has the call, if he wishes to continue speaking. 

Hon PAUL LLEWELLYN:  Do we go now?  Is this not dinner time? 

The PRESIDENT:  Hon Paul Llewellyn has an extension of time.  However, he has made a very good point, 
although he seems to be enjoying himself a little too much!  I will leave the Chair until the ringing of the bells, 
noting that Hon Paul Llewellyn has the call when we reconvene. 

Sitting suspended from 6.00 to 7.30 pm  

Hon PAUL LLEWELLYN:  I was having fun and was in fine stride before the dinner break.  I had started 
talking about the $2.3 billion that is to be spent on the network upgrade in the south west interconnected system.  
I said that I had asked a few questions today about that matter.  If we invest that money in more of the same - 
more poles and wires, and designing the electrical power system of the state in the same way as we used to do it 
- then we will be wasting public money.  I will talk about the concept of redesigning the electrical infrastructure 
of the state in a way that will facilitate greater stability of the system, greater uptake of renewable energy and, as 
a consequence, reduced carbon emissions and hence reduced global carbon trading financial liabilities for the 
state. 

The south west interconnected network, as we know, is a very spindly distribution network with very few 
consumers hanging off the lines.  To give a sense of it, our system has a peak load of something like 3 000 
megawatts, which is not even equivalent to that of a small European city, and yet the distribution area is the size 
of a European country with a very small number of consumers.  In considering renewable energy technologies, I 
am not just talking about wind turbines or solar technology; I am actually talking about renewable energy control 
system technologies available now that many people use to run their computers, uninterrupted power supply 
technologies that run on batteries, and stand-alone power systems for photovoltaic cells.  The electrical 
infrastructure and the network system can be upgraded by using intelligent controls and modernising and 
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stabilising the whole electrical power system in Western Australia.  If the $2.3 billion of investment is used just 
on the old sticks and wires approach, without looking at intelligent control systems and the role of renewable 
energy technologies to supplement supplies particularly at the outer edge of the grid, then we will be wasting that 
money.  

In order to responsibly engage with power industry reform we need to have a power industry plan that is 
consistent with some sort of sustainability strategy.  The reform process we are seeing has had nothing to do 
with, and no logical connection to the state’s ecologically sustainable development strategy.  The power industry 
reform process has had very little to say about rejigging the power industry so that it becomes an energy service 
provider rather than a generator and distributor of energy.  Consumers do not buy the electricity.  When they 
purchase electricity, they are actually purchasing the services provided, and those services can be provided more 
efficiently.  I use the example of airconditioning, which imposes a huge cost on the power generation system of 
the state.  In order to run those airconditioning systems at peak times, the state’s utilities have to bring peaking 
generation plant online.  That plant is extremely expensive and sits idle for perhaps 95 per cent of the time.  They 
must have this peaking plant, even if it is only brought online for an hour or two in an entire year.  In effect, it 
costs hundreds or thousands of dollars a kilowatt hour to generate that power.  By using energy-efficient 
technologies and passive solar design - increasing the comfort of our houses to eliminate or reduce the need for 
airconditioners - we can take off the peak load.  That is called peak load shaving.  It is an important piece of 
technology for smoothing out the production and consumption cycles on the grid.  It is not a casual matter.  
When houses are provided with solar power to run the airconditioning, the maximum output of the solar panels 
happens at the same time as the maximum demand from the airconditioning, resulting in load matching.  
Renewable energy and load-matching technologies can result in a reduction of peak load on the whole of the 
system, and is a much better investment than more power generation.  In spending this $2.3 billion, we should be 
obliged to design the system for maximum efficiency, maximum renewable energy penetration and maximum 
use of renewable energy and control technologies in the system.  

The current reform proposals before the house have very little to say about demand-side management.  The way 
in which the electrical infrastructure has grown in the state has tended to be by creating demand by encouraging 
people to use more, and then making the investment in generation to supply that demand.  That is good for 
business, but it is equally good for business to invent an entirely different sector of the power industry economy 
focused on demand-side management.  Earlier I was talking about load-servicing entities that can reschedule 
thousands of refrigerators to run at night-time during off-peak times rather than during on-peak times.  That is 
another way of conducting load management.  Another extraordinary way to achieve economic gains in the 
power system is to introduce smart metering.  That is a simple technology.  It is the type of technology used in 
my pocket calculator.  It can be used in every household.  It schedules loads in the household during off-peak 
times.  That is about not only saving money for the consumer, but also reorganising the demand profile for a 
completely different power system design. 

I pointed out that the regional areas will primarily benefit from a repowering of the electrical supply system of 
the state, and I stand by that.  I also stand by the notion that transparency is a fundamental principle of design for 
an electrical system to guarantee its stability.  The responsible management of the power system should no 
longer include commercial-in-confidence arrangements behind which companies can hide.  Although 
commercial-in-confidence arrangements have some meaning and importance in normal business management 
practices, Western Power has tended to use them to prevent competition entering into the market.  We must be 
very careful to make sure that our corporations and industry legislation incorporates transparent arrangements 
and public involvement in the process of decision making. 

A concept called “deliberative holding” is when the community is asked what type of energy system it prefers.  
Currently the community is sold the idea that power is power and the community need only trust the government 
to keep the system running by providing coal-fired power stations.  If the community were asked to choose 
between a renewable energy design system and the current system that emits carbon dioxide and other emissions, 
the community would choose the renewable energy design system.  Whether it is prepared to pay for it is another 
issue altogether, and that matter must be addressed. 

The Electricity Corporations Bill has a number of target and reporting mechanisms built into it.  However, it has 
no target or reporting mechanisms for meeting renewable energy standards.  I believe the legislation should 
incorporate specific targets to drive the renewable energy industry and the modernisation of the power system.  I 
have been quite neutral about this legislation, although it is not the wisest legislation.  I understand that it will get 
the support of this house.  I go into the decision-making process with a lot of reservations.  I will introduce 
amendments to improve the transparency procedures that would allow the setting of targets that incorporate a 
role for those targets in managing the direction of the industry.  I will introduce an amendment that a reporting 
process be put in place for a power industry plan that will insist that the corporations that will be created as a 
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result of this legislation be forced to develop some foresight.  This corporations bill, which guides the 
disaggregation of our power utilities, will not serve the public interest unless we know where we are going. 

HON ANTHONY FELS (Agricultural) [7.45 pm]:  I rise to speak because I am not sure whether the splitting 
of Western Power will lead to more reliable, efficient and cheaper power generation and procurement in this 
state.  Since forming government four and a half years ago, this government’s record on power procurement, 
supply, retailing and energy competition has been disastrous.  Western Power has returned hundreds of millions 
of dollars in dividends to the state Treasury over that four-year period.  That money did not need to be spent on 
other services, given the fortunate situation the government is in from the windfall it has received from higher 
payroll taxes, stamp duties, royalties and the goods and services tax surplus.  This money should have been 
retained in Western Power for line maintenance and pole replacement and to increase Western Power’s future 
capacity. 
Western Australia has virtually the most expensive electricity in Australia, second only to the Northern Territory 
by a small margin.  The state has abundant coal, gas and renewable energy sources, yet it has one of the most 
expensive and least reliable providers of energy to businesses and households in Australia.  I welcome 
competition.  If splitting Western Power will allow for increased competition, it will be a great thing.  I am 
prepared to give this legislation a go.  However, I have little faith in the ability of this government to introduce 
fair competition and access to the energy market in Western Australia.  The government’s reasons for splitting 
Western Power have more to do with creating a business that can be sold in parts when the government needs 
cash to pay off the debt it is fast accruing on capital expenditure programs such as the Perth to Mandurah 
railway.  If the government wants to do that, I would prefer it to make its intentions clear now.  We could then 
consider the merits of privatising Western Power as one organisation, rather than selling it in parts.  It is 
obviously worth a great deal more as a whole. 
Why can we expect maintenance of the network in regional Western Australia to improve simply by splitting 
Western Power into four separate entities?  I welcome this if it will occur, but I am sceptical that it will occur.  
Why are we paying the highest price for energy in Australia?  Why are we not using more of the cheap sources 
of energy that are available at our doorstep?  I refer to gas, cheap coal, wind and tidal power, and even uranium.  
The nuclear debate is a different issue from the splitting up of Western Power.  We need only consider the 
previous Labor government in which Geoff Gallop was a minister.  It set up WA Inc deals and covered up its 
mistakes.  It enforced high electricity prices on all power consumers well into the future.  The previous Labor 
government signed up to inflated coal prices with Western Collieries Ltd when Rothwells was under 
administration because the government wanted to extract a higher price for the administrators of Rothwells so 
the debt Rothwells owed to the state government could be paid.  The previous Labor government signed up to 
deals for the supply of coal to power stations that were not in the best interests of power users in Western 
Australia.  Those deals are having an impact today and beyond.  Rothwells was the merchant bank that was at 
the heart of all the WA Inc deals.  The scandal involving resurrecting that bank in order to repay the guarantee 
that the state Labor government had given to the National Australia Bank required the greatest value from the 
sale of the assets of Rothwells to repay that debt.  In that process, Western Colleries was sold to repay capital to 
Rothwells.  The ultimate purchaser of that business was the Westralian Farmers Cooperative - Wesfarmers Ltd.  
That required Western Power to sign bigger contracts for higher coal prices to justify what the administrators of 
Rothwells needed when selling Western Colleries. 
There is a new generation of voters in Western Australia who have little knowledge of what the last Labor 
government was up to.  If we forget our history, we are bound to repeat it.  The junior recruits of that last WA 
Inc Labor government are now the leaders of this Labor government: Jim McGinty, Alannah MacTiernan and 
Geoff Gallop.  I can see that this second term of Labor government is quick to get into bed with big business 
whenever it is to its benefit.  Last week, Minister McGinty introduced the Tobacco Products Control Bill 2005 to 
somehow update the inadequacies of the existing act.  On the same day, the same minister announced that it was 
okay for Burswood Casino to allow the consumption of tobacco by those who can afford to gamble in the 
international room at the casino.  Every other hotel, small business and workplace in Western Australia must 
abide by the government’s policy to provide a safe, smoke-free workplace.  The Minister for Planning and 
Infrastructure, Hon Alannah MacTiernan, is busting to jump in and take over the Town of Cambridge in order to 
push through her agenda to give Multiplex a free kick to redevelop the Perry Lakes athletics stadium land. 

