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Division 52: Office of Energy, $44 308 000 � 
Hon Giz Watson, Chair. 

Hon Peter Collier, Minister for Energy. 

Mr J. Banks, Chief Executive Officer/Coordinator of Energy. 

Ms T. Williams, Chief Financial Officer. 

Ms S. In�t Veld, Managing Director, Verve Energy. 

Mr W. Borovac, Chief Financial Officer, Verve Energy. 

Mr T. Narvaez, General Manager, Strategy and Business Development, Verve Energy. 

Mr D. Aberle, Managing Director, Western Power. 

Mr M. Peacock, Chief Financial Officer, Western Power. 

Mr M. De Laeter, General Manager, Customer Services, Western Power.  

The CHAIR: On behalf of the Legislative Council Standing Committee on Estimates and Financial Operations, 
I welcome you to today�s hearing. Before we begin, I must ask you to take either the oath or affirmation. 

[Witnesses took the oath.] 

The CHAIR: This hearing is being held in public although there is discretion available to the committee to hear 
evidence in private either of its own motion or at witness request. If for some reason you wish to make a 
confidential statement during today�s proceedings, you should request that the evidence be taken in closed 
session before answering the question. 

Government agencies and departments have an important role and duty in assisting Parliament to scrutinise the 
budget papers on behalf of the people of Western Australia. The committee values that assistance. 

Members are asked to sit towards the front of the chamber on the non-government benches where practicable so 
that witnesses will not have to turn their head to the back of the chamber when answering questions. 

It will greatly assist Hansard if when referring to the Budget Statements volumes or the consolidated account 
estimates, members give the page number, item, program, amount, and so on in preface to their questions. 

If supplementary information is to be provided, I ask your cooperation in ensuring that it is delivered to the 
committee�s clerk within five working days of receipt of the questions. An example of the required Hansard style 
for the documents has been provided to your advisers, minister. 

The committee reminds agency representatives to respond to questions in a succinct manner and to limit the 
extent of personal observations. 

For the benefit of members and Hansard, I ask the minister to introduce his advisers to the committee, and for 
each adviser to please state their full name, contact address and the capacity in which they appear before the 
committee. 

[Witnesses Introduced.] 

The CHAIR: At this time, I would ask each of the witnesses whether they have read, understood and completed 
the �Information for Witnesses� form.  

The Witnesses: Yes. 

The CHAIR: Do all the witnesses fully understand the meaning and effect of the provisions of that document? 

The Witnesses: Yes. 

The CHAIR: I now need to table answers provided to some questions asked on notice by Hon Robin Chapple. 
Those answers are now tabled and therefore publicly available. 

Hon KATE DOUST: My first question is directed to Western Power. I refer to page 693 of the Budget 
Statements. I seek your indulgence, Madam Chair, because I have an extensive list of questions on this matter. I 
refer to the government�s decision to cancel, or defer, the 330-kilovolt transmission line to Geraldton. When did 
the government become aware of the cost increase for that project? What is the cost increase made up of, and 
was the scope of the project changed at all? That would be post the change of government. Assuming that 
Western Power�s original estimate was arrived at in a professional and considered manner, why did its advice to 
the government change so radically in such a short time? What was the allocated funding for this project from 
the 2008-09 budget reallocated to? I will ask a final question to give the minister an opportunity to answer my 
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questions; I have more questions to ask. If this project has been deferred, as the minister continues to state, what 
is the estimated time frame for its construction? Will it be one year, five years or 20 years? If the minister is able 
to provide information up to that point, I have a lot more questions to ask on that. 

[9.00 pm] 

Hon PETER COLLIER: I will provide an answer to the honourable member and perhaps hand it to Mr Aberle 
to fill in some of the gaps. I certainly became aware of the cost blow-out earlier this year. That was of concern to 
me, to the government and particularly to Treasury. Essentially, the increase was around 134 per cent, which was 
from around $295 million to $680 million. The government felt that that increase was excessive and that it was 
prudent for the government to determine whether it was the most cost-effective and efficient means to either 
construct the line or provide alternative methods of providing power to the mid-west. That is why we instituted a 
review of the line, which includes the Western Australian Office of Energy, Western Power, the Department of 
State Development and the Department of Treasury and Finance. They are looking at the 330-kilovolt line 
concept and will report to me in June. We will then determine where to go with regard to the line. 

I will ask Mr Aberle to respond to the matter of the cost increases and whether the original estimates of the scope 
had changed. At this stage there is nothing in the budget for the funding for what may have been the anticipated 
line. We are waiting until we see what happens to the access agreement, the draft report of which will be handled 
down very shortly. The final report comes down in October and the government will make a decision. The 
recommendation will go to the expenditure review committee and then to cabinet and the government will then 
decide how to proceed. I ask Mr Aberle to comment on the increase, the make-up of the increase, whether the 
scope had changed and why there was such a deviation from the original estimate. 

