
Extract from Hansard 
[ASSEMBLY - Tuesday, 6 May 2008] 

 p2413b-2424a 
Speaker; Dr Steve Thomas; Mr Max Trenorden; Mr Fran Logan; Mr Colin Barnett; Deputy Speaker; Mr Troy 

Buswell 

 [1] 

ELECTRICITY TARIFFS — VERVE ENERGY 
Matter of Public Interest 

THE SPEAKER (Mr F. Riebeling): Members, today I received within the prescribed time a letter from the 
member for Capel containing the following motion — 

That this house demands that the Carpenter government tell the whole truth about its proposed 
electricity price rises and its billion-dollar bailout of Verve Energy. 

This matter appears to me to be in order. If at least five members stand and agree that the motion may be 
discussed, the matter can continue. 

[At least five members rose in their places.] 

DR S.C. THOMAS (Capel) [3.13 pm]: I move — 

That this house demands that the Carpenter government tell the whole truth about its proposed 
electricity price rises and its billion-dollar bailout of Verve Energy. 

This is a very important issue for the people of Western Australia. There are some questions that have yet to be 
answered by the government. This is a good opportunity for the government to give a full, open, honest and 
frank answer to the concerns that have been raised by the opposition about the economic factors that apply to this 
particular exercise. 

I take you, Madam Deputy Speaker, to Frontier Economics’ “Electricity Retail Market Review — Electricity 
Tariffs”, the base document that went to the Office of Energy and through which it made a set of 
recommendations that resulted in increases to electricity prices. Although its recommendation was for a sudden 
increase of 47 per cent in one year, the government changed its agenda and said that it would then move that 
back to 10 per cent a year starting in the 2009-10 financial year. I will read into Hansard three points from the 
executive summary of the April 2008 report — 

•  gas prices in Western Australia have increased significantly in recent years, increasing the costs of fuel 
for electricity generation; 

•  coal prices are likely to increase to reflect increases in gas prices, also increasing the costs of fuel for 
electricity generation; and 

•  the capital costs associated with building new generation plant in Western Australia are high, reflecting 
the broader economic conditions in Western Australia. 

This is the report on which the Premier has based a 10 per cent increase each year for eight years beginning in 
2009-10. With regard to Verve Energy, does the Premier support each one of the findings? With regard to Verve 
Energy, does the Minister for Energy support each one of the findings, the findings on which the minister 
decided to effectively double the price that Western Australian mums and dads will have to pay for power 
between 2009-10 and 2016-17? The Treasurer, who has a strong interest in energy, would have read the report. 
Does the Treasurer stand by that decision? Let the record show that there has been no response from the 
Treasurer, the Premier and the Minister for Energy. They cannot respond because they would end up 
contradicting themselves.  

The second point in the executive summary states that coal prices are likely to increase to reflect massive 
increases in gas prices. We know that that is not the case, because the government has told us so. The Premier 
stood in this house on 1 April 2008 and talked about the new coal prices. He asked what the opposition did when 
it was in government to keep Verve Energy functioning. He told us that the Labor Party secured the new 2010-
2030 coal contracts and he also told us what the prices would be. The Premier said that the new contracts came 
in at $30 a tonne compared with the old price of $65 a tonne. The new coal contracts are less than half of the old 
contracts. The new 20-year contracts will kick in, funnily enough, in 2010. When the 10 per cent per annum 
increase occurs, which will have the effect of doubling the price of power, the price of coal will more than halve. 
The Frontier Economics report, on which this government has based its 10 per cent a year increase, states that 
coal prices will increase significantly. The government must tell us what the real impact of the new coal 
contracts will be.  

What do we know about the coal contracts? The Western Australian coal industry produces about six million 
tonnes a year. It is my understanding that of that, about four million tonnes are produced by Verve Energy. As 
stated in Verve Energy’s last quarter report—I refer to the second half of 2007—Verve Energy’s fuel load 
comprises 68.6 per cent coal and 29.7 per cent gas, which equates to 98.3 per cent and which leaves 1.7 per cent 
for other fuel sources. That means that the government is concentrating on coal and gas. The current price of coal 
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is $65 a tonne. We know that because that is what the Premier told us. We use four million tonnes. If we take a 
direct line, we are paying $260 million each year. The new coal contracts, which will come into effect in 2010, 
provide that coal will be $30 a tonne. If we are still using four million tonnes—members should remember that 
Verve Energy’s production is capped—we will be providing $120 million in coal fuel costs. This government 
will oversee a company that will have a net benefit of $140 million a year on coal contracts alone. The 
government has told us, using a report that states that the price of coal will increase, that it will increase the price 
that Western Australian mums and dad have to pay for electricity by 10 per cent a year until it is doubled. That is 
problem number one.  

Let us look at Verve’s gas fuel load, which equates to 29.7 per cent. Minister for Energy, what will the price of 
gas mean for Verve Energy over the next eight years? Premier, what will the price of gas mean for Verve Energy 
over the next eight years? They have no idea. Let us look at what they said. The Frontier Economics report, the 
report on which the government has based its decision to double the price of electricity, states that it is setting a 
price at eight gigajoules delivered for gas because the price is going up. The price is going up on both the 
domestic and international markets. What do Verve Energy and the Treasurer have to say about this? We would 
like to know who is right and who is wrong. Either the Frontier Economics report upon which this is based is a 
crock of rubbish or the Treasurer and the Premier have not told the truth in this house. Who is telling the truth? 
The annual report of Verve Energy for 2005-06 stated that a major issue confronting the electricity system was 
the global increase in the price of gas. The report went on to state that, although it was fortunate that Western 
Power had negotiated a long-term gas contract before the recent price spike in gas, other participants in the 
electricity market who will be using new gas were facing higher gas prices. The Frontier Economics report states 
that Verve Energy will be facing a crisis because of the price of gas. Verve Energy says that luckily it had tied in 
the price in 2004-05. Maybe Verve Energy was not telling the truth in its annual report, so let us go to that fount 
of knowledge, wisdom and truth, the Treasurer. He made a few comments on the same issue in this house on 24 
May 2007. He said — 

A reformed electricity market, such as we have now, will put significant continuing pressure on the 
incumbent generator for reform. We have already seen the incumbent generator respond to the likely 
advent of that competitive pressure. Historically, the coal contracts and the gas supply contracts that 
were negotiated in 2004-05 were very good contracts for Western Power. They were able to be 
negotiated because the suppliers understood that Western Power was to face competition . . .  

