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ELECTRICITY CORPORATIONS AMENDMENT BILL 2015 
Third Reading 

MR J.H.D. DAY (Kalamunda — Leader of the House) [12.28 pm]: On behalf of the Minister for Energy, I 
move — 

That the bill be now read a third time. 

MR W.J. JOHNSTON (Cannington) [12.28 pm]: I could not remember whether the third reading of the bill 
had been moved last night. I am glad the Leader of the House has been able to save the day and bring on the 
Electricity Corporations Amendment Bill. Interestingly, the minister might be down the road at Western Power 
because there is an Energy Networks Association of Australia seminar on, which I was also paired to attend but 
the Premier has the pleasure of my company instead. 

Mr C.J. Barnett: If you’re going to speak, I’ll move. 

Mr W.J. JOHNSTON: That is entirely up to the Premier. 

We had a thorough debate on the second reading on this bill. We dealt with quite a number of issues in 
consideration in detail. I want to reiterate that in our view this bill is unnecessary. We continue to oppose it. The 
minister acknowledges that Western Power is unlikely to have spare cash and if it had spare cash, the first thing 
it would do is allocate that to reducing its own debt. Then the minister asked what would happen if Synergy were 
to dispose of some assets and ended up debt free. What would we then do with the cash inside Synergy? I would 
say that, firstly, it could be used to reduce Synergy’s charges to the citizens of Western Australia. All the focus 
of the regulation and operation of the electricity system needs to be solely on the consumer. Concentrating on 
other issues, like the return of capital to the taxpayer, is in my view secondary to the issue of the charges placed 
on the citizens and businesses across the state. The next issue is that if that one company ended up having excess 
cash, the government could at that time bring in legislation to deal with that specific matter, if that was in the 
best interests of the state. It could be dealt with at that time. We are objecting to the idea that the minister is 
given the power to direct the companies to return capital to the state budget when it is not in the best interests of 
the electricity system. The minister acknowledged that an unspecified future Treasurer would have the power 
under this legislation—to quote the example we used last night—to direct an energy corporation with $3 billion 
in assets and $2 billion in debts to borrow $500 million and return that $500 million to the budget. That would 
have the effect of bringing the budget deficit down by $500 million while keeping the total public debt at the 
same level. It would make the headline budget position of the state better than it actually is. I was always taught 
when I was a union official that if an employer is not going to use a particular aspect of an industrial agreement, 
then they do not need to have it. It is the same here; if the government is not going to use this particular 
arrangement, why would it be put into legislation? We do not think it is a good idea. 

The next issue is the interim dividend. I know that it is only for one year, but the minister acknowledged that 
there is a pull forward of income. Income is being pulled from the financial year 2015–16 into 2014–15. 
I acknowledge that that means that the income from the following year, 2016–17, is being pulled forward into 
2015–16, et cetera. It is only for one year, and 2014–15 happens to be the year in which the budget receives a 
benefit—the current financial year that ends on 30 June. This is why the government is rushing this legislation 
through. There is a double dividend from the energy companies. At the same time that the government is 
complaining that it is subsidising the electricity system, it is pulling about $300 million in cash into the budget to 
cover this year’s budget deficit. This year’s budget deficit is roughly $300 million smaller than it actually would 
be, because of this subterfuge. The situation of a direction to a company to return capital to the government that I 
have just talked about, in which the company may have to borrow the money because it has assets but no cash in 
its balance sheet, and the government argues that it is no net improvement because it has to borrow the money 
anyway, is exactly what is happening here. That $300 million is being pulled out of the balance sheets of the 
electricity corporations to reduce the budget deficit in the current year. The government says that that is what it 
is doing, and that it is a good idea. That is fair enough; the government can hold that position, but we do not 
think it is the best outcome for the energy system in Western Australia. 

In my second reading contribution, I went through and identified major issues impacting each of the 
corporations, and explained why the opposition has criticisms of the way in which the government has managed 
the electricity system in Western Australia. I am not saying that the only challenge to Western Power is the so-
called death spiral, but that is the issue that is most frequently challenged. A speech was recently given by the 
new chief executive officer of AGL Energy Ltd at a conference on the east coast, in which he gave his view that 
the network would be even more important in the future, rather than less important. I agree with that. The 
network infrastructure will be even more critical to the operation of the electricity system in the future than it is 
today. The point that I am making is that it will be very different from the one we have been dealing with up to 
now. Technology applied to the network will make it very different from what we have seen in the past. That is 
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why I have said a number of times that I do not think the government has been responding properly to the 
demands of the future electricity system. It is probably looking to the problems of the past rather than to the 
challenges of the future. This bill is another example of looking at the past rather than at the future. Yes, it will 
give the 2014–15 budget this extra bit of cash, and the government will be able to take advantage of that, but in 
the long term it will not do anything to deal with the challenges facing the sector. We will not support the 
legislation. 

