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ELECTRICITY CORPORATIONS BILL 2003 
ELECTRICITY LEGISLATION (AMENDMENTS AND TRANSITIONAL PROVISIONS) BILL 2003 

ELECTRICITY INDUSTRY BILL 2003 
Second Reading - Cognate Debate 

Resumed from 9 December. 

HON ROBIN CHAPPLE (Mining and Pastoral) [10.07 am]:  From the outset it is necessary to state that the 
Greens (WA) will not support the second reading because two elements of the Bills this House is dealing with 
cognately do not have our support.  The reason for not supporting the Electricity Industry Bill is that we 
conclude many elements of it are inexorably linked with the other two pieces of legislation.  It concerns us that 
the Opposition will support the Electricity Industry Bill, not from a philosophical point of view but merely on the 
basis that from part 10 onwards the Bill is concerned with the other two pieces of legislation, which will be 
examined in committee after the Christmas break. 

Let us return to the point at which electricity reform started.  I concur with what has been said by many 
members; namely, that Western Power needed significant scrutiny in the way it operated in the electricity market 
in this State.  We were concerned about Western Power and the way it managed access to the grid.  Prior to the 
last state election the Labor Party, which was also aware of many of the concerns about the administration of 
Western Power, determined that the best way to deal with Western Power was to disaggregate it - a state utility 
that had been performing quite well.  I will go on to describe that a little later.  Notwithstanding that, many 
elements of the Electricity Corporation Act 1994 caused us concern.  Many small players in the industry were 
also concerned because they could not access the grid.  That really stemmed from the way the Act was written 
and administered.  The Act was administered in a monopolistic way to the exclusion of all other players.  Section 
65 of the 1994 Act states -  

Except as provided by this Act or any other written law, the corporation is not required to comply with 
any direction or administrative request given or made by or on behalf of the Government. 

The State should be able to direct a state utility.  Western Power was always in a position to thumb its nose at the 
State, at the broader community and, from our perspective, at the renewable energy sector. 

Labor came to power and its policy was -  

The Goal 
The goal of Labor’s plan for the electricity industry is to lower electricity prices for households and 
businesses and thus to create jobs and economic development in Western Australia.   

Labor will achieve cheaper electricity from a competitive generation system without sacrificing 
reliability or security of supply. 

The Labor Government then established the Electricity Reform Task Force, with particularly limited terms of 
reference, as follows -  

The main objective is to achieve, where practicable, sustainable lower electricity prices for all 
customers while maintaining the uniform tariff for residential and small business customers, and 
adequate reliability, security, quality and safety of electricity supply. 

Due consideration is to be given to the role that sustainable/renewable energy is to have in providing 
good opportunity for gross greenhouse gas emissions to be reduced. 

Recommendation 69 states -  

The Government should examine options for the encouragement of sustainable energy outcomes in 
Western Australia, including: 

•  placing a requirement on retailers (or large users) licensed in Western Australia to source a certain 
portion of their electricity requirements from Western Australia based on renewable energy 
sources, or 

•  placing a greenhouse reduction requirement on retailers licensed in Western Australia. 

I return to the intent, about which I have already spoken, and the recommendation.  There is nothing in any of 
this legislation that, in any way, shape or form, deals with the renewable energy sector.  The Government has 
quite clearly abrogated any responsibility to either its intent or the outcomes of the Energy Reform Task Force.  
Having said that, it is important to go to the next stage, which is where Labor was by the time of its June 2002 
state conference, when energy reform was again discussed.  Items 12 to 15 in the Labor Party minerals and 
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energy policy document are the recommendations of the state conference on energy reform.  At no stage was the 
prospect of disaggregation or deregulation of Western Power raised.  Most of the Labor energy platform as at 
June 2002 dealt with the renewable energy sector.  For instance, item 13.2 of the document headed “Labor 
Energy Platform” states - 

maximise electricity generated from renewable resources as part of the main grid serving Perth and the 
South West as well as in off-grid areas; 

There is nothing in the legislation dealing with that.  Item 13.3 states - 

require Western Power to purchase market electricity at market prices from individuals, companies, 
community groups and local authorities that generate power from renewable resources and biomass, 
and that these prices accept an environmental premium; 

There is nothing in the legislation dealing with that.  Item 13.4 states - 
promote a whole-of-government response to renewable energy and energy efficiency issues;  

There is nothing in the legislation about that.  It gives me a great deal of concern that we are heading in a 
direction for electricity reform that does not even remotely reflect what the ALP has said, either in its 
deliberations in June 2002, or in its intent for the legislation when it was pre-empted in the Labor Party policy 
statement for the last election, and nothing that addresses the outcome of the ERTF.  In other words, the main 
decisions had already been made before the election.  It is therefore no surprise that a task force set up to endorse 
the Government’s pre-existing agenda did just that.  It looked only at disaggregation of Western Power.  It did 
not look at energy policy or the direction for the future, and in fact we do not think it even considered the best 
interests of the consumers in Western Australia.  I will say more on that shortly.   

The terms of reference for the ERTF give lower electricity prices as the main objective, with all else as 
secondary concerns.  The Government has not proved in anything we have seen to date that the legislation will 
provide lower electricity prices.  I will speak shortly about the many experiences from around the world and in 
other States that indicate that significantly higher electricity prices will result, especially for residential users.  
The term of reference referring to renewable energy sources underlines the Government’s view of renewable 
energy as being a niche market.  In fact, about 1 000 megawatts of renewable energy is ready to go in this State 
at the moment, and it cannot get into the system.  This is not because of anything the Government is prepared to 
do, but rather because the Government has singularly, over the past three years, failed dismally to allow any of 
the renewable energy sector access to the grid.  Even the minister is refusing to guarantee lower prices for 
residential customers.  Who exactly is driving the process?  By the looks of things it is the Chamber of 
Commerce and Industry of Western Australia and the Chamber of Minerals and Energy.  I do not believe they 
are driving it because they expect the outcome to be cheaper prices; I believe they expect the outcome to be a 
better economic benefit for those members of the Chamber of Commerce and Industry who wish to get into the 
electricity market.  It is interesting to note that during this debate we have heard from the Liberal Party, the 
National Party, the Western Australian Farmers Federation, many local government authorities, the unions and 
many concerned citizens who have contacted our office directly - all of whom have significant concerns about 
these proposals and what the economic impact on them will be. 

We would love to know from Labor exactly on whose behalf this process is being undertaken.  The benefits to 
the State are highly speculative.  The Electricity Reform Task Force quotes a set of figures that can be seen as 
little more than a guess.  I again refer to the ERTF document.  An independent cost-benefit study commissioned 
by the task force showed that as a result of the proposed reforms, significant benefits would accrue to the 
Western Australian economy.  The study showed that the average retail electricity price would be around 8.5 per 
cent lower with reform than without it.  This price reduction would be the key driver in boosting the economy by 
up to $590 million per annum in gross state product and 3 900 additional jobs.  There was no basis for that 
statement; it simply contains a set of figures that seems to have been plucked out of the sky.  

The Greens (WA) have looked at many other components of inquiries that have been conducted since then.  
Studies conducted by Deloitte Touche Tohmatsu and others show that the costs will be significant.  In essence 
the Government’s reform process will achieve its main objective only if electricity prices fall, a possibility about 
which we have serious doubts; if these price are not simply absorbed by industry as profit; and if, as a result of 
these falls over 10 years or so, a surge of energy-intensive investment occurs creating thousands of jobs and the 
benefits quoted by the ERTF thereby arise.  I will explain the global aspect shortly from an industry perspective.   

The costs, on the other hand, are reasonably well documented.  A report by Frontier Economics Pty Ltd states 
that set-up costs will be $28.57 million, comprising running costs of $10 million per year; one-off disaggregation 
costs of $6 600 000; electricity reform implementation unit costs - net present value for three years - of 
$2.487 million; and a total cost of one-off systems disaggregation of $19.491 million, giving a total cost of 
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$28.57 million.  Annual ongoing costs for disaggregation and policy implementation will be $3.87 million and 
ongoing systems disaggregation and deregulation will be $6.19 million, giving a total of approximately 
$10 million per annum. 

We therefore know that disaggregation will cost the State.  There is an indication that clearly the return to the 
Government in general revenue will also be significantly low.  That is a lot of taxpayers’ money to be splashing 
around for highly uncertain outcomes.  Deloitte Touche Tohmatsu also made significant statements about its 
evaluation of what it would cost the State -  

 Reduction in profitability.  Combined cumulative earnings before interest and tax (EBIT) would 
reduce by between $318m and $401m over the next 10 years compared to WPC in its current state 

It went on to state -  

 Reduction in enterprise value and payments to Government.  Combined enterprise value would 
reduce by between $415m and $500m compared to WPC in its current state.  Combined 
cumulative payments to Government would reduce by between $337m and $410m, over the next 
10 years compared to WPC in its current state (assuming that debt levels in both cases are 
constrained to similar levels)   

It went on to talk about its significant concerns about State Retail’s viability and State Generation’s long-term 
viability.  The Government seems to have failed to look at the advice that Deloitte Touche Tohmatsu provided in 
its report for the Department of Treasury and Finance in October 2002.  The Government seems to be going 
down a path that is not cognisant of any of the evaluations or assessments that were done for government.   

I suspect that the Government has no idea whether this process will drive down electricity prices.  It has 
employed economists who believe devoutly that competition can magically produce the desired policy outcomes.  
However, the economists have been wrong on many other occasions, as I will talk about shortly.  The intention 
behind the focus on lower electricity prices is to attract large energy-intensive industries to Western Australia.  
The evidence of whether disaggregation will actually lower prices for medium or residential users is very mixed.  
I also have to raise the concern that from my personal perspective, I do not think there is any likelihood - I will 
wait to see what happens as this process unfolds over many years - that it will drive down prices to the point at 
which we will be attracting energy-intensive industries to our State.   
Western Power already has a good record with regard to electricity prices in Western Australia, despite heated 
statements to the contrary from the minister’s office.  The Productivity Commission recently completed two 
major reports on the issue of electricity prices: “Electricity Prices and Cost Factors”, which was released in 
August 2001, and “Trends in Australian Infrastructure Prices 1990-91 to 2000-01”, which was released in May 
2002.  One of the key findings in the report was that -  

•  Perth households are paying $45.01 less for their electricity bills than they were 10 years ago. 
Therefore, prices are not going up.  Another key finding was that -  

•  Real business electricity prices fell by between 30 and 50 per cent over the decade. 

Therefore, where is the need for the disaggregation of Western Power based on the requirement to drive down 
prices?  Other key findings were that -  

•  Western Australia has reduced its SAIDA (outage duration) and SAIFI (outage frequency) 
indicators significantly - by 45.5 per cent and 54.4 per cent respectively.   

•  The cost of fuel in cents per kilowatt hour in New South Wales is 0.51c compared to 3.84c in 
Western Australia (over 650 per cent higher).  