Point of Order 

Hon KIM CHANCE:  Relevance, please.  This is mad. 

The DEPUTY PRESIDENT (Hon Ray Halligan):  I am sure that Hon Anthony Fels will relate his statements 
to the bill before the house.  I hope that he does. 

Debate Resumed 
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Hon ANTHONY FELS:  I am rapidly getting to that point.  The point is that money talks with the McGinty-
MacTiernan government.  If there is money in it, the government is very quick to get its hands on it.  This is a 
Big Mac government - McGinty and MacTiernan.  Even after four years in office, the government has no-one 
capable of running its agenda so those two feel that they have to do it.  A Big Mac looks great when one sees it.  
We have seen the advertisements; we have seen it promoted.  When a person tries it, he gets full very quickly, he 
wishes he had had something better, and it does not take long before he has had enough!  It is never as good as it 
looks.  The picture always looks bigger and better than it is.  If this government can be shown that there is some 
money for Treasury, it will overlook all else to get its hands on it.  That is what it has done with Western Power.  
It has bled Western Power dry. 

Of course, there were many other dirty deals that the last Labor government got up to its neck in that we are still 
paying for. 

Point of Order 

Hon KIM CHANCE:  The member may be about to approach the cause of the Punic Wars.  How far back are 
we going to go?  This is about the division of the electricity corporations, not who invaded Greece and 
Macedonia. 

The DEPUTY PRESIDENT:  Hon Anthony Fels needs to be aware that the bill before the chamber states that it 
is an act to establish three corporations in place of Western Power Corporation each with particular 
responsibilities, and for related purposes.  I ask that his speech relate to the bill before the house. 

Debate Resumed 

Hon ANTHONY FELS:  I am referring to the Electricity Corporations Bill 2005.  My comments about what 
has led to high electricity prices in Western Australia is only one of many issues that we are still paying for from 
many years ago.  I am not referring to Greek history or anything like that to establish that.  However, I can if 
members want me to! 

The price we are paying for electricity is not the only remnant of the WA Inc losses and the involvement with the 
business community in return for healthy donations to the Labor Party.  We are still locked in with coal contracts 
that were way over the odds at the time they were signed.  Even today, with the surge in energy prices and oil 
costing $US70 a barrel, we can buy better quality coal from the other side of Australia and land it in Western 
Australia for a cheaper price than we are paying for coal that was contracted under the last Labor government. 

Hon Kim Chance:  And under the last coalition government.  Be very careful about what you say. 

Hon ANTHONY FELS:  The contracts were signed before.  They have lasted since before the last Liberal 
government.  The higher energy coal could be landed in Western Australia at a lower cost than what we are 
paying under some of the contracts we are locked into. 

Nothing is worse than experiencing a power blackout in the middle of the day.  Whether it is airconditioning in 
the home or the equipment in businesses and factories or the computers in offices, these days, with modern 
communications and technology, the Internet and the global economy, reliable power is paramount to our 
continued economic growth.  I hope the bill will improve the level and reliability of service to country residents 
and businesses.  Country businesses and consumers have been treated with contempt by this government over 
their need for a basic supply of electricity.  We need to be sure that this legislation will give the new entities the 
ability to focus on the task of the maintenance and regular supply of power.   

Until 1974, we relied on our own power production on our farm.  It was from a diesel single cylinder Lister 
lighting plant.  It was good while it was going.  Diesel was 17c a gallon; it was very cheap electricity.  Of course, 
things were much better when the State Energy Commission of Western Australia extended lines east of 
Esperance to farms as far as Condingup.  Luckily, we did not dismantle the old lighting plant that stood 
alongside the shearing stands in the shearing shed.  In the days before electricity was provided, the shearing plant 
was run off a leather belt that ran off the flywheel of the power plant and onto a shaft to run the shearing stands.  
It is fortunate that we did not dismantle the old lighting plant, because there have been a number of times in the 
past 30 years when power has not been available to run the electric motor that now runs the shaft, and we have 
had to crank up the old Lister lighting plant and run off that.  That is not unique to our property; it happens all 
around the south west of Western Australia.  It is typical of many rural and remote areas.  Towns like Kalbarri in 
the north of the Agricultural Region have had to put up with consistent blackouts and brownouts in recent years.  
Most of us experience a blackout when we are having a hot day in Perth and the airconditioning is not working 
or the lights are not on.  However, in the country, some businesses have products in cold storage - perishable 
items - and they get their power supply back not within one or two hours, but the next day.  That means the stock 
of a business and the produce of a farmer or a fisherman is destroyed. 
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The government must be responsible for providing power if it can do it cheaper than private enterprise.  The 
government should be able to do this when it is not driven by profit.  Therefore, why is the government looking 
at Western Power as simply a cash generator and not a power generator?  If the private sector can produce and 
sell power for less than the state-owned utility and still make a profit, we should be encouraging this.  It seems to 
have been very difficult under the existing structure for private generators to make the required capital 
investment in the system.  The Tenterden bushfire was a direct result of Western Power’s failure to maintain a 
safe electricity network in the south west.  It has been found that that tragedy might have been prevented had 
Western Power utilised its resources to repair damaged poles, maintain and improve the sagging lines, and 
prevent the growth of the potentially hazardous bush in some of the areas that the transmission lines go through.  
Even though Western Power is required to maintain fire proof and hazard-free areas around its transmission 
lines, I have seen fires develop at the base of power poles when hot fuses have fallen to the ground.  The tragedy 
that occurred at Tenterden, in which two people lost their lives, could have been avoided if the government had 
allowed Western Power to maintain its network rather than pull the cash out of Western Power in the form of 
dividends to state Treasury.   

Remote areas such as Esperance and Ravensthorpe, which are not on the south west grid, have always been 
required to produce their own power.  Obviously it costs towns more when they cannot utilise the scale and 
capacity that is available in other towns in the south west.  Recently some businesses in Esperance have been 
forced to pay the additional cost involved in producing additional power.  These considerations must be taken 
into account by whatever new entities are formed under this restructure.   

I support the bill, only because I have been assured that over the next four years there will be no cost increase to 
residential consumers of electricity.  I do not want the government to be able to say that any future problems in 
Western Power and in the supply of power in this state can be blamed on the fact that this bill has not been 
proceeded with.  I hope the bill will achieve what we have been assured by the minister who introduced the bill it 
sets out to achieve.   

HON BRUCE DONALDSON (Agricultural) [8.03 pm]:  I have some concerns about the disaggregation of 
Western Power as proposed in the Electricity Corporations Bill.  My concerns are about the distributor network.  
If I remember correctly, Hon Kim Chance was on the board of the former Water Authority of Western Australia. 

Hon Kim Chance:  Yes. 