The Treasurer said that contracts were tied in, but Frontier Economics says that the prices will go up massively. 
Who is telling the truth? The Treasurer continued — 

The other issue that is confronting the electricity system is the global increase in the price of gas. 

That sounds familiar. He continued — 

While it is fortunate that Western Power negotiated a long-term gas supply contract before the recent 
price spike in gas, other participants in the electricity market who will be using new gas are facing 
higher gas prices. 

It appears that the Treasurer agrees with Verve Energy, because he quoted its annual report word for word. There 
is nothing wrong with that, but it indicates that the Treasurer and the Premier are saying that the Frontier 
Economics report upon which this is based is a complete crock. Something smells in the state of Western 
Australia; something is wrong, and something is bad. There is a problem with the way in which this government 
is selling this policy. That is the first thing. Where are the increases coming from? This government will save 
$140 million a year on the coal contracts. If I am wrong, I am happy for the Minister for Energy to provide the 
real figures. Over eight years, $140 million a year amounts to $980 million. That is a pretty good saving. 

The second issue is the increase in the price of electricity. We presume that there will be a 10 per cent annual 
increase until 2016-17. I have done some estimates, and I am happy to put my figures on the table, and then the 
Minister for Energy can tell us what the real story is. I have made a couple of assumptions. The first is that 
95 per cent of the energy that Verve generates goes to Synergy. I have used two sets of figures—30 per cent and 
40 per cent—for the uncontestable market in Western Australia. I have done the figures for both, just in case. 
The Office of Energy report states 40 per cent and Verve seems to think that it will be closer to 30 per cent, so 
we will have a look at both. I can provide the complete figures, but basically over the eight years of increases, 
from 2009-10 to 2016-17, depending on whether the uncontestable market is 30 per cent or 40 per cent, the 
government will raise an additional $1.2 billion to $1.6 billion. If that were to reflect the cost of production—it 
may well do so—that is fine, but what is the government doing making that money as well as $140 million a 
year on the coal contracts? 
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It gets worse. The government will also inject $780 million over three years into what it conveniently calls the 
community service obligation. A media statement made by the Premier on 4 April 2008 states — 

“The State Government will also provide $780million over three years as a subsidy for electricity 
consumers.” Mr Carpenter said. 

. . .  

The Premier said the $780million subsidy would allow for the shortfall between the cost of providing 
electricity and the price permitted to charge householders.  

“We forecast the first of those payments, in 2009-10, will be $273million,” he said. 

An additional $780 million will effectively go into Verve Energy. We asked the Minister for Energy a couple of 
times in the last sitting: where is the money going? Which private generators are producing electricity at less 
than the cost of production? Which of those private generators are subsidising the state? The minister should 
jump up and tell us. He might be right. Private generators out there may be losing millions of dollars every week 
in this process, not just Verve. That is not what the minister said at the time. He said that he was not aware of 
any. Maybe he has now become aware of some. What is the bottom line of this argument? 

Between 2009-10 and 2016-17, this government will inject back into the electricity system, and specifically 
Verve, a three-year subsidy of $780 million, coal price savings of $980 million and an increase in payments 
revenue. If we assume that Verve Energy will receive an increase in revenue of 10 per cent, as Synergy will do, 
there will be $3 billion worth of additional revenue over that eight-year period. If Verve Energy requires 
$3 billion to cover its generation costs over that period, it will be losing $375 million a year. Is that what it is 
doing? Jump up Premier, Treasurer or Minister for Energy and tell us where the money is going, because that 
would be really good. In 2010-11 alone, the coal price savings would be $140 million. The additional revenue in 
that year would be $57 million, based on a 30 per cent uncontestable market. Because the Premier said that the 
three payments for the bailout of Verve would be over three years, we assume that there would probably be 
$253 million. If those figures are correct, that would be a $450 million increase in revenue in 2010-11. 

The minister can jump up and tell us the answer to this question in a minute. If Verve Energy actually makes a 
profit, will the government still put the $780 million into it? Is Verve going to make a profit? If it makes an extra 
$3 billion net, is it going to make a profit? If it makes a profit, will the government not put those dollars into it? 
Verve Energy has said that it does not think $780 million will be enough, and that is very interesting. If that is 
the case, how much is Verve Energy really losing? It is a frightening prospect. I would love to know why the 
government is effectively cooking the books on its power proposal. I would love to know, because at this stage it 
is a $3 billion unexplained question. I would like the government to come clean. I would like it to tell us, firstly, 
if Verve does not need the other $780 million, where that money will be spent. If Verve is not making a loss of 
$375 million—or, in fact, in 2010-11, $450 million—will the government not put in the $250 million, which is 
half the remaining money? 