Our fuel prices are 650 per cent higher, yet our electricity prices are nowhere near 650 per cent higher than those 
in the other States.  Again, I will refer to that issue shortly.   
In any event, Western Australia’s high electricity prices, relative to those in other States, have more to do with 
the unusually high price of fuel under long-term take-or-pay contracts signed by previous Governments, which 
are due to expire about 2006.  In that regard I refer to two other documents, one of which is a table of the 
inflation-adjusted electricity prices in Australian States classified by customers to 2003-04, which was published 
by the Energy Supply Association of Australia.  I will consider the prices in some of the other States and in 
Western Australia in 2003-04.  Large businesses in New South Wales pay 5.3c per kilowatt hour for electricity; 
those in Victoria pay 5.61c; those in Queensland pay 6.19c; those in South Australia pay 8.05c; those in Western 
Australia pay 8.63c; those in Tasmania pay 6.7c; those in the Australian Capital Territory pay 7.49c; and those in 
the Northern Territory pay 9.33c.  Western Australia does not have the most expensive prices and, bearing in 
mind that our power procurement prices are a massive percentage higher, we are not doing too badly.  Our 
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residential tariff is very much on a par with that in other States; in fact, Western Australia’s residential tariff of 
13.58c is dwarfed by South Australia’s tariff of 17.32c.  It is not a particularly rigorous set of figures on which to 
try to base the disaggregation of Western Power.  Western Australia’s domestic tariff is competitive with tariffs 
elsewhere to within a cent or two.   
It is interesting to note the view of the Productivity Commission that, for the past eight years, the price of 
electricity has been static but, in real terms, our prices have gone down.  I have an interesting graph that relates 
to our position globally.  The price of our electricity is the third lowest in the Organisation for Economic 
Cooperation and Development.  We are competitive with just about every other country with which we are 
engaged.  Driving our prices down might be more attractive, but we already have one of the most attractive 
prices.  The only other country that has significantly lower prices is South Africa.   
Electricity costs to customers have two components: the price of electricity and the amount used.  It is the view 
of the Greens that driving down consumption would have a far more dramatic effect on electricity prices than 
trying to drive down unit costs, and that means demand management.  What do the Greens support?  The 
Government has had a rude shock in the past few weeks, as we have reiterated our position that we do not 
support the break-up of Western Power.  I say “reiterated” because we made clear our position as long ago as 
May 2002, when, in our submission to the second consultation round of the Electricity Reform Task Force, we 
stated -  

We can therefore not endorse the recommendations of the taskforce, as we believe the citizens of 
Western Australia deserve an energy reform process that will enable a truly 21st century energy market 
dominated by decentralised, low impact renewable energy generation, radical energy efficiency and 
reduction programs, and a new respect for the impacts of fossil fuels on our common environment. 

That submission was sent to the chairman of the Electricity Reform Task Force, Mr John Hyslop, OBE, on 
Wednesday, 15 May 2002.  The Government knew our position, yet over the past few days it has been absolutely 
flat chat saying that the policy on which it has not engaged in any discussion with the Greens is now about to 
flounder.  We have been asking to talk to the Government for the past two years, but to no avail.  Our first 
briefing was provided late last month and was merely to explain how the Government intended to break up 
Western Power.  We were asked whether we agreed that it was a marvellous idea.  We said that we did not, and 
asked whether the Government had read our documents.   

We told the Government 18 months ago that we did not believe disaggregation was good for the State.  None of 
the arguments it has raised thus far have changed our opinion.  I make it clear that we support the thrust of the 
Electricity Industry Bill; however, we will not support its passage past the second reading because part 10 and 
beyond purely concerns the consequential Bills that we will be dealing with.  If we do not pass the other two 
Bills, it will make the industry Bill totally unworkable.   

Hon George Cash:  It would make it a nonsense.   

Hon ROBIN CHAPPLE:  Absolutely.  I thank my colleague on the other side of the House for making the point 
that it would be a nonsense.  I mean no disrespect to the Opposition, but I cannot understand, to a degree, why it 
is supporting the Bill.  We support the thrust of it; however, if we were to introduce legislation that would be a 
nonsense if the other two pieces of legislation did not get up, I assume the Government would have to withdraw 
the industry Bill.   

It is interesting that this is the only Bill for which amendments can be put forward to actually deal with the 
renewable energy sector.  Nothing in any of the other Bills responds in any way, shape or form to the rhetoric 
being pumped out by the minister.  He keeps saying that this is all about renewable energy.  The old saying 
springs to mind - show me the money!  There is nothing in the Bills on renewable energy.  I indicate that we will 
move a number of amendments to the industry Bill that will hopefully reflect the minister’s intention.  There 
must also be legislative support for demand management and energy efficiency measures.  Again, they are not 
contained in the Bill.  The Government has treated these two issues dismissively, as if they were peripheral.  It is 
wrong.  That is the reason this reform process is in such a shambles.  In May 2002 the Greens (WA) secured a 
commitment from the Minister for Energy to provide the renewable energy industry with an acceptable 
renewable energy access regime - a commitment on which the Government subsequently reneged.  I am sure 
Hon George Cash is well aware of the document we tabled in Parliament on 21 May 2002.  It reads -  

More flexibility will be provided to the arrangements for renewable energy in the following areas:  

Renewable energy balancing tolerance and accounting periods 

Energy balancing prices 

Part supply arrangements 
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What happened?  The Government fiddled while Rome burnt and the energy sector could not access the regime.  
Subsequently, when I raised concerns in a question in this place, I was told that the Government had scrapped its 
commitment, it did not think it would proceed with it and it would be beholden to the energy reform process.  
That is the first attempt at serious blackmail.  Not being a member of a party that likes blackmail, it gave me a 
sour taste in my mouth to think that we were being involved in a process that was using the renewable energy 
sector to put us over a barrel.  The Government has not done it.  I assure all members, as we previously assured 
members on the other side, that we evaluate legislation on the basis of what is good for the State.   

Unfortunately the minister is asking us whether, if we accept some amendments that the Government will 
produce for the renewable energy sector, we will pass its dodgy piece of legislation.  It would mean that we 
would have to turn on the renewable energy sector, which is the sector that we support most.  We will not 
support this legislation because it is not in the best interests of the State.  The Government might be 
manipulating the renewable energy sector and trying to pressure us into a sweetheart deal, but it will not work.   

Western Australians are now the highest per capita greenhouse gas emitters on earth.  It is imperative that 
greenhouse issues be moved from the periphery to centre stage.  The climate science community has been 
insisting for a decade that CO2 emissions must fall by at least 60 per cent to avoid catastrophic climate change.  
Even if the Government is successful in driving down prices, which we seriously doubt, this sends the wrong 
signals on energy efficiency.  Renewable energy has a key role to play if emissions are to fall, but it is not an end 
in itself.  An expanded renewable energy sector is of little value if overall emissions continue to rise.  It must be 
included in a package of efficiency measures and demand management.  It requires an energy policy, which is 
the very thing that has been missing in all this.  At no stage has there been an energy policy.  There has been a 
rush to disaggregation without a reason - no policy and no direction - for going down that path.  Crucial to this is 
the understanding that absolute emissions must fall steeply rather than our seeing slow declines in per capita 
emissions.  Embedded generation - the practice of small-scale generators operating close to centres of demand - 
is barely touched on in the Electricity Reform Task Force report; neither is the potential of the hydrogen 
economy.   

A marvellous conference was held in Broome a while ago and was attended by representatives of the federal 
Government.  Not a single Western Australian minister attended the conference but there were ministers from all 
the other States and the Northern Territory.  This Government is not interested.   

We propose a state energy policy outlining fundamental criteria for anything we want to do for energy in this 
State, whether it be driving prices down or up, having a renewable energy sector or even having a framework for 
where we want the State to be in the next 50 to 100 years.  The policy needs to be put in place before any moves 
to disaggregate Western Power.  It must have carbon emissions, reliability and equity of supply as central 
priorities, and must take note of the challenges and opportunities for regional areas.  It must take into account 
future drivers, such as possible carbon taxes, the imminent decline of cheap oil supplies and the strategic nature 
of energy resources in the State.  By that I mean not the abundant but, from a Western Australian and Australian 
perspective, significant supply of oil and gas off our north west coast, which we are busy selling overseas.  
Electricity reform must be integrated with current state initiatives, including the State’s sustainability strategy 
and eventually the greenhouse strategy, which must be released as a matter of urgency.  The policy of uniform 
tariffs must be examined and it must be noted that the risks of electricity reform on regional commitments are 
particularly severe.  The extremely high costs of conventional generation in regional areas create substantial 
opportunities for the renewable energy and demand management sectors.  Yet, recent discussions with the 
Government showed that its view of many of the processes for Aboriginal power procurement is blinkered.  It is 
going down the diesel path, which in many locations costs 30c a kilowatt hour.  Renewables can get into those 
markets for between 7c and 8c a kilowatt hour.  We are locking ourselves into the dinosaur of electricity 
generation, and we will become the pariahs of the international market.   

During this process we will press for closer oversight by government of Western Power in the public interest.  I 
have already indicated that we do not support the Electricity Corporation Act 1994 and the way Western Power 
manages to keep government direction at arm’s length and operate as an unrealistic monopoly.  We believe that 
Western Power should be an integrated utility of the State and remain with the State for the benefits of the 
community and industry.  We also believe it should be rigorously controlled by government rather than allowed 
to operate in the particularly anticompetitive manner in which it currently does.  We need a robust and 
transparent renewable energy access regime.  It has been promised that that will be delivered by 2006.  However, 
if the existing promises are anything to go by, we will simply have to wait and see.  We also need a gradually 
increasing framework of mandatory purchases of renewable energy by large electricity users and retailers and the 
obligatory sourcing of renewable energy certificates in Western Australia.  We need nothing more than to source 
RECs in this State.  I reiterate that the Government has not made the case that these reforms are in the public 
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interest.  Until it can do that, we will oppose the costly, risky disaggregation of Western Power but support the 
Government in aspects of reform that promote the use of sustainable energy resources.   

I urge members opposite to read an article on the global energy market by Sharon Beder entitled “Thieves in the 
Night” and subtitled -  

Electricity privatisation and deregulation has failed to deliver and no one ever really wanted it in the 
first place. 

The article was published in Arena Magazine, No 67, October-November 2003, and it states in part - 

Electricity privatisation and deregulation have all the elements of a successful confidence trick.  The 
deception or trick has involved persuading the public and the politicians who represent them that a 
dramatic alteration in the governance of their electricity systems would be in the public interest.   

Again, I urge members to read it.  

I referred earlier to where we sit globally in relation to pricing and arrangements.  I turn now to a graph that was 
sourced from UNIPEDE - the International Union of Producers and Distributors of Electrical Energy - outlining 
international electricity prices for industrial purposes of January 2002 as compiled by the Electricity Association 
of the United Kingdom.  I hold up the graph so my colleagues on the other side of the House may see it if they 
wish.  The black bar on the right side of the graph represents the Australian price for industrial electricity.  I note 
that electricity prices are more expensive than Australia’s in the Czech Republic, Finland, Luxembourg, the 
United States, Spain, Germany, Hungary, the United Kingdom, France, Argentina, Denmark, Chile, Taiwan, 
Korea, Greece, Poland, Croatia, Portugal, Belgium, the Netherlands, Singapore, Ireland, Italy and Japan. 

Hon Derrick Tomlinson:  Which countries are less expensive? 

Hon ROBIN CHAPPLE:  Canada has a kilowatt/hour price of 6.7c Australian, and our price is 6.9c.  South 
Africa has a price of 2.4c, which is the lowest price right at the bottom of the scale.  The only country that is 
marginally cheaper than Australia, by 0.2c, is Canada.  Therefore, Australia is at the bottom of the pricing scale 
of industrial electricity of all Organisation for Economic Cooperation and Development countries.   

I sit down on the basis that in truth I cannot understand what this Government is doing.  I suspect that some 
agenda was agreed to before members opposite came to power.  What it is, I do not know - but it certainly is not 
in the public interest.   

HON BILL STRETCH (South West) [10.52 am]:  I make a few short remarks on the energy Bills before the 
House as they have serious implications for my rural constituents.  I associate myself with the remarks of Hon 
Murray Criddle because we come from similar backgrounds and have similar interests.  The three Bills before 
the House encompass the Government’s aim for the disaggregation of entities in Western Power.  The 
Government has identified these areas clearly.  I say from the outset that I am one of many people who are not 
happy with Western Power’s performance in rural areas.  I will expand on that aspect shortly.  The time has 
come to review its operations very thoroughly.  That point was outlined clearly by my colleague Hon George 
Cash as the lead speaker for the Liberal Party on this issue.   

