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ELECTRICITY INDUSTRY AMENDMENT BILL 2019 

Second Reading 

Resumed from 27 November 2019. 

DR M.D. NAHAN (Riverton) [12.10 pm]: I am not the lead speaker for the Liberal Party on the Electricity Industry 
Amendment Bill 2019. The shadow spokesperson on energy will be the lead speaker and he will determine and state 
the Liberal Party’s position on this bill, but I am sure we will support it. From the perspective of a former Minister 
for Energy, I would like to make some comments about the process we are pursuing here. In terms of direction, 
intent and detail, the legislation is consistent with what the previous government was promoting. 

Mr W.J. Johnston: It’s only taken about 15 years! 

Dr M.D. NAHAN: It has been over many years—okay. In fact, much of this goes back to discussions held in the 
1990s. Indeed, I remember the policy of the Labor government in the 1980s and then the subsequent Liberal–National 
government in the 1990s was to promote not only full electrification of the rail system, but also integration of all 
the generating facilities at that time. Since then, they have expanded significantly. So this is a long-term policy. In 
2008, when we came into government, there was a need for and therefore a proposal to expand generating capacity, 
particularly in light of the very large expansion of iron ore production. Indeed, after that, production expanded 
even more, with Fortescue Metals Group’s expansion and Roy Hill coming into play. It had been obvious for many 
years that there were potential gains from having an appropriate network in the Pilbara servicing at least the port 
facilities, but also all the other commercial expansions. There were huge gains from having a common approach 
and coordinating generation facilities, distribution and transmission. To date, that has not been achieved very 
effectively for a variety of reasons, including the history and unique position of the Pilbara. For example, Rio Tinto 
has a very large standalone network servicing its facilities that it, quite rightly, considers to be an integral part of 
its operations—inseparable. Rio Tinto steadfastly refused to hand over the operation of its generation, transmission 
and distribution facilities, which it fully purchased and built for its facilities, to some other entity that might have 
different objectives to it—that is, to produce iron ore in huge volumes in the most efficient manner. Of course, 
there is also the challenge that it is a very competitive area, with rivalry between BHP, Rio, FMG and Roy Hill. It 
has been very difficult for governments, or anybody else, to get them to sit down at the table and coordinate their 
activities, particularly if they think—as Rio clearly has until now—they have a comparative cost advantage in the 
operation of their electricity system. It has been a very difficult exercise. 

We also have the mix of very large-scale baseload iron ore and gas facilities. On the other hand, we have small cities, 
such as Port Hedland and Karratha, many of which are highly subsidised. It is an area with very high construction 
costs and high wages. In the past, gas has been very difficult. This bill progresses in a practical, stepped manner 
towards a future—but to some extent now—electricity system in the north west, which has evolved to be coordinated, 
planned and integrated to the extent possible. I will talk about standalone power systems in a minute. The legislation 
does this by recognising the status quo and the differences, and that for some time there will be standalone operations 
that are not fully integrated—particularly with Rio and others. 

As a minister, I worked hard pursuing this result, as have the previous and current Ministers for Energy. Encouraging 
Horizon Power and Alinta Energy to start sharing facilities and bringing them together in this bill is a sensible 
move. Also, adopting light-handed regulation—a major focus of this bill—is appropriate. In particular, the 
legislation will allow the existing producers to opt in or to opt out, rather than forcing them to participate. This is 
absolutely essential. In the past, it was one of the impediments to developing a north west integrated system. 
One of the biggest challenges that this bill addresses is the problems with adjusting the system. Horizon Power is 
the dominant provider, but Alinta has owned a plant for some time, with its capacity contracted to BHP to a large 
extent. BHP was not taking the full volume of energy from the plant, so Alinta had a potential excess energy supply. 
With the TransAlta arrangement—I will talk about a bit of the history—we faced the problem that Alinta had 
surplus generating capacity and it could significantly undermine Horizon by selling energy at a much lower cost. 
We had an issue. The government has addressed this by coming up with an additional tax—we will discuss this in 
consideration in detail of the bill—that tries to take into account Horizon’s appropriate and necessary additional 
costs in providing the baseload generating capacity for the total area. Essentially, Horizon has a responsibility, in 
a de facto sense, to provide energy for the area. Through the TransAlta agreement, it has contracted for a large 
amount of gas for many years. I will make a few comments on the contract. Horizon has tried to allow Alinta to 
use its existing facilities, but has made sure that its customers also account for Horizon’s cost of being a provider 
of last resort. Personally, I think they have gone about that in an appropriate way. It is an appropriate move. We 
will explore some of the details of that. 