There are a couple of other possibilities for where this money could go. Frontier Economics says that it is going 
into coal prices. We know that is not the case. It is going into gas prices. The gas contracts negotiated in 2004-05 
were 10-year-plus contracts. In the case of both coal and gas, there are a few fluctuations. There are consumer 
price index increases and there are some rolling contracts. However, if the government was lying when it came 
into this place in 2007 and told us that those long-term contracts were protecting Verve Energy, it should now 
stand and say so. The money could go there. It could go into capital works. An additional $3 billion into capital 
works would be enough to build a 1 000-megawatt power station. Minister for Energy, how many state-owned 
power stations are on the government’s agenda for construction? 

Mr M.W. Trenorden: Even I know the answer to that question. 

Dr S.C. THOMAS: I might refer that one to the member for Avon, because at least he is willing to stand and be 
counted on this issue. 

Mr M.W. Trenorden: The answer is nil. 

Dr S.C. THOMAS: Yes, nil. I thank the member for Avon. Therefore, the money is not going there. Where is it 
going? Will the additional revenue that this government is going to give Verve Energy pay off debt? Verve 
Energy owes Treasury Corporation $800 million and Western Power owes about $2.5 billion. Will this money 
pay off debt? It will be interesting if that is the case. What will happen to Verve Energy’s balance sheet—I have 
it here if members would like to read it—if the government pays off a pile of its debt? It starts to make a profit 
and, all of a sudden, the dividend is being returned to the government of Western Australia. Is this additional 
revenue in a hedge fund? Has the minister built a $3 billion hedge fund? I wish the Treasurer were in the house 
so that I could ask him this question. The minister knows that the government is going to face financial strife in 
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2011-12 and 2012-13 because the government cannot control its expenditure. Its expenditure is out of control. Is 
the Treasurer building a hedge fund to reinject $250 million a year into the government’s coffers at a time when 
it is desperate for funds? Unless there is a major black hole somewhere in Verve Energy, this government will 
pay off debt now and therefore hide what would have been a budget surplus so that it can pay itself back when 
things get tight. I would love the minister to prove to the house where this money will be going. If it intends to 
do that, it will be one of the most dishonest acts any government has ever performed on the people of Western 
Australia. If it is true, the government of Western Australia will be doubling the price of electricity for 
pensioners and mums and dads on the basis that it is concerned that it cannot control its expenditure and 
therefore needs a hedge fund to try to get its finances back into the good side of the budget books. I hope that is 
not the case. I hope that, for the first time in my memory, the minister will stand and come clean and tell us 
exactly what is going on in this process. How much money will the change in coal contracts save and what will 
the gas contracts cost? The government will hide behind commercial confidentiality.  

Mr F.M. Logan: Correct. 

Dr S.C. THOMAS: Of course; the minister is going to stand and say that the government cannot tell us.  

Mr M.W. Trenorden: It is Labor Party policy not to believe in commercial confidentiality.  

Mr F.M. Logan: Pipe down and let him get on with it.  

Dr S.C. THOMAS: I am glad the member for Avon brought that up. I have the Labor Party policy for the 2001 
election. It states in part — 

A Gallop Labor Government will aim for — 

•  make all government contracts publicly available, with specific claims of commercial 
confidentiality (for example, to protect intellectual property rights) to be strictly and 
independently validated on a case by case basis.  

Was this one validated on a case-by-case basis? Who validated it? Was it the Minister for Energy?  

Mr R.F. Johnson: Brian Burke.  

Dr S.C. THOMAS: Was it Burkie? He probably could validate it. We could flick it off to Burkie and he could 
give it a tick or a cross. I say to the Minister for Energy that this government needs to come clean and tell the 
truth about this process. He needs to tell us what those contracts mean, otherwise we must make the assumption 
that he will be doubling the price of electricity for mums and dads and small businesses around the state of 
Western Australia for reasons such as his inability to control his expenditure. He should do the right thing and 
stand and tell us the truth. He should tell us why he needs to double the price of electricity, given the financial 
windfalls the government will make in other areas and given the $780 million which, as the minister himself has 
acknowledged, will be paid to Verve Energy, but which, according to Verve, might not be enough subsidy. On 
the other hand, has the minister run Verve down to the point at which it is a complete basket case and will lose 
on average $375 million a year and will require, in effect, a $3 billion bailout over the 2009-10 to 2016-17 
period? Is that what this government has left the state of Western Australia? That would be an absolute disgrace. 
I would like the Premier or the Treasurer to stand and explain themselves properly.  

MR M.W. TRENORDEN (Avon) [3.34 pm]: The National Party agrees with the motion moved by the shadow 
Treasurer and will make its argument to the three Labor Party members in the house—they show the 
government’s usual great commitment to this place! At least the member for Collie-Wellington is here; he has an 
interest in this issue. Apart from the member for Collie-Wellington and the Minister for Energy, there is just one 
other Labor member in the chamber.  

I refer to the Hansard of Tuesday, 28 June 2005, when the then Minister for Energy, the current Premier, 
stated — 

They have a right to expect a dividend from a business.  

Where is the dividend? Further on, when he was talking about the new system, he stated — 

It needs to be efficient to be run on business-like lines, which includes paying a dividend to its owner—
the people of Western Australia. 

He stated further on — 

The government will ensure that funding is available for any capital expenditure program.  

How many new power stations will we hear that Verve is planning to build in 2008-09 and the out years when 
the budget is read out in Parliament on Thursday? The answer is none.  
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The last Carpenter quote I will read states — 

Electricity market reforms are the most important opportunity for real price reductions in Western 
Australia that residential customers have ever had.  

The disaggregation of Western Power has been a disaster. The whole program, particularly Verve Energy, to 
which this motion refers, has been a major failure. In fact, it is a vortex. Rarely has this state seen such large 
sums of money evaporate from government purses. Hundreds of millions of dollars have been transferred by this 
Labor administration from public control to private interests. Where is the benefit from that tremendous transfer 
of assets across to the private side? The benefit is the 50 per cent increase in tariffs that we have been told will 
occur! The benefit was supposed to be a projected dividend in 2005 of $362 million for this organisation. What 
has occurred? A significant loss. Hundreds of millions of dollars must be paid by the taxpayers of Western 
Australia to prop up the disaggregation of Western Power—this wonderful idea that the Labor Party came up 
with.  