Hon BRUCE DONALDSON:  In the days of the former State Energy Commission of Western Australia, most 
farmers were happy to get the spur lines onto their property and be included in the distributor network.  The 
network was designed to provide some equity and fairness in the distribution of power on the south west grid.  It 
enabled most of us to get rid of the old lighting plants that used to thump away and run our fridges and freezers.  
I remember that a mistake was made on my farm, because they put a five kilovolt transformer at the distribution 
point on the farm, which meant that when we were using some of the equipment in some of our sheds, the power 
used to dim in the two houses on the property.  When we complained, SECWA finally realised that a 10 kilovolt 
transformer should have been put on our pole, because that would have given us about 18 or 19 kilovolts on the 
demand load over a certain period of time.  Once that was done, everything was fine.  We were very happy when 
we received the power on the spur lines, because with the old power plant we had to continually change the oil 
and make sure the overhead tank was linked to it so that nothing would happen to the oil pressure.  We actually 
had warning equipment on it so that it would cut off automatically if something did happen with the oil pressure.  
We also used to have trouble with the switching, because often it would switch off unnecessarily.  Therefore, we 
welcomed that.  Of course, as things went along, not all the spur lines were built, and the amount of power that 
they could transmit was not sufficient for the equipment that was being used on the farms and for the towns as 
they grew.  

It is now proposed that Western Power Corporation be split.  I am concerned about the age of the network.  
Some of the spur lines and extensions to the grid have been around for about 40 years.  Over a number of years, 
the required amount of money for maintenance has not been put into the network.  I am not talking about only 
the past four years; it has been an ongoing problem.  Governments like to grab hold of their tax-equivalent 
dividends.  All governments do that.  We cannot blame only this government.  I guess we were just as culpable 
when we were in government.  The problem is that because no income is generated from the generation and 
distribution of electricity, there is no guarantee that the required amount of money will be put into maintenance.  
The government has made some commitments on this matter.  However, after the splitting up of Western Power, 
who will be willing to put money into a network that is providing no income whatsoever to the government?   

Hon Kim Chance:  Other people know about this better than I, but I believe the network is one of the most 
profitable components of the corporation. 
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Hon BRUCE DONALDSON:  It will be if it can on-sell the third-party access.  However, there is no third party 
that will produce income from the actual infrastructure.  Money will need to be put into it, because it will not be 
generating its own money for maintenance.  There is no way it can do that, unless it is using that network to 
provide third-party access to it.   

Hon Kim Chance:  The network effectively charges a carrier fee, although it does not identify it as such.   

Hon BRUCE DONALDSON:  Yes, I realise that, but that has not been spelt out well enough.  This is the main 
concern of many country people.  Let us face it.  The demand for energy on the grid system in many areas, 
particularly the outlying or the end of the line-type towns, has outstripped the capability of the network.  The 
system needs to be upgraded.  We all know that will cost a significant amount of money.  I do not know how this 
money will be shared around.  I hope we will learn more about that either during the second reading stage or in 
committee.   

I have never seen any legislation yet that has delivered the outcomes that are talked about.  We are told this 
legislation will give us more competition and greater control and will lower the price of energy for businesses in 
Western Australia.  The legislation may have good intent, but I am not sure that it will deliver the outcomes.  I 
will tell members why.  I was not in favour of the splitting up of the former Water Authority of Western 
Australia.  However, the government of the day decided in the party room that that is what would happen.  The 
reason I asked the minister that question earlier is that I remember that the minister was on the board of the 
Water Authority, because I was on the next layer down representing local government.  I remember that we went 
to a board meeting that the minister was at.  When the Water Authority was split up into the Water Corporation 
and the Water and Rivers Commission, I am not too sure that we did not also remove the ability of the Water 
Authority to be visionary in its thinking and to plan for its future requirements, which I know it had been doing.  
It was doing it in the early 1990s or late 1980s.  I can remember being in the parliamentary dining room for a 
briefing by the then Water Authority about its projected 10 to 15-year plans.  That is when I first said that two 
D9 bulldozers should be employed to thin out the vegetation in the existing catchment areas.  One of the Water 
Authority people said, “Well, actually, you’re right but who’d be game enough to ever suggest that?”  He agreed 
that selective thinning and possibly some controlled burning was needed.  In fact, a very bad bushfire has helped 
the Mundaring Weir catchment.  Its level is now 40 per cent of capacity.  Given the rainfall this year, the run-off 
has dramatically exceeded the usual expectations compared with that for some of the other water catchment 
areas.  

The other body created by the split of the Water Authority was the Water and Rivers Commission.  It might have 
been established under the legislation with the right intention and to achieve good outcomes but it has become a 
de facto Environmental Protection Authority.  Another level of bureaucracy has been stuck fair in the middle of 
the EPA and the Water Corporation.  The commission has gone off the rails.  The Water Corporation is seeking 
to achieve its vision, whether it be desalination or the outcome of the Wungong catchment area trial.  Why are 
we spending so much money on a trial when we all know the end result?  We are wasting a heap of money 
because it is well known that the small tussocky plants that have grown in the catchment area are affecting the 
natural subsurface run-off.  Selective thinning is not the only answer.  The Water and Rivers Commission has 
stymied the Water Corporation’s visionary thinking.  

In considering this issue I thought of Wesfarmers, a company with a board of directors, which began as a group 
of farmers sitting around a table.  However, they were smart enough in their cooperative days to recruit very 
good chief executive officers, or managing directors.  Wesfarmers had a succession plan.  We very seldom see 
Wesfarmers seeking to recruit people from outside the organisation; they are groomed from within.  Some of the 
people who have come up through the system are the likes of Trevor Eastwood, Michael Chaney and now 
Richard Goyder.  Wesfarmers has changed the structure of its board.  The board voted to change on a rotational 
basis.  Hon Kim Chance knows Kevin Hogan as well as I do.  He was deputy chairman with the late Harry 
Perkins, for goodness sake.  They were like chalk and cheese in many ways but, gee whiz, they worked solidly 
together.  With their fellow board directors they have moved on.  Wesfarmers appointed a managing director and 
under him are four line managers running Bunnings, Kleenheat Gas etc.  Wesfarmers’ divisional line managers 
are top managerial people.  Those line managers are now answerable to Mr Goyder, following Mr Michael 
Chaney’s retirement.  Wesfarmers’ company structure was very successful because it could control its own 
destiny.  BHP Billiton, for example - 

The DEPUTY PRESIDENT (Hon Ray Halligan):  Hon Bruce Donaldson is giving us a marvellous 
dissertation about corporate structures.  However, I ask him to periodically refer to the Electricity Corporations 
Bill.  

Hon BRUCE DONALDSON:  I am trying to paint a picture.  

The DEPUTY PRESIDENT:  I thought that was the case.  
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Hon BRUCE DONALDSON:  I am trying to indicate the reasons for my concerns.  Splitting Western Power 
could destroy its very good managerial visionary planning for the future.  I am trying to provide examples of 
conglomerates that have operated successfully without being broken up.  I will talk about Alinta in a minute.  
The same applies to Rio Tinto, which is controlled by a managing director, and its various operations are 
controlled by very good line managers.  Members opposite should ask the management of Alinta if it would like 
Alinta to be split.  The chief executive officer would hyperventilate at the mention of it.  Alinta has been 
structured as a very profitable organisation, demonstrated by the success of its shares.  Anyone with Alinta 
shares must be happy.  

Is it really necessary to split a government agency, thereby removing it further from the oversight of a minister 
of the Crown and leaving it exposed to more isolated directions?  I acknowledge that certain provisions can be 
included in the legislation to ensure that Western Power meets its community service obligations.  Third party 
access exists under the present regime.  Western Power already buys power.  Emu Plains, for argument’s sake, 
was opened last Saturday or the Saturday before by the Premier.  

Hon Kim Chance:  That is the beginning of the competitive environment.  

Hon BRUCE DONALDSON:  Was not renewable energy being provided by BP at Kwinana when it stopped 
the old gas flair some years ago?  The Leader of the House might remember the old flair.  

Hon Kim Chance:  I do, indeed. 

Hon BRUCE DONALDSON:  That gas burn-off now powers the plant.  That power is available.  When the gas 
pipeline was taken through to Kalgoorlie, mining companies had the opportunity to on-sell power if they needed 
to.  They dropped their own big gas turbines into the line to generate power, and that is actually happening.  The 
failed Boodarie Iron plant in Port Hedland is now ready for the scrap heap.  What a job it will be to pull it down.  
It will no doubt cost $350 million or a lot more.  Any financial calculations made concerning Boodarie Iron in 
Port Hedland have been out by about $1 billion.  What will it cost to pull down and rehabilitate the site?  A 
chemical company very seriously considered using half of the BHP Boodarie Iron gas plant to manufacture 
fertilisers.  Apparently the company visited the site but considered it would be cheaper to build a new plant; 
therefore, it was scrapped.  It had sufficient capacity to supply - not the grid as we know it - the Port Hedland 
area.  Renewable energy opportunities were available, so we cannot claim third party access for generation that 
did not exist.  However, as the powers that be keep telling me - I go along with the people who briefed us in the 
party room; I have heard and read bits and pieces - the opposition is supporting the disaggregation of Western 
Power, and some very compelling reasons have been given for that.  I will nonetheless be very concerned if that 
distribution network is not looked after.  

