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Division 55:  Office of Energy, $19 329 000 - 
Mr A.P. O’Gorman, Chairman. 
Mr F.M. Logan, Minister for Energy. 
Mr J.R. Banks, Acting Coordinator of Energy. 
Mr P. O’Connor, Director, Corporate Services. 
Ms S. Liddelow, Executive Director, Sustainable Energy Development Office. 
Mr B.R. Sadler, Principal Policy Adviser - Energy, Office of the Minister for Energy. 

The CHAIRMAN:  This estimates committee will be reported by Hansard staff.  The daily proof Hansard will 
be published at 9.00 am tomorrow. 

The estimates committee’s consideration of the estimates will be restricted to discussion of those items for which 
a vote of money is proposed in the consolidated account.  This is the prime focus of the committee.  While there 
is scope for members to examine many matters, questions need to be clearly related to a page number, item, 
program, or amount within the volumes.  For example, members are free to pursue performance indicators that 
are included in the budget statements while there remains a clear link between the questions and the estimates.  It 
is the intention of the Chairman to ensure that as many questions as possible are asked and answered and that 
both questions and answers are short and to the point. 

The minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week.  For the purpose of following up the provision of this 
information, I ask the minister to clearly indicate to the committee which supplementary information he agrees to 
provide and I will then allocate a reference number.  If supplementary information is to be provided, I seek the 
minister’s cooperation in ensuring that it is delivered to the committee clerk by 8 June 2007, so that members 
may read it before the report and third reading stages.  If the supplementary information cannot be provided 
within that time, written advice is required of the day by which the information will be made available.  Details 
in relation to supplementary information have been provided to both members and advisers and, accordingly, I 
ask the minister to cooperate with those requirements. 

I caution members that if a minister asks that a matter be put on notice, it is up to the member to lodge the 
question on notice with the Clerk’s office.  Only supplementary information that the minister agrees to provide 
will be sought by 8 June 2007. 

It will also greatly assist Hansard if when referring to the program statements volumes or the consolidated 
account estimates, members give the page number, item, program and amount in preface to their question. 

Mr D.T. REDMAN:  I refer to the fifth dot point on page 987 under “Major Achievements For 2006-07”.  The 
minister is well aware that it is a point of contention for me.  The fifth dot point states - 

In collaboration with Western Power Corporation, developed and implemented a new arrangement for 
capital contributions . . .  

I contest that that has not yet been implemented.  Will the minister confirm that in the first instance?  Secondly, 
what is the likely timing for implementing that policy position? 

Mr F.M. LOGAN:  This item relates to the proposed change to the way in which the capital contribution charge 
is spread to people who connect to the electricity network in regional Western Australia, particularly when those 
connections are effectively uneconomic to the organisation.  As members know, under the existing system when 
a particular electricity network has reached its capacity, the first development that triggers a major upgrade to 
that network has to pay the full capital contribution.  It is not the full cost of the network upgrade, but is a 
percentage of the network upgrade as a capital contribution, which, effectively, is paid back to the developer as 
others come on to use that network after it has been upgraded.   

Mr D.T. REDMAN:  Did the minister say that it is paid back to the developer?   

Mr F.M. LOGAN:  Under the existing system, the first developer is reimbursed.  For example, the first 
developer pays the full capital contribution and as other developers come on, because they get a benefit from that 
system, the original developer gets reimbursed for its contribution.  In that way the capital contribution is 
ultimately spread across all the users of that system.   

Mr P.D. OMODEI:  It is the same as the old contributory extension scheme.   

Mr F.M. LOGAN:  Yes.  It is the current system and it has caused widespread discontent in fringe of grid areas, 
such as Bremer Bay, Walpole and Denmark in the member for Stirling’s electorate; Ravensthorpe; and numerous 
other places.   
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Mr P.D. OMODEI:  Margaret River.   

Mr F.M. LOGAN:  Yes, although Margaret River will be well serviced with capacity very soon.  To encourage 
regional development and make it fairer, Western Power has come up with a headworks proposal.  Western 
Power officers have spoken to people in the regions about it and have received feedback, some of which is good.  
For example, people in Mt Barker, which is in the member for Stirling’s electorate, have found that their capital 
contribution has dropped to zero because they are close to the substation.  The feedback from other people who 
are further away from the substation has also been good.  Significantly, heavy duty copper cable has to run for 
tens of kilometres and the project will also involve various transmitters and switches.  The further away from the 
substation, the higher the headworks charge.  That headworks charge is spread across all the potential users of 
that network upgrade.  Rather than get hit with the full capital contribution charge, as is the case at the moment, 
the first developer will pay only a percentage of the total cost of the capital contribution.  In effect, the 
contribution of first movers is dropping significantly and it is encouraging regional development.  It is a fairer 
system in electricity network use.  However, for those really fringe of grid areas, it means that the cost is 
sometimes quite substantial.   

In terms of what we have estimated so far, how do we alleviate that?  It is not a question of equity.  These are 
subeconomic investments.  If this system were privatised, these investments would not be made because there 
would not be a return on them.  We are asking the state to do that and put in a subeconomic investment.   

How do we assist people in those areas?  We assist them through a community service obligation.  We do not 
ask Western Power to go further into debt to pick up a subeconomic investment.  It is fair and appropriate for 
Western Power, but how do we provide further incentives to that developer?   

Mr D.T. REDMAN:  That was not my question.  I understand the policy that is being worked through.  It says 
in the Budget Statements that this policy has been implemented.  I contend that it has not been implemented.  
What is the time line for implementation of that policy?  

[2.10 pm] 

Mr F.M. LOGAN:  No.  As the member well knows, that still has not been endorsed by cabinet.  It is still being 
worked through. 

Mr D.T. REDMAN:  What is the likely time line for that? 

Mr F.M. LOGAN:  In terms of getting a government decision, it will be within a month.  In terms of 
implementing it on the ground, Western Power indicates that it is ready to go; therefore, as soon as it gets the 
government decision, it will be able to implement that.  

Mr D.T. REDMAN:  So, despite the undertaking that was given by Western Power that there will be 
consultation, there will be no consultation process once it hits the ground?   

Mr F.M. LOGAN:  Western Power has assured me that it has consulted the shires.  It has also consulted the 
developers, because effectively they are the ones who will be hit with this headworks charge.   

Mr D.T. REDMAN:  My understanding from my discussions with Western Power is that it will consult the key 
stakeholders post the cabinet decision, and it will not be implemented until after that consultation has taken 
place, which means it may take another two or three months.   

Mr F.M. LOGAN:  Mr Banks advises me that Western Power has said what the member has just alluded to; that 
is, there will be further public consultation.  However, a number of applications are in process at the moment.  
Those applicants basically want to avail themselves of the negative charge.  Those new applications will be dealt 
with. 

Mr D.T. REDMAN:  So they will be processed even before the consultation process has been completed?  

Mr F.M. LOGAN:  Yes, because they have made those applications, and they want to avail themselves of this 
negative charge.  Otherwise, if we hold it up, they will be whacked with a big capital contribution charge.  

Mr P.D. OMODEI:  So, if a person at the end of the line is on single-phase power and wants to upgrade to 
three-phase power for irrigation purposes, or whatever, that person will now be required to pay the headworks 
charge over the whole line?   

Mr F.M. LOGAN:  No. 

