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ELECTRICITY CORPORATIONS AMENDMENT BILL 2013 
Second Reading 

Resumed from an earlier stage of the sitting. 

HON KATE DOUST (South Metropolitan — Deputy Leader of the Opposition) [5.08 pm]: Before question 
time we were talking about the lack of transparency and accountability that this government has demonstrated 
over the last five years, particularly in the space of energy, and we are now seeing all the chickens come home to 
roost with this legislation. In my opening remarks about the bill I talked about the concerns articulated over the 
past four years in the media by a range of senior players and industry representatives in the energy marketplace 
about why they did not understand why the Premier constantly raised this issue and why the government would 
seek to turn back time and re-merge these two energy entities. I note with interest that we have a new minister 
and that Minister Collier no longer holds the portfolio. I must say that I think new Minister Nahan probably did 
not realise what he was taking on and he has been handed the two very difficult portfolios of finance and energy.  

Hon Sue Ellery: Couldn’t happen to a nicer guy! 

Hon KATE DOUST: I am sure that is the case. 

Now he has to mop up all of the mess, the problems and the difficulties. We have to remember his background; 
alongside the Premier he is a great supporter of the private sector—I think they would like to privatise almost 
anything that moves. If the government is looking to re-merge Synergy and Verve, and the Premier has not 
articulated what that decision is based on, one has to ask what happens next. Courtesy of an article in The West 
Australian on 11 April 2013, we can see where things might go next. Dr Nahan publicly indicates that further 
changes may occur down the track. Blind Freddy could work out that changes could involve privatising the new 
entity. The 11 April article, titled “Re-merged Verve/Synergy ‘to exit industry’: Nahan”—if that does not send 
up a red flag—states — 

But Dr Nahan did flag possible changes to the capacity payment system that has been a major attraction 
for private firms, raising question marks about continued private investment in WA. 

He ruled out privatisation of Verve or Synergy in this term of Government, but said Verve would be 
expected to work its stations harder and flagged a retreat of the Government from power generation. 

For members who like to watch what happens in the other place, this minister likes to pose questions to himself. 
The article states — 

“Do I think the State will slowly exit generation? Yes,” he said.  

That is the minister’s style. He puts a question to himself and provides a response. 

Hon Ken Travers: I wish we could get responses from him. 

Hon KATE DOUST: I certainly cannot. I had a lovely, or not-so-lovely, discussion with him today. I tried to 
get answers from the minister about the Building Management and Works subcontractor fiasco, but he will not 
provide me with answers. He is not transparent and not open, but on this occasion, he provided an answer to 
himself; he is prepared to talk to himself and make sure he knows what is going on. The article continues — 

“Do I think the State will slowly exit generation? Yes,” he said. “Wasn't that the whole purpose of the 
disaggregation? 

“We need a market where the State gets out of generation, but the market isn’t just private operators 
supplying energy to Synergy but taking more of the market risk.” 

The minister is already flagging that when this bill has gone through and the two entities are re-merged, the 
government will effectively fatten up the calf and take it off to market. That is what Minister Nahan is flagging 
for the future of the newly created entity. Before we even get it out of this place, he is already talking about 
flogging it off. That is the government’s agenda. We know that Premier Barnett, the great privateer, and this 
minister, who could be called a classic economic rationalist, have this hidden agenda. It is the agenda that they 
have not been open and transparent about with the community or with industry. It is the real intent and purpose 
of this legislation.  

The article elicited a response from industry, which has come out and made comments. I wish industry would 
come out more strongly than just making comments in the media. I think industry should use every tool in the kit 
if it does not agree with this legislation. It should come out strongly and get its members to see the Premier. It 
should loudly articulate its concerns because I do not know what it will take to shift the Premier’s view on this, 
and I cannot see it happening at this point in time.  
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This matter was not canvassed in the public arena leading up to the election. It was not something that mums and 
dads talked about around the barbecue leading up to the election. It was not canvassed loudly at last year’s 
Chamber of Minerals and Energy Christmas function or the Chamber of Commerce and Industry of Western 
Australia drinks on Hay Street, because the Premier did not put the issue out there for public debate; it was 
muted. It was a big shock to industry and consumers that the government intended to introduce this legislation 
and it was also a surprise to the bureaucrats involved. We know from the media, which seems to be the only way 
that this government communicates or we find anything out about it, through doorstops, articles in The West and 
interviews on 6PR. An article in The West titled “Merger move a surprise to bureaucrats”, dated Friday, 12 April 
2013, states — 

The decision to bring together the entities to recreate a dominant government-owned generation and 
retail company at the centre of WA’s electricity market was not canvassed in the lead-up to the March 9 
State election and was not spelt out in the Liberal Party’s energy policy. 