Unquestionably, power supplies in Western Australia are running close to the wind.  There has been a massive 
run-down in maintenance of both the generation and distribution capacity in the State over at least the past 15 
years.  Much of this has been through - I will not say greed - the Government’s perceived necessity to strip what 
it can from the corporation to bolster funding for other areas.  As indicated, this business must set aside a large 
proportion of its profitability into the restoration and maintenance of its huge asset.   

As I see it, the Government has dealt four cards, each of which represents an arm of the proposed disaggregation.  
It seems that the ace card, the big card, is power generation.  This is an important area because without the initial 
input of power into the grid system, one may as well as not have a system.  I will touch on that matter later when 
I refer to a rural meeting.  Power generation, properly done, can be very profitable; hence the apparent keenness 
of many people to get into that side of the industry.  However, from my point of view as a rural consumer, and 
from the point of view of my constituents, the difficulty is not getting the power into the top end of the line; it is 
getting it out at the bottom end of the line when people in the more remote areas turn on their appliances and 
equipment.   

No-one denies that maintaining such a network is very complicated and necessarily very expensive.  However, I 
am afraid it is part of the social service of maintaining a State the size of Western Australia.  It is one of the 
services, like hospitals and roads, that must be provided and maintained, and it is becoming more important 
every day.  In a way, I welcome the full review and the steps that the Government is taking to address the 
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problems that are so obvious to everybody.  However, I have some difficulty with the way in which it is 
proposing to do it. 

Getting back to the other cards, the card that nobody seems to want so much is the transmission, and I can 
understand why.  It is a very difficult and complex task.  Hon George Cash outlined the projected input of money 
required to bring the network up to an acceptable standard.  The other side of it, the retail, follows.  If the 
network is right, it is not hard to sell good power.  However, I have a concern about this deal.  The Government 
seems to be dealing away the people’s top ace, with no guarantee that we will get similar improvements 
throughout the supply chain.  To me, that will always be a difficulty, because somehow we must get out of the 
generators sufficient capital to help sell the product further down the line to the consumer furthest away in the 
most remote community.  If I were buying a power generation unit, I would just like to generate the power, be 
paid for that as it flows into the feeder station, and that is it; that is where my responsibility would end.  Because 
of the complexity of the legislation, it is very difficult to find out just where the responsibility lies and where the 
chain of command begins and ends through the four different entities.  Being a fairly basic sort of guy, when I 
look at it I find it very hard to see how, under a disaggregated system, there will be continuity when the four 
entities are operating from opposite ends of the power spectrum, from the generator right down to the consumer 
at, say, Southern Cross, or further south at Bremer Bay, in particular, which I will deal with shortly.   

The difficulty is to get enough profit from the easily privatised or easily disaggregated part to guarantee that 
there will be enough capital to ensure that the leaner parts will continue to operate.  I guess there is a farming 
corollary.  It is very easy for a farmer to flog his best paddocks, but he must look at the whole farming operation 
as an entity.  He must take into account the care of his salt creeks, the care of his lesser quality soils, and the 
maintenance of his sheds, homesteads, fences and so on.  If we look at the power industry in the same way, I do 
not think there is much doubt that the generation is probably the best paddock for providing finance.  It is very 
expensive but the returns are there.  However, when we get down to doing the fence around the back paddock, 
that is a very different story.  When we have to replant or revegetate the salt creeks, again it is another expensive 
thing to do.  I think members can see the parallel I am drawing and my real concerns about making sure that, at 
the end of the day, we do not get left with loads of power but no way of getting it out to the end consumer, 
particularly in my constituency.   

Hon Murray Criddle spoke about the two meetings that were held at different ends of his electorate that 
expressed, in fairly strong views, the feeling of dissatisfaction with Western Power’s performance as it is.  I have 
a copy of the minutes of the meeting held at Jerramungup.  I did not go to the Koorda meeting but I understand it 
was a very good meeting that had very positive outcomes.  The meeting at the Shire of Jerramungup was also 
very positive and critical, and we hope that the same outcomes will eventuate.  I will highlight of couple of 
things in the official minutes, which were taken very properly and correctly by the chief executive officer of the 
Shire of Jerramungup.  The minutes lacked some of the colour of some of the sentiments expressed at that 
meeting.  Hon Dee Margetts would associate herself with those because she was also there, as was Hon Frank 
Hough, Hon Murray Criddle and several other members of the National Party - in fact, all but one parliamentary 
member of the National Party was in attendance.  The meeting started off with an address by the shire presidents 
of the four shires under the chairmanship of Ken Pech -  
Hon Dee Margetts:  Paddy Embry was there.   
Hon BILL STRETCH:  Yes, I beg your pardon, he was.  I had a cup of coffee with Hon Paddy Embry 
afterwards.   
Anyway, according to the official minutes of the meeting, the chairman, Ken Pech - a former shire president of 
Gnowangerup - and shire presidents Jan Savage from the Shire of Gnowangerup, Glenyse Garnett from the Shire 
of Jerramungup and Rusty Lee from the Shire of Ravensthorpe were in attendance with about 120 other people - 
I agree with that part of the minutes.  Jan Savage addressed the meeting and the official minutes outline the 
following points that emerged from the discussion -  

 The region deserves access to reliable and adequate power in order to be competitive 

 Western Power needs a minimum standard for the delivery of its service 

 New business’s can not establish because there is insufficient power to supply them 

 Power disruptions are having a detrimental affect on the life of machines and appliances 

 Western Power needs a plan identifying how and when it will address the issues concerned.   

Rusty Lee, President of the Shire of Ravensthorpe, addressed the meeting and raised the following points -   

 The new hospital in Ravensthorpe can not be adequately supplied by Western Power and uses 
diesel back up regularly 
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 Equipment is burning out regularly 

 Western Power have attempted to address the issue in Hopetoun by installing wind generation 

And, very importantly - 

 Power line is insufficient to carry the power required. 

 Council is seriously looking at generating its own power for distribution within Ravensthorpe 
because Western Power is unable to meet their requirements.   

Glenyse Garnett, President of the Shire of Jerramungup, addressed the meeting and raised the following points - 

 The region has been lobbying for improvements to power reticulation since the 1990’s. . . .  

. . .  

 A number of reports have been written but no action has occurred 

 Representatives of the 3 shires visited Hon. Kim Chance and Hon. Nick Griffiths in April 2003 
once again nothing more has occurred 

 A backup diesel generation solution for Bremer Bay had been proposed however as of 31 October 
2003 the Minister for Energy has vetoed that solution. 

Bremer Bay is an interesting community because its population at least quadruples in the holiday season starting 
from now, as the harvest period winds down and school holidays begin, through to about February or March.  
Although power requirements fluctuate, the situation needs addressing.  Some comments from people who 
attended the meeting are as follows - 

The current network is not reliable and industry can not be attracted to the region without reliable power  

6 different industries involving $180 million worth of investment producing 80 to 90 direct jobs and 
100 indirect jobs has proven to be uneconomical due to the lack of power.  

A fairly typical comment was that plans are required to indicate how and when improvements will be made.   

Numerous people reported destruction of equipment such as freezers, fax machines, electronic tills, and 
computers as a result of brown outs  

The new generation of computer-controlled equipment works within a very fine voltage window.  When voltages 
fluctuate from as low as 210 volts - according to some reports - and arc up to 270-280 volts within a matter of 
seconds, the impact on electronic equipment at the fine end of the industry is catastrophic.  Even the best 
uninterrupted power supply units cannot cope with those sorts of spikes.  Major problems can occur at the end of 
those lines.  Those problems occur on our farm, which is at the end of a line from Albany, although we are not 
too badly affected.  However, farms that operate with more sophisticated computer equipment than I use have 
serious problems.  In my son’s case Western Power immediately installed a new transformer from 5 kilovolt-
ampere to 10 kilovolt-ampere, which provided a solid power supply and a reasonably even output of power for 
his machines.  That has addressed most of his problems.  It does not obviate blackouts altogether but people who 
live long distances from generating sources must expect them occasionally.  We do not complain too much in 
our district.  

Further comments from the Jerramungup meeting are as follows - 

Some developers indicated that even though they have made some significant contributions to 
extending power lines to their premises, other developers have hooked into the system extensions and 
the original developer has received no compensation from Western Power.  

Government was seeking higher dividend payments from Western Power and therefore not allowing it 
to retain funds to undertake improvements to the network   

That reflects my opening comments.  Co-operative Bulk Handling, a huge organisation, has very high peak 
power loads from about the end of October until March.  CBH’s representative said the peak load can suddenly 
rise to 4 000 amperes.  People who understand the network will realise that is a very large draw, which can 
cause, first, a drain down, resulting in a very low drop to a dangerous level and, second, as compensating 
generation kicks in it can overcompensate with a very high voltage that causes damage at the other end.  The 
impact occurs at both ends of the scale and causes major breakdowns.  CBH has overcome this to an extent by 
hiring generators.  I am told that many of the 40 kilovolt-ampere generators CBH hires must come from the 
eastern States because it has exhausted the supply within Western Australia.  If anyone else wants to hire a 
generator in summer they must get in early.  Eastern States road trains have been loaded with generators to meet 
the need here.  If one of the major rural industries is relying on generating its own power because the 
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government utility cannot supply that load, the Government must look pretty hard at the path it is taking.  The 
comments continue - 

Tourist operators and other industries indicated they could not expand their business because they could 
not get sufficient power  

Representatives from Lake King indicated that they were also experiencing difficulties with power 
quality and supply in that area  

CBH in Lake Grace area would also be using generator sets to meet their demands for the forth coming 
harvest  

There also appeared to be a lack of consistency in paying compensation.  Some customers received 
compensation while others did not.  The unreliability of power supply was having an effect on premises dealing 
with food due to the unreliability of power supplies to freezers.  Some people indicated that power voltage was 
too high, causing it to burn out equipment.  Power poles also required attention.  Mr Gino Giudice from Western 
Power customer service responded that he would raise all the issues with senior management and that Western 
Power wanted to engage better with the community it served.  He also offered to act as a conduit to people in 
Western Power to resolve the issues.  He pointed out that significant funds were being spent on maintenance, 
however additional funds were required.  Some activity in the Koorda area indicated that Western Power was 
prepared to undertake such works.  There was considerable criticism that the Government sent no representatives 
to the meeting.  It was well advertised and attended by civic leaders from three of the shires plus representatives 
from major local industries.  People felt very aggrieved that no-one from the Government was present to defend 
the Government’s position even though the meeting was in the minister’s electorate.  They felt very underdone 
by that.  Mr Ian Bishop from Hon Kim Chance’s office indicated that the Government was aware of the 
problems and that Western Power has been asked to address the issues.  The Government will need to put 
pressure on Western Power to rectify the problems.  Herein lies the conflict between who is responsible and who 
is passing the buck for Western Power to upgrade and manage the high maintenance costs.  Mr Max Trenorden, 
MLA, addressed the meeting and outlined the outcomes of the Koorda meeting.  He urged the group to apply 
similar pressure so that the south east of the State would achieve the same positive outcome.  As the 
representative of the Leader of the Opposition, I also made a number of comments. 

Hon Norman Moore:  Very much to the point. 

Hon BILL STRETCH:  Like this speech, they were very brief.  Mr Ross Ainsworth, MLA, also addressed the 
meeting and indicated that the regional headworks scheme had assisted in distributing power.  However, once 
again, it is customers putting their hands in their pockets to obtain a service that I believe should be provided by 
government.  If a Government is to be pro-development in regional areas, it must do more to provide this sort of 
infrastructure and not ask proponents to put their hands in their pockets all the time.  At the meeting Hon Dee 
Margetts indicated her concern about the effect of national competition policy on Western Power.  She has also 
made her views very clear to this House. 