Mr D. Aberle: Excuse me, my voice is a bit croaky but it will loosen up once I get going. Basically, several 
components contributed to the cost uplift. The figure that was put in the previous budget had all contingencies 
stripped from it at the request of Treasury. It was a very bare bones estimate. It had been compiled sometime 
prior to the submission. These projects run over quite some time�three or four years. We now use an estimating 
process that has A0, A1, A2 phases that progressively refine the cost. It was an early estimate that had the 
contingency stripped out of it. Subsequently, we added that back in. Some scope change recognised that the wind 
loading on some of the towers would need to be higher. A slight adjustment was made to some of the route and 
to what would be required for wash-down facilities regarding access to the line. Those scope changes made a 
difference to the cost. There was certainly some significant cost uplift related to the movement in the cost of the 
commodities used, such as steel, aluminium and copper. There was a cost uplift for labour charges because, as 
the member would be aware, throughout that period there was a significant uplift in the price of labour. A very 
significant component of the cost also came from the amount that was allocated to cover movement in forex. 
That obviously varies depending on the value of the Australian dollar against overseas currencies. An estimate is 
made that assumes a particular trajectory of that value. That, of course, changes depending on what is happening 
in the global sphere. So these are some of the major contributors to that movement. 

Hon KATE DOUST: I want to get the response to the other parts of the question about the allocated funds from 
the last budget. What has happened to those funds? To where have they been reallocated? If this project has 
indeed been deferred, when will it proceed? 

Hon PETER COLLIER: I ask Mr Aberle to respond to that. 

Mr D. Aberle: In moving to the subsequent budget from the one in which it was originally included, each year 
we look at a priority for our expenditure, bearing in mind that 30 per cent of the network is more than 40 years 
old. Our first priority is taking care of issues of public safety and issues of refurbishing the network. We work 
our way backwards from that to issues of reliability and issues of connection. Clearly building something like 
this is a connection issue. Given that there was a constrained budget, we basically said we would do those kinds 
of things that I just mentioned as a priority, and there is quite a range of those that are essentially about the 
network refurbishment and up-build, and we deferred expenditure that would be on new connections as a lower 
priority. 

Hon KATE DOUST: Based on information Mr Aberle has provided, he was talking about the figure�the 
original stripped-down figure�that was budgeted for the 330-kilovolt line. Does that imply that, regardless of 
who had won the election, the 330-kilovolt line would not have proceeded because the figures were dodgy? The 
money would not have been there for it and we would still have the increase in real terms; is that what the 
minister is saying? 

Hon PETER COLLIER: No, that is not what I am saying. 

Hon KATE DOUST: Is the minister saying that there was always going to be a problem with this? 
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Hon PETER COLLIER: No. I am not sure about the �dodgy� figures. 

Hon KATE DOUST: We could use any other word about the figures not being kosher. 

Hon PETER COLLIER: I imagine, given the cost blow-out from what was effectively midway through 2008 
to January 2009, had the election result been different and the Labor government returned, more than likely it 
would have been faced with an identical problem and it probably would have made the decision we have made in 
terms of reassessing it. 

Hon KATE DOUST: The minister must admit that it is a very unusual situation to go from having a budget 
tabled last May that looked like it was all going to proceed and then come six months later, regardless of the 
change of government, it is not proceeding. 

Hon PETER COLLIER: Yes. I would prefer it not to be that way. 

Hon KATE DOUST: Does the minister not think that is a very strange situation? 

Hon PETER COLLIER: Yes, I would prefer it not to be that way, I have to be honest. I am very conscious 
of�dare I say it?�the exciting challenges in the mid-west, particularly in the mining area with Oakajee and the 
development of Geraldton itself. We are going to have to look at a way or ways in which we can address that 
issue. I like to think personally as energy minister that the line will be built. I like to think that we can get there. 

Hon KATE DOUST: Perhaps the question is: when are you going to build it? 

Hon PETER COLLIER: I will wait until I get the review back at the end of this month. As I said, it is a very 
prompt review and we are very cognisant of�dare I say it?�the immediacy of the challenges in the mid-west 
region and that something does need to be done. As I said, it is a situation I would prefer not to be in. I would 
like to think we could have had the tick-off on the line and progressed it as a matter of priority, but we are not in 
that situation at the moment. 

Hon KATE DOUST: In relation to that review, will the report or the review be made public? 

Hon PETER COLLIER: I would imagine so. I apologise; it is a cabinet process. I apologise; I am still getting 
used to it. 

Hon KATE DOUST: So we will not see that review or the detail of the review? 

Hon PETER COLLIER: No. 

Hon KATE DOUST: In relation to that review, given that many different entities�not just the town of 
Geraldton but also mining companies, iron ore companies, renewable energy projects and a range of other 
entities�will be impacted on by this line not proceeding at this time, is the government actually engaging with 
all those various players to get their feedback into this review?  

[9.10 pm] 

Hon PETER COLLIER: Absolutely. As the member would well be aware, and I appreciate the member�s 
contribution to the debate, it is an issue that is causing a considerable amount of uncertainty and a considerable 
amount of anxiety, particularly in the mid-west region. It is an issue that will not go away easily, and it cannot go 
away until we come up with a solution to ensure that the mid-west region of Western Australia has adequate, 
safe, reliable electricity supplies. 

The CHAIR: I might ask if another member has a question, but I will return to Hon Kate Doust. I give Hon Liz 
Behjat the call. 

Hon LIZ BEHJAT: I refer to budget paper No 2, volume 3, at page 680, and to the heading �Significant Issues 
Impacting the Agency�. I have a quick question: again, we are all familiar with the North Metropolitan Region�
I think five-sixths of the region is in this place; Hon Ed Dermer is the only one out there looking after the region 
tonight! 

Hon KATE DOUST: It is in good hands!  

Hon LIZ BEHJAT: It is indeed, I am sure!  

My question is about the future of the power program that converts older residential areas to underground power. 
The majority of the North Metropolitan Region is new and has underground power, but there are parts that are 
still quite old. The Budget Statements do not give much detail about it. What will be happening with the 
underground power program, minister? 