Before I go to the standalone power issue, I would like to discuss a little history. In June 2019, we had a debate on 
the TransAlta arrangement. That was a very difficult one. When we first came to government in 2008, I was not 
in cabinet at the time, but I remember that the Minister for Energy had extensive discussions with me about the 
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proposal for Horizon Power to build, own and operate a 150-megawatt power station in the Pilbara. We had some 
legitimate concerns about that and about predicting future demand, particularly with those large lumpy loads 
coming on from the iron ore industry and given the iron ore industry’s desire to not participate in a Horizon Power 
power station, which Rio said it absolutely would not do. We also had some concerns about Horizon Power, which 
at the time was in a very expansive mood; that is, it saw itself as a monopoly provider of energy in that area. We 
made the correct decision to go carefully, step by step, to build the capacity. That saved the state billions of dollars. 
If we had built a 150-megawatt power station, as Horizon wanted, it would have come under government debt, but 
also, firstly, it would have been when gas prices were very high, and secondly, we would have had substantial excess 
capacity in the intervening seven years. As it turns out, the forecast for demand that underpinned the Horizon Power 
power station did not pan out. Quite wisely, we incrementally expanded temporary power to fill the gaps, to make 
sure that we had sufficient energy at a lower cost. When demand grew, when temporary capacity on a per unit 
basis was higher, we then went to the TransAlta arrangement. That was in the Pilbara, where nothing is cheap. 
A 150-megawatt power station came onstream in 2017, some six or seven years after it was predicted by Horizon 
Power. That just shows us how difficult it is in a place like this, where we have to plan for future electricity 
infrastructure capacity. While there is a potential for coordination, it will always require, to some extent, a role for 
the state. Again, the approach that the government has taken is consistent with the one that I pursued as Minister 
for Energy, which is consistent with the overall aim of previous governments and the previous Minister for Energy. 
There are some issues that we will discuss at the consideration in detail stage. 

Standalone power is an interesting issue. It has been growing rapidly. In government, we decided we would take 
the route to start experimenting with standalone power. The central issue is that the technology for standalone 
systems, as opposed to large-scale energy systems on the grid, are changing, particularly with a combination of 
batteries, small generation units and solar. Our grid also expanded significantly in the 1960s, 70s and 80s. Some 
of that is not functioning well with the additional load on the end of them. Some have to be repaired, and it is now 
time to look at replacing them or substituting standalone generating capacity for distribution lines. A problem in 
the way we operate the electricity system, nationally and in the state, is that it is based on the assumption that there 
is a difference between generation and distribution and transmission. Distribution and transmission is a national 
monopoly, and our regulations prohibit Western Power from going into generation. This bill starts to address that. 
Some interesting questions arise about how far to go into that. What are the conditions upon which we allow it, 
and, also, who makes the decision and what is the cost? In government, we experimented with, I think, seven of 
these standalone power units, mainly as experimental measures to try to figure out which works best. Some need 
three-phase power more than others. One of our real issues was that people who entered those grids were reluctant 
to give up the grid because they were not confident that standalone power would be as effective or that the cost 
would be the same, and in each case they insisted that the standalone power system be built to augment rather than 
replace the grid. I believe this bill focuses on standalone power systems replacing the grid, but we will talk about 
that at the consideration in detail stage. 

Another issue will be who owns, operates and decides the economics of these standalone power systems, and who 
makes the decision to build them. I am sure the minister has had many people lobbying him about concerns that 
the monopoly provider, whether it be Synergy or Western Power, will start going into a new profit line, if you 
wish, particularly since Western Power has all the data on the relative cost of the grid versus the standalone power 
system. It will be in a position to dominate that market if allowed to do so. That is a legitimate issue. We on this 
side would like to see more competition, but not so much in transmission—we accept the national monopoly 
position, but it is being eroded by standalone power, as this bill recognises. However, we think this is potentially 
a good source to allow greater competition into the electricity system. I am not sure whether this bill will inhibit 
that option. We will discuss it at the consideration in detail stage later today or in the future. 

There are also substantial issues relating to whether standalone power is going to be used to wind back the grid. 
As the documents around the bill say, most of the standalone power systems will be used to service an existing 
single facility. Standalone power systems will not be microgrids; that is a different issue. Most of them will be at 
farms, I assume. I do not know whether they will be put into places where there is an existing grid that needs to be 
augmented or replaced, or whether the standalone power system will be built and the grid then removed. This will 
be a big issue in the rural sector, and one on which we will have to tread carefully. When I was the Minister for 
Energy three years ago, the data that I saw to move toward standalone power systems was positive. It will be 
interesting to hear from the minister the response from the rural sector about its confidence in being induced or forced 
to have a standalone power system. It is a decision we have to make; we cannot maintain both. I agree with that, 
but it is a transition that is of concern. 