The meeting concluded with three fairly useful motions.  One strongly urged the Minister for Energy to place a 
submission before State Cabinet for investment of $42 million to upgrade the south west interconnected system 
between Kojonup and Ravensthorpe by 2006 by installing a 132-kilovolt line with a 132-kilovolt substation at 
Jerramungup from the $950 million funding pool identified in the media statement dated 16 October 2003.  The 
motion was carried unanimously.   

It is opportune to say that when things get down to the nitty-gritty of network problems, they can be compared 
with water reticulation.  However, it is obviously much more complex than water reticulation because there can 
be drops in water pressure without the wheels falling off or equipment blowing up.  Electricity must have 
pressure of power coming through reasonably close to the distribution substations; otherwise, like water 
reticulation, there would be not enough power coming out of the “big hose” to feed the smaller hoses, which, in 
turn, feed down through decreasing diameters of pipe.  At the end there is only a trickle, which is what the 
people in those areas are suffering.  That is probably an oversimplification, but it illustrates the necessity of 
starting at the top end.  Their comment was that a big feeder line was put out to a mine south of Southern Cross, 
but that mine is not operating and the feeder line does not go on anywhere else - at least not far enough - and the 
extension of a major high-voltage line in a south westerly direction towards Albany would solve a lot of these 
problems.  These are technical problems and are not for the House to fix, but they are a clear indication of the 
deep concern being felt in that area.  It is a very rich and productive area, but it cannot reach its potential until we 
bite the bullet.  Whether we do that by breaking Western Power up into the units that the Government is 
suggesting or by finding some other way, I do not know, but it cannot be put to one side.  It is far more important 
to the State than the Perth-Mandurah railway, because we are talking about the productive capacity of that area.  
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It is equally a public service.  The world will not fall apart if the people from Mandurah continue to use 
airconditioned diesel buses to get to Perth.  If sufficient power supplies are not put into these south west country 
areas, it probably will not cause the world to stop either; similarly, those areas will not fulfil their potential.  
People will not replace their expensive equipment because there will be no point. 

I have been Secretary of the Parliamentary Liberal Party since 1989, I think, and continue my habit of making 
my own notes.  In some ways the emphasis in my notes has been little different from the very good minutes 
supplied by the chief executive officer of the shire in that area.  To abbreviate, the new hospital had to install its 
own backup at Ravensthorpe; that is not unusual, but it was unusual that it had to be used so much.  The shire 
commissioned a report, and Minister Ripper refused to meet the three shires and also complained that the shire 
had organised the meeting; they were not very impressed about that.  I refer to that for what it is worth.  I do not 
have the whole story, and there could be a perfectly good explanation.  The comment was made that alternative 
power sources were not being looked at sufficiently; and there was the possible business of cogeneration using 
mallee residue and straw.  Again, they stressed the need for a 10-year plan incorporating those alternative fuel 
sources and power generation options.  Reference was made to the Bremer Bay Caravan Park and that there was 
no more power available for new industries.  The speaker listed eight major appliances and machines that had 
blown up because of poor supply in connection with an abalone farm.  The Albany district manager of Co-
operative Bulk Handling Ltd had to hire 27 alternator generators to cope with the record harvest.  The 4 000 amp 
draw in the late afternoon when all the machines go on is similar to the big water pipe I referred to; it just takes 
too much power out of the system at one time, so everything else drops down.  The Government should speak to 
Brian Osborne from CBH because he has an intimate practical knowledge of the needs of the area.  If my 
memory serves me correctly, he also worked for the State Energy Commission of Western Australia or Western 
Power early in his career, so he knows both ends of the industry.  I have made a note that he should be contacted 
and listened to because he has a lot to offer.  That CBH office manages all the installations north and east of 
Albany.  The storeowner from Lake King referred to continual outages and severe loss of stock when the fridges 
went down.  Members must bear in mind that not all these people are covered by insurance - a lot are but a lot 
are not.  When he complained to Western Power he was advised to buy a generator.  That was good advice, but 
someone paying an electricity bill does not like that sort of comment very much.  Another food and beverage 
outlet reported that outages had caused safety and health hazards in the workplace.  A storekeeper is not sure 
whether to throw out a batch of ice-cream or to freeze it up for resale.  WorkSafe, or the health authority, would 
probably say it must be discarded.  It causes wastage, inconvenience and financial loss to the owners and serious 
inconvenience to customers.  Busy people rush into town to get their stores and are told that the fridges have 
broken down or that the freezer has blown up and cannot be replaced for a couple of days.  The people are told to 
come back then, but some of them travel more than 100 kilometres to obtain their stores, and they are not too 
impressed. 

A big farmer in the area had a Western Power pole inspector come through his property to inspect the line, which 
had been up for 35 years.  When the farmer asked the inspector what the line was like, the inspector responded 
that more than half the poles were “stuffed”.  I do not know exactly what he meant by that, but members will 
probably have a fair idea.  This gives some idea of the state of the network in that area.  A Western Power 
customer service spokesman responded that the problem had been there for several years; the lines were 40 years 
old and could not meet growing demand.  Fixing the lines would cost more than $40 million.  A $300 000 
upgrade is being done at Boxwood Hills this summer, which should ease some of the problems in the Bremer 
Bay area.  Mr Bishop, from the office of Hon Kim Chance, said that the Government is aware of the problem, 
and does care.  He was responding to a person from Bremer Bay who said, “I worked my ‘unprintable’ off to get 
Kim Chance elected in 2001, and you can tell him that now I am working to have him thrown out.”  There is a 
clear message there, which is indicative of a lot of feeling in the area.  Mr Bishop indicated that he would relay 
that message to Hon Kim Chance; probably not in the verbatim fashion in which I recorded it but in equally 
understandable terms. 

The member for Avon reported to the meeting on the positive response following the Koorda meeting and said 
that the three Bills were now before the Parliament.  He said that it would cost $500 million to rectify the 
problem, and he hoped it would be enough.  Hon Dee Margetts said that the Economic Regulation Authority had 
been delayed, and it was dangerous legislation.  She said the Greens (WA) would oppose the split-up of Western 
Power.  Hon Robin Chapple made that clear in his contribution today.  Many comments were made along those 
lines, and I quote those to indicate to the House the seriousness of the network situation.  It is run-down and 
trying to meet a growing need with substandard and out-of-date equipment.  There is a need for a total rethink.  
Whatever the disaggregation process is, there must be a massive flow of money into the network capacity.  It is 
not enough just to build a power station; investment must flow right through the chain.  For the past 10 or 15 
years Governments have addressed only one end of the problem.  By stripping off Western Power’s contribution 
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to feed government coffers, the Government has left the corporation virtually powerless to meet the maintenance 
needs that any well-organised company or unit would address as a matter of course. 

A few comments were made about compensation at the meeting.  When a lady claimed for burnt-out appliances, 
Western Power gave the standard response that a lightning storm had gone through the area, that it was an act of 
God and that therefore Western Power was not responsible.  Unfortunately, Western Power picked the wrong 
person.  That lady had been a weather recorder for the past 20 years or so.  She checked her weather records and 
told Western Power that there had been no electrical storm anywhere in the region in the previous two weeks.  
She asked Western Power to go back to the drawing board and find another excuse.  I have not heard Western 
Power’s response, but I understand that she was paid out because, like all good bureaucrats, when it ran up 
against an expert, it knew when it was beaten.  However, one cannot blame Western Power for trying.   
Another matter that I did not know how to address has niggled me for some time and I will address it now.  A 
young constituent of mine - he is not so young now - owns a property in the Collie region.  He is lucky to have a 
large 132-kilovolt line running through his property.  For providing access to that line 20 years ago he was paid 
an access fee of $1 in total.  He found it necessary to subdivide his farm.  He received a bill from Western Power 
for $135 plus goods and services tax to re-register the easement on the subdivided block.  He asked Western 
Power what had changed or what he had done to make this amount payable.  He said that nothing had changed, 
the power line remained there and all that somebody would have to do would be alter the title, make a phone call 
and issue a letter.  He asked why he should pay when he already gives the corporation free access to his land, 
although in his terms it is the Government he gives access to.  Members should bear in mind that ultimately 
people regard power as a government entity; they are not interested in the fact that it is run by a corporation.  He 
said that the Government had access to about 30 acres of his land for $1 paid 20 years ago and now it has the 
absolute hide to bill him for $135 plus GST to change the title.  That is just plain greedy.  I therefore rang 
Western Power.  It said that that is the way it is, that it could not do much about it and that these things cost 
money.  I agreed but I asked why it should cost my constituent.  Western Power said that that is just the way it is.  
Then, as is my wont, I was rifling through the 30 January 2003 edition of Farm Weekly and I came across an 
article on page 13 - which is ominous - that states - 

Western Power will pay the Department of Conservation and Land Management a $350,000 
environmental offset for the impact a 132kV transmission line from Perth to Eneabba will have on 
native vegetation. 

. . .  

An allowance of $150,000 would also be made for the management of the replacement block of land.  
“A sum of $350,000 will be deposited into a trust administered by CALM on behalf of the Conservation 
Commission,” the report says. 

I rang my constituent, who is a good bloke, and asked him what he thought of that.  When the phone cooled 
down enough for me to pick it up again, he said that he was not impressed.  He said that it was just plain greedy 
to make those kinds of compensation payouts, yet seriously charge him $135 for the alteration to a title.  I asked 
Western Power to have a look at the matter, but it was not interested.  The Western Power officer I spoke to said 
that that is the way it is and that is how it has always been.  I asked him what Western Power would do if my 
constituent put up the rent on the easement to $136 plus GST and sent Western Power the bill.  He said that he 
could not do that because he could not alter the agreement.  There is an inequity there.  It is a small matter, but 
those matters affect constituents and are indicative of the problems in Western Power. 
In some ways that story has defeated my argument, although I started by saying that I have no problem with a 
total reorganisation of Western Power.  However, I stress that the Government should not fiddle with the easy 
end of the problem.  Even if the Government does disaggregate Western Power, it will need to look at the weak 
spot in the system as it exists now.  There is no question that the weak spot is the distribution network from the 
time the power leaves the generation system to when it gets to the consumer.  The Government can dress it up in 
however many Bills it likes.  However, at the end of the day, in my view it is the responsibility of the 
Government, whether it does it through a corporation or takes the responsibility unto itself, to provide a reliable 
power supply to all users throughout the State.  It is like health.  We do not expect to be able to undergo a heart 
operation in a hospital at Boyup Brook.  Similarly, we are not asking for a Rolls Royce service for the supply of 
power.  We are asking simply for an adequate and reliable supply.  The reliability and quality of supply is 
paramount.  We accept that power shortages and outages and brownouts - or whatever we care to call them - are 
probably inevitable.  However, they should not occur as frequently as they have been occurring with the worn 
out distribution infrastructure.  In my view, that is where the Government needs to start.  However the 
Government decides to do it, and whatever legislation it may bring in, I cannot support any measure that does 
not address that key problem.  It is like having the best car in the world but keeping it locked up in our garage 
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and not using it, or having the best water supply in the world just outside our farmhouse or home but having only 
a garden hose feeding out of it so that it is not getting to where it will do the most good.  That is the situation that 
we have now reached in electricity supply in Western Australia.  In the minds of my constituents, the importance 
of reliability and quality of supply is way above the importance of the cost of electricity.  That does not mean 
that electricity prices can go up any more than they are; they are quite high enough now.  However, the 
reliability and quality of supply - in other words, the correct voltages and amperages at the correct time - are 
vital.  The cost to industry when power goes out is far greater than what it pays for that power.  People do not 
quibble about the cost of power if it is within reasonable parameters.  However, when they pay for power, they 
expect to receive that service.   