Hon PETER COLLIER: Yes, I advocated very strongly for the continuation of the underground power 
program in the lead-up to the compilation of the budget. The member is quite correct; parts of the North 
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Metropolitan Region are very old and the electricity poles and wires are ageing. The underground power 
program has been very, very well received by the community at large. 

I will perhaps ask Mr Aberle to comment on this in a moment, but the decision to move to underground power is 
essentially up to the individual communities. We have committed another $20 million to the underground power 
program: 25 per cent from Western Power; 25 per cent from the government; and 50 per cent from the local 
communities. It does cause some issues, and the member knows that there was an issue in Withers in Bunbury, 
in that the local community�depending on whom one talks to and at what time of the day one talks to them�
rejected the underground power program. It is a selection process that is beyond reproach, and there are simply 
no problems for communities that would like to access the underground power program. Yes, it is going ahead; 
we have made a further allocation for round 5. I will ask Mr Banks to comment. 

Mr J. Banks: I think all I can really add is that, yes, the government is keen to extend into round 5 of the 
program, and we are currently completing round 4. Applications for expressions of interest for round 5 will be 
released later this year, and we have a competitive bid round process that is managed by a steering committee.  

Hon ROBIN CHAPPLE: I want to return to one of the questions that the minister has already answered about 
feed-in tariffs. What new information has been received about these applications to connect that was not 
available�or was unexpected�when the budget was signed off on in mid-April? 

Hon PETER COLLIER: What do you mean�in terms of why we made the decision? 

Hon ROBIN CHAPPLE: Yes, in terms of why the decision was made.  

Hon PETER COLLIER: It was a difficult decision. I will say at the outset that I am supportive of the feed-in 
tariff, as I have stated over and again. We debated a motion moved by Hon Paul Llewellyn. I understand where 
the member is coming from on this. It is a valid point. With the feed-in tariff, as I am sure you are well aware, as 
was the member�s former colleague Hon Paul Llewellyn, essentially, people are recognised for what they feed 
into the grid. We based our election commitment on the previous government�s election commitment of 
$13.5 million for a 60c gross feed-in tariff, which was a very generous offer on the part of the previous 
government. We matched it. I was quite comfortable going along with that. Certainly, as an incoming energy 
minister and someone with little understanding of feed-in tariffs in the early days, I thought it was very generous 
and I was very supportive of it. I will not get too bogged down in my reply. When I went for my first MCE 
meeting, it became most evident that every other ministerial representative was virtually mocking me for that 
gross feed-in tariff. We then had to decide whether we were still going ahead with it. Of course, we were. It 
became evident to me a few months ago that the applications for the feed-in tariff were exceeding the 
$13.5 million. In fact, we had more applications than could cope with the $13.5 million. It was meant to feed in 
10 megawatts, but the $13.5 million would feed in only five megawatts. We undertook a laborious process. I met 
the Treasurer and the Premier and we went through the options. We could have announced the gross feed-in 
tariff on the Monday after it was approved by cabinet. I would have had to close the feed-in tariff the day I 
announced it and around 2 000 people would have missed out from the applications we had received. So we 
decided to introduce a rebate household solar energy scheme and give those applicants, from the election date to 
2 June, a rebate on their PV system.  

As of 1 July we would then recognise those people and everyone since then and introduce a comprehensive net 
feed-in tariff. That means thousands more Western Australians will have access to a feed-in tariff. We are going 
to introduce a feed-in tariff. The people who installed a PV system from 6 September will get the rebate plus be 
eligible for the net feed-in tariff. I understand that Victoria�s scheme is the most generous at 60c net, I think. 
There are a number of different models. At the moment, the Office of Energy is looking at the best system. As I 
said, I have had long discussions with Hon Paul Llewellyn about this. He has given me some options. As I said 
to Jason Banks yesterday, I want to make sure we have, dare I say it, the best in Australia.  

Hon ROBIN CHAPPLE: This question might need to be answered on notice. Can I please have details of the 
applications to connect month-by-month to both Synergy and Horizon Power since the Liberal-National promise 
to introduce feed-in tariffs? If there is no unexpected spike post mid-April, I will need to understand that.  

Why could you not have responded to the unprecedented demand with additional post-budget funding for an 
expanded gross feed-in tariff scheme, given you have done it elsewhere, apropos Oakajee and other places?  

Hon PETER COLLIER: That is a good point. We will take the first question on notice.  

[Supplementary Information No I1]  

[9.20 pm] 

Hon PETER COLLIER: Personally, I think we are better off with the net feed-in tariff. The feed-in tariffs have 
their detractors; that is, it is an inefficient way to put investment into renewable energy. That sounds like an 
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oxymoron but it is not. I am sure that the honourable member understands that. I feel that a feed-in tariff goes 
beyond what we are doing in terms of how much we are feeding into the grid. A feed-in tariff in itself does an 
enormous amount in engaging the community in renewable energy, and that is the good part about it. It is the 
same with the solar schools program; apart from the net effect � 

Hon ROBIN CHAPPLE: Minister, the question was quite simple: why could the minister not put in some post-
budget funding? 

Hon PETER COLLIER: Because I just do not think it is the most efficient use of money; I genuinely do not. 
We would still have to spend literally tens and tens of millions of dollars on a gross feed-in tariff�imagine that 
sort of investment in other renewable energy sources! As I said, that is why I feel so strongly about it. We are 
much better off having as many people involved as we possibly can and the best way to do that is to have a net 
feed-in tariff, and we will be doing that from 1 July next year.  