We know that and we know that the minister of the day, Hon Peter Collier, put into the public arena the strategic 
energy initiative, which did not mention a re-merger of these entities; even the minister did not have that 
information. The article continues — 

It had also been ruled out by the then energy minister Peter Collier in August when he launched the 
Government’s 20-year energy blueprint for WA. 

The West Australian can confirm that no work was commissioned from the Public Utilities Office, the 
unit inside the Department of Finance responsible for advising the Government on energy policy, before 
August. 

We have no policy, the minister has ruled it out and no work has been given to the individuals with the technical 
knowledge to provide advice to the government on whether this is a good idea. None of these things happened. 
There is nothing set out in the 20-year blueprint, which is the energy initiative strategy that this government has 
talked up ever since it gained power in 2008. Given the constant debate and toing and froing of the Premier, one 
would have thought this issue would have featured in some way in that document, which covers the next 
20 years. But it does not. One has to ask, where did the idea come from? It did not come from Hon Peter Collier. 
It did not come from Public Utilities Office. It came from the Premier. It is another thought bubble. We have 
seen the continuation of that thought bubble. 

Hon Ken Travers: We could probably save some money by just abolishing the cabinet. 

Hon KATE DOUST: Have the one-man show. Is that not called a dictatorship? Would that person be called an 
emperor? 
Hon Ken Travers: You probably could; you could give him a palace. But it would save an awful lot of money. 
Why are we paying these ministers if they are not doing anything? 

Hon KATE DOUST: I do not know. Maybe that is a question that the Premier asks when he has to go out and 
make these decisions all by himself.  

Hon Ken Travers: You need someone to blame when they go wrong though. 

Hon KATE DOUST: That is right. There has to be someone to sack.  

In the article, Mr Barnett is quoted as saying he would not answer any questions at this time. Post-election this 
year and there has been nothing about this issue in policy, in the energy strategy, no work done on it by the 
policy unit and the Premier has refused to answer questions about it. The article goes on to state — 

Energy Minister Mike Nahan, a 20-year advocate of privatisation, admitted he came into the portfolio 
“sceptical” about the merits of merging the companies but “I’ve been in this job for now two weeks and 
come across a number of reasons for it”. 

I reckon one of those reasons would be the boss—the Premier. The only reason that he would change his view so 
dramatically and so quickly would be that his leader told him what he wanted him to do and what had to happen. 
It is fairly evident that that happened, given that no other work was done. 

From that article we also understand that there was a letter. In the debate in the other place there was extensive 
discussion about this document. Articles quote the Premier on the letter from the CEOs of Synergy and Verve. 
The Premier said that they had essentially given him the go-ahead to do this and that it was a good idea. We 
know now that that was not the case at all. One of my colleagues may talk about this at some point. If members 
think back to the articles from which I have quoted, there was a flurry of activity about 12 months out from the 
state election. There was negative comment from industry, which had obviously heard about discussions with 
both boards. The statement that stands out quite clearly in the 30 March letter from Verve and Synergy, which 
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was after the discussion with Mr Peter Oates and a meeting with the chairman and the managing directors, is the 
following —  

…the Boards are willing to co-operate with the Government and would welcome the opportunity to 
research, design and implement a merged entity, should the Government choose to proceed with the 
merger.  

They were saying that if the government was really serious about a re-merger, it should do what needs to be 
done—that is, the research, the analysis and the groundwork. They go on to say —  

At this stage however, the Government’s key objectives for the proposed merger are not entirely clear 
to us.  