With those comments, I am left in a difficult position.  I support the concept of reform, but I am deeply 
concerned that the Government is tackling it in the wrong way in this legislation.  I welcome the opportunity to 
have input into this legislation, and I am glad there has been a stay of execution on the legislation, because it is 
important to go back to the community and look at the network distribution problem in particular.  We all accept 
that it is a huge problem.  That problem is of the Government’s own making, and it is the one that is being asked 
to fix it.  I look forward with great interest to see what the Government comes back with in the new year.  As I 
said, I support the review.  I do not support the legislation.   

HON DEE MARGETTS (Agricultural) [11.34 am]:  I find myself agreeing with a number of the points that 
have been made by Hon Bill Stretch on the Electricity Corporations Bill, the Electricity Legislation 
(Amendments and Transitional Provisions) Bill and the Electricity Industry Bill.  That does not happen very 
often in this Chamber, so I take note of that.  I agree with Hon Bill Stretch that if we were to ask constituents, 
particularly in regional Western Australia, what they believe are the most important elements of power supply, 
reliability and quality would definitely be ahead of unit price.  In addition, connection costs are another very 
important issue that is raised at forums at which issues about power supplies have been mentioned.  When 
communities are thinking about new activities and new businesses they wish to establish, obviously 
establishment costs or headworks costs are extremely important.  The extra costs associated with the 
establishment of a new connection are extremely important.  When there are new additions to any lines these 
days, communities are often quoted amounts that seem to include an almost whole-of-life management 
associated with the facility.  One glaring issue that springs to mind, which was raised at the Jerramungup 
meeting by Hon Murray Criddle and me, was that it is hard to believe that, under its accounting processes, 
Western Power can provide what is called a profit margin, or that the Government can take annually from 
Western Power an amount that is called profit, if there are substantial parts of, in this case, the SWIS for which 
there is no full budget for maintenance.  If substantial amounts of the network are in a very poor state of repair 
and, according to representatives of Western Power, require substantial investment, the point that springs to 
mind is that Western Power should have included those run-down systems within its annual reporting processes.  
How can it have accrual accounting and suddenly find that the areas surrounding Koorda, Jerramungup, Bremer 
Bay and so on simply have such out-of-date or difficult-to-replace systems that the whole system needs to be 
replaced and that, apparently, sufficient money has not been set aside in the normal accounting processes to do 
that?  At that meeting, both Hon Murray Criddle and I made a commitment that we would follow up this issue, 
given that we are both members of the Standing Committee on Public Administration and Finance.  In the 
fullness of time we will be able to report on the outcomes of our inquiries through that process.   

It is extremely important that when we talk about the electricity industry, we have in neon lights what the 
community, especially the community in regional Western Australia, is telling us it expects from electricity 
supplies because of the distances and problems associated with those distances.  Given the size of Western 
Australia, it is extraordinary that, as my colleague Hon Robin Chapple indicated, the average costs of electricity 
to businesses are low compared with those in other developed countries in the world, and even in some less 
developed countries in the world.  It indicates that the price per unit is not the major issue.  If we concentrate too 
much on the price and preparing Western Power to be a totally commercial entity that can be split and sold at 
some later date, we run the risk of never setting the tariffs and accounting processes to ensure that those 
networks are properly serviced.  If, for instance, substantial amounts of money are being spent on the Busselton 
high-voltage powerline or the Pinjar-Cataby-Geraldton lines and, in the case of Geraldton for no specific 
industry use - we have not been told exactly which industries are likely to use the new high-voltage powerline 
that is being prepared - we need to know whether those decisions were made at the expense of the powerlines in 
the Koorda region or around Jerramungup and Ravensthorpe.  We need to know whether the accounting 
mechanisms are working correctly.  We need to know not just whether the annual reporting of Western Power 
fully accounts for current electricity needs or a reduction in costs, but also whether the accounting mechanisms 
stipulate that certain amounts of money should be set aside for certain parts of the grid.  If they are not, we need 
to know why.  If money is being used for the purposes of other decisions, leaving the areas in need of urgent 
replacement uncatered for, as a Parliament we need to ask why.  We need to resist any moves to take away 
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decision-making powers from the Parliament, so that the Parliament can hold ministers responsible for those 
kinds of decisions.  Elements of this Bill seek to make the system accountable.  We have what is perhaps a 
unique opportunity to deal with the major public interest concerns associated with the provision of power in 
Western Australia.  We should not waste this opportunity; but that appears to be happening.  We have not been 
given any real guarantees that the issues of reliability and equity will be dealt with through these mechanisms.  
We do not know whether any assurances have been given on the accounting mechanisms of Western Power and 
whether they will clearly make sure that reliability and servicing become a priority.  We do not want situations in 
which a utility - in this case a public utility - becomes a hollow shell simply prepared for further 
commercialisation.  That is extremely important for the health, safety and equity reasons that have already been 
mentioned.   

As members of the international community, we also have other obligations.  Australia participated in the third 
session of the Conference of the Parties to the United Nations Framework Convention on Climate Change in 
Japan.  I know, because I was there.  Australia finally signed the Kyoto Protocol, which required conditions that 
other countries found extremely unfair.  The fact that Australia has not ratified the protocol is another issue.  
Many people within the business and wider communities are calling for that to happen.  Many opportunities in 
land care, investment and business are languishing or not developing to their full capacity at the moment because 
the federal Government has not ratified the Kyoto Protocol.  However, we must operate on the assumption that, 
in the end, a responsible Government will do what the Australian and international communities are asking it to 
do; that is, to take a more responsible attitude to Australia’s contribution to greenhouse gas emissions.  In my 
view, that means we must make sure that in our accounting processes we are aware of the real needs and desires 
of our constituents - that is presumably why we had a public utility in the first place.  The extra costs of the more 
polluting forms of energy production must also be factored into the way in which decisions are made.  If we 
allow the future to pay for the costs that are now being created, that will be extremely unfair.  That is what 
intergenerational equity is all about.  We must not only deal with the unit price of the production of power but 
also make sure that the triple bottom line is part of the process.  That means that if certain methods of producing 
electricity, such as by coal, do not factor in the potential cost of sequestration of the carbon produced by that 
form of electricity production, or if that is too difficult or not the full part of the process and it is necessary to put 
some type of end-of-pipe filtration or collection system onto existing coal or oil-fired facilities or even gas at 
some stage, we have not factored in the full cost of our electricity production.   

Many documents over time, including reports by Frank Harman and others from universities in Western 
Australia, have indicated that if we put those accounting processes that seem to be logical into the process, other 
decisions could be made on least cost planning.  Least cost planning means factoring in the full cost of energy 
production, including the cost of unnecessary and extra greenhouse gas emissions and the cost of reducing those 
to an acceptable level.  It would mean that we would have the ability to make better choices, whether on 
renewable energy, the ability to create extra capacity or releasing capacity as a result of energy conservation and 
efficiency measures.  We have not done that.  The Electricity Industry Bill is meant to be a guideline for how the 
industry can best function in the future.  Unfortunately, it still has many dinosaur elements to it.  Any smart 
country in the world should be positioning itself so that it can make the best decisions for now and the next few 
years.   

There is very little doubt from all the documentation available that the world’s petroleum resources will become 
more expensive in the not too distant future because petroleum is no longer being produced at the rate it is being 
used.  The unused sources of petroleum globally often require more and more energy to access.  Although they 
are there in many forms, the energy required to obtain the petroleum means that the benefit from it becomes less 
and less.  If more energy is used to obtain petroleum than is extracted from it, unless there is some magical new 
technology, the petroleum will never become economically viable.  It is not the case that at some stage it will 
become viable.  In a country like Australia, particularly in a State like Western Australia, we must factor that 
into the way in which we organise our energy market.  This is not pie in the sky or warm, fuzzy greenie stuff; it 
is smart economic and social planning.  It includes environmental planning and it is about our adopting a 
responsible role in the future.  It is also about Western Australia being in the best position in the future to make 
use of the opportunities that present themselves.  Glaring opportunities are going begging in this legislation, 
which explains why the Greens (WA) are so dissatisfied with it as the industry legislation that will later on 
accompany the legislation for the split up of Western Power.   

The Greens have argued in the past that having optional aspects of public interest has not worked.  The way in 
which national competition policy is being administered at the federal level means that people are making 
decisions about what Western Australia should be doing, and forcing Western Australia to make decisions on a 
whole range of issues, including liquor laws and so on, which have clear public interest aspects.  We can clearly 
see that when the public interest is in a list of options to be considered, it is often not considered, especially when 
the main concerns end up being competitiveness, price and attractiveness to investment.  It appears that we are 
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turning Western Power into an entity which will either be like or part of an investment regime for a private 
entity.   

We are moving further away from dealing with those main areas of concern that have clearly been enunciated by 
the community through the use of very concrete examples.  I was not at the Koorda meeting but I was at the 
Jerramungup meeting.  It was about not what can happen but what is happening on a daily basis.  The cost to the 
wider community and the people who share in the system is horrific.  It would be much cheaper for us to make 
sure that, within Western Power and the energy policy, there are mechanisms to prevent those costs being so 
unfairly distributed to certain communities.  The provision of supply should not be an option.  It should not be 
provided only on the condition that money can be raised or another area of spending cut.  I would like the 
minister to explain to the Chamber how Western Power was able to operate without setting aside a fund to 
maintain the SWIS.  Why is the network so out of date that the electricity corporation cannot guarantee that the 
power will not go off sometimes up to nine times a night?  Why was that never properly factored into the 
accounting processes?   

Hon Tom Stephens:  Without seeking advice, would not the quick answer to that be that the owner, which is - 

Hon DEE MARGETTS:  The public. 

Hon Tom Stephens:  - the Government of the day, has required dividends from Western Power?   

Hon DEE MARGETTS:  That is a very good point.  That is exactly why Hon Murray Criddle and I have taken 
steps to ask Western Power why Governments have been able to call that dividend amount a profit if it never 
was a profit.  If the maintenance could not be catered for, that amount never was nor should have been a profit.   

Hon George Cash interjected. 

Hon DEE MARGETTS:  Yes.  I do not know, but the answer may be that some of the money for the 
maintenance of the system in Koorda or Bremer Bay was siphoned off and used to provide the Pinjar-Cataby line 
or the south west power connections.  In that case, we should have been told that there was not sufficient money 
for the Pinjar-Cataby line and that it would have to be sourced elsewhere.  The community needs honesty in the 
provision of power.   

My colleague has handed me a table of Western Power Corporation’s contribution to state revenue, for which I 
am grateful.  It appears that there has been enormous increase in the percentage of dividends provided to 
government.  The document does not contain a sourcing note, but I am happy to table it.  It shows that Western 
Power’s tax equivalents, or dividends, were $29 million for six months of 1995, $75.6 million in 1996, 
$86.6 million in 1997, $87 million in 1998, $107.7 million in 1999, $122.3 million in 2000, $149.8 million in 
2001, $193 million in 2002 and $225 million in 2003.  That is a total of $1.076 billion.  Those figures represent 
an increase in dividend of 12 per cent in 1997, 0.5 per cent in 1998, 19 per cent in 1999, 13.5 per cent in 2000, 
22 per cent in 2001, 28 per cent in 2002 and 16 per cent in 2003.  How was it determined that there was less 
necessity in 2001-02 to set aside money for the maintenance of existing power sources?  We must look carefully 
at that.  As a Parliament we need to call the Government and Western Power to account for it.  We need at times 
to think about whether the Government or Western Power should be called upon to explain why the tariff is not 
higher.  I realise that this sounds extraordinary.  However, if not enough money is available to ensure that vital 
regional power connections are reliable, Governments must either reduce its take from Western Power and/or 
consider an increase in tariffs.  It is a matter of Western Power not just appearing to be internationally 
competitive, but ensuring enough funds are available to do the job the community expects.  I seek leave to table 
this document, which is not attributed, but which my colleague indicated Western Power provided.   