Mr P.D. OMODEI:  If the capacity has been used up -  

Mr F.M. LOGAN:  The person will be required to pay only if it is necessary to upgrade the entire line.  I mean, 
that may well be the case.  When we reach capacity, we reach capacity; we cannot put any more connections on 
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the line.  If someone requires more electricity, it may be necessary to upgrade the equipment on the line.  The 
member knows how it works.  That is the way it is.  What we are saying, though, is that we will not require the 
person at the end of the line to pay the full capital contribution for that network upgrade, because the person will 
just say, “Forget it.  I am not going to do it.  It is far too expensive.  It will cost me half a million dollars.”  
Rather, we will require that person to pay only a percentage of that total capital contribution, which may be 
$25 000, $80 000, or whatever.  

The CHAIRMAN:  I remind members that they need to ask their questions through the Chair.  Members cannot 
just have a free-for-all across the chamber.  The member for Darling Range. 

Mr J.H.D. DAY:  The fourth dot point on page 982 of the Budget Statements refers to the disaggregation of the 
former Western Power Corporation.  We were told at the time that that disaggregation was for the purpose of 
reducing electricity prices.  In fact, the minister’s predecessor, Hon Eric Ripper, stated in the estimates on 
22 May 2003 that it is estimated that average retail electricity prices will fall by around 8.5 per cent by 2010.  
How can the minister reconcile that promise that was made to the community with the reality that electricity 
prices for some businesses will increase by up to 18 per cent in the next financial year, and by a further five per 
cent in each of the following four years?  By how much is the minister planning to increase electricity prices for 
residential consumers after the 2009 election? 

Mr F.M. LOGAN:  If the member goes back to the statements that have been made by the previous Minister for 
Energy, he was alluding to the fact that competition would put downward pressure on electricity prices.  That is 
what he was referring to.   

Mr J.H.D. DAY:  He gave a figure of 8.5 per cent. 

Mr F.M. LOGAN:  If the member goes back to the time when the Liberal Party was in government and was 
seeking further competition in the electricity area, the argument was exactly the same; namely, that further 
competition would put downward pressure on electricity prices.  

Mr J.H.D. DAY:  We have been supportive of increased competition. 

Mr F.M. LOGAN:  Yes, and that has occurred.  There are now 13 players in the electricity market.  The number 
of players has increased from one to 13 in a very short time.   

Mr C.J. BARNETT:  It was seven before that. 

Mr F.M. LOGAN:  There was one monopoly player, effectively.  There are now 13. 

Mr C.J. BARNETT:  No.  The minister does not know the industry. 

The CHAIRMAN:  Members cannot just interject across the chamber.  If members want to ask a question, they 
need to seek the call, and I will give them the call.  Members cannot just run conversations across the chamber.  
This is an opportunity to ask questions of the minister.  It is not an opportunity to have a free-for-all.  Would the 
minister like to answer the question, please? 

Mr F.M. LOGAN:  Thank you, Mr Chairman.  With regard to the comments that have just been made, of course 
there were some other players that were, in a very small capacity, generating electricity.  If the member for 
Cottesloe wants me to go through who those players were, I can do that.  The member is not the font of all 
knowledge on electricity matters.   

Mr P.D. OMODEI:  Do not be so provocative, minister! 

Mr F.M. LOGAN:  I am not.  Statements have been made, Leader of the Opposition.  Those statements need to 
be backed up with facts.  I am giving members the facts.  Sure, there were small electricity producers in the 
market.  However, there was no market.  We have created a market, and into that market have come these 
significant other players.  One of the significant players in the electricity market at the moment is Alinta.  As a 
result, people now have a choice about who they want to purchase their electricity from, how much they want to 
pay, and the length of their contract.  That situation is significantly different from what it was previously.  Some 
people are now paying significantly lower prices for electricity, particularly if they are large consumers of 
electricity.  Those people have told me, member for Darling Range, that they are paying lower prices.  I 
acknowledge what the member is saying.  However, - 

Mr J.H.D. DAY:  I am reading from a Synergy media release dated 10 May 2007.  Incidentally, did the minister 
put out any media release about increasing electricity prices?  

Mr F.M. LOGAN:  No.   

Mr J.H.D. DAY:  Why not?  The minister is happy to put out the good news, but not the bad news!  The 
minister is running from the bad news as fast as he can!  
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Mr F.M. LOGAN:  Because it comes under the responsibility of the Treasurer. 

Mr J.H.D. DAY:  Did the Treasurer put out a media release?   

Mr F.M. LOGAN:  The member should ask the Treasurer about that.   

Mr J.H.D. DAY:  The minister tries to bury it in the agency when it is bad news, but, when it is good news, he is 
out there with all the hullabaloo! 

Mr F.M. LOGAN:  If the member wants an answer, I will continue; if he does not, we can move on.  In terms of 
putting downward pressure on prices, it is occurring.  The member should ask people in the industry.  It is 
occurring.  We would expect that, going forward - I am trying to answer the member’s question - there will be 
increases in prices.  There have been increases in prices to the R1, S1 and T1 tariff areas.  Ultimately, post 
2009 - I am not running away from this; I have said it publicly over and again in the media - there will be 
increases for the general consumer.   

Mr J.H.D. DAY:  By how much? 

Mr F.M. LOGAN:  We do not know that yet.  We are still calculating that out.   

Mr J.H.D. DAY:  Can the minister tell us the range? 

Mr F.M. LOGAN:  No.  I do not have those figures yet.  The member needs to bear in mind why that will be the 
case.  It is because the R1, S1 and T1 tariffs have not increased since 1992.  I ask the member to name one 
industry in the world, particularly in Western Australia, that has not increased its prices since 1992.  We are in 
the ridiculous situation that we are putting unfair pressure on a disaggregated electricity industry to encourage it 
to compete, yet we have tied its hands behind its back!  That is what we have done. 

Mr J.H.D. DAY:  However, the government has misled the community by saying that there will be an 8.5 per 
cent reduction in electricity charges by 2010.  That is very specific in Hansard and a number of other places.  

[2.20 pm] 

Mr F.M. LOGAN:  They were not my comments.  I am just telling the member what is happening.  In relation 
to the member’s question as to whether statements were made by the previous Minister for Energy about cutting 
electricity prices, I put it to the member that statements were made about putting downward pressure on prices.  
With regard to the other part of the question about future increases in price, yes, there will be.  Why?  Because 
fuel prices have gone up, labour prices have gone up and prices of copper, transformers and various other things 
that are needed in the electricity industry have gone through the roof, and those costs have to flow on. 

Mr J.H.D. DAY:  I wish to ask two further questions.  Firstly, can the minister give us a breakdown of the 
number of businesses that will be affected by the increase in each of the three tariff bands he mentioned?  
Secondly, which fuel contracts have been affected by price increases?  

Mr F.M. LOGAN:  The member asked by way of interjection why the Treasurer did not put out a media release 
on an increase in tariff prices to the three tariff bands I referred to.  He did on 10 May. 

Mr J.H.D. DAY:  Did it make specific reference to all those tariff bands? 

Mr F.M. LOGAN:  It did.  It is not a question of hiding it in the budget papers.  I was not aware of that because 
I was not the minister but I am certainly aware now that it was put out by way of media release.  With regard to 
the member’s first supplementary question, 8 300 businesses will be affected by those three tariff increases.  In 
answer to the second question, it is the diesel contracts. 