Twelve months out from the election, Verve and Synergy do not understand why the government would want to 
bring them back together again. They certainly did not understand, based on the letter, why the government 
would proceed without doing analysis and groundwork. Obviously, the Premier read that in a different way and 
thought it was the big green light to proceed with the change. A raft of other media after that period refers to the 
problems associated with the proposal. I will not go through all of it. It is fairly evident that after more than five 
years of the Liberal government, the Premier constantly says something contrary to that of his minister and 
constantly raises an issue that goes against all the research that the government pays for and the 
recommendations that the government is meant to look at. 

Hon Ken Travers: It goes against the Carnegie report from 1992, in fact. 

Hon KATE DOUST: I am sure Hon Ken Travers will talk about that.  

It goes against the advice of people working in the industry—people who have built up hands-on technical 
experience and an understanding of how the energy market in our state, and other parts of Australia, currently 
works and how it could work in the future. It goes against the interests of the organisations that would like to 
invest in our state, grow business and create jobs and opportunities for Western Australians. The Premier, 
because of his narrow view on how the world should work, is not interested in taking on board the advice from 
experts, be that advice from the Chamber of Commerce and Industry of Western Australia or Lyndon Rowe from 
the Economic Regulation Authority.  

I will talk about an email that I received from a person who works in the industry, Mr Ky Cao. Ky Cao works for 
Perth Energy. Over time he has been consistent in his views about what is needed in this state to increase activity 
in the energy market. He has consistently railed against a re-merger. With intelligent argument and analysis he 
has said why we should not go down the path of re-merging the two entities. A little bit like Mr Nicolaou, Mr 
Cao is certainly not afraid of speaking up and putting his view to the Premier or the minister. I am pretty sure 
that all members would have received the same email from Mr Cao. He refers to the Electricity Corporations 
Amendment Bill and attaches a short summary of the issues associated with the merger and why the government 
should not go down the path of a merger. I will go through a couple of his points. The document he provided, 
which is headed “Verve–Synergy Merger, Where To From Here?”, was written in October 2013 and is quite a 
good document. For those who are new to the chamber, I encourage them to read it because he provides in detail 
a good explanation about the Western Australian electricity market and how it is structured. He refers to current 
bilateral arrangements between Verve and Synergy, the annual savings there would be with competition in the 
marketplace and to tariffs and costs of supply. It is a good guide to the energy market in Western Australia. One 
section headed “Sovereign Risk And Electricity Monopoly Tax” specifically refers to the Verve and Synergy 
merger. Page 5 reads —  

The Verve–Synergy merger will drive up supply costs substantially in the future due to 1) sovereign 
risk, and 2) monopoly practices.  

As Synergy holds 80% of the total SWIS market and almost 99 % of total customer accounts, locking 
up Verve’s capacity to Synergy permanently will again consolidate Synergy as the monopoly power. 
The Government cannot recreate a State owned monopoly supplier, continue to hand-cuff the 
million small businesses and mum and dad consumers to that monopoly, raise tariffs every time 
the monopoly blows out its costs, and call that beneficial to the public.  

That is a very apt summing up of what can be seen as a negative outcome of the change we are dealing with. He 
refers to what happened with the introduction of the “Strategic Energy Initiative: Energy 2031”, which is the 
blueprint for Western Australian energy for the next 20 years. He goes through all the different things that it 
talks about and states —  
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The SEI talks about competitive market, not re-monopolisation or re-nationalisation of the industry 
through a Verve–Synergy merger.  

Again, it is noted that there was no discussion in the very significant blueprint that the government made such a 
hue and cry about and that took an extended period to consult and draft and get out to the public. There was 
nothing about that matter we are dealing with today. He goes on to state —  

Shortly after the election, the Government announced the merger without any policy goal, consultation 
or homework to make a case for it. This is Sovereign Risk Writ Large.  

The fact that the Government had gone to great length to camouflage its intention at the election shows 
it knew the merger would never have been supported by the public. Australia frets over Chinese state 
owned enterprises taking a dominant position in local commercial projects, and here we have a State 
Government misleading the public and recklessly damaging an entire industry to project State utilities’ 
market power.  