People are concerned about whether the sale of Telstra will have an impact on the telecommunications network 
in rural and regional Western Australia.  The same people do not know what to think about this disaggregation.  
However, they are saying to me and probably to the Leader of the House that they are concerned about what will 
happen.  Will they benefit from this so-called disaggregation through greater competition for electricity 
generation?  At the end of the day, we can generate all the power we want, but if we cannot deliver it, it is not 
much good to us.  It was interesting to read a very good comment by Western Power in the papers that we were 
fortunate in having a reasonably good summer.  Despite all the contingency plans Western Power had in place to 
pick up any shortfall in the necessary generation of power, it would have been struggling to meet a strong 
demand caused by very high temperatures for days on end.  Various newspaper articles have referred to the 
amount of airconditioning being installed these days.  It has gone mad over the past five years.  People involved 
on the retail side of airconditioning have been having a birthday.  First of all, a large amount of residential 
building has been going on.  There has been a huge number of building approvals.  When I got married, if we 
had a fan, we were lucky.  We would adjourn to the cold floor in the bathroom, because that was the only 
airconditioning we had!  Of course, in this day and age, the first thing that the young ones want is an 
airconditioner - usually a reverse cycle airconditioner. 

Hon Kim Chance:  About 10 kilowatts. 

Hon BRUCE DONALDSON:  Yes, about 10 kilowatts.  They will not wait around and open up a window; it is 
not safe; therefore, they must have airconditioning.  Of course, the old story is that when people are building a 
house, they might as well put in all the airconditioning as they are building it, because it is far cheaper to do it 
then than get someone in three years later to try to install fully ducted airconditioning.  As we all know, the 
demand for power - we all use it - for airconditioning is huge.  The question has often been asked: should people 
put in airconditioning?  The average consumer or the average elector will say that he has every right to have 
airconditioning, the same as everybody else.  Everyone has either an evaporative cooler on the roof or two 
whopping big plants, one at each end of the house.  We have two.  It is overkill, because the house we bought 
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happened to be built by a bloke who worked in the airconditioning field.  He put in the very best and the most 
expensive-to-run units, which we could well do without.  However, that is beside the point. 
I hope that the outcome that has been suggested will come to fruition; but, gee, in five to 10 years, when I am not 
in this place, I might write to the newspaper and say, “I told you so.”  I hope that will not be the case.  We will 
watch this space as time goes on.  I just hope that this will not be another example of a utility being 
disaggregated - split up - and the suggested outcome not coming to fruition.  Quite frankly, I was never very 
happy with what happened to the Water Authority of Western Australia.  I thought it had a pretty good set-up.  I 
believe it should have been allowed to run its race.  I can go back to the days when the Leader of the House was 
with the Water Authority - or he may have just come into Parliament - and Ernie Bridge developed the 
minimum-cost extensions to the existing goldfields network into the agricultural areas. 

Hon Kim Chance:  No, I was still on the Water Authority. 

Hon BRUCE DONALDSON:  I thought the leader might have been.  I remember Ernie Bridge saying to me 
that I had better go along with him to a meeting in the Water Authority building.  He asked a couple of the 
engineers, “How many hours do you pump water?”  They said, “Oh, minister, probably eight hours.”  He said, 
“Why can’t you pump for 16 or 20 hours?”  They said, “We’d have to build up the headworks.”  He said, “Why 
would you have to build up the existing headworks?”  They said, “I don’t suppose we probably would have to.”  
He said, “Well, you do it.”  That program that Ernie Bridge developed was one of the best things that happened 
in many of the agricultural areas.  It was a wonderful program.  I was glad when our government continued to 
pump money into it.  I know that in certain areas, a lot of farm dams failed and as result farmers had practically 
no decent ground water.  Surface water was almost impossible to hold.  However, as a result of the 
implementation of that program, they were able to run stock and have a decent quality of life.  They may have 
even had a bit of green lawn around their house.  They were able to have a shower without having to pump water 
on a regular basis from miles and miles away to fill an overhead tank just to exist on their farm.  In this day and 
age, fairness and equity prevail, and Ernie Bridge helped achieve that for an awful lot of people. 
I know that some members will probably disagree with me, but I often think that those people had a pretty good 
set-up in that area.  Those people had vision.  Successive governments should have allowed them to march on.  
Instead of governments taking some of the tax equivalent dividends, they should have left a bit more of that 
money in the system.  Let us face it, our government was ripping it out just as much as any other government.  
We should have left some of that money for the State Energy Commission of WA, as it was called in those days, 
and for Western Power, as it is called now. 

My only concern is about the network distribution.  No doubt I will be assured by the Leader of the House in his 
summing-up of the second reading debate and in the committee stage that -  

Hon Kim Chance:  All your concerns will fly out the window. 

Hon BRUCE DONALDSON:  Yes, they will just fly out the window.  However, as I said, I hope I will never 
have to say, “I told you so.” 

HON NORMAN MOORE (Mining and Pastoral - Leader of the Opposition) [8.26 pm]:  I will make a few 
comments on this bill.  I must say, as a number of other members have said, that I am not totally convinced that 
this is the course to follow to improve the efficiency and effectiveness of our electricity system in Western 
Australia.  However, I must also say, as Hon Anthony Fels has said, that I am sick of the government taking the 
view that because this legislation was not passed, it is somehow our fault that the system does not work.  
Therefore, I am happy to acknowledge that the government was successful at the last election, and I am quite 
happy to put my hand up for this legislation on the basis that the government can claim a mandate for it and that 
we should now give it a try.  In the event that it succeeds, the government can claim credit.  In the event that it 
fails, it can take the blame, because no longer can it accuse the opposition of getting in the road of its so-called 
reform package. 

With that in mind, I am prepared to put my hand up for this bill, which is to separate Western Power into four 
entities, the theory being that the separate entities will create a more competitive and, therefore, more efficient 
electricity supply system, and, one would hope, cheaper power.  However, that is yet to be seen, because the 
biggest problem facing Western Australia, particularly Western Australian industry, these days is the price that 
must be paid for power by industry right across the board.  That is the reason the Chamber of Minerals and 
Energy of Western Australia and the Chamber of Commerce and Industry of Western Australia have been so 
adamant that there needs to be reform in the electricity system, and that is why they have made sure that the 
Liberal Party at least is very much aware of their view on this matter.  They have chosen to go along the path 
that the government has determined to go down on the basis that the changes that are being proposed will lead to 
cheaper power and a more efficient sector. 
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As we all know, there is clearly a significant need for improvement in the delivery of power in Western 
Australia, and a serious need for an improvement in the effectiveness of the Western Power organisation.  I 
believe that the Western Power management these days acknowledges that.  In the briefings we were given on 
this bill, there was clear evidence that the Western Power management group is supportive of the course of 
action being determined by the government, that it is keen to get on with the job, and that the delays and 
confusion brought about by the lack of progress of the legislation have been an impediment to improving the 
effectiveness of the organisation.  No doubt there are people within Western Power who do not want this to 
happen, just as there were people in the Water Corporation who did not want to see the effect of the 
disaggregation that occurred when the Liberal Party was in office.   

Hon Bruce Donaldson mentioned the more obvious problems currently facing the system.  Members are aware 
of the power blackout threat that Western Australia has faced in the past and the extraordinary situation that 
occurred on a very hot day during the summer before last when people turned on their airconditioners.  This led 
to a serious crisis in the Western Australian power supply system to the point at which the state faced a chaotic 
situation.  As a result of that, some quite extraordinary and expensive delivery systems were rented by Western 
Power to see us through the last summer.  It had more to do with seeing us through the last election as opposed 
to seeing us through the last summer.   

Hon Graham Giffard interjected. 

Hon NORMAN MOORE:  Any government that goes to the lengths this Labor government went last summer 
to make sure there was enough power clearly demonstrates that its concern was not about people’s 
airconditioners or the supply of power, but about getting votes for its party.  It managed to get enough capacity 
in place to see it through this situation but the summer was not as hot as we expected.   

This bill is in response to a constrained assessment of Western Australia’s power supply and demand.  It was 
constrained by a number of political imperatives.  As a mature Western Australian society, the time has come for 
us to sit down and have a real debate about energy supply without the constraints of the political ideology that is 
affecting this particular situation.  This bill is in response to the Labor Party’s political view of the world and is 
not necessarily a bill that takes into account a whole range of other factors that need to be considered in the 
supply and delivery of energy.  I will mention a couple of those factors.   

Privatisation is not on the agenda.  It is simply a government policy decision that is not to be considered; 
therefore, privatisation is not part of the equation.  It needs to be part of the debate on energy.  Whether the 
government decides to do that down the track ought to be the subject of a rational and proper debate about 
whether it would deliver cheaper and more efficient energy, rather than simply saying it is not on its political 
agenda and, therefore, let us not even contemplate it.   