Hon ROBIN CHAPPLE: Why did the Premier announce the closure of the gross feed-in tariff before the 
minister did? 

Hon PETER COLLIER: I think it was a slip of the tongue in estimates. 

Hon ROBIN CHAPPLE: Okay. 

Hon KEN TRAVERS: Ooh, did he let it out of the bag? 

Hon KATE DOUST: Did he tell the minister he was doing it before the announcement? 

Hon KEN TRAVERS: Was it a thought bubble that then became a policy? 

Hon PETER COLLIER: No, I can assure members: not at all. That is not the case. We made the decision and 
the Premier articulated the views that we all felt. I think he probably just got engaged with the banter of 
estimates, but I can assure members the decision was made before the Premier made the announcement, dare I 
say it, in estimates. 

Hon ROBIN CHAPPLE: In one of his answers the minister stated that in agreeing to expand the renewable 
energy target at the Council of Australian Governments in April this year, the Premier called for funding support 
from the Prime Minister to help manage the impact of the expanded scheme on Western Australia. Why was it 
not important enough for the state to allocate budgetary money for that? 

Hon PETER COLLIER: I think we have a lot happening in renewable energy. We provided � 

Hon KATE DOUST: Not in the mid-west, you haven�t! 

Hon PETER COLLIER: As I said, we provided more than $6 million for the solar schools program, which 
means independent Catholic schools are now eligible for that scheme. The Minister for Environment and I 
allocated more than $12 million of lead-funding to Carnegie Corporation for wave energy in the south. I will 
perhaps ask Shirley In�t Veld to comment about renewable energy in Verve Energy, but I will say that a number 
of those renewable energy projects are in their infancy. It sounds like a cliché but I am excited at the prospect of 
renewable energy�I really am. I went to Narrogin�I will ask Shirley In�t Veld to comment in a moment 
because I could talk all day! Suffice to say, I think we are providing funding for renewable energy at this stage, 
taking into account the Carnegie investment, the solar schools program investment, the $13.5 million for the 
household solar energy rebate and our commitment to a gross feed-in tariff. 

Ms S. In�t Veld: I reinforce the minister�s comments about the amount of time, effort and money we are putting 
into a number of different renewable energy projects. We are looking at a number of wind farm projects and I 
will ask my general manager of business development and strategy to provide a bit of detail on that. We are also 
actively pursuing biomass projects, looking at an advanced solar thermal project and we are well down the track 
with the wind farm project. I ask Mr Narvaez to give members a bit of detail on exactly where we are at with the 
wind farm projects. 

Mr T. Narvaez: We are looking at between 110 and 150 megawatts across three wind farms. They include 
Grasmere, an expansion of the Albany wind farm; Mumbida in the north country; and Milyeannup. Again, they 
total between 110 and 150 megawatts. We have a committed team of about 12 people who are working full-time 
on renewable projects, not only wind farms but also integrated wood processing, solar and the future prospects of 
renewable technology, so we are well and truly committed.  

Hon ROBIN CHAPPLE: In relation to the question I asked about asset investment program part 4, the minister 
stated that there were no renewable energy projects not funded or subsidised as part of the budget estimates and 
forward estimates.  

Hon PETER COLLIER: Yes.  
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Hon ROBIN CHAPPLE: The minister said that Verve Energy was unable to find a way to spend more than 
$3.5 million over four years on sustainable energy assets. I know that there are renewable energy projects that 
need that sort of funding base. The minister said there is no more than $3.5 million over four years for 
sustainable assets.  

Hon PETER COLLIER: I will ask Shirley to respond to that directly. 

Ms S. In�t Veld: To some extent we are constrained by the resources available and the amount of time it takes 
just to do the feasibility study on these projects. It is a time-related issue. I will ask Wally Borovac, our chief 
financial officer, to elaborate on the timing, with backup from Mr Narvaez if necessary.  

Mr W. Borovac: In relation to renewable projects, our major commitment is to develop the three wind farms 
that Mr Narvaez spoke about earlier. We have $50 million committed over the next two years, which will be 
funded through equity injection from the government. The $50 million is contingent upon developing a 
commercial return on those wind farms as well, which again is prefaced by a feasibility study and a commercial 
off-take arrangement. The $50 million leverages joint venture partners, as well as other types of finance, into the 
development of those wind farms. So the answer to the question is that there is $50 million over the next two 
years�$25 million in 2009-10, and $25 million in 2010-11.  

Hon MICHAEL MISCHIN: Apropos the $13.5 million that the minister mentioned was allocated for the gross 
feed-in tariff, will that same sum apply to the proposed net feed-in tariff, or is there some additional or lesser 
sum? How is the money to be applied? 

Hon PETER COLLIER: As I mentioned to Hon Robin Chapple, that funding will go directly to rebate those 
householders who have installed, or applied to install, a photovoltaic system, from 6 September 2008�the 
election date�to 2 June 2009, when we made the announcement. That $13.5 million will be distributed amongst 
those applicants, who number around 4 000. The size of their rebate will depend on the size of the photovoltaic 
system that they install. Then, as I said, those householders will also be eligible for the net feed-in tariff. As I 
said, while it will take them longer to pay off the capital cost of the system, they will still be able to pay it off 
through the rebate and the net feed-in tariff.  