Leave granted.  [See paper No 1827.] 

Hon DEE MARGETTS:  My colleague Hon Robin Chapple mentioned the statement of corporate intent of 
Western Power, which included the midyear review estimates.  Most parliamentarians received a copy of that 
statement, and a copy of a letter to the Chief Executive Officer of Western Power Corporation from the 
Department of Treasury and Finance.  It is not a huge letter; I will read it into the record.  It is addressed to Dr 
van der Mye, and reads - 

Dear Stephen 

MID-YEAR REVIEW FINANCIAL FORECAST 
This appears to be the reason that the Department of Treasury and Finance did not want the midyear review 
forecast to be on the public record.  If I read this letter, people can make their own decisions.  It reads -  

I refer to the mid-year review financial forecast provided by the Chairman of Western Power 
Corporation (WPC) to the Minister for Energy on 3 November 2003.   
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As outlined in the budget circular to you on 7 October 2003, the MYR estimates are to be based on 
policy decisions taken since budget time, namely the financial impact of electricity reform as agreed by 
Cabinet, with the new dividend and financing arrangement agreed between the Minister for Energy and 
the Board of WPC reflecting that Cabinet decision.   

A number of the factors in the WPC submission appear to be outside the scope of policy decisions taken 
since the 2003-04 Budget.  Moreover, several of those factors reflect a change in perspective on the 
outlook of the energy markets, which might better be assessed as part of the annual budget process.  In 
addition, further detailed information on the assumptions and calculations underpinning the revisions to 
the financial estimates will be required before they can be incorporated in an official publication. 

In this further examination, questions surrounding the factors underpinning the outlook measures in the 
WPC submission that need to be addressed include: 

•  The MYR submission states “there is still some uncertainty regarding Alinta Stage 1, particularly if 
the gas pipeline capacity constraints are expected to continue.”  It would therefore appear unlikely 
that both the gas pipeline constraints and competition from AlintaGas will have such significant 
impacts on the financial forecasts as outlined in the WPC submission.   

  More specific information on the assumptions underpinning the calculation of impacts from 
competition would be appreciated, including the impact of the AlintaGas development on the 
energy markets and on WPC’s business in particular.   

•  Further information underpinning a significant increase in coal prices in the MYR estimates is also 
required.  The renegotiation of the contracts has been a longstanding matter, rather than the result 
of a recent policy decision.  I would particularly be interested in the likely effect that ongoing 
pipeline constraints could be expected to have on the renegotiation of coal contracts. 

•  A study is currently underway to assess the maintenance costs of extending Kwinana B and Muja 
AB past their expected lives.  Rather than preliminary estimates in the MYR, it would be desirable 
that firm estimates of these costs be included in the financial forecast once this study has been 
completed.   

•  Tariff rebalancing effects have been included in the MYR  submission.  However, consistent with 
the budget circular, tariffs should be dealt with in the budget bilateral submission.   

I am also concerned that the projections might not fully reflect the impact that increased competition 
will have on WPC’s business strategies.  In this context, the Electricity Reform Implementation Unit 
has developed agreed projects briefs for conducting detailed financial and market modelling on the 
effects of competition prior to disaggregation.  WPC will have input to this modelling which will 
provide a firm basis to factor in the effects of competition into forward estimates.  I would expect that 
the inclusion of any impacts of competition on WPC finances would only occur after this modelling has 
been completed. 

For these reasons, I believe it may be premature to incorporate in the MYR - 

That is, the midyear review - 

the significant revenue and expenditure revisions proposed in the WPC submission.  Further 
information on these matters will assist in better understanding the likelihood of each event and its 
particular financial impacts.  This will ensure an agreed position can be developed for the 2004-05 
Budget. 

That is signed by David Smith, Acting Executive Director - Economic and dated 10 November 2003.  It is a 
quite recent letter.  It says to me that many aspects of the pricing and the impacts of the current proposals and 
policy decisions for Western Power simply are not and cannot be known.  We know that a number of consultants 
and a number of sources have produced reports indicating that they have serious concerns about the cost to the 
community for a range of reasons.  It seems to me that the kinds of statements or brush-offs by the Treasurer and 
Minister for Energy regarding these concerns are not justified.  At this stage we do not have enough information 
to know whether the policy direction in which the Government is going is even in the budget interests of 
Western Australians, let alone those serious concerns that my parliamentary colleagues and I have raised in this 
debate. 

Energy is not about just Western Power; it is about the provision of a public service.  If providing a better service 
to the community means requiring greater access to the sunshine renewable industries, we should make sure they 
are provided.  As we all know, Australia needs to be in the best position regarding future decisions made both 
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here and internationally.  We have let ourselves down badly in the way this legislation has been formulated.  
This is the opportunity to look at the industry and how the best policies for the public of Western Australia can 
be implemented.  Unfortunately, this legislation falls far short of that, and I support strongly the comments of my 
colleague Hon Robin Chapple about the position of the Greens (WA) on this legislation.   

HON BRUCE DONALDSON (Agricultural) [12.03 pm]:  The proposed break-up of Western Power has indeed 
raised a number of key issues.  When the Court coalition Government went to the election in 2001, it was clearly 
identified in its policy document that in the vicinity of $800 million needed to be spent over an eight to 10-year 
period on the upgrade and maintenance of the distribution network.  Five hundred million dollars of that amount 
was to be spent in rural Western Australia.  Quite clearly, that was evidence that Western Power had recognised 
the need to move down that path.  Successive Governments have seen it almost as a milch cow for revenue in the 
way of dividends.  In one sense, it is probably a demonstration of very poor accounting skills when a company 
does not set aside sufficient money as a percentage of turnover revenue for maintenance of its assets.  A good 
example of that is the national Highway 1.  We have always argued about the amount of money the federal 
Government is setting aside to fund Highway 1 and its maintenance and upgrade programs.  The funding fails to 
meet anywhere near the percentage that is needed to do that work correctly and properly.  Therefore, there are 
some parallels.  We could also consider the break-up of the former Water Authority, for argument’s sake.  The 
Water Corporation has been hamstrung by one of the components in the break-up of the former Water Authority; 
that is, the Water and Rivers Commission, which has become a de facto Department of Environmental Protection 
or Environmental Protection Authority.  Dr Jim Gill, the highly recognised and respected Managing Director of 
the Water Corporation, blew everybody away on the last day of the so-called water summit that was held 12 
months or two years ago.  He said that there was sufficient water in the Yarragadee aquifer to last Perth for 1 660 
years.  No-one has been able to refute that.  The latest report confirms that that is the case.   

Hon Dee Margetts:  One of your members has produced information that doesn’t equate with that.   

Hon BRUCE DONALDSON:  I am sorry but the latest information quite clearly states, as Hon Norman Moore 
has said for a long time, that this public utility has been hamstrung by the very break-up that occurred.  Hon Dee 
Margetts cannot have it both ways.  What suits in one case, in this case -   

Hon Dee Margetts:  I am not happy with the way water and rivers -  

Hon BRUCE DONALDSON:  It worries me no end.   

Having lived just about all my life in Koorda, I know that area probably better than anybody else does.  Back in 
the early 1960s, when we were first connected to Western Power, we considered whether to put a switching gear 
onto our 10 kilovolt-ampere - 240-volt - generating set to keep it as backup.  After four or five months of being 
connected to Western Power, there were no real problems.  We were on a very long spur line - I think at that 
time it was one of the longest in that area - 

Hon Tom Stephens:  How long was it?  

Hon BRUCE DONALDSON:  It was 56 kilometres or something in that vicinity.  We found that the 
convenience of having Western Power was far better than trying to generate our own power.  We had the odd 
hiccup when there were violent storms.  In fact, a very big salmon gum on our property dropped a branch over a 
powerline - we did not realise it at the time - and caused a massive blackout in the area.  I felt a bit sheepish at 
the time because Koorda had a substation and I knew the people who worked there.  They asked me to check 
around our property.  We did not know that the powerline passed near some salmon gums, and, of course, one of 
them had fallen over.  We, and our neighbours, were without power for about 24 hours, but it was our fault for 
not checking the line more closely.   

Of course the network has deteriorated; that has been mentioned in this place before.  However, I do not think 
that is related to the price of electricity; we have been hell-bent on keeping down the price.  During the term of 
the Court Government, there was only one increase in the cost of residential power - I think it went up by about 
3.7 per cent.  We have been continually pruning or keeping down the cost of power.  However, the cost for 
businesses has remained the same throughout and there have been no increases in that area.  What other 
members have said is quite correct; I do not think a lower price for residential or even business electricity is the 
answer.  What they want is a consistent, reliable and good quality power supply.  How do we get that?  We have 
to move away from the mentality that public utilities such as the Water Corporation and Western Power are just 
revenue gatherers for Treasury.  Insufficient money is being allocated to protect that asset.  Western Power has 
had to address the route along which the transmission lines are placed.  I am referring more to the distribution 
network rather than the main lines.  During the fires from Cervantes to Jurien Bay I saw a number of burnt 
power poles.  Poles are at risk of being burnt as a result of a fire from a lightening strike because the cleared 
corridor containing the poles is not wide enough as a result of the demands of the conservation movement to 
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leave plants and even scrub intact.  That issue needs close examination.  Third party access to power generation 
is very healthy because it creates competition.  However, I feel strongly that the Government should maintain the 
electricity network.  Its responsibility in that regard is no different from its responsibility to maintain the railway 
line to which there is third party access.  It is very important to bear in mind that that corridor belongs to the 
Government.  A private operator would be out of business within the first week if it had to pay the maintenance 
bill of the existing Western Power network.  Western Power would not be interested in supplying power to much 
of rural Western Australia because it would not be profitable.  We all jump up and down about the water supply 
in country areas.  However, the simple fact of life is that if the supply of water to country areas was not 
maintained and controlled by the Government, no-one would be interested in providing water to country areas.  

Hon Tom Stephens:  I have never been to Bremer Bay.  Is it an economically prosperous community?  Does it 
produce wealth?   

Hon BRUCE DONALDSON:  Of course.  Industries such as tourism and farming generate wealth.  However, 
problems arise in that area such as the build-up of salt on insulators.  In Esperance, for example, some of the 
build-up of salt creates all sorts of problems with the distribution of power.  Many unique circumstances have an 
impact on that distribution, which make it very costly to maintain.  Whether a place generates wealth is an old 
argument and on that basis all the money would be spent in the Pilbara.   

Hon Tom Stephens:  In the Burrup Peninsula.   

Hon BRUCE DONALDSON:  That is right.  There is a large amount of cost-subsidisation of water services into 
rural and regional Western Australia and similar cost-subsidisation in country areas is provided by Western 
Power.  That is why the distribution network must be maintained by the Government.  It is important to create 
competition among the stakeholders that generate power by allowing third-party access.  However, there is an 
obligation on Governments as part of the provision of services to ensure that the major public utilities are run 
correctly and that the asset base remains under government control.  How they are used is a different story.  I am 
sure we all agree that reform is important.  

I refer to some other reforms.  I will not go over the national competition policy.  What have we gained from 
deregulation of the dairy industry, for argument’s sake?  Producers are on their knees and consumers are no 
better off.  

Hon John Fischer:  The consumer is worse off.  

Hon BRUCE DONALDSON:  I know.  If consumers were able to buy milk at $1 a litre cheaper we could 
understand why the dairy industry was deregulated.  Reform and deregulation of industries is fine, but 
unfortunately, sometimes those changes do not flow through to benefit consumers or enhance the public interest.  
Possibly I am a bit dumb, but I cannot see where the public benefits are going to accrue from what we are doing. 