Mr J.H.D. DAY:  Diesel only? 

Mr F.M. LOGAN:  Absolutely.  Anything to do with hydrocarbons has gone through the roof.   

Mr J.H.D. DAY:  Most electricity is generated by coal and gas. 

Mr F.M. LOGAN:  As the member knows, Verve has been burning significant amounts of fuel oil, particularly 
over the past year.   
Mr J.H.D. DAY:  What proportion of electricity would have been generated by diesel? 

Mr F.M. LOGAN:  It is not a question of proportion.  Diesel is used in a mixture of coal.  For example, in 
Kwinana, it is not just diesel that is put straight in the boiler.  Diesel and coal is mixed together.  Coal and gas 
would normally be mixed.  When there is no gas, diesel is used.  Numerous questions have been asked in 
Parliament about the running of the Kemerton power station on diesel.  It ran as a peaking plant on diesel for 
most of last year.  The big heavy load came in and there was a cost to Verve because of mixing the diesel in 
power plants such as Kwinana.  The member knows exactly what the price of oil did last year. 
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Mr J.H.D. DAY:  What volume of diesel has been used in the past 12 months, roughly? 

Mr F.M. LOGAN:  I do not have that in front of me.  It is not something that is generally referred to in the 
budget estimates, particularly in line items related to the Office of Energy. 

Mr J.H.D. DAY:  Can the minister provide it by way of supplementary information? 

Mr F.M. LOGAN:  I think we can. 

The CHAIRMAN:  Can the minister detail what he is going to provide? 

Mr F.M. LOGAN:  It is the volume of diesel that was used by Verve last year. 

[Supplementary Information No B14.] 
Mr G. SNOOK:  I refer to the fourth dot point on page 982.  Following the split of Western Power and the 
implementation of the Labor government’s electricity reforms, what impact has this had on providing Western 
Australia with a more efficient electricity industry and ensuring reliability of electricity networks across the 
whole of the state? 

Mr F.M. LOGAN:  There have been significant improvements across the electricity industry in Western 
Australia as a result of disaggregation and the amount of money that has already been contributed to certain 
sectors of the state-owned electricity industry.  Obviously, the member has read the media releases and he knows 
all about that.  I will point out how disaggregation has helped to improve electricity supply.  Disaggregation has 
identified the real costs of generating electricity.  All the hidden subsidies and all the cross-subsidies that were 
under Western Power are now open for everyone to see.  The transparency is there.  That is basically what it has 
done.  It has allowed people who manage the organisations to manage them in an efficient manner, not just 
basically think, “If we’ve got a problem in one particular area of the business, that is not a problem, we’ll just 
take money from one area and dump it in the other even though it may not be an efficient and effective use of 
that capital, but we’ll do it anyway because it keeps things going and stops people complaining.”   

The disaggregation has identified the real cost of generating electricity.  It has ensured that the capital is used in 
the most cost-effective way.  Horizon is a classic example of that.  People using the south west interconnected 
system were treated as second-class citizens because of the amount of money and effort that the electricity 
industry contributed.  Now we have a completely separate regional electricity organisation based in the bush - it 
is based in Karratha - that is close to people and has open offices.  It is back in regional towns so it can actually 
communicate with regional people rather than having to communicate with Perth, such as the Esperance office 
that has reopened.  People can have direct contact with their electricity provider.  Those things are very, very 
good.  It provides a far closer relationship between the electricity provider and the community itself.  That is a 
clear benefit of the reform of the electricity industry in Western Australia and the disaggregation.  It has allowed 
companies such as Verve to concentrate on what they do - generate power.  It has allowed them to look at where 
their problems are in the generation of power, particularly the area of maintenance and the performance of their 
machines, which until recently - I am aware of this having a mechanical background - have been pretty poor.  A 
British engineering group did an assessment of the overall performance of those generators, which came up with 
significant recommendations for improving the performance across the whole of the fleet of Verve Energy.  
Money has been poured into doing just that. 

Mr J.H.D. DAY:  Are you saying that the previous engineers or administrators were not looking after things? 

Mr F.M. LOGAN:  I am not saying that.  It may possibly be that they were starved of cash relating to their 
maintenance performance.  We could go back and look at that.  Whatever happened, those engines and that fleet 
were underperforming because of a lack of maintenance and lack of expenditure for key parts.  The 
disaggregation allows those engineers to concentrate on their own core business; that is, improving the 
generation of electricity out of the fleet that they have got and making future decisions on where they want to go.  
Do they want to remain in carbon-emitting power generation or move out into carbon-free power generation?  
They have the freedom to do that.  Transmission has allowed the company to concentrate on poles and wires.  
For example, it has allowed the company the expenditure to use helicopter fleets to fly over every single 
kilometre of power line in regional Western Australia using high-tech cameras, infra-red cameras and a whole 
series of other technology to analyse every single power pole in Western Australia, 630 000 of them.   

[2.30 pm] 
Mr P.D. OMODEI:  The minister is here to answer questions. 

Mr F.M. LOGAN:  The question the member asked is like saying, “What did the Romans ever do for us?”  He 
asked what benefits we get out of disaggregation, and I have told him. 
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Mr G. SNOOK:  That dissertation was very grandiose and nice but the other part of the question regarded 
reliability.  I think the helicopters were flying around when Western Power was the old SEC.  The point I raise is 
reliability.  The minister would need to give a much better response than that to the people in my electorate and 
other electorates in the south west who have power outages for up to 17 and 20 hours on a regular basis.  There 
has been no improvement in service reliability to a large part of rural Western Australia on the south west 
interconnected system.  What has gone wrong with that part of it? 

Mr F.M. LOGAN:  I would contest that.  I put it to the member that that is not true. 

Mr G. SNOOK:  What is not true? 

Mr F.M. LOGAN:  The member’s statement that there has not been any improvement. 

Mr G. SNOOK:  There has been an improvement because power outages have gone from a few hours in an 
isolated occurrence over a few weeks in some instances in my electorate to lasting for many hours two or three 
times a week. 

Mr F.M. LOGAN:  Let us look at the system in those areas.  If the member is saying that those outages never 
occurred before or that they have only just begun to occur, maybe we should get out the records and go through 
them.  The member is wrong.  He knows that the system was built in the 1960s.  What was it built to service?  It 
was built to service houses that had only a few lights and a refrigerator.  That is what it was built for.  It was not 
built to cope with all the electricity demands that are placed on it today.  The member knows that as well as I do.  
It was rolled out very quickly - in just a matter of years - throughout the entire wheatbelt to service houses that 
consumed a very small amount of electricity.  Today, those same houses, no matter where they are, have LCD 
televisions, computers, satellite connections and a significant amount of electricity consuming equipment on the 
farm. 

Mr G. SNOOK:  Is the minister saying that it is their fault? 