It refers to how there was no research or consultation—certainly none that we are aware of—with the minister 
and other key players. Another article refers to a gathering—the minister made an announcement prior to the 
election—at which leaders in the energy market would be able come together from time to time to talk about the 
issues. I do not believe this matter went to them either. On page 6 of the document, Mr Cao refers to state 
finances —  

Energy industry reform has brought $4 billion of private sector investment into the SWIS since 2004–
05. But with the Verve-Synergy merger, there is a real risk that WA taxpayers will have to foot the bills 
directly or indirectly for all new and replacement generation capacity and network upgrades in the 
future. One-third to half of Verve’s total capacity will need replacing in the next 10-12 years.  

He goes on to state, at page 7 of this document —  

No matter how “competitive” the Government tries to make the generation market to be, the end 
consumers will see little benefit if 1) the “private” generation is actually State backed through long term 
contracts with the State utility, 2) the State utility is vertically integrated, 3) the State utility is a 
monopoly or dominant player in the market, and 4) there remains a captive (franchise) market.  

These are among the key reasons why WPC was broken up vertically into Verve and Synergy, with a 
moratorium on Verve being able to retail and Synergy being able to engage directly in generation.  

Looking ahead, the WA Budget is constrained. With the merger, the Government will have to prepare 
to spend $ billion in the next decade on new and/or replacement capacity and network upgrades.  

I encourage members who have not looked at that document to read it. He provides a raft of information. In his 
conclusion he says — 

In WA, there seems to be total confusion about the direction of energy policy. This is evidenced in the 
lack of transparency in the process resulting in the shock Verve–Synergy merger announcement. The 
rush to effect the merger by the end of 2013 without a stated vision or business case or mitigation 
program regarding Synergy’s market power shows the Government is confused about what its end goal 
is. On the one hand it says it favours private sector investment to lower electricity costs but on the other 
hand it is pushing ahead with a merger that has been universally condemned by industry and consumer 
groups and the ERA.  

That is plain English; it sets it all out and goes through all the matters that have been canvassed by all the other 
players. It sums up beautifully the problems. I come back to the fact that we are being asked to accept this 
significant change and reinvent the wheel without knowing what is in the business case. This government is not 
being transparent and open; it is not providing the level of detail we expect with this type of legislation.  

Hon Ken Travers: Hear, hear!  

Hon KATE DOUST: This bill is not making a simple change. It is not like the taxi bill we dealt with the other 
day. 

Hon Ken Travers: It’s serious. 

Hon KATE DOUST: It is a very serious bill. There are bills that are relatively simple and straightforward. 

Hon Helen Morton: Are you saying the taxi bill is not serious?  

Hon KATE DOUST: I did not say that at all; I said it is serious but it is a different type of bill.  
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Hon Ken Travers: It wouldn’t need the same detailed commercial modelling we would expect with this bill. We 
got some modelling —  

Hon KATE DOUST: That is right.  

Hon Ken Travers: We expect some modelling but we did not get any information.  

Hon KATE DOUST: No. We are being asked to agree with it and support it. But we will not do that because we 
believe we should have all the facts in front of us. The government should articulate how it reached this point. It 
should explain to us the modelling. How did the government model it; what are the costs?  

Hon Darren West: Some people in the industry agree with the taxi bill. 

Hon KATE DOUST: We are not dealing with that until Thursday.  

Several members interjected. 

Hon Ken Travers: I am worried that by Thursday all the answers to the taxi bill will have changed again!  

Hon KATE DOUST: We are still on clause 1. 

I encourage members to read this document. Mr Cao has done substantial work on all the elements in the market. 
This is a very good educational document. He puts his arguments very clearly for why we should not re-merge 
these two entities.  

Hon Ken Travers: It’s a very good paper.  

Hon KATE DOUST: It is a very good paper. From discussions I have had with him over an extended period he 
has held the same view. Ever since the change of government he has been very clear in his arguments for why 
this is a bad decision; why it is a wrong call by this government. That the government cannot back it up with 
detail should be of concern to everyone, even to the government members’ colleagues in the National Party who 
will vote in favour of this bill. They should do their own investigation and work out how the re-merger will 
impact on them. There are issues that will impact on rural and regional areas, which I will come to later.  

Hon Stephen Dawson: They are never here.  

Hon KATE DOUST: Have they finished their ministerial vote yet?  

Hon Stephen Dawson interjected. 