Another thing I would like the minister to respond to that I referred to and that we can go through it at the 
consideration in detail stage is: who makes the decision and what is the transparency of the decision? The legislation 
will give the Economic Regulation Authority the regulatory power to include standalone power systems in its 
regulatory structure; it would be part of its regulatory capacity. But the ERA will operate in advance, not on specific 
projects. In broad principles, I think the sector, whether it is the providers or the users, will be interested in some 
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sort of transparency about the processes by which Western Power shifts to standalone power systems. Again, it is 
not the case that we are against this move; it is absolutely the right move that we need to make in this state. The 
committee report enforced that view and the process by which the regulatory decision-making process is pursued. 

[Member’s time extended.] 

Dr M.D. NAHAN: If we get this wrong, we will potentially have a great deal of resistance to the adoption of 
standalone power systems, and that will be at the cost of not only consumers, but also others. 

Another interesting issue is that we price our grid on an averaging basis. We have one of the largest and most 
expensive grids in the world, in the south west interconnected system. It covers a large area; it is very long and 
spread out. Some of it is getting old. A lot of it was built in the 1960s. We replaced a hell of a lot of the wooden poles 
but the lines are very long and thin and come into the issue of repair and maintenance. We price our grid; we average 
it. I am not sure how Western Power make decisions about the grid, but effectively the cost to the consumer, 
through Synergy or otherwise, is the average cost of the grid itself, even though at the end, the cost of providing 
that grid is much higher. That is a significant factor in giving incentives to consumers to switch from the grid to 
a standalone power system. How will we deal with this issue? It is a very important issue. I am not arguing for 
changing our pricing mechanisms to our consumers; I am just saying that this is a factor that Western Power should 
consider because it was given a mandate to provide those services at the lowest possible price. If the grid on a farm 
down in Esperance costs significantly more than a standalone power system, it behoves Western Power to take 
that into consideration. On an average basis, it might not work. We really have to look at the pricing issues. I would 
like the minister, whether in consideration in detail or otherwise, to discuss how we will address these issues, both 
in practical terms through Western Power or through transparency and communication to consumers. It is a very 
important issue indeed. 

I will not say too much more. This bill progresses a process that has been thought about for a long period. In the 
2000s, because of the boom and the cost of energy, a large number of miners were very worried about not only 
Horizon Power’s monopoly tendencies, but also, more importantly, their inability to control their own costs. 
One of the lessons that I took as energy minister is that when we reduced Horizon Power’s head office staffing by 
60 per cent, I did not get a single squawk from the consumers. In fact, we distributed them to the regions outside 
the Perth-based service. Since then, I think Horizon Power has been more sensible and open to achieving the objective 
of providing energy most effectively and securely at the lowest cost rather than building its own empire. Back in 
the 2000s, one of the major impediments of moving down this route was industry’s concern that Horizon Power 
is an empire builder. I hope that view does not return. 

The bill moves down the path at a time when most of the basic electricity infrastructure in the Pilbara is in situ—
it is already built and not much more is required. It is grandfathering existing systems in a way that is already 
accepted, with no force—all agreement. It positions the north west interconnected system so that when there is 
another expansion or a replacement of the electricity system, it can be done in a more integrated manner. It also picks 
up the standalone power system that Western Australia excels in. Horizon Power has more of these standalone 
power systems than any country in the world. We have a lot of mines and mining operations doing the same thing, 
which allows them to start competing with the grid as a source of delivering electrons to isolated regions. It is 
a good bill, and I am glad it is finally coming through. 

MR D.C. NALDER (Bateman) [12.35 pm]: I stand to make my contribution to the Electricity Industry Amendment 
Bill 2019. I wish to say up-front that the opposition will be supporting the government in the passage of this bill. 
I will not go into its history. The former Leader of the Opposition, the member for Riverton, spoke very well and 
referred to his time as the Minister for Energy and the work that was being undertaken in this area. We do not want 
to question the intent of the bill, just some of the detail and try to get a better understanding. I have spent time 
discussing this bill with industry. There is broad-based support within the industry for the passage of this bill, 
albeit there are some concerns about how it will be practically applied. That is where we would like to focus. 