Mr F.M. LOGAN:  Do not be silly.  Did I say that it was their fault?  I am being practical and am accepting the 
reality that the system was built in the 1960s and was never designed to cope with the load of the twenty-first 
century.  It is not as though I do not have farmer friends as well, mate.  I have a lot of farmer friends who 
recognise that reality and who are tolerant of the capacity problems of the network.  Obviously, everyone gets 
cheesed off when the power goes out for a number of hours.  The company apologises and the state government 
must apologise for those outages when it has to.  No-one designs them and no-one is doing it to annoy people.  
We must accept the reality that the system, which was built in the 1960s, cannot cope with the demands of the 
twenty-first century.  However, it is slowly being improved to ensure that it does.  The previous Minister for 
Energy allocated $3 billion for it to be improved in 2004-05.  That upgrade is being rolled out and the money is 
still being spent.  We can go through the areas where it has been spent and where the infrastructure has been 
upgraded.  The member knows that I recently announced that another $3.5 billion has been allocated over the 
next four years.  That type of expenditure has never been done before.  I will not get into the argument that this 
government is great and the former government was terrible, but if we have to, I can go over the eight years 
when the coalition government was in power and look at the amount of money that was spent on the network, the 
number of outages that occurred and the times that the outages lasted.  I could do that, but there is no point in 
doing that.  Let us move forward.  I am not blaming the coalition government; that is just the way it was. 

Mr P.D. OMODEI:  We did not have a black Wednesday when we were in government. 

Mr F.M. LOGAN:  There were outages across the regional networks that were equal to and even longer than the 
ones that have unfortunately occurred recently.  The coalition government never expended that amount of money 
on regional Western Australia in particular.  Of that $3.5 billion that I just indicated, 45 per cent will be spent in 
the regions.  When has that been done before?  It has not been done before.  The member must accept that we are 
trying to move from a 1960s technology to a system that is appropriate for the twenty-first century, and we are 
slowly doing that. 
Mr G. SNOOK:  I refer to the amount the minister mentioned that will be spent in the regions.  Did I understand 
him correctly when he said $45 million? 
Mr F.M. LOGAN:  I said 45 per cent. 
Mr G. SNOOK:  Is that more than $1 billion? 
Mr F.M. LOGAN:  It is more than $1 billion. 
Mr G. SNOOK:  What proportion of that money will be spent in the wheatbelt areas on the feeder lines and 
service lines, which are the crux of the problems caused in the service delivery of power to regional areas?  Can 
the minister identify where the big bucks will be spent on the major lines that will go through the region?  Do not 
feed us nonsense about it all being fed into feeder lines, which are the cause of the problems in the wheatbelt. 



Extract from Hansard 
[ASSEMBLY - Wednesday, 23 May 2007] 

 p292b-305a 
Chairman; Mr Terry Redman; Mr Fran Logan; Mr Paul Omodei; Mr John Day; Mr Colin Barnett; Mr Gary 

Snook; Mr Ben Wyatt; Mr Bob Kucera 

 [7] 

Mr F.M. LOGAN:  We can take that on notice.  My friend, money will be spent in those areas, and the member 
knows that the money is being spent there right now. 
Mr G. SNOOK:  My point is that the minister knows that a 330 kilovolt line will not improve the situation for 
those people on feeder lines.  We wish we could get that much electricity because that would be great. 

Mr F.M. LOGAN:  The member must remember how electricity works.  He knows that unless a 330 kilovolt 
line is there, the problems will continue on down a 66 kilovolt line. 

Mr G. SNOOK:  There is enough electricity; it just has to stay on. 

Mr F.M. LOGAN:  It must be fed up in a very large way before it can be distributed.  Unless the main lines are 
satisfactory, there will never be an improvement at the lower level.  I understand what the member is saying.  
The member is asking for information on the future expenditure on the distributor feeder lines. 

Mr P.D. OMODEI:  I want to know how much has been spent to date and where that 45 per cent will be spent 
in the future. 

Mr G. SNOOK:  I need that breakdown as supplementary information. 

Mr F.M. LOGAN:  We can give the member an explanation about the money that has been spent from the 
existing program of $2.3 billion and also some idea of where it will be spent in the future. 

The CHAIRMAN:  Can I get the minister to detail the information he will provide by way of supplementary 
information, without interruption. 

Mr F.M. LOGAN:  The member is asking for an explanation of where the existing allocation of money has 
been spent so far on feeder lines in regional Western Australia and the south west interconnected system and 
what amount of the 45 per cent is intended to be spent on regional Western Australia in the future. 

[Supplementary Information No B15.] 
Mr B.S. WYATT:  I refer the minister to page 985 of the Budget Statements and the target to have 50 per cent 
of metropolitan homes supplied with underground power by 2010.  Will the minister provide information on how 
that program is progressing and what are the plans beyond 2010, assuming that the target of 50 per cent is met? 

Mr F.M. LOGAN:  I thank the member.  That is a very successful program.  I acknowledge the work that was 
done on the undergrounding of power by the previous Minister for Energy.  The undergrounding power program 
was an initiative of the previous coalition government.  It has been extremely successful, as people know.  In 
comparison with other states, it has been unbelievably successful.  For example, Victoria has nowhere near the 
level of underground power that Western Australia has, particularly in terms of the retrofitting of underground 
power.  I had a chat with the Victorian Minister for Energy and Resources, who asked me about our underground 
power program.  He asked why our underground power program is so successful and how we can get councils to 
pick up the proposals and contribute their share to the program.  One would think that the undergrounding of 
power would be supported in Victoria, particularly given the beautiful buildings in Melbourne, as it improves the 
visual aesthetics of an area, but the Victorian government cannot get the local councils to come on board; they 
will not have a bar of it.  The minister was trying to find out from me the secret to getting councils to be part of 
the program.  I think the secret is that people in Western Australia are willing to see an aesthetic improvement 
and want improved reliability, which the undergrounding of power provides.   

[2.40 pm] 
Mr D.T. REDMAN:  It can be a barrier to development in regional areas.  The undergrounding of power can be 
a substantial cost impost.   
Mr F.M. LOGAN:  That is right.  It certainly increases development costs.  All new developments must have 
underground power.  If we did not do that, the people who bought the blocks in those developments would soon 
complain and cry if powerlines were erected along their streets.  In answering the member’s question, 45 per 
cent of Perth now has underground power.  That means that the target of 50 per cent of all Perth customers being 
connected to underground power by 2010 is still on track.  More than 58 000 homes and businesses have been 
retrofitted during the course of the program.  It is very substantial.  In terms of where the program is going, 
round 4 has just been released.  Some successful areas in round 4 are Maddington in the City of Gosnells, Mt 
Pleasant north in the City of Melville, Palm Beach in the City of Rockingham, Wilson west in the City of 
Canning, Withers in the City of Bunbury, Balcatta in the City of Stirling and Greenwood west in the City of 
Joondalup.  They are successful tenderers on the round 4 major residential project shortlist.  A consultation 
round will next be conducted with the local councils to ensure that they are able to contribute to the program.  
Members opposite would be interested in future round 4 progress in regional Western Australia.  The detailed 
proposals for regional Western Australia have not yet been sorted out but they will be coming shortly.  A 
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significant number of regional areas were released in round 3, with Manjimup and Waroona being two of the 
successful towns.  Mt Barker was also successful.  There is something for everyone.   

Mr D.T. REDMAN:  My question relates to the fourth dot point on page 982, which was also referred to by the 
member for Moore.  I will take a slightly different slant.  Among other things, it states - 

The restructure has also increased the transparency of the Electricity Corporations’ operational and 
financial performance.  

In the interests of transparency, can the minister give us a report card on how the four corporations are 
performing in this financial year in terms of profitability?  I assume that the minister would have had some 
discussions or received forward estimates on the dividends that may or may not, as might be more likely, come 
from those corporations.   