Hon Norman Moore:  What the Government is doing. 

Hon BRUCE DONALDSON:  Yes, what the Government is doing.  No-one has yet explained to me what 
benefits disaggregation will achieve.  The amount of debt to be transferred from Western Power to the four new 
units will not be known until April or May next year.  That was reported either yesterday or today in the 
newspapers.   

The DEPUTY PRESIDENT (Hon Simon O’Brien):  Order!  Hon Giz Watson knows that no member is allowed 
to walk between the Chair and the member speaking.  I am sure it was just a moment’s inattention on her part. 

Hon BRUCE DONALDSON:  A great deal of money will be spent on splitting Western Power.  How will 
consumers benefit at the end of the day?  The catchcry is that electricity prices will be held or will decrease.  If 
we go down this path, what will happen to the network and power generation?  Western Australia is not on the 
national grid and never will be.  That is because of the distance between the eastern States and WA.  Hon George 
Cash referred to price increases in South Australia.  Setting that aside, people’s biggest concern is security of 
supply.  Of course, wild storms and the weather can create havoc with power networks.  If consumers do not 
believe that the service will be reliable 24 hours a day, seven days a week, 52 weeks a year - other than due to 
unusual circumstances - they will have no confidence in the disaggregation of Western Power.  They have seen it 
happen too often in other areas and will be suspicious.  Consumers will think that it sounds good but, at the end 
of the day, they will question whether it will provide a more reliable service.  The answer is no because there is 
no clear commitment to maintain or upgrade the network.  No doubt the minister will be able to identify how 
much will be spent over the next 10 years.  If he cannot, whether it is under this Government or the next, there 
needs to be a shift in culture to protect public utilities.  The Water Corporation and Western Power currently 
provide approximately $500 million in tax equivalent dividends but they must not be starved of the funding 
necessary to maintain their assets. 
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As pointed out by Hon Norman Moore, there is enough water to allow people to water three times a week.  
People are very mindful of the environment and the water they use.  The introduction of two-day watering has 
made people a lot more aware of what they can do with less water and yet still have very good lawns and 
gardens by treating them with soluble granules.  If people used another 15 gigalitres a year, that would generate 
money for the Water Corporation, which is in the business of selling water.  That money could then be set aside 
to assist some of the upgrades that are required within the water supply and distribution network.  The same 
issue applies with Western Power.  In some country areas, the network is a good 40 years old.  Poles were 
deteriorating just across our paddocks, and over a period of 10 or 20 years we saw more and more people 
checking the poles.  A couple of friends of mine worked for Western Power and their job was to check the poles, 
replacing them when necessary or supporting them with pieces of railway line.  Although the poles were all 
treated, in heavy clay soil conditions and because of termites they would rot and deteriorate very quickly. 

I will not say any more, because Hon George Cash has set out where the Liberal Party sits on the disaggregation 
of Western Power, but I am concerned that my constituents will not be better off.  People appreciate that when 
that network was established it provided them with power for normal residential use.  Unfortunately, life has 
changed.  More and more light industrial business is encouraged to go to regional Western Australia, but one of 
the drawbacks is available power.  The cost of establishing power for industrial businesses is usually too high 
and the reliability is such that a lot of companies that may - I stress the word “may” - want to relocate to regional 
Western Australia say it is not worth it and they go back to the big centres or stay in Perth.  Some of the 
distribution lines need to be changed to cater for that demand.  I look forward to the minister’s response on this 
Bill. 

HON FRANK HOUGH (Agricultural) [12.23 pm]:  If I were asked to make a short speech about these three 
Bills in no more than 90 seconds, I would probably say that the Government should take back control of Western 
Power, appoint someone like Michael Chaney, give him three years to straighten things out and produce an 
acceptable bottom line and smooth-running organisation.  However, I will not take 90 seconds; I will probably 
take five or six minutes.  This whole issue is about Western Power’s inability to perform, to keep prices down 
and open the doors to part privatisation.  The next thing is that within a few years Western Power will be totally 
privatised. 

Hon Tom Stephens:  Not true! 

Hon FRANK HOUGH:  I have heard that before.  Perhaps Telstra and the Water Corporation should never have 
gone the way they did.  My suggestion to the State and Commonwealth Governments would be to buy back 
Telstra and the Water Corporation and take control.  Nothing was wrong with the organisations we used to call 
the water supply and the State Energy Commission.  I used to love the SEC; I never had any problems when the 
SEC was around.  The Government is abrogating its responsibility.  This is not about an infrastructure 
breakdown, it is about bad management.  That could be bad government, whether by the previous Government 
or the present one.  No-one has actually taken it by the short and curlies and fixed it up.  The easiest way to get 
rid of an old bunk is to sell it off.  This one, however, belongs to the people of Western Australia; it should be 
fixed and remain in the hands of Western Australians.  I will not vote for opening the door.  On this, I agree with 
Hon Robin Chapple, for probably the only time in two and a half years.  We should not open the door and allow 
Western Power to become a private enterprise, fully retailed corporation. 

The Government took the step of appointing someone from Victoria to manage Western Power - the fly in, fly 
out fellow - who turns out to be a break-up mercenary, not a manager of Western Power.  He was brought in 
purely as a mercenary.  He will break up the corporation, sell it off and nick off, leaving us with the results, 
which will not be amiable for Western Australians.  An instance I could cite, although I do not wish to offend the 
Houghton family, is the late Cliff Houghton.  This is all about management, this time in football.  Many years 
ago, when Perth Football Club was languishing around the bottom of the ladder, Cliff Houghton was voted in as 
president.  I knew Cliff very well in those days; I was his general manager at Lynas Motors.  The board members 
of the club told Cliff what they intended to do.  Cliff replied that he believed in democracy and they could all 
have their say, but the club was there to win premierships and this would not be helped by board members 
poking their noses in.  He told them how the game would be played.  Under Cliff Houghton’s presidency, the 
club won three premierships.  Then he walked out and the club fell over again.  Western Power should get in 
someone of that calibre to have a good look at the place and shake it up.  Ultimately, the manager would be 
responsible to the Government, but he should have the opportunity to fix the existing structure, if it is broken, 
but keep it in the hands of the public.   

I have heard Hon Bruce Donaldson talking about the country, and I can concur that the power system breakdown 
in the country is a problem.  He was talking about salt, which is a problem at my place in Ledge Point.  My 
house is less than a kilometre from the ocean, on a hill, and is supported by steel poles.  Everything faces the 
south west and, after two years, the poles are rusting.  I have just spoken to a builder, who says I have a major 
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problem.  The poles will have to be sandblasted and coated with a rubberised substance.  In the area where I live 
the power supply is underground, but the build-up of salt is a major problem with the powerlines coming into 
Ledge Point.  Rain causes huge problems.  Hon Bruce Donaldson said that the power system in Jurien Bay was 
burnt down in the last fire.  Last year at Ledge Point on Australia Day, 26 January, an enormous fire wiped out 
new poles that had been put there the year before.  I cannot understand why Western Power did not use some 
forethought in management and run the power underground into my place, which would have saved putting in 
two sets of poles.  However, it has now put in another set of new poles that look good.  As Hon Bruce Donaldson 
said, railway lines were put in to hold up the poles. 

An e-mail from the former Managing Director of Western Power, David Eiszele, headed “Western Power 
Announces Annual Result”, states in part -  

I am pleased to report that we are seeing good progress as a result of these strategies, with prices for 
some customer groups now in line with those charged in other States.  For example, our residential 
customers consuming 5,000 kilowatt hours of electricity (typical consumption in Western Australia) are 
now paying just two per cent more than the Eastern States median price, compared to 18 per cent more 
in 1996/97.  We have made these improvements despite paying significantly more for fuel - the major 
cost component in electricity - in Western Australia than in other States. 

While we have made improvements, our small business customers are still paying significantly more for 
electricity than their Eastern States counterparts.  These customers include small supermarkets, 
manufacturing, food and retail outlets.  Today I will be announcing our proposal to reduce the tariff for 
these customers - the L1 tariff - over a three year period starting 1 July 2003 to match average Eastern 
States prices. 

There are problems for other players wanting to come into the power system proposed by this Bill.  One thing 
that concerns me more than anything else is that retailers in businesses are bottom-line driven by shareholders.  
All players in the system must get a return for their funds invested.  Why the hell would a retailer in the proposed 
system compete in places such as Lake King, Lake Biddy, Ravensthorpe, Lancelin or Jurien Bay?  A retailer 
would want to compete in a volume mass market, such as Perth and other major powerhouses.  The people who 
are wanting to come into the market and sell cheaper power will be bottom-line driven and will chase the volume 
markets.  Perhaps the major users will enjoy that.  However, what about the people on the open networks? 

We must bear in mind that Western Australia is not like the east coast, which is hooked up to a power system.  
Western Australia is like an isolated island.  Admittedly an island is a place around which there is a body of 
water, but I suppose the Great Sandy Desert could be called a kind of dry ocean, and on the west of Western 
Australia there is the ocean.  Western Australia is isolated and fragmented, unlike other States.  Victoria could 
probably fit into the small area from Joondalup to Midland.  That is the equation.  The whole of the western side 
of Australia is part of Western Australia.  The population of Western Australia is so spread out that someone 
could go mad with a gun up north and fire some shots and he probably would not hit someone for several days.  
New South Wales has a lot of larger towns.  In Western Australia our larger towns are Bunbury, Geraldton, 
Albany, Merredin and Northam.  However, those towns are not large in comparison with the larger towns in the 
eastern States.  The population of Queensland is balanced fairly evenly over the whole of the State.  New South 
Wales has a huge population.  The population of Sydney is about four million or five million people.   

Hon John Fischer interjected. 

Hon FRANK HOUGH:  Yes, but the distances that people need to travel are smaller.  We need to remember that 
what may work in the eastern States may not work here.  One shoe does not fit all.  Some people are a size three 
shoe; others are a size 12.  We cannot make a size 12 fit into a size three.  Western Australia is pushing itself to 
become a size three.  We are not a size three.  We are a size 12, and we will need to remain a size 12 until we get 
a much larger population.  If we are to go into the generation and sale of power, we will need to consider things 
like security, reliability, protection schemes and switch yards.  If people want a generation system to integrate 
with the existing system, the proviso is that it must comply with all of the government regulations.  There are 
variations in speeds, loads and frequencies.  If a generator comes into the system but is not able to comply with 
all of the regulations, it will cause major blackouts in the system.  Reliability is also very important.  It is 
important that when generators are coming in and out of the system they do not cause the system to trip out.  It 
can cost millions of dollars to connect up to a 300-megawatt generator.  The current power generation system 
also contains protection schemes.  A protection scheme comprises both a principal and a secondary generation 
system.  It works like a circuit-breaker in a house.  If a child pokes a screwdriver into a power outlet, or someone 
cuts a wire, the circuit-breaker will activate and cut off the electricity supply.  I notice that over the weekend 
someone was repairing an airconditioner and he cut a live wire.  The house obviously did not have a circuit-
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breaker, because unfortunately he was killed.  I thought circuit-breakers were mandatory.  Therefore, I was 
surprised that that happened, because I thought that most houses today would have a circuit-breaker. 

Hon Kate Doust:  It was a shop, not a house.   

Hon FRANK HOUGH:  It was too; I apologise.  I thought that in businesses and factory units it was also 
mandatory.  The other day when I was at a factory unit that was being built I was told that the electricians would 
not connect it to the power supply until a circuit-breaker had been installed.  What I am saying is that outside 
generators should have to incorporate the protection schemes that exist in the system now.  If people are tapping 
in and out of the generation system, the secondary system mirrors the primary system, and if there is a major 
fault, the circuit will break without causing the primary system to blow out.  If we are selling our power and 
generators, we must be aware of these issues.  There are also switch yards, which are part of the infrastructure 
required to tap into the transformers.  Our current power stations are located at Kwinana; Muja; Pinjar, which 
has the gas turbine; Collie, which I think is a leased-out site; and Worsley and Alcoa, which are the two outside 
suppliers.   