Hon PHILIP GARDINER: I refer to the second dot point on page 689 of the Budget Statements, under the 
heading �Horizon Power�.  

Hon PETER COLLIER: No.  

Hon PHILIP GARDINER: Sorry; my fault. I will wait. 

The CHAIR: The member wants to wait to ask the question?  

Hon PETER COLLIER: He cannot ask it. Advisers from Horizon Power are not here. 

Hon PHILIP GARDINER: Can I just try the question because it might be in a general context anyway. My 
question relates to the solar power for Marble Bar and Nullagine. It will provide 35 per cent of total generation 
for those two places. What is the constraint on the 35 per cent? Is it just that the capital cost cannot be funded, or 
does it come down to the cost of producing the power, solar versus diesel? I presume diesel is already there, and 
that is what the rest of the power station has to be, but is there a differential cost that makes solar power 
uneconomic?  

Hon PETER COLLIER: I will ask Jason Banks to respond. I have no problems getting back to the member 
with a more extensive response if necessary. 

Mr J. Banks: My understanding of the constraints around the contribution from the solar have to do with the 
profile of the generation from the solar. Obviously, it generates throughout the day, but they will be running 
diesel sets in periods in which the solar energy is not generating. It is a result of taking those sorts of load factors 
from those sorts of facilities. 

Hon PHILIP GARDINER: If a geothermal hole in the ground was used to store the steam or whatever it was 
during the day so that it could be released at night to be used, is that a possibility in either of those places, or is 
that just dreaming about technology? 

Hon PETER COLLIER: It is a nice dream, but I think it is a long way down the track. I will ask Jason Banks 
to respond. 

Mr J. Banks: That is probably the key to unlocking the full potential of renewable energy. If we can crack the 
issues around energy storage and recovery in an efficient way, that will unlock those sorts of opportunities. 
There are phase change possibilities for energy storage. There are pump storage opportunities, where renewables 
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are used to pump water, for example, up an incline and then it is released to recover the energy. If we could find 
efficient ways to store renewables, then the potential for their greater penetration would be increased. 

Hon PETER COLLIER: That is what Griffin is doing, or looking at doing. 

Hon KATE DOUST: I want to come back and talk about the 330-kilovolt line to Geraldton. I do not understand 
how Western Power could get it so wrong. I say that because I understand that there are some very experienced 
people there who have been building these types of lines for many years. I want to go through a couple of other 
points and then move on to another aspect of Western Power. In a submission given to the Economic Regulation 
Authority on the 330-kilovolt line to the mid-west, Western Power stated that without the proposed improvement 
it would be unable to meet natural load growth, demand for mining and industrial load, and connection of power 
stations in the mid-west region. There was a significant risk that some of the development opportunities in the 
mid-west region may not proceed if the proposed improvement to the transmission line is not delivered by 
November 2010. Is that still the view of Western Power? 

Mr D. Aberle: The November 2010 date was in relation to one of the projects in the mid-west that was at that 
time expecting to require some 80 megawatts by that date. That is no longer the case. It has indicated slippage in 
its program, so the short answer is no. 

Hon KATE DOUST: Is that the reason there is nothing in the forward estimates for the 330-kilovolt line, which 
indicates to everyone who sees it that, rather than being deferred, the line has been cancelled? Even though the 
review is due down at some point, by the time a decision is made about that, it may not be in time for next year�s 
budget or the year after. 

Mr D. Aberle: What is actually being indicated in the budget is that crystallising what is actually going ahead in 
the forward years will be dependent on the outcome of the determination of the regulator. All we actually have is 
the amount of expenditure for next year. Beyond that, it is contingent at least on the outcome of the 
determination of the regulator, and it was made clear that the opportunity was there for Western Power to come 
back with submissions around particular projects�for example, that line and the south west bulk. 

Hon KATE DOUST: I have a lot of other questions on that, but we may not get to them tonight, so I will put 
them on notice. Following on from that, as we already understand that there are several generation projects that 
will not proceed because the 330-kilovolt line is not proceeding, and given that the Independent Market 
Operator�s report found that the south west integrated system should have sufficient capacity to meet demand 
until 2011, and probably until 2014-15 if some of those projects were included, will the minister be asking the 
IMO to revise the report in light of the cancellation of the 330-kilovolt line? 

Hon PETER COLLIER: I will be meeting with the IMO in the next couple of weeks. The member is quite 
correct. The statement of opportunities from 2008 predicted a shortfall in 2011. With the decisions made by the 
government for the high-efficiency gas turbines in Muja, we will meet our targets for that in the 2011-12 
summer. I do not think there are any issues there at this stage. We can never predict anything. The thing that is 
most important to the government is a reliable electricity supply and that is why we made the commitment to 
spend over $260 million for the HEGTs.  

Hon KATE DOUST: I would like to ask more questions about that but I will move on. I refer to page 693 and 
Western Power�s asset investment program. What is the status of Western Power�s proposed access arrangement 
revisions? Why has Western Power not complied with a request by the ERA to provide specific documents or 
information to help it assess its proposal? When will Western Power comply with this request? Does the minister 
acknowledge that since the process was suspended by the ERA on 26 March, it is unacceptable that Western 
Power is yet to comply with its request?  

Hon PETER COLLIER: I am aware that there are some issues with Western Power and whether it complied 
with the regulator�s request. I will ask Mr Aberle to respond to that.  