The National Party is concerned. Our people are facing increased charges and increased fees, which will create 
barriers to regional development and a loss of lifestyle. Regional infrastructure will suffer in the process. 
Regions will suffer the constant pain of the inability of Verve and Western Power to deal with customers. 
Complaints about daylight saving and Telstra have gone off the computer screen in my office. People are now 
ringing my office wholesale about Western Power and Verve. We in the National Party want to know—we were 
given a commitment last year—what will happen to the rural power improvement program. Has it been 
overspent? We want to know what has happened to it.  

Amendment to Motion 

MR F.M. LOGAN (Cockburn — Minister for Energy) [3.40 pm]: In response, I move an amendment to the 
motion — 

Several members interjected. 

The DEPUTY SPEAKER: Order!  

Mr F.M. LOGAN: I move — 

To delete all the words after “house” with a view to inserting the following words — 

recognises the importance of the Carpenter government’s reforms of Western Australia’s 
electricity industry and the protection it has afforded consumers as it moves to a sustainable 
pricing structure for both residential consumers and industry. 

Point of Order 

Mr C.J. BARNETT: That is a direct negative and is clearly out of order. 

The DEPUTY SPEAKER: I would like to see the proposed amendment, please. 

Several members interjected. 

The DEPUTY SPEAKER: Order! I am on my feet. It is not a direct negative; the amendment is allowed. 

Debate Resumed 

Mr F.M. LOGAN: Thank you, Madam Deputy Speaker. The reason I moved the amendment is that I knew it 
was not a direct negative. 

Several members interjected. 

The DEPUTY SPEAKER: Order!  

Mr F.M. LOGAN: Unfortunately, some people who have been in this house for a lot longer than I cannot 
recognise the fact it was not a direct negative. 

In responding to this MPI today, I stand amazed at the argument put forward by the member for Capel, because 
the member for Capel is putting himself forward as an alternative Treasurer. I do not believe that the member for 
Capel is the opposition spokesperson on energy, but recently could have put himself forward as an alternative 
Leader of the Opposition; today he is certainly putting himself forward as an alternative Treasurer. I was 
therefore aghast at the alternative Treasurer’s argument that he put forward just now on the tariff reforms that we 
must bring to bear in Western Australia. If that is an example of his depth of understanding of the electricity 
industry in Western Australia and the need for tariff reform — 

Several members interjected. 
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The DEPUTY SPEAKER: Order!  

Mr F.M. LOGAN: I think you will find, Madam Deputy Speaker, that not only am I horrified but also a 
significant component of the industry and business sector will be horrified by the statements the member for 
Capel has made today, the logic that lies behind them and the lack of credibility and lack of alternative 
arguments being put forward by the opposition on what should be done with tariff reform. There is nothing. 
There is lots of criticism and lots of hot air, but what is the alternative?  

The Office of Energy has produced the “Electricity Retail Market Review: Draft Recommendations Report: 
Review of Electricity Tariff Arrangements” some 14 months out from the first tariff adjustment, well before the 
possibility of a state election. That has been done for a very good reason. It is so that we can explain to the 
people of Western Australia why there is a need for increasing electricity tariffs on and from 1 July 2009. We 
have been commended by many people, and by the editorial of The West Australian, for doing that.  

Mr J.H.D. Day: Deal with the motion itself. 

Mr F.M. LOGAN: The MPI itself goes to telling the whole truth about the proposed electricity price rises. The 
member for Capel referred to this report, and it is all there. The answers to the questions that he asked in the 
debate in the house today are in the report, and I will take him through it. This goes to my point about 
understanding the electricity industry, the impact of costs and the need to be able to change the tariff structure to 
encourage new market entrants into the electricity industry in Western Australia and to get greater competition in 
the market. The member for Capel has shown today that he does not understand it. He cannot put himself 
forward credibly as an alternative Treasurer, because he will be laughed at by not only the energy sector and 
industry but also the financial sector.  

Mr J.H.D. Day: Is that how you justify putting the price up by 75 per cent over two years? 

Mr F.M. LOGAN: I will make sure, because of this type of criticism and silly interjections, that the industry is 
well aware of those arguments. The next round of questions that will come to the opposition, and which have 
already been put to the member for Darling Range on radio when he squibbed it, will be: the opposition may 
criticise the government all it likes, but what will it do? What is the opposition’s alternative? People know what 
the government intends to do because it has been presented with a report recommending an increase of 47 per 
cent in tariffs. The government has decided that it will not do that at once but phase an increase in over a period 
of time by 10 per cent increments. What is the alternative proposition? What is the policy from the people who 
expect to be in government next time round, who may be in government next time round and who may have the 
responsibility of introducing the tariff changes? What would those people do? We have not heard a word.  

Mr J.H.D. Day interjected. 

The DEPUTY SPEAKER: Order, member for Darling Range!  

Mr F.M. LOGAN: We have not heard a word unfortunately from the person who purports to be the alternative 
energy minister and what we have heard put forward is a very shallow and silly argument from the alternative 
Treasurer. 

Mr T. Buswell: Explain why. 