Nuclear power is off the agenda for political reasons as much as anything else.  We have not considered that in 
the context of Western Australia’s energy needs, because politically it is too hard for anyone to grapple with; 
therefore, it is not on the agenda. 

Coal, which members know is a contributor to the greenhouse gas emissions, is still on the agenda in a big way, 
albeit the most recent decision was not to use coal but gas for the next power station.  Coal is still on the agenda 
and it will come down to coal supplying 50 per cent of Western Australia’s energy.  It is on the agenda for quite 
obvious political reasons.  Collie is a seat that all parties want to win. It has changed hands a few times recently, 
because of the way the boundaries had been drawn.  Coal, as a supply of energy, is on the agenda for political 
reasons, as much as for any other reason.   
Gas is on the agenda again because it is relatively cheap these days.  It could be cheaper within Western 
Australia. The price we get for gas on the international market is considerably less than what one pays on the 
domestic market.  We need to carefully look at whether we can get a better return for our dollar for gas use 
within Western Australia. One of the reasons I am concerned about Gorgon is that, ultimately, there is no 
requirement for gas to come on shore.  Also, we need to increase the capacity to get gas to areas where it is 
needed to generate electricity.  Members will recall the problem with the supply of gas because of the problems 
experienced with the Dampier to Bunbury pipeline and the problems the company had in delivering on what it 
had purchased; that is, the potential to increase the capacity of the pipeline to the south west.  Hopefully, that is 
in the process of being sorted out, but we need to get more gas to the south west if gas is to become a serious 
competitor to coal in the future.  I am aware that the government is seeking to reach a 50-50 coal-gas balance, 
but the gas must be able to get here for that to happen.   

Renewable energy is something we used to laugh about in the old days, but there is an increasing interest in what 
it can deliver.  Wind power has been created in Western Australia and other parts of Australia in large quantities.  
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There may be a more significant future for renewable energy.  If we put particular percentage requirements on 
that in the future, problems will be created.   

An informed public debate is required on Western Australia’s energy needs and supply.  It should not be 
encumbered by the political jargon and rhetoric that surrounds all the ways in which electricity can be generated.  
If we had an open debate that took into account privatisation, nuclear energy, coal, gas, renewables and other 
issues that are not surrounded by political rhetoric, eventually we might find out the best solution for Western 
Australia’s energy needs.  Also, we may be able to work out how it can be delivered at a price that is far cheaper 
than it is now.  It will allow the Western Australian economy to grow in those areas where there is a significant 
demand for energy.   

Without going into this in any great depth, because this is not the time for that, for the Western Australian 
economy, that is totally dependent upon our primary industries - I include mining - the price of energy has been 
one of the most debilitating factors in this state’s capacity to go to value adding and downstream processing and 
the creation of a manufacturing sector.  I am very concerned that we are going further and further backwards in 
the concept of seeking downstream processing.  For example, now we have less downstream processing of iron 
ore than we had 10 or 15 years ago.  I was talking to a journalist today who wanted to talk about that issue.  In 
the past, we had the Wundowie pig iron plant, pellet plants at Dampier and Cape Lambert, HIsmelt at Kwinana 
and the direct reduced iron processing plant in Port Hedland.  All we have now is HIsmelt.  We are worse off 
than 10 or 30 years ago in terms of value adding in iron ore.   
Charles Court will tell members the reason that there was not a greater requirement on iron ore companies to 
engage in downstream processing and the creation of steel in Western Australia when the state agreement acts of 
the 1960s were written, is that there was no energy of any significance and of the quantity needed for serious 
downstream processing.  In other words, we had not found the North West Shelf.  Hamersley Iron and Mt 
Newman created two magnificent iron ore ventures, but were unable to go to the next step of value adding 
because energy was far too expensive.  The pellet plants at Cape Lambert and Dampier probably closed down 
because of the oil crisis in the 1970s and never reopened.  Subsequent to those state agreement acts, where there 
was some requirement for downstream processing in the future, we have now found this massive energy source 
in the North West Shelf, with gas coming out our ears, and the time is ripe for us to say to the major companies, 
“You must start delivering on your obligations in terms of downstream processing.”  However, BHP is about to 
spend $300 million to close down and dismantle the DRI plant at Port Hedland.  I cannot understand that.  I am 
trying to work out how to get the contract for that.  Dismantling something for $300 million makes it sound like 
there is a bit of a profit attached to it.  Hon Bruce Donaldson mentioned rehabilitation of the site, but I do not 
know whether very much rehabilitation will be required for that site.  I would have thought that somebody might 
even buy it.  I am told it would cost more for somebody to buy it than to make it work properly.  We have now 
reached the stage at which only a small and diminishing amount of value adding takes place in Western 
Australia, at a time when we have abundant energy.  We must turn that abundant energy in Western Australia 
into cheap power, which should then be used to encourage value adding of our resources.  The time will come in 
the not-too-distant future when we do not have any more resources and we do not have anything to show for 
them except a stack of royalties that was spent on public servants’ salaries.  That is why, instead of a bill like this 
that responds to a very constrained set of political requirements, we need a broad, total, informed, sensible, 
logical and mature debate about the whole energy system so that, for the first time in Western Australia, we can 
create a manufacturing industry.  If we do not, jobs for our great-great-grandchildren will not be available in the 
resource sector.  They either will not be needed because of increased capital expenditure and diminishing 
workforce requirements, or they will not exist because of the depletion of those resources. 

A publication released by the Department of Industry and Resources stated that if the total known reserves of 
high-grade iron ore in Western Australia were divided by 400 million tonnes, which is roughly the amount we 
will be exporting for the next four or five years, the life of our high-grade iron ore is 35 years.  I remember being 
told once that we had enough iron ore to last us for one million years.  We probably have, but vast amounts of 
that would be very low-grade.  However, the high-grade stuff is disappearing very quickly.  We have been 
mining it for about only 40 years, so if we had none left in 40 years’ time, it would mean that in 80 years we 
would have got rid of all our high-grade iron ore.  We would have nothing on the ground to show for it except a 
hole and we would have wasted a tremendous resource.  I would love to see high-grade iron ore being turned 
into motorcars in Western Australia, rather than in China or Japan.  It cannot be done, because of the obvious 
cost problems we are faced with in Western Australia, one of which is energy.  We can start dealing with energy 
if we develop an open mind on all issues surrounding it.  That is the hobbyhorse that I am riding around these 
days.  We really need to deal with that and start thinking beyond the royalties we get for sending iron ore and gas 
to China.  We must start thinking about how we can better utilise the resources we are so fortunate enough to 
have. 
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I will raise a couple of other matters very quickly in conclusion.  It has been mentioned before that not just this 
government, but also previous governments have been milking SECWA, as it was, and Western Power of funds.  
Generally speaking, governments have not asked how much Western Power can afford, but how much the 
government needs to balance its books.  I recall that a $20 million lump sum was taken relatively recently to 
patch up a little budgetary problem that the government had.  That should not be the way in which we deal with 
this organisation.  It should be able to use its profits to upgrade its infrastructure, particularly the network.  We 
must work on the basis that the funds generated by these organisations, albeit that they are government 
organisations, should relate to their needs not to those of the government.  There is no doubt in my mind that the 
network will require vast amounts of money to bring it up to scratch.  It is good in some places and bad in others, 
but if the only funds to upgrade the network come from the charges levied on the companies that hire it, I 
wonder what effect that will have on the prices that will have to be charged.  There is clearly a need for a 
significant capital injection right now, and if the money necessary to upgrade the network is in the amount that I 
think it will be, then the funds that will be generated through hire charges or the charges levied on carriers will 
be nowhere near enough to pay for the fundamental infrastructure upgrading that is needed.  It may be enough to 
keep them operating, but not enough to carry out the capital works that are necessary. 

The Liberal Party, as members know, wrestled with this issue for a long time.  We had different points of view 
on this and our former leader was very strongly opposed to this bill.  We have now made a decision to support it, 
partly influenced by the decision of the current minister to agree to cap price increases for non-contestable 
customers for four years.  That is an achievement we have made in the context of this debate, and it is one of the 
reasons we are prepared, on this occasion, to put up our hands.  As I said at the beginning, I support the bill with 
reservations.  I look forward to seeing what will happen, and to the government taking either the credit or the 
blame without being able to blame anyone else for the situation in which we find ourselves.  More importantly, I 
am looking forward to the day when we can actually have, as I said a while ago, an unencumbered debate about 
our energy needs so that we can look beyond the immediate to the future of downstream processing and 
manufacturing in Western Australia, and how the price of energy can be reduced to allow that to happen.  That is 
far more important than what this bill deals with.  With those few words, I hope that the outcome of this process 
is that we do not have a power blackout when we turn on our airconditioners next time, and that we can rely on 
the system to provide for all our needs and create a system that is significantly cheaper than it is now.  Without 
that, the economy of this state has a very limited future. 