Mr D. Aberle: We went to considerable lengths to agree with the regulator prior to the submission about what 
level of information it would require. We had an agreement with it so we were surprised when, after four 
months, we received a notice out of the blue saying that we had not given enough information. We have had 
subsequent conversations with the regulator. It is inexperienced in this process, as are we. It was looking for 
information in the form that is required going forward. That was not the way projects were framed or set up 
historically. It is looking for more information about that. We have provided what it has asked for. I met with the 
regulator as recently as yesterday to confirm that we are expecting it to give a draft determination before the end 
of this month on the basis of the information that is available.  

Hon KATE DOUST: I now turn to Verve Energy and page 692. What dividends are forecast will be delivered 
into general revenue from Verve in the forward estimates? Has the government done any costings on a re-merger 
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between Verve and Synergy? Does the government know if any jobs will be lost in a re-merger between Verve 
and Synergy? When will the government receive the report into a possible re-merge? Will the report be made 
public; and, if not, why not? Who is writing the report? What consultation is the government undertaking as part 
of compiling this report?  

Hon PETER COLLIER: I will provide the dividends first. From Verve, for 2009-10, $8.7 million; for 2010-11, 
$36.7 million; for 2011-12, $58.8 million; and for 2012-13, $67.6 million. What was part two of the question?  

Hon KATE DOUST: Has the government done any costings on a re-merger between Verve and Synergy?  

[9.40 pm] 

Hon PETER COLLIER: If I do not answer any component of the member�s question, she should let me know 
and I will try to do the whole lot. There has been no review or investigation into the re-merger of Verve and 
Synergy. There has been a review into the financial situation of Verve. That has been done by Mr Peter Oates; he 
is writing it. I anticipate his report will be produced very shortly; I imagine within the next couple of months. Do 
not hold me to that, but I would be disappointed if it were much longer than that. In two, possibly three months, 
it will be public. I think it is important that it is public. One thing with this portfolio that has captured the public 
attention is the financial plight of Verve, which has of course turned around quite considerably over the past 12 
months. A lot of that has to do with the increase in tariffs. What Mr Oates is doing is looking at the financial 
situation to ensure that we are doing our best as a government to provide the opportunity for Verve to be a going, 
viable, successful generator. In terms of the public consultation, Mr Oates has consulted widely. I know he has 
consulted with the CCI and the CME and has met with most relevant government departments. I cannot at this 
stage provide the member with a full list of those he has accessed. I do not have any problems with providing 
that information for the member at a later time. As I have said, I talk with Peter regularly. I had a long chat with 
him today. He is an extremely learned man who understands the energy market in Western Australia probably as 
well as anyone. I am confident that as a result of his review into Verve it will come up with a very productive 
outcome, some recommendations and some suggestions.  

The CHAIR: I think there was some supplementary information required to complete the answer to the 
question. Is that correct?  

Hon PETER COLLIER: Just whom he consulted with, I think.  

[Supplementary Information No I2.] 
Hon MAX TRENORDEN: I want to talk about the Office of Energy. I do not want to be too long because I 
think these questions should be more from the opposition than people on my side of the house. I would like to 
talk about page 684 and the solar hot water heater incentive scheme and also what we have already discussed, 
the feed-in tariff. My perception is that that program has got to the stage where people who purchased and got 
rebates for their water heaters are now finding that some of them are wearing out. They are making applications 
for a second bite, but cannot get it and, therefore, are going back to using electricity and so forth, which is 
defeating the purpose of the original program. That applies particularly to pensioners and people on a low 
income. The program has been in place for a little while now. Is anyone looking at the fact that these people 
cannot get their second hot water system and are going back to using electricity? 

Hon PETER COLLIER: I know that we have provided additional funding for the program. As to whether any 
research has been done, I understand the member�s question � 

Hon MAX TRENORDEN: I am saying that people who make a second application are being denied. 

Hon PETER COLLIER: I will ask Mr Banks to answer. 

Mr J. Banks: I am unaware of applications being denied on the basis that people have received a previous 
rebate.  

Hon MAX TRENORDEN: Does the program allow for it? If people currently have a solar hot water system 
that breaks down, can they apply for a rebate for the next one? I do not think they can under the program. 

Mr J. Banks: If I may clarify the position, the commonwealth program that is operating is linked to the 
replacement of electric with solar, so under that program I would assume that people cannot, given the fact that it 
needs to be a direct exchange from electric to solar. Our program is limited to gas-boosted solar hot water 
systems. I would probably like to take the question on notice just to confirm that, but it has not been raised with 
me that we are refusing applications on the basis that people have received a previous rebate.  

Hon PETER COLLIER: It is a good question. Is Hon Max Trenorden aware of anyone in that situation?  

Hon MAX TRENORDEN: Yes.  
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Hon PETER COLLIER: I would like to know as well, so we will find out. 

Hon MAX TRENORDEN: I am a big fan of the feed-in tariff, even though a lot of money is involved for only 
five to 10 megawatts. Has similar work been done in Western Australia as was done in the United States on the 
effect on the peaking process? I know five or 10 megawatts will not help very much in the peaking process, but I 
remind the minister of what he said before about encouraging people to use solar panels and engage in the 
process.  