The executive summary in the report of the Pacific Economics Group on the reform of the Western Australian 
power industry states -  

•  Western Power’s prices and service quality for non-contestable services should be subject to 
performance-based regulatory mechanisms for a multi-year period; bundled service prices would 
be regulated for customers without retail access privileges, while transmission and distribution 
prices would be regulated for customers with retail access  

That means that if Western Power is broken up, everyone in the retail market will fight it out.  We know that 
corporations and corporate contenders will be a lot smarter - I am not putting down the public service - than 
Western Power and will get the cream, and Western Power will be left with the scraps, as usual.  It will be 
expected to live off the scraps and supply a good service.  The executive summary continues -  

In general, competition is superior to regulation in the provision of goods and services.  Competition 
usually creates strong performance incentives and maximum long-run benefits for customers.   

That is a very good statement.  It continues -  

However, it is not always optimal to adopt competitive market structures, or to extend competition to all 
customers or services.  The desirability of market outcomes depends on a number of factors.  One is the 
underlying cost structure of the industry and the size of the market to be served.   

There in itself is the answer.  Western Australia is just a little drop in the ocean.  It continues -  

If scale and scope economies are large relative to the size of the market, less competitive market 
structures may be more efficient and create greater long-run benefits for customers.   

It goes on to say -  

The general benefits of competition notwithstanding, it must be acknowledged that there is a significant 
risk that power market reforms will lead to dramatically worse outcomes.   

That is what I have just said -  

Policymakers must balance a number of factors when fashioning restructuring policies.  Flaws in this 
mix of policies can lead to unintended consequences, including higher and more volatile power prices.  
Indeed, in the many places where competition has been introduced in the U.S., competition has almost 
universally been associated with rising power prices.   

That is exactly what I believe will happen.  At the end of the day, we will wind up with rising power prices.  On 
the network connection issues, to ensure that electricity in sufficient quantity, of sufficient quality and in a 
reliable fashion is available on demand, Western Power has a set of technical standards.  These standards define 
the level of security and reliability of the power system.  The lead-in to tapping into the system of an outside 
generator can create problems, including breakdowns.  That is inevitable.  It has also been said that many 
companies argue that Western Power should pay for the cost of the upgrading required to transport energy from 
the new generator to the load.  Western Power has required that the additional costs be met by the generators that 
require the capacity.  Unfortunately, those who wish to tap into the system now find that this can be an extremely 
expensive process.  They have been squawking about it and have suggested that the Government should pay for 
it.  It should not.  There is no way that it should pay for it.   

Dr G.D. Thomas of GT Power Consultants Ltd said that in 2001 the World Energy Council commented on the 
system we are considering, which I suppose would be called a small system when compared with those in the 
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eastern States.  Dr Thomas said that introducing competition within a small electricity system raises two major 
issues.  First, small systems are generally built around a few relatively large power stations that each slot into a 
specific place in the overall load shape and do not naturally compete with one another.  Secondly, the cost of 
introducing a new market must be carried by a much smaller customer base.  At the end of the day, no matter 
what happens, the major people who will pay for this will be me and you, Mr Deputy President, as well as other 
members in the Chamber.  Dr Thomas said that two additional issues that need to be taken into account when 
evaluating alternative structure options are the significant economies of scale and the scope that can exist in the 
smaller system.  Dr Thomas went on to say that econometric studies have estimated that the loss of these 
economies through the disaggregation of Western Power could increase overall costs by up to 16 per cent in the 
long term.  That is what all the punters are saying: if it is broken up, they will pay more.   

Projected results from the current arrangements will cause prices in Western Australia to be competitive on a 
national basis for virtually all customer groups and will further efficiency and service improvements.  According 
to the latest forecasts for 2005-06, real average price reductions of about 15 per cent will be achieved and 
Western Power payments to the Government will increase by 15 per cent.  I refer to a chart of actual and 
projected key results, which bases everything on 100 per cent.  In 1997-98, on the real average price index, we 
were paying 115 per cent.  The projection for 2001-02 was 100 per cent.  Western Power says that in 2005-06 it 
will be down to 86 per cent of the projected price.  That is a healthy grid.  The grid goes down and not up.  The 
Government overlooked payments to the Government.  In 1997-98 the figure was $116 million and in 2001-02 it 
was $182 million.  Even though the report came out the other day, the projected figure for 2005-06, if the system 
is improved, is $209 million.  The outage frequency index for 1997-98 is 1.7, and for 2001-02 it is 1.3.  The 
figure is going down.  It has been said that the existing power system is broken and that we must fix it and flog it 
off.  Although the figures provided in the graphs I am referring to are not great, at least they are healthy and 
heading in the right direction.  The percentage of customers notified of unplanned outages within four hours in 
1997-98 was 83 per cent; in 2001-02, 96 per cent; and Western Power says that in 2005-06 it will be 99 per cent.  
Western Power is saying that it is not perfect but it is moving towards being so.  The percentage of new 
connections completed within three days in 1997-98 was 59 per cent; in 2001-02, 91 per cent; and it is estimated 
that in 2005-06 it will be 95 per cent.  The percentage of streetlights replaced within five days in 1997-98 was 79 
per cent; in 2001-02, it was 97 per cent; and in 2005-06 it will be 100 per cent.  The percentage of customer 
service calls answered within 30 seconds in 1997-98 was 60 per cent - no wonder we got angry; in 2001-02 it 
was 91 per cent; and, I presume, based upon telecommunications, it is estimated that in 2005-06 it will be 100 
per cent.  I will table the document if anybody wishes me to.   

The graph for the average electricity retail prices by State from 2003-04 to 2004-05 shows that the Northern 
Territory consistently has the highest cost.  The State with the second highest cost, which has jumped from being 
the fourth cheapest, is South Australia.  The South Australian model cannot be compared with Western 
Australia’s.  I was in South Australia a couple of weeks ago with Hon John Fischer.  Some people we spoke to 
said that South Australia’s system was not broken but now there are problems with it.  South Australia’s 
electricity was among the cheapest and it is now the second most expensive.  From the date of privatisation in 
South Australia, electricity retail prices have consistently risen like a skyrocket and with no curves or plateaus.  I 
am not sticking up for Western Power.  I do not care one way or the other, although I do not want it broken up 
and sold off.  Since 1994-95 there have been no trends in the average price.  The cheapest electricity of all is in 
Tasmania.   

In summary, I am sure that my colleagues will vote as they wish, but as the agricultural spokesman I am totally 
against the break-up of Western Power.  When people mention break-up, the Government says that it will let in a 
few small players and flog a bit of power here and there; but once the door is open, we all know the story.  If 
people do not open their front door to a salesman, he might go away, but if they do open the door, the next thing 
that happens is that he grabs them by the snout, pulls them into the street and chats to them.  The next thing they 
know is that they are walking back into their house with knives, forks and things they did not want and they are 
asking themselves what they will do with them.  We are opening the door just a little.  The Government really 
believes that will not be the case.  I must give it a couple of Enid Blyton books.  She wrote lovely stuff.   

Hon Bruce Donaldson:  Is that what happened with the second-hand cars you used to sell?   

Hon FRANK HOUGH:  I do not know.  I have said time and again that I have never had a second-hand car 
dealers licence.  Although the Press has painted me as the Scarlet Pimpernel, which has been great for my image, 
I have never owned a second-hand car dealers licence.   

Hon John Fischer:  Be careful about Enid Blyton because most of her books are banned now. 

Hon FRANK HOUGH:  Are they?  That is because there is a lot of kissing.   
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I have lost my train of thought as a result of those few unwarranted interjections.  No matter what is done to 
prevent it, when someone opens the door, he lets the cat out.  The door does not need to be opened fully.  History 
has shown that human nature is generally that of greed, not need.  Humans never operate on the basis of need; 
they operate according to greed.  This is an example of greed.  If the Government will make a bigger quid by 
flogging off Western Power than by keeping it, it will flog it off because it can get more dough without doing 
any work.  What an easy buck the Government will make.  That is its attitude.  I do not like that attitude.  I think 
we must fix Western Power.  We must appoint a smart chief executive officer, not a mercenary who will chop it 
up and feed it to the wolves.  The Government should install a good operator.  I have watched Michael Chaney’s 
work.  If he took over Western Power, he would straighten it out in two or three years.  He would make it 
operate properly.  He would address the issues.  The Government needs someone who will address the issues and 
problems and get on with the job.  It should not flog it off and hope to God that someone else will do the work.  
This is the problem, and members know it.  Hon Bruce Donaldson said that Richard Court identified that 
$800 million needed to be spent on Western Power over 10 years.  To date, no-one has taken the bull by the 
horns and spent that money.  If when Richard Court realised the extent of the necessary expenditure he had 
started the ball rolling, and if the Labor Party had had the courage to continue that work, by 2007, 2008 or 2009, 
Western Power’s infrastructure would have been entirely underground, it would have been producing power at 
an economical rate and it would have been delivering a reasonable bottom line for the Western Australian 
Government and taxpayers - me and everyone else.  That is what it is all about.  It should not be about breaking 
it up and flogging it off.  This is an asset that belongs to me and everyone else in this Chamber.  I do not want to 
sell my part it.  I do not think I should sell my part of it.  I want to keep it.  If the Government sells Western 
Power, I believe that a little bit should be left for me.  I do not think it should be sold.  The people of Western 
Australia should make these decisions, and the Government should be held responsible and accountable for this.   

Similarly, the Government should purchase back the Water Corporation.  It should do the same thing with the 
Water Corporation -  

Hon Norman Moore:  It has not been sold.  It is corporatised.  

Hon FRANK HOUGH:  It has been made a corporation and moved away from government.  The Government 
should move in and run the organisation rather than be told what to do.  It should get in and run it. 

Hon Norman Moore:  It is still run by the Government.   

Hon FRANK HOUGH:  That would be right.  Why does the Government not fix the problems?  I have been 
telling it about the problems. 

Hon Norman Moore:  You ask the Government.  It has not been sold.  It has been corporatised, as has Western 
Power.   

Hon FRANK HOUGH:  Hon Norman Moore says that the Government owns the Water Corporation, but it does 
not run it, and that is what it should do.   

Hon Norman Moore:  Of course it runs it.  It is run by a board under the direction of a minister.   

Hon FRANK HOUGH:  Why is it doing such a rotten job? 

Hon Norman Moore:  Well, you ask the minister.   

Hon FRANK HOUGH:  I have asked him but it continues down the same track.  It is like a steam train with no 
brakes going downhill towards a buffer at the end of the station.  It will soon come to a slamming halt.  We 
should regain control of our utilities.  We should take the responsibility for them out of the hands of people who 
cannot do the job and run them properly.  We should employ people who can do the job.  That is not hard.  
Members should not blame people who work within the industry.  The buck stops with the manager.  If 
something is going wrong, it is the fault of the manager, not the workers.  The manager is the Government, and 
we are blaming the workers.   

Hon Tom Stephens:  Are you suggesting they should be made government departments?   

Hon FRANK HOUGH:  Yes, with an outside CEO reporting to a board of directors within government.  They 
should be privatised within government.  They should be made government entities.  They should be run as 
businesses.  My point is that the buck stops at the top.  We are blaming everybody else as no-one has the 
necessary courage.  

Debate interrupted, pursuant to standing orders. 

Sitting suspended from 1.00 to 2.00 pm  
 