Mr F.M. LOGAN:  If the performance of those entities is looked at separately, there are varying levels of 
performance.  The collective return to government across the four entities is okay, as far as I am concerned.  In 
terms of the disaggregated entities and how they perform, Synergy is going very well indeed as the retail arm.   

Mr D.T. REDMAN:  Does the minister have a figure for that?   

Mr F.M. LOGAN:  For 2006-07, the dividend return to the government is estimated at $20.3 million.  Western 
Power is also performing well, although members must remember that it has a major campaign to improve its 
network.  I indicated the size of the investments that Western Power is making on behalf of the state.  We would 
expect that as a result of those huge investments, there would not be an increase in its dividends.  Nevertheless, 
the dividend return to the state from Western Power is estimated to be $70.1 million.  The total return to the state 
from Verve Energy is very low, at $576 000.  That is the power generator.  Horizon Power, which is effectively 
subsidised through the tariff equalisation fund, does not return a dividend to the state.  It is effectively 
subsidising regional power off the south west interconnected system through the TEF.  The total estimated actual 
return to the state from the four entities for 2006-07 is just over $91 million.  That is being achieved at a time 
when all four entities are on a major campaign to improve their efficiency, performance and investment.  As I 
indicated, Western Power has a multibillion-dollar investment campaign to fix things that the member for 
Cottesloe suggested should be fixed.  It also comes at a time when Verve Energy has been faced with significant 
fuel price increases and is undergoing a major maintenance campaign throughout its fleet to improve the 
efficiency of its operations.  It also comes at a time when Synergy, as a new entity, is trying to establish itself in 
the marketplace, and to improve and change its culture of performance with customers.  Synergy, as the power 
retailer, is going from being an entity under the old Western Power system which people used to be on the phone 
with for a fair while to perhaps get an answer about an outage, to one which is performance-based and which 
people feel they receive a service from when they ring it, and a pleasant service at that.  They felt they were dealt 
with as a customer, not as a problem.  That is the culture that Synergy, certainly encouraged by me, is trying to 
change in those entities.  It is dealing with people who pay good money for delivery of service and the entities 
have to respond to those people.  They must be dealt with pleasantly because they are customers.  Synergy has 
taken that up with gusto, changing the culture of its workforce and investing in new IP systems to perform better, 
and Horizon similarly is trying to establish its place in the sun as a regional power generator, transmitter and 
retailer - it is all three - outside the southwest interconnected system.  Horizon is trying to improve its level of 
performance, improve service and also diversify its services outside that interconnected system, as well as deal 
with some significant catastrophes.  For example, members will recall the problem in Esperance when the power 
station was knocked out after it was inundated.  The cyclones in the north last year hit Onslow terribly, and the 
offshore gas line had to be disconnected.  However, the power was back on in a matter of hours even though the 
company was facing a quite catastrophic situation.  At Kununurra, the power station on the dam flooded, 
including the control room, and power was knocked out to Wyndham, Derby and Kununurra, and it could have 
been for months because -  

[2.50 pm] 

Mr J.H.D. DAY:  Derby? 

Mr F.M. LOGAN:  Sorry, Kununurra and Wyndham - Derby is a bit too far!  That control room could have 
been out for months because the entire electrical system was inundated; it was stuffed.  The company managed 
to get the power back on in a matter of hours.  I think Western Power as a full entity would have struggled with 
those situations.  I think it would have coped, but it would have struggled.  With Horizon Power being a stand-
alone entity, it was able to deal with those situations faster and more effectively.  That is some of the unexpected 
expenditure it has had to cope with in the past 12 months as a stand-alone company.  With regard to the 
$91 million total dividend return across the four entities, we think that can be increased to $103 million next 
year.  We hope we can achieve that and that the four entities will perform even better and increase the dividend.  
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I put it to members that the dividend of $103 million across the four entities, as a return to government at a time 
when massive expenditure is going on, is a very good result. 

Mr R.C. KUCERA:  I note that on page 990 of the Budget Statements there is reference to the fact that Western 
Australians are more aware of energy efficiency when buying an appliance than is the case with people in any 
other state.  I refer also to page 983 and the fifth line item, “Mandatory Energy Efficiency Program”.  In the light 
of the first point I made, why has the government opted to establish a mandatory energy efficiency program for 
large and medium-sized power consumers? 

Mr F.M. LOGAN:  This comes out of the climate change statement made recently by the Premier.  As 
Ms Liddelow, on my left, would attest, the point the member made was absolutely correct: Western Australians 
are more aware of electricity efficiency when they buy appliances than is the case with people in any other state.  
It has been proved by a recent survey by the Australian Greenhouse Office, which questioned people’s buying 
patterns across all states.  People were asked why they buy particular products and what was the first thing they 
looked for, particularly when buying electricity consuming products.  A study showed that Western Australians 
look for energy efficiency first before price, which is completely different from any other state.  In most other 
states people look for the cheapest appliance they can get; in Western Australia it is the most efficient appliance 
people can buy, and then people look at price.  That goes to show that the work that has been done over the years 
in highlighting the need to be smart about electricity usage, particularly when purchasing electrical appliances, 
has worked very well.  One of the major campaigns that have contributed to that is the Reach for the Stars 
campaign - the star rating.  That exists in other states as well, but I think its acceptance and acknowledgement in 
Western Australia is far greater than in any other state.  I think we are all used to looking for the stars now.  I do 
not know about the member for Yokine, but when I go to buy an appliance, because the stars are so prominent, I 
always look at them -  

Mr R.C. KUCERA:  My wife buys most and I do not think she looks at the price! 

Mr F.M. LOGAN:  I am sure that every member here looks at the star rating; it is a natural reaction.  That 
campaign has been very successful and it has been proved to be successful when compared with other states.  
However, we have not run similar campaigns for heavy users, particularly heavy industrial users, or even 
medium-sized industrial users.  Targeting a campaign at all the different types of equipment that consume 
electricity in medium and heavy industry would be difficult to do because there is such a wide range of 
technology that consumes electricity.  Industry, particularly heavy consumers, has to make a contribution to 
reducing electricity usage and to using it wisely.  I am not saying they should not use electricity - we encourage 
them to use electricity - but they must use it wisely.  It is beneficial for them in terms of efficiencies they can 
gain from identifying wasteful practices in the consumption of electricity, and it is beneficial by way of return to 
their company.  It is also beneficial for the environment because there is a reduction in the total amount of 
electricity consumed, particularly if it is generated by fossil fuels.  Therefore, there is a long-term benefit. 

Mr R.C. KUCERA:  Is that linked - thinking of some of the major users in my electorate - to the program that 
allows them to give back electricity at high peak times? 

Mr F.M. LOGAN:  Not exactly.  That program is not linked.  The peak demand saver program operated by 
Synergy is a separate program that basically means, as the member has just said, that the contract between the 
heavy electricity consumer and the retailer, such as Synergy, allows for winding down of power use during peak 
demand in return for being paid to do that. 

Mr R.C. KUCERA:  Has there been an acceptance of the mandatory arrangements that are being put in place? 

Mr F.M. LOGAN:  I will ask Ms Liddelow to explain further. 