Hon PETER COLLIER: I agree. That is why I am such a supporter of it. It goes beyond how much is fed into 
the grid. The benefits of the feed-in tariff go beyond that. If the government wants to take people with it, it has to 
empower people in the community. We cannot tell them; they have to do this. If the government told everyone 
they had to have a solar hot water system and they had to pay for it; we would have a civil war! It does not work 
that way. The government needs to empower people to be part of the process. The solar school scheme is exactly 
the same. We are engaging the kids in renewable energy projects. We can empower people by providing an 
incentive to put in a PV system. That benefits enormously the whole renewable energy argument. We were going 
to have to close the scheme before we even opened it, frankly. 

Hon MAX TRENORDEN: That is a message in itself, is it not?  

Hon PETER COLLIER: That is right. If we had opened it, about 2 000 people would have missed out. We 
would have been under-funded at $13.5 million. I was very keen for this decision to be made. My view was that 
we should not let people miss out on the feed-in tariff if they wanted to be part of the process. We would have 
had had to do that, or else go to the budget in very difficult economic circumstances when everything had been 
cut back to ask for tens of millions of dollars more. We had Buckley�s of doing that. The right decision has been 
made. The people who put in PV systems from 6 September will get the rebates, as well as being eligible for the 
feed-in tariff. We will also engage and empower thousands and thousands more Western Australians by allowing 
them to partake in a feed-in tariff system.  

The CHAIR: I need to identify the previous supplementary question. 

[Supplementary Information No I3.]  
The CHAIR: Members, I am aware we are slightly over time, but we did start a little late. Do other members 
have questions?  

Hon KATE DOUST: I briefly want to come back to the 330-kilovolt line before I move on to another area. 
Does the minister acknowledge that by not progressing the 330-kilovolt line, several renewable energy projects 
will not proceed? If so, what will this do for the government�s target for renewable energy?  

Hon PETER COLLIER: I would not like to speculate on that at this stage. As I said, we are only talking about 
a matter of weeks now, and we will have a clear idea, from the recommendations, of where we will go. I would 
not like to put any more uncertainty into the mid-west than already exists as a result of this. I am disappointed 
that the line is not going ahead.  

Hon KATE DOUST: The government will not be able to do anything for a minimum of 12 months or longer 
anyway in terms of kick-starting it. You are looking at the long haul, even if you make a decision to proceed.  

Hon PETER COLLIER: I prefer to wait until I get the review back and then government will make a decision 
as to where it goes with that line.  

Hon KATE DOUST: I want to turn back to Verve Energy on page 692 and I refer to the $488.8 million 
allocation for capital works on Verve�s fossil fuel plant portfolio. Why has the government chosen to invest in 
the new gas turbines in Kwinana, when the Independent Market Operator recently found that there appeared to 
be sufficient capacity projected to the south west interconnected system to comfortably meet projected demand 
until 2014-15 period? The second part of my question is: given the decision to bring on line the gas turbines in 
Kwinana and the recommissioning of Muja A and B, will the minister make a commitment to tame Verve�s 
capacity to cap?  

[9.50 pm] 

Hon PETER COLLIER: I say at the outset that the Independent Market Operator predictions referred to by the 
member actually include the high efficiency gas turbines. The statement of opportunities from 2008 actually said 
that there would be a shortfall. There is also the retirement of Kwinana A coming up in August 2011. That in 
itself presented a problem. That is why we had to look at recouping the loss of generation. That was the first part. 
What was the second part? 

Hon KATE DOUST: The second part was: given the decision to bring online the gas turbines in Kwinana, and 
the recommissioning of Muja A and B, will the minister make a commitment to retain Verve�s capacity cap? 
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Hon PETER COLLIER: At this stage we have no intention of changing the capacity cap. Muja A and B are 
also part of the IMO prediction for the summer of 2011-12. 

Hon KATE DOUST: Does the minister have full confidence in the IMO to signal generation capacity 
opportunities and have the market respond to them? 

Hon PETER COLLIER: All I can say at this stage is that one can never predict what happens; I am finding that 
this is such an unpredictable portfolio. 

Hon KATE DOUST: Does that mean that the minister does not think that the IMO has that capacity? 

Hon PETER COLLIER: No, I am saying that we have an ageing generation portfolio. We are doing as much as 
we possibly can to ensure that we have a safe, secure and reliable electricity system. We have done that through 
the HEGTs and Muja A and B. We are doing as much as we can to pump investment into renewable options. 

Hon KATE DOUST: Did the minister consider whether this project could have been delivered by the private 
sector rather than through government funding? 

Hon PETER COLLIER: Which project does the member mean? 

Hon KATE DOUST: Muja A and B. 

Hon PETER COLLIER: It is being funded by a private company. 

Hon KATE DOUST: But not totally. 

Hon PETER COLLIER: Yes, it is funded 100 per cent by Inalco Energy. Verve is providing the plant 
infrastructure. It is totally funded by the joint venture between Verve and Inalco, Vinalco Energy. 

Hon ROBIN CHAPPLE: I refer to the last question from my colleague. 

Hon PETER COLLIER: About HEGTs? 

Hon ROBIN CHAPPLE: No, about the state government�s total commitment to renewable energy. What 
annual percentage of renewable energy would the government like to see introduced? 

Hon PETER COLLIER: Successive governments have made commitments to meeting the national target of 
20 per cent by 2020. Our contribution is about 15 per cent or 16 per cent. That is the ideal target we would like 
to meet. We will do all that we possibly can. I will be honest with the member: we have to be careful that we do 
not get to a point at which our only renewable energy is wind, because that in itself will present enormous 
problems. We have to look at other options. Wave power is one, which is why we put $12 million into Carnegie 
Corporation. 