Mr F.M. LOGAN: I will come to that in a second. In response to what we have done, in response to increasing 
the tariffs, in response to the way we have responded to the Office of Energy report by phasing in the tariffs, and 
in response to the way in which we can make the energy price whole for all those people involved in the 
industry; we are introducing a community service obligation to Synergy, which would then be distributed 
primarily to Verve because it is the largest generator in the entire market. Verve would get the bulk of that 
$780 million CSO, but other players would also get it, including Western Power with network power resets, and 
possibly other generators that Synergy may buy. If it buys electricity at less than it costs to produce, they would 
also be made whole if they choose to purchase that energy in an open market.  

Dr S.C. Thomas: Who, who, who? 

Mr F.M. LOGAN: I keep getting stupid questions, such as, “Who, who, who?” Synergy at that time would 
make a choice of which generator it would buy energy from. The irritating aspect of this is that we get an MPI 
and a series of statements from people who simply do not understand. They have not done the research and the 
hard work to be able to look at the industry and market structure. They keep on making ridiculous assertions. If 
they did the work and research, they would not make those assertions because it would be embarrassing for them 
out there in the industry. I continually get comments from the business sector that those people do not even 
understand what they are talking about. I say that they do not; they have no idea. What does the industry and the 
community say about what we have done? The chief executive of the Energy Supply Association of Australia, 
Brad Page — 
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. . . welcomed the release of the review’s findings and commended the Carpenter Government for 
recognising the need to provide CSO funding to achieve an otherwise unsustainable price for electricity. 

“While we would always prefer that governments allowed prices to be determined by fully competitive 
markets, the WA Government has shown that it understands that competition cannot emerge if prices 
are held below cost-reflective levels. Providing a direct government subsidy to support the objective of 
progressive price rises is a victory for common sense and sets an example for all governments,” 
Mr Page said. 

Mr Page represents the electricity industry across all markets in the whole of Australia, and his members are not 
only generators but also retailers and transmission companies. He understands perfectly why the community 
service obligations have been set. 

Mr C.J. Barnett: The Labor Party promised to lower electricity prices. 

The DEPUTY SPEAKER: Member for Cottesloe! 

Mr F.M. LOGAN: The Economic Regulation Authority of Western Australia provided a review of the Western 
Australian electricity market that found the market to be operating absolutely effectively. ERA understands that 
Verve’s situation can be resolved by tariff reform. It says that the bilateral trading market, the short-term energy 
market and the existing long-term contracts work perfectly and that Western Australia is seeing a proper, fully 
contestable market emerge. The electricity market has been structured that way, and the ERA’s first annual 
report into the electricity market in WA shows that it is operating effectively. 

Mr J.H.D. Day interjected. 

Mr F.M. LOGAN: Trevor Lovelle from the Chamber of Commerce and Industry of Western Australia has 
commented on the changes we have made. The report from the Chamber of Commerce and Industry of Western 
Australia, which is the state’s peak energy business organisation, welcomes the release of the review report, 
which embarks on a plan to end years of unsustainable pricing in the local electricity sector. My notes read — 

The Office of Energy report rightly points out that “cost-reflective tariffs are essential for development 
of a competitive electricity retail market.” 

The long standing policy of capping prices in the face of rising costs of production has distorted the 
market and limited the ability for potential new entrants to supply customers who use relatively small 
amounts of electricity and do not have price contestability. 

Over a number of years successive state governments have failed to review the cap, despite the cost of 
power production steadily increasing as a result of higher inputs. As a result, the state’s power utility is 
in the unwinnable position that the price it is forced to charge for electricity is substantially less than 
what it costs to produce. 

Mr C.J. Barnett: Who had a cap? 

Mr F.M. LOGAN: Again, Trevor Lovelle from the Chamber of Commerce and Industry — 

Mr C.J. Barnett interjected. 

The DEPUTY SPEAKER: Order, member for Cottesloe! 

Mr F.M. LOGAN: The Chamber of Commerce and Industry clearly understands the situation and the need for a 
contestable energy market and for tariff price reform — 

Dr S.C. Thomas: What did it say in the 1990s? It said it would drop the price. 

The DEPUTY SPEAKER: Member for Capel! 

Mr F.M. LOGAN: —and how the move to tariff reforms and the increase in tariffs will not only underpin the 
existing reforms and changes that have been made to the electricity market, but also bring Verve back into the 
black, as it should be. The Chamber of Commerce and Industry of understands that clearly. The national 
organisation that represents the entire electricity sector; the Economic Regulation Authority; and the Western 
Australian Council of Social Services have welcomed the changes. WACOSS also welcomed — 

Several members interjected. 

The DEPUTY SPEAKER: I am no longer tolerant of the interjections from members on my left-hand side 
when they are not done in the appropriate manner. Members have been here long enough to know how to seek an 
interjection. The minister listened to opposition members in silence; they might like to do the same thing. 

Mr M.W. Trenorden: That is because he was asleep. 
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Mr C.J. Barnett: He called me a boofhead. 

The DEPUTY SPEAKER: Members! 

Mr F.M. LOGAN: WACOSS welcomed the report and also the response to the report by — 

Several members interjected. 

The DEPUTY SPEAKER: I call the member for Avon, the Leader of the Opposition and the member for 
Cottesloe to order. Some members are on their third call. 

Mr F.M. LOGAN: Thank you, Madame Deputy Speaker. WACOSS also welcomes the government’s response 
to the report. We have made available hardship provisions, undertaken a review of the disconnection processes 
of people on low incomes and also ensured that charitable organisations and not-for-profit organisations are 
protected from the tariff increases. WACOSS has welcomed the report and the government’s response to it 
because we have structured the increases in such a way that they will not have a major impact on that sector of 
the community. 

My notes show that Shirley In’t Veld of Verve Energy is reported to have said — 

The Government initiatives confirm a sustainable future for Verve Energy. We can improve cash flows, 
move into a profitable position and invest in new more efficient and less carbon intensive plant. 