[3.00 pm] 

Ms S. Liddelow:  A number of barriers exist in taking up cost-effective energy efficiency opportunities within 
medium and large businesses.  One of the barriers is that people are not aware of the action they can take.  Those 
opportunities are not always as simple as installing a compact fluorescent lamp, which is a very effective thing to 
do.  A certain level of information needs to be obtained.  Within a given company, the people on the shop floor 
or individuals in the chain may be aware of what can be done.  However, the financial people who actually make 
decisions about what the company will invest in might not be aware.  There is plenty of evidence around 
Australia that those opportunities are not being taken up.  I think that is partly the reason the commonwealth 
introduced its energy efficiency opportunities program, which requires companies to identify those initiatives.  
This program will require companies to take up only the cost-effective initiatives with a payback time of, say, 
three years or less.  Largely, energy is not core business for those companies.  They know a lot more about 
producing their product than they do about -  
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Mr R.C. KUCERA:  Obviously costs are.  

Ms S. Liddelow:  Yes, costs are.  

Mr J.H.D. DAY:  I do not want to be ungracious, but I point out that an hour has gone by and, broadly, we have 
covered five subjects.  Perhaps slightly more succinct answers would be of benefit to all.   

Mr F.M. LOGAN:  I am here to help.  

Mr J.H.D. DAY:  My question is about the first dot point on page 982 about community demand for 
environmentally friendly energy supplies, particularly the announcement by BHP Billiton and Rio Tinto on 
Monday of their plans for the so-called hydrogen energy plant at Kwinana.  They made comments about, among 
other things, an appropriate regulatory and policy environment being necessary for the project to succeed.  What 
support does the minister expect to be provided by the state to enable the project to succeed?  I do not mean just 
the allocation of land or the options granted on the land.  I am referring particularly to anything in the way of 
subsidies or other regulatory regimes.  

Mr F.M. LOGAN:  I thank the member for his question.  We have not been approached for any subsidies or any 
support of that nature at all.  That is not to say that we will not be; that may well be the case.  We must 
remember that it is an announcement to develop the proposal.  It will take between now and 2011 to work 
through the engineering, technical, regulatory and economic issues they must deal with to get that project over 
the line.  As the member is already aware, expensive electricity will be generated from the project.  Why?  They 
are putting it through a series of different phases before they put the gas into the turbines and generate electricity.  

Mr J.H.D. DAY:  The carbon has to be separated from the hydrogen.  

Mr F.M. LOGAN:  Yes.  It is not a new process.  Stripping CO2 out of gas is not a new process; it is a pre-war 
process and is used regularly in the oil and gas industry, particularly off-shore, where the CO2 is separated out 
and used with water to pump up depleting oil wells through EOR programs.  

Mr J.H.D. DAY:  Yes, but this is taking the carbon out prior to the fuel being burnt to generate electricity.  

Mr F.M. LOGAN:  Effectively, they take the coal and then gasify the coal and a number of gases are produced, 
particularly hydrogen and CO2.  The two are separated.  CO2 is not taken directly out of the coal; it is taken out 
of the gas stream.  Possibly the technology used will be a water-stripping process, which is not new technology.  
At this stage, through the technology being used, the CO2 will be compressed to transform it from a gas to a 
liquid.  It will then be taken off shore for geosequestration under the seabed.  To get the project off the ground, I 
think in terms of regulation and policy to support the whole project, effectively, the proponents were driving at a 
carbon trading market.  They are in Canberra today, and they were there all day yesterday discussing with the 
federal government the very issues the member has just highlighted; namely, the regulatory and policy changes 
that can be put in place to support that power station.  Primarily, a carbon trading market is one of the key areas 
that will underpin the future of that power station. 

[Dr S.C. Thomas took the chair.]  

Mr J.H.D. DAY:  What price on carbon would be necessary to make a project -  

Mr F.M. LOGAN:  I do not know.  It comes down to the cost of electricity.  It would be a matter of working out 
how much it would cost to generate electricity.  From that point, the proponents would have to work out what 
price of carbon would underpin it.  The member knows  that one can look up any of the European websites and 
get an idea of price.  It moves every hour, and over the past few months it has fallen to quite low levels.  In 
places where there is a fixed price for carbon, such as in New South Wales, it is still running at $15 a tonne.  
Whether that would be sufficient to support the project in terms of the generation of electricity, I am not too sure.  
A whole series of other factors come into play as well, but certainly a carbon trading market and the price of 
carbon will be one of the key things they will be looking for.  

Mr P.D. OMODEI:  I refer to the third and fourth dot points on page 982 and the peak power demand period 
during February this year.  Is it true that Western Power and Verve embarked on a deliberate rolling blackout 
program of suburbs in Perth, in the metropolitan area in particular, to avoid any major breakdown of the 
electricity system in the city, and that, by adopting such an approach, it knocked out the hardwired 
airconditioning around suburban Perth?  How do the power outages compare during that period of peak demand 
with those of previous years?  Is it a deliberate strategy to have rolling blackouts around the suburbs of the 
metropolitan area to save electricity?   

Mr F.M. LOGAN:  No.  It would not be to save electricity.  We can ask this question again when Western 
Power comes in and see how it operates.  From the little I know about it, if they shed load for a particular area it 
is to save the system from collapsing when there are voltage leaks.  I understand that it is about a load shed to 
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protect the integrity of the system.  It is not about saving electricity; it is about ensuring that the equipment itself 
does not get blasted in peak spikes.  

Mr P.D. OMODEI:  I can understand that.  Excuse my cynical nature, but when my power goes off three times 
in three days in one of the southern suburbs and I ring Western Power to find out why it has not come back on, I 
hear about a number of other suburbs that have lost power.  I had a terrible suspicion that it was an orchestrated 
event to save power to stop the system from collapsing.  

Mr F.M. LOGAN:  It is a technical question that we can probably answer in another division.  It is certainly not 
done to save electricity.  I understand that Western Power has a load-shedding program, which is effectively a 
procedure that the operators must go through to ensure that the integrity of the system stays intact.  

Mr P.D. OMODEI:  Does not that load shedding save electricity?   

Mr F.M. LOGAN:  No, it is not to save electricity; it is to save the integrity of the system.   

Mr P.D. OMODEI:  It stops it from collapsing. 

Mr F.M. LOGAN:  Yes.  Items are involved that Western Power does not want to blow out or cause damage to, 
otherwise it will take forever to get the power back on.  It is not a question of not having capacity.  We had two 
significant peak periods; we did not have any outages.   

[3.10 pm] 

Mr G. SNOOK:  We had all of them.   

Mr F.M. LOGAN:  The member experienced a couple of outages and I will come to that.  We had a couple of 
peak periods this year.  We were fortunate, considering the temperature and the general environment this year as 
well as the growth in the system.  In the consumption of electricity, we hit peak points in terms of the generation 
of electricity.   

Mr P.D. OMODEI:  What is the maximum capacity for generation and what point was reached?   

Mr F.M. LOGAN:  We were well below the bands in reaching capacity.  A number of bands are set before there 
is a system failure.  We were well below all those bands.  We had significant capacity in the system this year and 
we will do so going forward.  

Mr P.D. OMODEI:  It is about shedding power.   

Mr F.M. LOGAN:  It is not about shedding power.  We had plenty of capacity.  They are not clunky pieces of 
farm equipment.  They are electrical and electronic appliances that have to be carefully maintained and 
controlled because they can blow, and the member knows that.  He has worked with electrical equipment.   