Hon ROBIN CHAPPLE: Solar voltaics and photovoltaics.  

Hon PETER COLLIER: Absolutely. 

Hon ROBIN CHAPPLE: There are also others. Looking at that commitment, what is the state�s annual 
percentage increase to 2020 in renewable energy? Where are we currently as a percentage? 

Hon PETER COLLIER: It is around five per cent? 

Hon ROBIN CHAPPLE: As high as that? 

Hon PETER COLLIER: Yes, it is. 

Hon ROBIN CHAPPLE: How are we going to achieve an increase each year? What are the incremental 
increases each year to meet the 20 per cent target by 2020? 

Hon PETER COLLIER: I am genuinely of the opinion that I do not know! I do not know if there is a 
prescribed annual increase, and I do not know if we can actually do that, to be honest. There are so many 
different variables with renewable energy and so many different options. There are exciting things that we can 
look at. We could easily say, �Let�s build a wind farm every year to get to our 15 per cent by 2020�. That would 
be catastrophic, quite frankly. I am not saying that I am against wind farms; I am saying that we cannot put our 
whole portfolio into wind farms. 

Hon ROBIN CHAPPLE: I have not said that. 

Hon PETER COLLIER: I understand, but I am saying that we can get to a point at which we can look at other 
options. Wave power is one such option; solar thermal; geothermal; and biomass, which I know Verve is looking 
at.  
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Mr J. Banks: It is national target. The scheme involves the opportunity for banking, so I guess the actually 
staging and timing of investments will be determined by the market.  

Hon ROBIN CHAPPLE: Okay. Following on from that�this is what I am trying to get to�what will be the 
government�s financial commitment in future budgets?  

Hon PETER COLLIER: I am very good friends with the Treasurer, and I would like to think that I can ask him 
to write an open cheque�I do not mean to be flippant about this�but all I can say is that at the moment � 

Hon ROBIN CHAPPLE: So the minister does not even have a request that he is taking to the Treasurer? 

Hon PETER COLLIER: I am in regular conversation with the Treasurer, and I am in regular conversation with 
each of my corporations, and with industry. As I have said�I keep saying it�we have just provided the 
$12 million for wave power with the Carnegie project. I will continue to look at options. But, yes, if we are to be 
forward thinking, we need to have our goals in front of us. The member is right. If we have a national goal of 
20 per cent and we have to get our 15 per cent, that is a massive target that we need to meet. 

Hon ROBIN CHAPPLE: I am hoping that the minister will be able to explain how he is going to do that. 

Hon PETER COLLIER: I certainly cannot do that here and now, but I can assure the member that that is 
something that must be a priority. I have regular conversations, obviously, with the corporation and with Jason, 
and we are talking about issues of intermittency with wind, et cetera, so we need to look at other options. When 
we asked for applications for the lead funding, we had some wonderful applications there. They in themselves 
are not going to contribute much, I have to say, in terms of providing a significant contribution to our 15 per 
cent, but that should not in any way, shape or form diminish their right or privilege or the opportunity that is 
provided by those initiatives to give it a go. 

Hon ROBIN CHAPPLE: I could wax lyrical about the benefits, but can we just get some idea�I ask this on 
notice�of the government�s intentions for renewable energy to meet the 20 per cent by 2020 requirement?  

Hon PETER COLLIER: Yes. I have no problems with taking that question. I just do not know whether I am 
going to be able to give the member a prescribed annual amount. I just do not think that is going to be possible. 
But I do not have a problem with taking that question. 

[Supplementary Information No I4.]  
The CHAIR: I will give the final question to Hon Kate Doust, and we will then call it a night. 

Hon KATE DOUST: Thank you, Madam Chair. I have a number of other questions, and I suppose I will have 
to put those on notice at the end. 

The CHAIR: Certainly. Any member who has further questions can submit them. 

Hon KATE DOUST: My last question tonight is for Western Power. I refer to page 693. I refer also to the 
Liberal Party�s election policy that a Liberal government will construct a natural gas pipeline from Bunbury to 
Albany, via Bridgetown and Manjimup, to develop a secure, reliable and safe energy supply for the future 
economic and social growth of the region. What work is being done to progress this pipeline project? The policy 
document states that the likely capital cost of this project will be $225 million. Is this still the estimated cost, or 
has this changed? The policy document states also that construction is expected to begin in this term of 
government. Is this still the case? Can the minister outline what funding has been allocated in this year�s budget 
to progress this project, and what has been included in the forward estimates for its construction? 

Hon PETER COLLIER: I thank the member for the question. This is actually the responsibility of the Minister 
for State Development, the Premier. I am not sure how we can deal with this�whether the member should put 
the question on notice to the Premier � 

Hon KATE DOUST: There is actually an allocation in the Western Power budget, is there not? 

Hon PETER COLLIER: Yes, but the responsibility lies with the Premier and Minister for State Development. 

Hon KEN TRAVERS: How do you know what goes on in your government? Everyone has a different 
responsibility! 

Hon PETER COLLIER: I do not mind giving a response. I do not mind taking responsibility � 

The CHAIR: Does the minister take carriage of that question? 

Hon PETER COLLIER: Yes. 

The CHAIR: Thank you very much, minister, for accommodating that.  

[Supplementary Information No I5.] 
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The CHAIR: Members, minister and advisers, thank you very much for your time this evening. If there are 
further questions, it would be very useful if members could please provide them to us before they go home. 

Committee adjourned at 9.59 pm 

__________ 

 
 