Members might say that she would say that because she is the CEO of Verve. The point is that she paints a clear 
picture for the member for Capel about the impacts of the tariff increases on Verve and what it does for the 
future of Verve. The quote summarises that effectively. The West Australian editorial commented on the release 
of the report and stated — 

Alan Carpenter is to be commended for making public now details of proposals to increase household 
electricity prices and to bail out Verve Energy. 

Though the details would eventually have become publicly known anyway, the Premier, in effect, has 
acknowledged that the public debate now should be well informed. 

In particular, the debate about whether the charges for electricity should in time reflect the cost of its 
production can be held in public, not just around the Cabinet table, with the necessary information made 
available. 

Unlike the member for Capel, The West Australian recognised that all the information that is needed is in the 
report, and it congratulated the government for bringing on this discussion early and for informing people about 
the reasons for the changes and what the changes will be. That gives the people of Western Australia, whether 
they are representatives of industry and contestable or non-contestable customers and residential households, an 
opportunity to speak about those tariff increases before they occur. That is a good, healthy sign of an open and 
accountable government that has presented this information to the public and has let the debate occur. 

In terms of further increases — 

Dr S.C. Thomas: Is this your response to the comments of other people? 

The DEPUTY SPEAKER: Member for Capel! 

Mr F.M. LOGAN: Had the member for Capel listened to the quotes I referred to, he would know that they very 
clearly state what the report was about and they deal very clearly with the wording of the matter of public 
interest, regardless of what the member for Capel said in his speech. Unfortunately, they show also that the 
commentators and observers of what we are doing regarding the release of the report and the government’s 
response to it understand more about the need for electricity tariff reform and Verve’s position than does the 
member for Capel. The editorial from the WA Business News of 10 April 2008 by Mark Beyer, headed “Past 
Lessons”, states — 

The new arrangement means that the magnitude of the taxpayer-funded subsidy is transparent. 

It’s worth asking what would have happened in the old days, before Western Power was broken up. 

Most likely there would have been internal cross-subsidies, so that profits in one part of the business 
would have been used to support other parts of the business. 

Taxpayers and consumers would have been left in the dark as to the true cost of supplying electricity. 

Crucially, the community as a whole would have been no better off. 

Mark Beyer, a commentator for one of the more important business newspapers in Western Australia, also is 
very clearly aware of the situation and has compared what the government has been doing with the 
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disaggregation process and the tariff reform process with what could and would have occurred had that 
disaggregation not taken place and with what would have happened under the old Western Power. 

Mr C.J. Barnett: But prices came down under the Liberals; they fell. It is a bit different from going up by 
20 per cent. 

Mr F.M. LOGAN: Despite some people’s imagination and their dark, distant memories, people in the business 
community know a lot differently and they have made those comments in the editorials of business newspapers 
so that the entire business community can see the truth. I have not yet addressed the report and the issues that 
have been raised. The question asked by the member for Capel was about presenting the truth. All the documents 
that I have quoted to this point indicate that the commentators in the business community recognise the truth and 
clearly congratulate the government for producing this information as an example of the truth. That goes directly 
to the core of this matter of public interest. 

Another observer, the director of the economics house ACIL Tasman Pty Ltd, Ian Satchwell, agrees that rising 
fuel prices are the key factor in determining electricity prices, not the break-up of the old Western Power. The 
big issues have been the growth in gas demand and the rise in gas prices. That is how ACIL Tasman views the 
situation. 

I will deal with the two key issues raised by the member for Capel. First, he pointed to coal prices coming down 
in 2010 because of the new coal contracts and Verve Energy somehow making an enormous profit from the coal 
contracts being cut. He also quoted from various documents that refer to long-term gas contracts, assuming that 
those gas contracts will run forever and that the prices will be the same as those paid in 1986. Unfortunately, that 
is not the case. Obviously, coal prices will have an effect on Verve’s bottom line. I hope they do, but they will 
not come into play until 2010. Obviously, the impact on Verve’s bottom line is from 2010 onwards, not from 
2009. That will be one contributing factor. 

Dr S.C. Thomas interjected. 

Mr F.M. LOGAN: Madam Deputy Speaker, can you inform the member for Capel that I am not taking his 
interjections? He can continue shouting, playing up and interjecting, but if he just sits there and listens, he will 
get all the answers he needs to the miserable MPI that he has moved in this house. I did not interject while he 
was speaking, even though he asked me to. I wanted him to explain what he was on about so that I could 
respond, and that is what I am doing. 

Obviously, those coal contracts will have an impact on Verve’s bottom line. I will not go into the detail of those 
coal contracts, and nor should I as Verve is in a competitive market. However, they will have an impact on 
Verve’s bottom line, but they will be only part of improving Verve’s bottom line. 

I have previously explained in this house the impact of long-term gas contracts. Those contracts have been in 
place for a fair while now. Unfortunately, the transportation of gas was based on an interruptible supply contract, 
which is one of the reasons that Verve has amassed its current debt. I will not criticise the officers who 
negotiated those contracts many years ago before Labor was elected. They negotiated those contracts in good 
faith on the basis that there were very low gas prices and there was not a massive demand for gas on the pipeline 
at that stage—unlike today. Obviously, they got a lower price for the gas by accepting an interruptible contract; 
therefore, I can understand the logic behind what they did. Nevertheless, they were not to know that the price of 
gas would do what it has done. They could not have been aware of the incredible economic boom that has 
occurred in Western Australia over the past few years; therefore, they could not have been aware that Verve 
would be caught short with those interruptible gas contracts. The reality is that Verve has been caught short 
many times. As a result, the gas has literally been turned off, because that is what the contract indicates; it is an 
interruptible gas contract and Verve’s gas gets turned off first. Because of that, it has to burn diesel. It is burning 
diesel at a cost of anywhere between $118 and $125 a barrel. That is very expensive. That has had a major 
impact on Verve’s bottom line, and I have said that over and again in this house.  