Mr P.D. OMODEI:  A hand drill.   

Mr F.M. LOGAN:  The member need go only to his circuit board and he will know all about it.  We have to 
deal with that equipment carefully and not in a rough manner that would wind back those systems.  If something 
is cut off, a move is made to minimise where that power outage is.  Sections of the system are then shut down to 
work out where the outage is.  The majority of people can still have power, but we must isolate where that 
outage is.  Why do we get the outages?  There are a series of reasons.  It could be a bird strike, people throwing 
bars up into the poles and substations or cars crashing into power poles.  We live in a city of two million people 
and these things happen.  We get outages every day.  The member knows, because he is well travelled, that the 
power system in this state is very good when compared to other places around the world.  I am not talking about 
Third World but First World countries, particularly the United States, which has a similar system, but much 
bigger, in relation to power poles, age, outages and a series of other things.  We are doing very well in Western 
Australia.  I put it to the member that his question is not correct in terms of deliberate power shedding to save 
power.  We did not need to do that.  We had more than enough capacity and will have more than enough 
capacity going forward.   

Mr D.T. REDMAN:  I refer the minister to the first and second dot points at page 991 under major initiatives.  
Reference is made to a renewable energy target and the government’s progress in achieving, as I understand it, a 
target of 20 per cent of the government’s electricity from renewable sources by 2020.  What incentives are there 
for base-load generation, particularly in regional areas?  In terms of renewable sources, I am thinking of 
biomass.  A number of proponents are looking particularly at biomass.  Has consideration been given to the 
savings in network development in regional areas by having isolated regional generation?  A biomass plant in 
Albany may negate some of the cost of infrastructure; for example, getting lines from Muchea.  I am using it as 
an example, but I do not know whether it is relevant.  In response to a question about using biofuels in 
generation, the minister referred to the cost involved and said that the government did not want to go down the 
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mandatory path because of the burden of the extra cost to consumers.  A similar case might exist for some of the 
other renewable sources.  There are several parts to my question and I wonder whether the minister will 
comment?   

Mr F.M. LOGAN:  A number of issues come out of the member’s question.  The government’s target is for 
20 per cent of the state’s electricity consumption to be sourced by renewable energy.  That will flow through and 
go out to tender through the Office of Energy.  The Office of Energy has been requested to do that.  I do not 
know whether the member is aware that Synergy already has a 50 megawatt tender out for renewable power.  A 
number of companies have bid for that, including biomass companies.  In terms of subsidising biomass as one of 
the renewable proponents, there are currently no direct subsidies from the state government.  As the member 
knows, in the climate change statement released by the Premier the government is looking to a target of 15 per 
cent renewable energy by 2020 and 20 per cent by 2025.  The policy has to be drafted.  If that is brought into 
place - it still has to be worked out - and if it becomes a mandatory target, should it include credits that can be 
issued and, effectively, provide a subsidy to renewable generators in the same way as the mandatory energy 
renewable target has been undertaken by the federal government?  Victoria has just gone down this path with its 
V-RET scheme.  No state would need to go down this path if the federal government had increased its 
mandatory energy renewable target, which is what everybody has called for.  It is still at two per cent.  It is not 
indexed.  Even if it had been indexed, it would have been better for some of the renewable generators than the 
current situation.  As a result of that, effectively the target has been reached.   

The price of credits has dropped through the floor and the incentives to do these types of renewable projects have 
fallen away.  The situation could be reversed between now and the federal election if the federal government 
thought about it and moved towards a higher target, one which would provide those underpinnings for biomass 
projects, such as the example of Albany that the member gave.  The initial proposal is in place and has been 
released by the Premier.  We have yet to work out how it applies.  If things change federally, regardless of who 
wins the federal election, and a carbon trading market is introduced, it may supersede the need for a renewable 
energy target, or they could be run in parallel.  The federal government might increase its renewable target, 
which would be beneficial for everybody.  To get those biomass projects into the marketplace, access code 
requirements need to be considered.  There is also the issue of embedded generation options, and the Albany 
proposal is an example of that.  All of those things have to be taken into consideration when a project is put out 
to tender. 

Mr D.T. REDMAN:  Will there be incentives for generation in regional centres?  The best performers will be 
the ones that have the largest number of consumers.  They are, therefore, likely to win the tenders.  We have the 
opportunity with a burgeoning timber industry to get a template for future generation in those areas. 

[3.20 pm] 

Mr F.M. LOGAN:  Yes.  Obviously, if we introducing an electricity generation market, we then do not want to 
distort the market by subsidising one player and picking winners and things like that.  Nevertheless, the state 
government has already made moves to underpin investment in regional Western Australia in terms of 
disaggregation. 

Mr D.T. REDMAN:  Yes - by this much! 

Mr F.M. LOGAN:  I know it is only small.  One example is the Albany wind farm -  

Mr D.T. REDMAN:  It is only $3 million across the state under the regional infrastructure fund. 

Mr F.M. LOGAN:  There are also the wind farms at Esperance, Coral Bay and Bremer Bay.  There is also the 
fringe-of-grid program.  A number of investment programs have been undertaken to do exactly what the member 
is talking about.  What the member is talking about is taking it to the next level, which is really a biomass 
baseload.  That is quite different.   

Mr D.T. REDMAN:  It is an opportunity. 

Mr F.M. LOGAN:  Yes, it is an opportunity.  However, the member needs to remember that, ultimately, they 
need to compete with everyone else who is trying to do the same thing.  Eventually, they will pump it into the 
grid.  Those electrons may go to Albany, but they may not; they may go somewhere else.  Also, there are 
competitors elsewhere in the system who will be arguing exactly the same as those proposed generators.  If we 
underpin one, we will need to underpin them all; otherwise, they will all be screaming.  That needs to be borne in 
mind.  The fringe-of-grid options are always being considered.  There are programs, as the member would know, 
for fringe-of-grid disaggregated power systems.  I acknowledge that I said that also in respect of the cost of 
biofuels.  However, that is not to say that boifuels are not appropriate as a power generation energy source.  
Verve Energy has already purchased a significant amount of biodiesel from Australian Renewable Fuels in 
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Bunbury.  I think, however, that it sourced that from its plant in South Australia, and it put it through the turbines 
of the independent power provider in Kalgoorlie, basically to run them up to see whether they perform better, or 
worse, on biodiesel.  That went very well indeed.  It was very successful.  That goes to show that biodiesel is a 
good energy source.  The question is the price.   That is what it comes down to.  We cannot force Verve to 
purchase biodiesel.   

Mr D.T. REDMAN:  Was there not a recent announcement in respect of Verve Energy and the oil mallee 
project in Narrogin?  Did I not see something on that? 

The CHAIRMAN:  I will put that down as an extra question, member.   Before the minister answers that 
question, I note that we are moving through the questions remarkably slowly.  I ask the minister to try to 
compress his answers a little just to try to speed up the process. 

Mr F.M. LOGAN:  Thank you, Mr Chairman, but I am being asked questions that have about four components. 

The CHAIRMAN:  I realise they are technical questions.  I am just encouraging the minister to be as brief as 
possible. 