Hon KATE DOUST: I encourage all members to get their head around that article because I think it is very 
good. It pulls together all the concerns that have been expressed over an extended period by all the major players 
in the industry. If the government cannot take that on board, it is a serious problem.  

The other matter we need to discuss is that of regulations. This bill is a substantial work that seeks to amend the 
Electricity Corporations Act. Members of the opposition had a briefing yesterday that took us through a 
document that was provided to us. It is more about the regulations and the Australian Competition and Consumer 
Commission. As with the business case, we are told, “Just trust us, everything will work out; it’ll be fine.” I think 
we were told yesterday that the first draft of the regulations will come through any day now.  

Hon Peter Collier: Yes, I think so.  

Hon Ken Travers: When the Premier has signed off on them.  

Hon KATE DOUST: That is right; when the Premier is happy with them. I know the minister likes to make sure 
all the t’s are crossed and all the i’s are dotted.  

Hon Ljiljanna Ravlich interjected.  

Hon KATE DOUST: I am being nice. 

Hon Peter Collier: It’s not in her DNA. 

Hon KATE DOUST: It is in her DNA; she is a lovely person.  

Hon Ken Travers: Hon Ljiljanna Ravlich is lovely. You just got on the wrong side of her, that’s your problem.  

Hon Peter Collier: Is there a good side there? 

Hon Ken Travers: Absolutely.  

The DEPUTY PRESIDENT (Hon Alanna Clohesy): Order! Hon Kate Doust has the call.  

Hon KATE DOUST: I know; we were getting a bit distracted. Given the nature of this change, when we go into 
committee the minister can expect a raft of questions around each clause because we want to know the 
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government’s real intentions. How will the government manage this change if the bill is passed? We cannot find 
all that detail because it has not been provided.  

Several members interjected.  

The DEPUTY PRESIDENT: Members! You are distracting the speaker.  

Hon Ken Travers: We were discussing the broadest acceptance of the loveliness of Hon Ljiljanna Ravlich 
around the chamber. 

Several members interjected.  

The DEPUTY PRESIDENT: Members! While I agree Hon Ljiljanna Ravlich is lovely, I would prefer to hear 
at this stage the speaker who has the call, Hon Kate Doust, thank you.  

Hon KATE DOUST: Thank you, Madam Deputy President. I must say that I am very easily distracted at the 
moment. I am a very happy parent; I am currently organising a wedding for my eldest daughter, who got 
engaged on Friday.  

Hon Stephen Dawson: Congratulations! 

Several opposition members: Hear, hear!  

Hon KATE DOUST: When I entered this place, she was only nine years old, and she turns 22 on Friday and 
will get married on 8 March and is going to live in San Francisco. 

Hon Ken Travers: That’s International Women’s Day. 

Hon KATE DOUST: It is too. I am currently thinking about florists, venues and churches while trying to focus 
on this. I am very easily distracted today, so it might take me a little longer to work my way through this 
legislation.  

As I say, it is a real concern that we have not been able to see the detail that is tucked away in these regulations. 
Although this government has talked about being up-front about transparency and accountability, as I said 
earlier, time after time bills coming to this place do not contain much information. It is hidden in regulations and 
that makes it harder for us in this chamber to analyse and assess whether the changes are appropriate. Obviously, 
these matters will be canvassed as we go through the bill in committee.  

A range of other public comment has been made about this legislation. It has certainly grabbed the media’s 
attention over the past few weeks. Part of the reason for that is the sideshow that has erupted around the issue of 
the letter and the veracity of the Premier’s responses about when certain events happened. I listened to some of 
the debate and how the Premier fashioned his responses. It reminded me of the comment he made, I think during 
the election campaign during a radio interview, when he said, “Is it an FM promise or not?” 

The Premier certainly treats the community with disdain.  

Hon Ken Travers: He certainly treats promises with disdain. 

Hon KATE DOUST: Absolutely. A promise is not worth the paper it is written on with this government and 
this Premier. They make all these promises to make themselves look attractive, and they then say, “Too hard. 
Too bad. It’s not going to happen.”  

Hon Ken Travers: An FM promise! 

Hon KATE DOUST: That is right; it is an FM promise.  