HON SIMON O’BRIEN (South Metropolitan) [8.47 pm]:  The process contained in this bill has a relatively 
long and chequered history, particularly if the time frame one applies is the hackneyed notion of a week being a 
long time in politics, because this bill has been around since the last Parliament.  The issue attracted a great deal 
of attention then, as it does now, and rightly so because the stakes are particularly high.  Indeed, much of the 
colour that has surrounded debate previously and now is influenced very much by personal perspectives, not the 
least of which comes from various interested parties, including those who already have a significant vested 
interest in Western Power either remaining as it is or becoming several different corporations.  Whenever there is 
change in such an entity, there will inevitably be winners and losers.  Similarly, under a new regime such as that 
anticipated by this bill, there is potential for some people to be very big winners and some to be losers.  I am 
concerned to make sure that the state of Western Australia and its people are the biggest winners.  To do that we 
must make sure their long-term needs are recognised and do everything we can to put in place a system or 
regime that has sufficient regard for those long-term needs. 

A lot of people consider their electricity needs only in terms of their immediate needs in a domestic setting.  Will 
there be spikes that will muck up the computer or other sensitive equipment in the home?  Are the lights and 
airconditioners going to work?  We have heard references to blackouts, brownouts and the like.  However, the 
future of energy in this state is very much about the large-scale capacity of the state to access energy - 
specifically electricity in this case - and to apply it to a range of circumstances and situations.  The Leader of the 
Opposition has just mentioned a few of those.  He pointed out that one of the things that has retarded this state - I 
have mentioned this during my Address-in-Reply speech - is the relative lack of power in Western Australia to 
run a range of industrial purposes.  The supply of power must be plentiful and ongoing and be competitively 
commercially priced.  That is and always has been a restraint on the growth and securing of the future of this 
state, as the Leader of the Opposition has just reminded us.  The bill before us is basically the same as its 
predecessor that was introduced into the previous Parliament.  This bill establishes a framework within which the 
long-term future needs of our state will be based.  I hope that the opportunities that arise from the new structure 
will meet the needs of the state into the future.  I have had some misgivings about that for some time.  Although I 
will support the bill, I am a little concerned about what is driving it. 

I have just mentioned in my opening remarks that I have been struck by the varying perspectives of those who 
have an interest in the form of the current and future electricity market of Western Australia.  Some political 
dimensions are involved.  We have already seen how this can be a very significant political issue for a range of 
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concerns.  The minister who is driving this bill, and the government, have been concerned primarily with 
political considerations from day one.  That is not to say that that is a crime or that they should disregard the 
political considerations; that is the world in which we live.  I understand why the government is guided by those 
considerations.  It is a political consideration whether the lights are on and whether power failures occur at times 
of high electricity demand for airconditioning in the domestic market and so on.  However, as I said, that is not 
the main game of this bill.  It will always be a major local political issue when the domestic power supply goes 
on the blink.  It will always be a political consideration regardless of whether the supply of power is disrupted by 
storms and tempests, in which case it is a matter of how quickly power can be restored, or whether it is disrupted 
through a lack of planning.  Unless the government responds quickly, it will suffer politically at the time.  
However, that is not what this bill is about; it is about the long-term security of Western Australia’s electricity 
supply and how it is made available to the various major customers that need it. 

A lot of talk about electricity competition and about choice of buying electricity has accompanied this debate.  
The fact is that for a very long time not many customers will have a choice about where they purchase their 
power.  Realistically, in the short to medium term at least, everyday customers will not have a choice.  That is 
another reason why I say this debate is about the big picture rather than the domestic scale of the electricity 
supply.  Life will go on regardless.  People will continue to run their houses with electricity.  Light bulbs will 
flicker on and every now and then the lights will go on the blink.  Heaven forbid it should happen on the 
Thursday before the next state election during the middle of a heat wave, but these types of things do happen 
occasionally. 

Hon Kate Doust:  How many novenas are you saying for that? 

Hon SIMON O’BRIEN:  I would hate to see that happen.  However, that is not what this bill is about.  Millions 
of domestic customers in Western Australia will continue to need and receive their domestic power supply.  This 
is about the larger scale and how we equip our commercial and industrial landscape with the power that it needs 
in the future.  It needs power in quantity at a competitive price.  This can be done in a couple of ways.  I do not 
propose to bore the Leader of the House by speaking about each of the numerous proposals - 

Hon Kim Chance:  You could never possibly bore me. 

Hon SIMON O’BRIEN:  I could try. 

Hon Ljiljanna Ravlich:  You could certainly bore me, that’s for sure. 

Hon SIMON O’BRIEN:  That is because the minister has such a short attention span. 

Hon Ljiljanna Ravlich:  I can assure the member that it has nothing to do with having a short attention span. 

Hon SIMON O’BRIEN:  Possibly it is the minister’s retention or memory capacity.  The fact is that the model 
before us is contained in the Electricity Corporations Bill 2005.  We will consider that during the consideration 
in detail stage shortly when the bill passes its second reading with the support of the opposition.  However, one 
of the models that we are not considering is an immediate deregulation of the generation and retailing aspects of 
energy.  That is specifically not a part of this bill or of the government’s program.  I will place some thoughts on 
record about that.  No doubt the government has some good reasons for this, and I will speculate on one or two 
of them.  Perhaps the responsible minister might do me the honour of commenting on my thoughts in due course.  
What would be the difference between the immediate, genuine deregulation and opening up of the generation 
and retail markets, as opposed to Western Power simply being restructured into various components with a view 
to them being encouraged to be open to competition in due course?   

Hon Kim Chance:  No difference at all because that is exactly what the bill does.  However, it does not provide 
immediate full contestability. 

Hon SIMON O’BRIEN:  How could the government have provided full immediate contestability? 

Hon Kim Chance:  By accelerating the rate of competitive forces. 

Hon SIMON O’BRIEN:  What does that mean? 

Hon Kim Chance:  Full deregulation. 

Hon SIMON O’BRIEN:  Has the government contemplated selling any component of Western Power? 

Hon Kim Chance:  No. 

Hon SIMON O’BRIEN:  No, it has not and it is not going to. 

Hon Kim Chance:  No, simply to open the market up to contestability, which provides the private sector with 
significant opportunities. 



Extract from Hansard 
[COUNCIL - Tuesday, 30 August 2005] 

 p4700d-4721a 
Hon Barry House; Hon Paul Llewellyn; President; Hon Anthony Fels; Hon Kim Chance; Deputy President; Hon 

Bruce Donaldson; Hon Norman Moore; Hon Simon O'Brien; Hon Ray Halligan 

 [19] 

Hon SIMON O’BRIEN:  It does provide the private sector with significant opportunities. 

Hon Kim Chance:  The danger of selling is that you make a mess like you guys did when you were in 
government.  You sold the pipeline to Epic and left us with the problems that we inherited - an under-performing 
company. 

Hon SIMON O’BRIEN:  That is a highly arguable proposition that the Leader of the House has put forward. 

Hon Kim Chance:  When privatisation goes wrong, it goes spectacularly wrong.  That is the problem with 
privatisation.  That is what we had with Epic - it went wrong. 

Hon SIMON O’BRIEN:  It is also the case that when government enterprises go wrong, they are capable of 
going spectacularly wrong. 

Hon Kim Chance:  No.  They go wrong much more slowly. 

Hon SIMON O’BRIEN:  The whole Rothwells affair was fairly long and drawn out, now that the Leader of the 
House mentions it!  I come back to my earlier remark and explain it by pointing out that this is exactly what I 
meant when I said that, in the elements of self-interest, there are elements of political ideology. 

Hon Kim Chance:  That is not political; that is opening up the market at a pace that the economy and market 
can absorb. 

Hon SIMON O’BRIEN:  No.  It is a refusal to privatise.  Ultimately, if we want to see full deregulation at the 
appropriate pace, as the Leader of the House says, and a true freeing up of the market and a capacity for the 
entirety of the retail sector to be addressed by entities other than by Western Power at some stage in the future - 

Hon Kim Chance:  We will reach a point where there is no commercial attractiveness.  That is true for the 
current market, anyway. 

Hon SIMON O’BRIEN:  Indeed, that is the case.  I certainly know at the moment that Western Power has a 
significant value in its retail and generation arms.  From the moment we fully embrace the proposal and then 
proceed down the path of deregulation, Western Power will have its own value decline in the market as it goes 
from the dominant and highly valued corporation that it is to a situation in which various other players move into 
the field and take a proportion of the market. 

Hon Kim Chance:  Only if it is uncompetitive. 

Hon SIMON O’BRIEN:  Inevitably, there is a portion of the market that will be available to other competitors. 

Hon Kim Chance:  Yes, but that does not mean that they will win it.  A competitive environment is just that.  It 
is about the private and public sectors competing on equal terms. 