I would like to share a couple of things. We are concerned that a new tax will be introduced, despite the government 
promising that there would be no new taxes. The temporary access contribution is a new tax. Some of the questions 
that we will have off the back of this legislation are: How does the government ensure that Horizon will drive 
efficiencies within? Will this allow Horizon to rest on its laurels, when what we need to see from our utilities is 
them ensuring that they are delivering the most efficient and effective service possible to the community and 
providing safeguards for it? Will it provide an opportunity for Horizon Power to be at the forefront of driving 
efficiencies within its business? We question why 1 200 megawatt hours was chosen as the number of contestable 
hours. We would like to understand the basis for that. We can compare it with the south west interconnected system, 
which is opened up to competition at 50 megawatt hours. There are subsidies in the north west interconnected 
system and it is unlikely that it would ever be competitive down at the consumer level, so we understand why it is 
at the higher end, but we would like to hear from the minister why 1 200 megawatt hours was chosen. Some 
industry bodies raised this issue with me, asking whether it allows for a review in the future. It started at a much 
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higher level in the SWIS and it slowly stepped down over time. From a pragmatic perspective, that makes sense. 
Industry has asked me whether it is open for reviews to be carried out in the future to look at that threshold amount. 

We will want to look at things to do with the TAC to understand what minimum amount charged in dollars will 
be applied to get an understanding and appreciation of the implications, and how much revenue is forecast, why 
the rate of 10¢ was chosen and how it was determined. We would like to understand that level of detail. We may 
be able to discuss some of these things in consideration in detail, but we also understand that the minister may be 
able to cover off some of those issues in the reply to the second and third readings, hence I want to list these things 
for the minister to take note of so he can share that information at the appropriate time. 

We also would like to gain an understanding, if possible, of how many businesses are above that 1 200-megawatt 
hour threshold and the percentage of total businesses or how many businesses are below 1 200 megawatt hours. 
I want to get a sense of that offer. We know that there are large users in the north west interconnected system but 
we would like to understand what opportunities this creates for industry in the Pilbara.  

The other area is the regulated asset base. Obviously, one of the risks is that we have a high assessment of the asset 
base. That could be a negative for competing interests that want to come in and could undermine the intent. We 
want to understand how the valuation of the network will be determined, and ensure that it is an independent 
assessment to give it credibility, because one of the risks in this process of opening up to competition is that if an 
assessment results in a very high valuation, that can put a large cost impost on competitors accessing the network. 
This is the level of scrutiny that we want to apply. 
Coming back to the temporary access contribution, is there a limit on how long the TAC will be applied or the 
circumstances under which it will be applied? They are basically the questions. 
There is one question about Horizon. Will Horizon offer differential network pricing? We have seen this in the 
south west interconnected system in that what consumers are being charged is different from what businesses that 
are subject to the competitive marketplace are being charged. We want to understand how the network pricing to 
customers compared with its own internal policy price it offers customers will be audited and enforced. We want 
to know about not just the intent, but how the undertakings of Horizon in the competitive marketplace compared 
with how it deals with consumers who do not have access to that competition will be audited and enforced. We do 
not want to see the transfer of pricing in that subsidies are provided to the higher ones and the lower ones that do 
not have access to competition pay for it. 
That is essentially the direction of the questions that we will ask, but, all in all, we think that this is an important 
step forward. 
That was to do with the part of the legislation that deals with the NWIS. The other part deals with battery storage. 
Again, we support this. We understand the challenges within the network, particularly with the surge in the take-up 
of solar panels and the impact that that is having on the network—what they call the duck curve—and we understand 
the need for the network to put in battery installations. I understand that the government has initiated some of these 
already, but this will provide greater security. I understand the importance of, and the logic behind, that. The question 
that arises is: how will this be applied from a competitive marketplace perspective, particularly in end-of-grid 
situations when there is a move to standalone storage? Will this allow Western Power to start generation and 
therefore be a competitor in this marketplace; and, if so, how will that work and apply? The last thing we want to 
do is create an environment in which people who are already providing those systems cannot compete effectively 
for those opportunities to provide standalone power grids for people in the community. We want to make sure that 
that remains a competitive marketplace so that people can get the best possible deal and opportunity when it may 
be prudent to reduce those end-of-grid situations because of surges or cost of delivery. We want to make sure that 
that opportunity is there for the competitive marketplace. 
They are really our questions that I have flagged before we go into the consideration in detail stage. That is the reason 
we will go into the consideration in detail stage. The minister may be able to answer some of these questions either in 
his response to the second reading debate, and we hope that he can, or during the consideration in detail stage. Obviously, 
we have not given him a lot of notice at this time. Essentially, we support the bill and look forward to its passage. 
MR D.T. REDMAN (Warren–Blackwood) [12.43 pm]: I am obviously pleased to make some comment on the 
Electricity Industry Amendment Bill 2019. I thank the minister for the briefing that we had; it was quite 
comprehensive material. Anything to do with energy always has a level of complexity to it. I do not purport to have 
the knowledge to drill down into a lot of this, but I have an understanding of some of the basic principles. Obviously, 
first and foremost is the north west interconnected system and its access arrangements. The Holy Grail of all 
governments has always been to try to get a full and integrated network and be in charge of energy in the north 
west, given the public and private ownership of that network, the fact that people like to keep their cards in their 
own pocket and the government has only a certain number of strings that it can pull. Certainly, this is one step to 
allow access by others to parts of that network, which hopefully is one of the precursors to something a little more 
integrated than it has been. 
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Having an independent system operator, which is the other part of this bill, makes a bit of sense. Although this 
system is nowhere near as complex as the south west interconnected system, it nevertheless requires balancing to 
maintain all the ancillary services to ensure that the network stays in place. That is important. I think having an 
independent system operator to achieve that in a more coordinated way is a good thing. 
The minister has been somewhat masterful in how he has made the pitch for the temporary access charge. Not that 
long ago, he railed very hard against the opposition and said that the take-or-pay contracts in place had forced the 
government’s hand and it had to do something to respond to that. I note that the funds that are aimed to be generated 
from this temporary charge will contribute towards only some of the challenges that Horizon faces. I think everyone 
recognises that once there is competition in that space, everyone will move to take up the big players and, of 
course, Horizon has an obligation to the mum-and-dad consumers, which will always be the most challenging 
aspect for it from a bottom line perspective. The minister played out that argument and blamed the opposition for 
what happened, but he has now come in with a temporary access charge as a consequence and said, “It’s not our 
fault; it’s their fault.” I am not sure that I agree with that. There was recognition in the briefings that one of the big 
challenges that Horizon faces is that its bottom line will be somewhat dictated by its obligations to the mum-and-dad 
consumers. It will be interesting to see how that plays out and to see what level of take-up there is by the big end 
of town. That might have some impact on Horizon’s bottom line. The member for Bateman mentioned that how 
long the charge will be in place will be dictated somewhat by the market. That has been interesting. 