The member for Capel asked a question about the future price of gas. People are negotiating $8-plus a gigajoule 
now for long-term contracts.  

Dr S.C. Thomas interjected. 

The DEPUTY SPEAKER: Order, member for Capel! 

Mr T. Buswell: That’s another thing that you’ve mucked up. 

Mr F.M. LOGAN: Some companies in the mineral sector know that it is possible that they will have a short run 
of mining and they know the price of gold and nickel, and so they have factored the increase in the price of gas 
into their overall costs. Those companies are paying up to $14 a gigajoule for gas. That is what is driving up the 
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price. The amount of competition and the availability of gas are driving up the prices in those long-term 
contracts. 

The factors that the member for Capel did not address are all referred to on page 15 of the report. The member 
referred only to coal prices and gas contracts. At page 15 of the report reference is made to the total electricity 
tariff cost stack. Did the member for Capel deal with the forward impact of the national emissions trading 
scheme? No. Did he mention the mandatory renewable energy target and the costs that will flow on from that, 
given the target increase? No. Did he raise any issue related to market fees? No. Did he raise any issue related to 
retail operating costs? No. Did he talk about Synergy’s margin? No. Did he talk about network costs? No. 

Dr S.C. Thomas interjected. 

The DEPUTY SPEAKER: The member for Capel has been asked to desist. He may think that it is clever to try 
to talk over somebody with the call. He knows that that is not the case. I call him to order for the first time. 

Mr F.M. LOGAN: Did he talk about the tariff equalisation fund and the effect of tariff changes on the TEF? No. 
Did he talk about black energy costs—that is, the power needed in the transmission system to drive the 
electricity through the system—and the significant impact on those costs? No. That is because he probably does 
not understand what it is about. The reason the member for Capel did not deal with any one of those factors 
affecting the tariff reset is that he does not understand them.  

Verve’s asset and cost structure is at the heart of the member for Capel’s questions and statements in this house. 
I have dealt with these issues over and again in this house. The challenges facing Verve that require a CSO to the 
system include the gas contracts, the coal contracts and the operational costs—that is, maintenance, overheads, 
outgoings and replacement equipment—the servicing of debt, labour costs, the further expansion of the Verve 
asset capital base and, finally, the increase to the tariff that is already needed to encourage other players to come 
into the market. Players will not invest if they will not get a return on their investment because they have to sell 
electricity for less than the price of generation.  

Several members interjected. 

The DEPUTY SPEAKER: Order, members!  

Mr F.M. LOGAN: All those factors are contained in the report and have been explained in this house, yet not 
one of them was addressed by the member for Capel. 

MR T. BUSWELL (Vasse — Leader of the Opposition) [4.11 pm]: I have four minutes in which to address 
this matter. Not once in his 30 minutes of wandering did the Minister for Energy address the substantive matters 
raised by the member for Capel. Not once in his 30 minutes of reading from news clippings and of ranting and 
raving did the minister address the issues. The only thing that we have learnt is that the minister’s definition of 
energy reform is that prices will double and taxpayers will be required to fund a $1 billion bailout of Verve 
Energy. That is the badge of honour for energy reform that the Minister for Energy hangs from his chest.  

Today we are trying to debate why on earth we are in this situation in Western Australia. That is the issue that 
the member for Capel raised, and the minister failed to address it. The minister failed to address the issue 
because one of the main reasons we are in this situation in Western Australia is — 

Mr M.P. Murray interjected.  

The DEPUTY SPEAKER: Order, member for Collie-Wellington. 

Mr T. BUSWELL: The reason the Minister for Energy used the whole time available to him was so that the 
member for Collie-Wellington did not get up and embarrass himself. 

The minister’s incompetence is one of the fundamental reasons we are in this situation. The minister has refused 
and still refuses to divulge — 

Mr M.P. Murray interjected. 

The DEPUTY SPEAKER: Order, member for Collie-Wellington! I ask the member to please desist because he 
is making it very difficult for Hansard to report. I ask the member to please refrain from his comments. 

Mr T. BUSWELL: Thank you, Madam Deputy Speaker. The Minister for Energy has refused and continues to 
refuse to divulge the extent of Verve’s losses. The minister gets an annual report from Verve. If he took the time 
to read that report and to do his job properly, the minister would understand that last year Verve lost more than 
$50 million, was spiralling into debt at the rate of $1 million a week and was running down its asset base—our 
asset base—on the balance sheet. Did the minister ask a question about that when he received the report last 
year? Did he go back to Verve Energy and ask how it lost $50 million? No, he did not, because he would not 
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know how to read a balance sheet if Mr Squiggle came down and drew it on a blackboard six inches from his 
nose. They are the facts, my friends.  

A second problem confronts Verve as it moves forward. A few years ago when the government attempted to 
financially model what would occur in each of the disaggregated entities, Western Power provided data to the 
now Premier, the then Minister for Energy, that he did not like. I have that information from Western Power. 
Essentially, the data said that Verve would go broke. The Premier did not like that information. He wrote to 
Western Power saying that it could not say that, and that the budget forecasts were wrong because they were 
based on proposed increases in labour and materials expenditures that would never happen. The Premier told 
Western Power that Verve had to make $100 million, $90 million and $80 million a year. Consequently, the 
planning in the early days at Verve was based on the false premise that Verve would be profitable, when we all 
know—as Western Power indicated at the time—that Verve would go broke. When a business operator plans for 
the future of a business, he plans differently if he thinks it will go broke from the way he would plan if, in a 
fool’s paradise, he thought it would make $100 million dollars.  