Mr F.M. LOGAN:  In dealing with that additional question, a notice - an expression of interest - has been 
published for organisations that wish to be part of the expansion of that Narrogin power program to effectively 
take it to a commercial level.  Ultimately, Verve is seeking to take it to a five-megawatt power plant.  As the 
member would know, I have spoken about that previously in this Parliament as an objective that we are trying to 
achieve.  That fits in with all the issues the member has just raised.   

Mr J.H.D. DAY:  The first dot point under “Major Initiatives For 2007-08” at page 988 of the Budget 
Statements refers to the possible implementation of electricity full retail contestability in Western Australia.  
When does the minister expect to introduce full retail contestability, if at all?  If the minister does not expect to 
introduce full retail contestability, what factors are involved?  

Mr F.M. LOGAN:  A commitment was made during the disaggregation process to examine a move towards full 
retail contestability.  That has been complied with.  In March this year, the Office of Energy began the process of 
examining the benefits and the impediments of moving towards full retail contestability.  The tenders for 
consultants have been issued, and that process of review is underway.  We intend to approach that issue very 
carefully.  We do not want to go down the path that Queensland went down, which turned out to be very 
expensive to that state.  We want to ensure that we learn the lessons from Queensland and approach it in a very 
careful and objective manner.  Hopefully, the review that is being undertaken will provide us with those answers.   

Mr J.H.D. DAY:  Is there an estimated cost for, firstly, the review, and secondly, the introduction of FRC?   

Mr F.M. LOGAN:  I am been advised by the Office of Energy that it has been allocated between $600 000 and 
$800 000 to do a number of things.  The first is a review of retail contestability.  The second is a review of 
domestic tariffs, which we talked about earlier, and which, as I have said, is underway.  The third is a review of 
the introduction of smart meters.  That $600 000 to $800 000 will cover those three areas of review. 

Mr J.H.D. DAY:  Is there an estimated cost for introducing full retail contestability - both an introduction cost, 
and an annual cost?  

Mr F.M. LOGAN:  There is not an estimated cost.  Effectively, we are doing a cost-benefit analysis to 
determine just that.   

Mr J.H.D. DAY:  Is any particular date envisaged? 

Mr F.M. LOGAN:  No. 

Mr J.H.D. DAY:  And it may not occur at all? 

Mr F.M. LOGAN:  That is right.  We will approach it in a very careful and structured manner to ensure that we 
do not repeat the expensive mistake that was made in Queensland.  There is no guarantee that FRC will be 
introduced.  If the cost-benefit analysis shows that it is not workable in a small market such as Western 
Australia, we will not introduce it.  However, if the analysis shows that it is achievable, and that there will be 
enough players to introduce that type of market to that area of the electricity system and industry, we will work 
out exactly how much it will cost us, and what benefit will be achieved ultimately for consumers and the 
government.  

Mr G. SNOOK:  I refer to page 983, “Major Policy Decisions”, and the government’s purchase of green power.  
My question follows on from the member for Stirling’s question about wind generation.  The Emu Downs wind 
farm is located on the escarpment in Badgingarra.  That escarpment runs for a considerable distance along the 
coastal plain and has considerable potential, noting that the couple of high-voltage lines run through that area, 
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and another one is proposed to be built.  Concern has been expressed to me that the opportunities that are 
provided to landowners in that area, in either individual or small collective ways, are somewhat less than the 
opportunities that are provided to large-scale investors and players.  Noting the discussion about offsetting 
across-the-board for individuals and large companies, has the Office of Energy developed any policy to provide 
opportunities for individual farmers who may be able to participate outside of the large-scale proponents?  I am 
not knocking the need for large players to be involved.  However, a number of my constituents have expressed 
concern to me about the lack of opportunities to enable them to participate in a meaningful way on an individual 
basis.  It would be sad if those opportunities were not also provided to other players.  I say that particularly 
because that location has been identified as one of the primary opportunity sites for the generation of electricity 
from wind power.   

[3.30 pm] 

Mr F.M. LOGAN:  It has.  I was just thinking about the time periods when the power generated from wind 
comes on; when the wind comes into the system.  On a visit to the Western Power control room, one can see the 
whole system and when various generators come on and provide power to the system.  The wind farms come on 
as the wind turns around and comes onshore.  Most regularly, the earliest wind farm to come on is Esperance, 
then the wind comes around to Albany and then it comes up the coast.  One of the last wind farms to come on to 
generate power is the Walkaway Emu Downs wind farm, which quite often comes on later in the evening.  That 
is a time when the power demand goes down, which causes significant problems for Verve Energy which has 
great big coal-fired baseload power stations just ticking over and pumping into the grid.  All this power from the 
wind farms suddenly comes on that is not actually needed.  I say that because if there is an expansion of wind 
farms up north, which the member would like to see - 
Mr C.J. BARNETT:  Perhaps the government could turn its desalination plant on at that time. 
Mr F.M. LOGAN:  That is right.  There will certainly be some baseload users. 
Mr G. SNOOK:  I thought the Emu Downs wind farm was flat out running the Kwinana desalination plant.  In 
all my time going past that wind farm since it was switched on, the blades have never stopped turning. 
Mr F.M. LOGAN:  Sometimes they are spinning and not generating power. 
Mr G. SNOOK:  In real terms, if the demand is there in desalination, all jokes aside - that is the way the 
government is going - there will be a constant load.   
Mr F.M. LOGAN:  Not only that, but north of there some substantial mining operations will probably be 
operating all night that require power too.   
Mr G. SNOOK:  The point is that there is an opportunity in that area.  That is the direction of my question. 
Mr F.M. LOGAN:  I am coming to the issue. 
Mr R.C. KUCERA:  I say to the member for Cottesloe that that is how the system operates at Rottnest. 
Mr G. SNOOK:  I am the member for Moore. 
Mr R.C. KUCERA:  Yes, but the member for Cottesloe made the comment about desalination.  The 
desalination plant actually kicks in in the afternoon when the sea breeze comes in. 
Mr C.J. BARNETT:  I was drawing members’ attention to the myth of wind power powering desalination 
plants. 
Mr R.C. KUCERA:  I imagine that that is how it works. 
Mr G. SNOOK:  In isolation it does, but not in terms of the overall 3 000 megawatts.   
Mr F.M. LOGAN:  What opportunities are there for individuals?  Very few.  I will be blunt about it.  Wind 
turbines are expensive, and connecting into the system is very expensive as well.  I do not think that an 
individual farmer would really have the capital to outlay on something like that.  However, if a number of 
farmers got together and borrowed the capital for a cooperative-based smaller wind farm, it may well work.  If 
they had the ability to do that - they certainly do that in other areas, as members know - and the capacity to raise 
that capital, it would not be a bad idea.  There is a growing market for electricity and they would probably find a 
buyer.   
Mr G. SNOOK:  I raise the point as an issue of notation.  If the minister does not have an answer - 
Mr F.M. LOGAN:  It is not a question of not having an answer.  In reality, they are very expensive.  I could not 
imagine an individual farmer, unless he was very, very wealthy, being able to raise that capital for those turbines.  
Certainly, a cooperative of farmers or even a company established by farmers in that area may wish to purchase 
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one, then two, then three and it may well work.  If they needed any assistance to achieve that, we would be more 
than willing to provide that assistance and advice. 
The appropriation was recommended. 

Meeting suspended from 3.35 to 3.45 pm 
 