Hon SIMON O’BRIEN:  Here is the difference.  How are the private and public sectors going to compete on 
equal terms?  By definition, it is not going to happen. 

Hon Kim Chance:  It will be through the principles of competitive neutrality and the economic regulator.  There 
are a number of things in place that have historically not been in place.  That is how we achieve a level playing 
field. 

Hon SIMON O’BRIEN:  I am interested to be told these things by a Labor government.  The faith that is being 
exhibited is touching. 

Hon Kim Chance:  Especially by a hardline regulator member of the Labor government! 

Hon SIMON O’BRIEN:  Indeed. 

Hon Kim Chance:  I believe implicitly in what I am saying!   

Hon SIMON O’BRIEN:  I now know that portions of our market for electricity generation and electricity retail 
are substantial and will grow in the future and will be worth a lot of money.  They are worth a lot of money now 
and they will be worth a lot more in the future.  Access to those sectors will be available to other corporate 
entities for nothing in the future bar their own capital investment.  For all practical purposes, the inherent worth 
of Western Power could be sold.  I am not necessarily saying that is what we will do.  Its wealth could be sold to 
a number of corporate entities and realise a very significant return to the state or, conversely, if we go down this 
track - as we will - the competitors will move in and, using their own competitiveness, take shares of the market 
over the course of time.  I do not know how much they will take.  They will get it for nothing.  In effect, we are 
destroying much of the inherent value of Western Power for the sake of the deregulated, open market.  That may 
be a worthwhile investment for the end result.  As I said in my opening remarks, this is about where we go in the 
big picture as a state in the future.  The investment may be right.  I do not think it is possible for us to speculate 
today about what the outcome will be.  I think I know what the minister might tend to say and I think he knows 
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what I might tend to say.  That is a value judgment.  In any case, by the time we find out, no-one will be reading 
much of this record anyway.  I make that point. 

Hon Kim Chance:  What is interesting in the context of this debate is that I had not realised how small 
customers were to fit into the market slot that was contestable.  It has got down to the scale of business - 
consumer size - that is about the size of a middle-sized bakery.  That is how small a customer is.  We are talking 
about a small to middle-sized commercial bakery at the contestable level because we have been going through 
the step process and coming down.  I will go into that in more detail.  It is a much more contestable market now, 
albeit only at the commercial level, than we imagine it is.  However, that is where the money is.  We have been 
going through the step-down process for contestability thresholds for quite a while now. 

Hon SIMON O’BRIEN:  Yes.  In any case I acknowledge what the Leader of the House says.  He is right.  
There is already some contestability and the scale of customer who can access that is becoming smaller.   

I listened with interested to the remarks of Hon Paul Llewellyn who, in particular, wanted to relate his 
observations to a micro level, which I think adds a great deal of human understanding to this debate.  He offered 
some other interesting developments, which we have seen in recent times.  He mentioned co-generation.  There 
is a good and fairly early example of co-generation with Tiwest in my electorate in the Kwinana industrial strip.  
For members who are not familiar with it, Tiwest is worth a visit.  The plant manufactures titanium dioxide 
pigment.  Hon Paul Llewellyn would like titanium dioxide because it is a white pigment that is widely used in 
manufactured articles.  It makes things white. 

Hon Kim Chance:  Is there a green version of the stuff?   

Hon SIMON O’BRIEN:  Yes, but it would be awfully artificial.  Whitegoods, paints and a lot of plastics in 
their raw state as petrochemical products are anything but the pure white quite that consumers want when they 
are buying plastic cutlery, fridges or white paint.  However, in the process of producing titanium dioxide, the 
main by-product is lots and lots of super-heated steam.  Therefore, Tiwest entered into an agreement a few years 
ago with Western Power to site a co-located turbine at the plant.  That turbine was launched with much fanfare a 
few years ago.  That turbine uses the surplus steam to produce electricity that is then added into the grid.  That 
steam would otherwise be vented into the atmosphere, and even though that could be done quite harmlessly, it 
would mean that a lot of energy that could be tapped into would be wasted.  These sorts of things have been 
happening for some time.  I am sure that in our future brave new world there will be the capacity for rather more 
sophisticated examples of that.  Perhaps we will see more of the micro changes that Hon Paul Llewellyn spoke 
about, and possibly also some of the macro-sized projects that he also spoke about.  Who knows?  However, at 
least with greater contestability, there will be the opportunity to explore these sorts of things.   

The other key aspect in providing large quantities of competitively priced power for industry is fuel.  That is 
something that could be considered in the debate on this bill, but I will leave that for another debate on another 
day.   

Hon Kim Chance:  Fuel? 

Hon SIMON O’BRIEN:  Yes, raw material fuel, such as fossil fuels, etc.  However, I do not intend to talk 
about that at this stage.  I want to talk purely about what will happen to the relative value of Western Power 
under this new scheme.  I predict that the value will bleed off.  That is not necessarily a bad thing if it pays other 
dividends in the form of a richer and more productive marketplace.  After the event, as the decades go by, we 
will probably be able to measure whether there has been a net economic benefit.  However, that is a matter for 
posterity.  For now, my party has decided that we will support this bill.  I wanted to place my comments on the 
record, and I hope I have contributed something a bit different from the tone of the debate.   

HON RAY HALLIGAN (North Metropolitan) [9.13 pm]:  I want to make a small contribution to this debate.  
My view on the Electricity Corporations Bill is also one of scepticism.  I have yet to see in my mind’s eye how 
the bill will enable Western Power to become a sustainable and viable operation for the benefit of all Western 
Australians into the future.  What the government is proposing to do is a reform in its truest sense.  It is proposed 
that we will end up with a number of generators, distributors and retailers, of whatever form, depending on the 
competition that is created and who is prepared to take up the challenge.  I suggest it will be a challenge for a 
number of reasons.  I will get to that shortly.  The government has said it needs to create this competition.  One 
could very well ask why.  Competition normally causes costs to decrease.  My concern in this instance is that I 
am yet to be convinced - I am sure the Leader of the House will make every effort to convince me - that costs 
will decrease.   

Hon Kim Chance:  Your doubts will fly out the window, along with those of the Leader of the Opposition. 
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Hon RAY HALLIGAN:  I am sure the Leader of the House will be able to convince me, through his eloquent 
observations, analysis and, of course, expertise, and provide that information to us on this side of the house.  I 
believe I have gone down this path previously in this house when I have spoken on break-ups of this nature and 
have said that we are bound to have a replication of different functions, particularly in administration and the 
like, and that added costs will be associated with that.  Even if we can reduce costs in other areas to compensate 
for that, the proverbial bottom line will not change.  These are the areas about which I need to be convinced.  
There is no doubt that demand will increase.  I can probably think back a little further than some in this chamber, 
but I remember what life was like 55 years ago.  I am originally from Leichhardt in Sydney.  Our house had a 
little gas lamp on the wall, made out of brass, and that was our lighting.  It was still operating 55 years ago even 
though we had electricity as well. 

Hon Barbara Scott  interjected. 

Hon RAY HALLIGAN:  We did not have to use it, but we did.  There were very few power points in the 
houses that were built in that era.  Our house had one incandescent globe hanging from the ceiling that was 
usually only about 25 watts; it was very difficult to read by.  As I have said, there were very few power points, 
because there was not a great need for power points in those days.  If we wanted hot water, we would boil a 
saucepan of water on the gas stove.  In the laundry we did not have a washing machine or dryer run by 
electricity.  We had a copper and a mangle.  Things have evolved dramatically even in my lifetime. 

Hon Barbara Scott:  It was the washroom. 

Hon RAY HALLIGAN:  We called it the laundry.  Things have changed dramatically over the years, as has the 
demand for this particular product - electricity.  It has been a godsend.  There is no doubt about that.  However it 
has created a lot of its own problems both in generation and distribution.  We have heard tonight about how 
timber power poles cause problems with fires, and about how in dry spells dust can settle on the condensers, and 
when there is a bit of rain it can cause problems.  Therefore, although the demand has been there, there has been 
a need for more and more infrastructure over the years.  That infrastructure has not always been replaced when it 
should have been replaced.  Hindsight is a wonderful thing.  It is that 20-20 vision that we all love to have.  I am 
no technocrat on this issue.  However, I hear from others that we are reaching a stage at which much of that 
infrastructure will need to be replaced, if not now, certainly over the next 15 to 25 years.  Why is the demand 
increasing dramatically?  It is partly because of the increased population as a result of childbirth and migration 
from the eastern states and overseas.  Our population is continually increasing, and therefore demand is 
increasing.  

New technology is another issue.  I refer again to 55 years ago.  I can recall when we had to be careful how 
many items requiring electricity were plugged into power points.  The current coming into the house was not 
always sufficient; it had a limit.  If I recall correctly, it was quite a small amount of current.  It was therefore 
easy to overload the system and blow fuses.  