This is relatively minor legislation in respect of the operations of the electricity system. I was not at all trying to 
suggest during consideration in detail last night that any of the decisions of the government contained in this bill 
will prove fatal to the effective management of the electricity system. However, I am saying that they will not 
contribute to the solutions to the future operation of the electricity supply system in Western Australia, which 
has these great challenges that need a varied and flexible approach to ensure that they are properly managed for 
the good of all energy users and consumers in Western Australia. 

I want to also make comment about one other issue. I made brief mention of this last night. I am disappointed 
that the information contained in the briefing that I received proved not quite accurate once we were in the 
chamber.  

That relates to the issue of the effect of proposed section 127B, “Amount of dividend” in clause 7. It was put to 
me that that provision would not allow the minister to direct companies to provide a dividend out of the non-cash 
assets of the business but last night the minister explained that it would, and that proposed section 127B does 
allow the government to direct a company to borrow to pay a dividend. I was always confident that my 
understanding was correct. I am concerned that when that matter was discussed in the briefing, I was told that 
that was not the way the act, if the bill was passed into law, would operate. Again, I am not saying that proposed 
section 127B will require the government to insist on an entity to borrow to pay a dividend and I am not saying 
that the government will do those things; I am saying that the provisions of the legislation would allow that to 
happen. As I said before, we do not think that is a good idea. 

We continue to oppose the legislation. We will be interested to see how this all goes for the electricity 
corporations and the energy consumers in Western Australia. 

DR M.D. NAHAN (Riverton — Minister for Energy) [12.41 pm] — in reply: I thank members opposite for 
the debate on the Electricity Corporations Amendment Bill 2015. It has been quite effective and some interesting 
issues were addressed. I wish to raise a couple of things that are not very contentious. A focus of this change is 
to modernise the determination of the base by which we calculate dividends from electricity authorities; that is, 
to use the current provisions rather than the old provisions of the Corporations Act. It seems sensible. Other 
states have done it, along with the commonwealth. It also allows us to have interim dividends and to extract 
dividends based on capital transactions. I think that is important. The owners should have input to the debt equity 
ratios of businesses rather than the situation that occurs when an electricity authority sells a capital asset. Under 
the current arrangements, those sale proceeds would have to stay with the business. In some cases, that would be 
suitable but not always. This allows the government of the day, in a transparent manner, to determine whether 
those capital sales stay with the state. I think that is very important. 

One of the major reforms of the electricity industry is that we do not envisage Synergy, as a generator at least, to 
be building any more plant. I think this is why the Labor Party, at least in the past, although I am not sure about 
now, agrees with us. Indeed, when we get the subsidy down and when Synergy sells some of the generating 
assets to other parties, it will allow competition in the now non-contestable market; that is, to sell assets to other 
parties. There is a highly privatised or privately driven electricity industry in Western Australia on the non-
contestable side. A large range—between $2 billion to $3 billion—has been invested by the private sector into 
the generation and retailing of electricity in this state, so we have started the transition to a privately driven 
market in electricity, and we see that continuing. 

As we have announced, we see the sale of some assets. We have not identified exactly which ones or the timing 
of them. If Synergy sells an asset, such as a power station, this bill allows the state to transfer the proceeds of 
that sale from Synergy to the consolidated account. It is logical and appropriate. This does not, nor does it 
attempt to, solve all the problems of the many challenges of the electricity industry. We have an energy market 
review and a range of other changes underway that are focused on these various changes. 

The member for Cannington raised in the past—in public and in this place—the issue about the challenge of 
renewables and how we will address it. It is a big issue and one that I will be committed to doing a major 
position paper on later this year. That is not to be covered here. This bill is about modernisation and addressing 
the issues of capital transfers. It is not a revenue grab. It is a transparent mechanism. The removal or extraction 
of dividends by the state from these entities will be determined by the statement of intent. Our intent is to 
continue with the policy—to base them on profits of the previous year in the 65 per cent dividend rate. 
I commend the bill to the house. 

 [2] 



Extract from Hansard 
[ASSEMBLY — Wednesday, 17 June 2015] 

 p4511b-4513a 
Mr John Day; Mr Bill Johnston; Dr Mike Nahan 

Question put and passed. 

Bill read a third time and passed. 
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