I also found another aspect of the briefing interesting. This regime will have an interaction with those companies 
that have state agreements. The Nationals WA has run reasonably strong arguments in saying that state agreements 
are big hidden pieces of information that no-one gets to see, yet they are critical to everything that happens in our 
state. When the negotiations were held on the changes to the regulations for access arrangements, the government 
had to ensure that they did not conflict with the state agreements that are in place. The companies were not given the 
state agreements to look at; the government just made sure that it had contact with them: “Are you happy?” They 
said yes and they went away. Again, the sacrosanct nature of state agreements remains. I have some understanding 
of why that is the case, but transparency should be the outcome here. 

It is my understanding that the TAC is going to affect 30 to 40 customers; in other words, it is not a terribly big 
base. I do not know exactly who they will be, but I am sure the minister will make some commentary about that. 

A number of issues will arise from this. The status of the contestability thresholds that are put in place will be 
important as this plays out over time. There is some suggestion that there be a cap on the temporary charge. Certainly, 
the minister will need to outline whether the government might be open to having some sort of cap on that charge 
so that at least anyone operating in that space knows some of the parameters that they will face going forward. Of 
course, one of the other issues from Horizon’s perspective is the assessment of the starting point for the regulated 
asset base. Obviously, there is reference to that over time, but it will be reasonably important to ensure the efficiency 
of any investments that are made.  

The bill also deals with an issue close to my own heart; that is, some of the challenges that we face on the south west 
interconnected system. As I understand it, the basic principle in this legislation is that instead of replacing aging 
Western Power poles and wire assets, which, in some cases, is a fairly substantial investment given the amount of 
end users in some of the more remote parts of the south west interconnected system, typically the fringe-of-grid 
areas, Western Power will have the scope to look at and test alternative arrangements, such as standalone power 
systems and/or batteries, from a business viability perspective. Some technology is coming on very fast. I might add 
that not only is it very fast, but also it has shown to be very competent in achieving some of the reliability goals 
that regional Western Australians often hold up as a great challenge. I have said in this place before that technology 
is now presenting commercially viable solutions to some age-old issues. We used to attack Western Power about 
the reliability of its poles after pole-top fires and other issues, but it now has some technical solutions. This is the 
first step—there is a lot is happening in the energy space; the minister knows that more than I do—but it is not 
a bad first step. 

Debate interrupted, pursuant to standing orders. 

[Continued on page 1345.] 
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