The Minister for Energy’s incompetence is the reason that power prices will double in this state and the reason 
taxpayers will have to fund a $1 billion Verve bailout. The minister has been and continues to be asleep at the 
wheel! 

Amendment (deletion of words) put and a division taken with the following result — 
Ayes (28) 

Mr J.J.M. Bowler Mr J.C. Kobelke Mrs C.A. Martin Mrs M.H. Roberts 
Mr A.J. Carpenter Mr R.C. Kucera Mr M.P. Murray Mr T.G. Stephens 
Mr J.B. D’Orazio Mr F.M. Logan Mr A.P. O’Gorman Mr D.A. Templeman 
Dr J.M. Edwards Mr J.A. McGinty Mr P. Papalia Mr P.B. Watson 
Ms D.J. Guise Mr M. McGowan Ms M.M. Quirk Mr M.P. Whitely 
Mrs J. Hughes Ms S.M. McHale Ms J.A. Radisich Mr B.S. Wyatt 
Mr J.N. Hyde Mr A.D. McRae Mr E.S. Ripper Mr S.R. Hill (Teller) 

 

Noes (20) 

Mr C.J. Barnett Mr J.H.D. Day Mr J.E. McGrath Mr M.W. Trenorden 
Mr M.J. Birney Dr K.D. Hames Mr C.C. Porter Mr T.K. Waldron 
Mr T.R. Buswell Ms K. Hodson-Thomas Mr D.T. Redman Ms S.E. Walker 
Mr G.M. Castrilli Dr G.G. Jacobs Mr G. Snook Mr G.A. Woodhams 
Dr E. Constable Mr R.F. Johnson Dr S.C. Thomas Mr A.J. Simpson (Teller) 

 

            

Pairs 

 Mr P.W. Andrews Mr P.D. Omodei 
 Mr J.R. Quigley Mr B.J. Grylls 

Independent Pair 

Dr J.M. Woollard 

Amendment thus passed.  

Amendment (insertion of words) put and a division taken with the following result — 
Ayes (28) 

Mr J.J.M. Bowler Mr J.C. Kobelke Mrs C.A. Martin Mrs M.H. Roberts 
Mr A.J. Carpenter Mr R.C. Kucera Mr M.P. Murray Mr T.G. Stephens 
Mr J.B. D’Orazio Mr F.M. Logan Mr A.P. O’Gorman Mr D.A. Templeman 
Dr J.M. Edwards Mr J.A. McGinty Mr P. Papalia Mr P.B. Watson 
Ms D.J. Guise Mr M. McGowan Ms M.M. Quirk Mr M.P. Whitely 
Mrs J. Hughes Ms S.M. McHale Ms J.A. Radisich Mr B.S. Wyatt 
Mr J.N. Hyde Mr A.D. McRae Mr E.S. Ripper Mr S.R. Hill (Teller) 

 



Extract from Hansard 
[ASSEMBLY - Tuesday, 6 May 2008] 

 p2413b-2424a 
Speaker; Dr Steve Thomas; Mr Max Trenorden; Mr Fran Logan; Mr Colin Barnett; Deputy Speaker; Mr Troy 

Buswell 

 [12] 

Noes (20) 

Mr C.J. Barnett Mr J.H.D. Day Mr J.E. McGrath Mr M.W. Trenorden 
Mr M.J. Birney Dr K.D. Hames Mr C.C. Porter Mr T.K. Waldron 
Mr T.R. Buswell Ms K. Hodson-Thomas Mr D.T. Redman Ms S.E. Walker 
Mr G.M. Castrilli Dr G.G. Jacobs Mr G. Snook Mr G.A. Woodhams 
Dr E. Constable Mr R.F. Johnson Dr S.C. Thomas Mr A.J. Simpson (Teller) 

 

            

Pairs 

 Mr J.R. Quigley Mr P.D. Omodei 
 Mr P.W. Andrews Mr B.J. Grylls 

Independent Pair 

Dr J.M. Woollard 

Amendment thus passed.  

Motion, as Amended 

Question put and a division taken with the following result — 
Ayes (28) 

Mr J.J.M. Bowler Mr J.C. Kobelke Mrs C.A. Martin Mrs M.H. Roberts 
Mr A.J. Carpenter Mr R.C. Kucera Mr M.P. Murray Mr T.G. Stephens 
Mr J.B. D’Orazio Mr F.M. Logan Mr A.P. O’Gorman Mr D.A. Templeman 
Dr J.M. Edwards Mr J.A. McGinty Mr P. Papalia Mr P.B. Watson 
Ms D.J. Guise Mr M. McGowan Ms M.M. Quirk Mr M.P. Whitely 
Mrs J. Hughes Ms S.M. McHale Ms J.A. Radisich Mr B.S. Wyatt 
Mr J.N. Hyde Mr A.D. McRae Mr E.S. Ripper Mr S.R. Hill (Teller) 

 

Noes (20) 

Mr C.J. Barnett Mr J.H.D. Day Mr J.E. McGrath Mr M.W. Trenorden 
Mr M.J. Birney Dr K.D. Hames Mr C.C. Porter Mr T.K. Waldron 
Mr T.R. Buswell Ms K. Hodson-Thomas Mr D.T. Redman Ms S.E. Walker 
Mr G.M. Castrilli Dr G.G. Jacobs Mr G. Snook Mr G.A. Woodhams 
Dr E. Constable Mr R.F. Johnson Dr S.C. Thomas Mr A.J. Simpson (Teller) 

 

            

Pairs 

 Mr P.W. Andrews Mr P.D. Omodei 
 Mr J.R. Quigley Mr B.J. Grylls 

Independent Pair 

Dr J.M. Woollard 

Question thus passed. 
 