Hon Simon O’Brien:  Didn’t you have any two-inch nails to fix the fuses?   

Hon RAY HALLIGAN:  No.  I did not go down that path, but I know of others who did.  The amount of 
electrical equipment in homes today is mind-boggling compared with the amount that was in them 55 years ago.  
People now own up to six television sets, a washing machine, a drier etc.  

Hon Kim Chance:  Home theatres. 

Hon RAY HALLIGAN:  Most have home theatres; they are very cheap nowadays.  Three or four children all 
want their own television, and they invariably get them.  Many other appliances require electricity to operate.  It 
would be interesting to know the increase in demand for electricity in a normal household, if we can call it 
normal, compared with one of 55 years ago.  I think it would be dramatic.  Hon Bruce Donaldson referred to 
airconditioning, which places an enormous draw on power.  I do not envy this or any other government trying to 
continually address electricity demands.  I do not know whether this bill can effect an increase in supply.  Will 
the splitting of Western Power and the creation of competition increase the supply?   

Hon Kim Chance:  It sets out to provide competitive options at the various points in the production and 
distribution matrix.  Those competitive options will, hopefully, provide not only a better price outcome but also a 
better supply and quality outcome.  It will provide the opportunities; it will not do it by itself.  

Hon RAY HALLIGAN:  I understand that.  I appreciate the Leader of the House’s explaining it to me.  My 
difficulty is believing it will happen.  I hear what the Leader of the House is saying but I cannot visualise it.  
There will be smaller units.  To achieve economy of scale, organisations are usually bigger, and the productivity 
of each individual or productive unit within the organisation assists in reducing costs.  If those costs are passed 
on, prices will be reduced.  Smaller units might present some difficulties in that regard.  I am not suggesting for 
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one moment that that will not create competition.  It will create a level playing field; they will all be in exactly 
the same situation, albeit on a higher plain where costs are higher.  They will all still be competing, but that will 
not necessarily bring down prices.  

Hon Kim Chance:  I take your point but that hasn’t happened in telecommunications which, at a national level, 
are some years beyond those of the state with the deregulation that happened in the telcos.   

Hon RAY HALLIGAN:  I would not suggest that their prices have come down.  Their costs might not have 
increased, but their prices certainly have not decreased.   

Hon Kim Chance:  I am not sure that’s true.  

Hon RAY HALLIGAN:  The overall cost to the consumer may be because of additional units consumed. 

Hon Kim Chance:  International calls, for example, now cost a fraction of what they used to cost and there is 
more competition in that field.  There is new technology such as Internet technology.  
Hon RAY HALLIGAN:  There must be other areas in which prices could come down.  I am thinking of the 
types of profits that Telstra is making even today.  
Hon Kim Chance:  Notwithstanding the competitive environment.  
Hon RAY HALLIGAN:  There must be areas in which prices can come down.  I take Hon Kim Chance’s point; 
he is correct, particularly about the cost of overseas phone calls.  That is something I have had to endure for 
about the past 25 years.  I remember when an overseas call was $1.25 a minute. 
Hon Kim Chance:  The quality of service today is so far ahead.  
Hon RAY HALLIGAN:  We were digressing slightly there, Mr Deputy President.  There has been talk just this 
past week of telephone calls via the Internet.  I understand they are very cost effective.  I wonder how that might 
affect Telstra and the other providers.  That is a separate issue to this; nonetheless, it is one that we might need to 
keep in the back of our minds in case some additional technology comes forward that can bypass existing 
infrastructure.  Who knows what is around the corner?  It is a funny world in which we live.  
Hon Kim Chance:  That can also affect the demand of the equation.  In 10 years cars could all be running on 
power downloaded overnight from a grid.  That is a distinct possibility.  
The DEPUTY PRESIDENT (Hon Graham Giffard):  I am not sure what is around the corner, but I do know 
what is before the house; that is, the Electricity Corporations Bill 2005.  Interjections are tending to stray well off 
the subject.  Perhaps Hon Ray Halligan can make his contribution to the debate on the bill before the house 
without Hon Kim Chance’s assistance.  
Hon RAY HALLIGAN:  The Leader of the House was assisting me by suggesting the possibility of electric 
cars being recharged from the electricity mains.  That is a distinct possibility and that will in turn increase the 
demand so the supply will need to be found.  That relates to what Hon Simon O’Brien said about fuels that will 
generate.  
Hon Paul Llewellyn:  Those cars might be the generator that will plug into the grid because they are hydrogen 
fuel cell cars.  Cells could plug into the grid and become the generators, contrary to what you might believe 
about them drawing power from the grid.  
Hon RAY HALLIGAN:  As the Deputy President said, he does not know what is around the corner either.  I 
certainly do not.  These are all imponderables - all the things we do not know.  I am simply suggesting to the 
Leader of the House that the government must have as much vision as it possibly can.  I have no doubt it has 
asked many of the stakeholders just where the industry is heading.  I hope Hon Paul Llewellyn made a 
submission to the government about where he believes the industry is heading, because that is all important to 
the structures that will be developed according to this bill.  
I am concerned about how this legislation will impact on new industry.  I understand that a lot of industries in 
regional areas within the state currently generate their own power.  No doubt they will do that into the future as 
well, considering the size of our state.  However, I am wondering about the situation with fly in, fly out 
arrangements, which might become a policy issue for the government.  I am alluding to the fact that if there is a 
town in a regional area in which an industry is established, the company provides the electricity to the people 
who live in that town.  However, if those people live in Perth or its surrounds, the successor to Western Power, 
should this bill be passed, will supply the power.  Therefore, the more new industry we have in this state with a 
fly in, fly out arrangement, the more demand there will be on Western Power and its successors.  That is all I am 
alluding to.  Of course, all these matters need to be taken into consideration, and I have no doubt that the Leader 
of the House will be able to explain that all these matters have been considered.  However, for those of us on this 
side of the chamber, and for me in particular - I can speak only for myself at this time - these are the grey areas.  
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I just wonder whether sufficient recognition has been given to these aspects.  The government knows in which 
areas its policies are likely to come to fruition and where the larger number of new industries are likely to be 
established.  It will therefore be able to calculate the additional demand and the additional supply that Western 
Power must be able to provide. 
The Leader of the House spoke about private-public competition.  I will not take up a great deal of time on that 
issue.  I have spoken about this type of thing before.  I understand where the leader is coming from.  However, it 
is not a matter with which I can readily agree.  I have been down this path before, having been a public servant in 
a previous life, when similar claims were made about people who were being subsidised by government on a 
much smaller scale - I am not denying that.  However, the principles remain the same.  Yet, private enterprise 
rightly complained that the people being subsidised were in fact not on a level playing field with private 
enterprise.  It just does not happen.  We can kid ourselves.  We can rework the figures.  People have tried to do 
that also; do not worry.  They said that they would charge what private enterprise charges, and that would create 
the competition.  That is not competition, because there is still the flexibility within the public arena of not 
having the costs that private enterprise has.  In the public arena, costs can be deferred.  We have spoken about 
areas in which private enterprise has gone broke; it has not been able to sustain its costs.  Hon Simon O’Brien 
also said that some public - I was going to call them businesses -  

Hon Kim Chance:  Public enterprises. 

Hon RAY HALLIGAN:  To me, railways are a typical example.  They never make a profit.  They never have 
and never will, irrespective of where they are in Australia.  They must all be subsidised.  I am not knocking 
railway lines for that.  All I am saying is that they cannot make a profit; yet we justify it with other reasons - the 
social reasons, such as to assist those who do not have motor vehicles or other forms of transport.  I am not 
saying that is wrong.  All I am saying is that it is similar to, for example, generators of electricity, water and 
other commodities which we believe are staples and which become a government responsibility - not just a 
Labor government responsibility but any government responsibility - and they charge only what they believe the 
consumer can pay.  That may not be an economic price, so again it must be subsidised.  When we end up trying 
to compare public and private enterprises, it makes it extremely difficult.  However, I am sure the Leader of the 
House will be able to convince me on that one also. 

Hon Kim Chance:  Absolutely. 

Hon RAY HALLIGAN:  I think he will have his work cut out, but that is another matter. 

I think I have probably said enough on this issue, other than saying that I wish the government well, because 
what the government is doing will affect the people of Western Australia - the consumers - for some 
considerable time in the future.  There is an unfortunate part about a lot of this.  Many members have spoken on 
this issue in this chamber, in the other place and outside Parliament.  Some have expressed concern, whether it is 
an informed expression of concern or whether it is just “I think this is good” or “I think this is bad.”  It is a 
debate that had to be had.  Certainly, this government is of the belief that this change needs to take place.  
Having spoken a little earlier about motor vehicles, all I hope is that we do not end up with an Edsel. 

Debate adjourned, on motion by Hon Kim Chance (Leader of the House). 
 