The Premier also comes out with the line, “Just trust me”. In this short period of time with this new government, 
members of the community and people in business are starting to challenge that line of “Just trust me.” People 
are starting to ask whether they can really trust the government when it keeps breaking its promises and it keeps 
introducing changes that it cannot demonstrate have been properly costed and accounted for. 

I want to talk now about the Oates review. That review was commissioned by the government in either late 2008 
or early 2009. The report of that review is titled “Verve Energy Review August 2009”. This is an important 
report to look at, given that the government is still asking Mr Oates to provide advice and that Mr Oates has been 
working quite closely with the government and the current Minister for Energy on this issue. Although the Oates 
review considered the option of a re-merger of Synergy and Verve, it did not make any recommendations. After 
that report was made public, Minister Collier said that the government would not be proceeding with a re-merger 
of those two entities. That decision was met with acclaim. It was a welcome decision by the government at the 
time,  

Hon Ken Travers: He spoke too soon! 
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Hon KATE DOUST: Yes. The poor minister was probably making that statement and the Premier was going 
out through another door and saying something totally different. Who is to know? 

Hon Ken Travers: This is the minister who is overseeing cuts to the budget of every school in this state, just 
about, and saying that is an increase. 

Hon KATE DOUST: Yes. 

Pages 10 and 11 of the report set out the two options quite well. Option one was to retain the two utilities as 
separate entities. That was obviously the option that was attractive to the government at that time, and that was 
the option that was put into the public arena and accepted. As I said earlier today, when this press release came 
out, a lot of the energy players thought, “That is the end of it. We can now start to plan for the future and talk to 
our investors about how we can bring some dollars back into the Western Australian energy market.” Option two 
was the re-merger of Synergy and Verve. The report states at page 11 — 

There would be some savings associated with the amalgamation of support functions estimated at 
$5m per year. There may also be some benefits available through the operational optimisation of the 
merged entity’s expanded generation portfolio which would comprise Verve’s assets and Synergy’s 
contracted generation 

As I said earlier, I would hate to think that we are looking at this re-merger proposition only so that the 
government can save $5 million a year. Given all the cuts that this government is making, that is a paltry saving.  

I urge members to look at this report. I do not think there is anything in the report that spells out clearly any 
outstanding benefit to anyone in the industry, to consumers, or even to the government, from this change. There 
is nothing in option two that says it is a great idea to re-merge these two entities. That was accepted by the 
government at the time, and that is why the minister of the day said the government would not go down that 
path. That should have been the end of the story. The minister should have been able to say that this issue would 
not come up again. But unfortunately the minister has a leader who has demonstrated time and again that his 
view is the only view.  
The report states at page 13 — 

It is considered that a merger will ultimately give the State greater control over the industry, although it 
would generally be expected to reduce competition and result in a greater level of State sponsorship and 
risk capital support. 

However, even with that advice, years later, the government is going down this path. Why? What has changed to 
encourage the government to take up that option? 
The report goes on to state — 

Retaining separate entities and adopting policies which promote increased retail competition while 
maintaining an environment where wholesale competition is becoming effective should, in the medium 
term at least, provide for an ongoing reduction in the level of State sponsorship and risk capital 
support—while providing a security mechanism for procuring capacity in the currently constrained 
capital market. 

On the one hand, it is saying that if we go down the path of a merger, it will reduce competition; but, on the other 
hand, it is saying that if we keep things as they are, we are looking at a range of different and possibly better 
outcomes in that marketplace. Maybe the Premier did not read the Oates report. I do not know. I hope the 
Premier did read the report, given that he spent so much of taxpayers’ money on getting that report done. 

The report talks at page 15 about protection of the state’s credit rating. We all know what has happened to the 
state’s credit rating, do we not, Hon Ken Travers?  
Hon Ken Travers: Yes, it has gone down! We have lost the AAA! 

Hon KATE DOUST: That is right. It has gone down. This report was tabled in 2009—it is looking to the 
future—and it states — 

To minimise new Government commitments and therefore exposure, it is necessary to provide a well 
designed and effective market environment which is consistent, stable, fair and transparent. It is 
important that State owned entities are not afforded undue protection, are competitively neutral and, 
where associated with a protected part of the market, the rules and policies are consistent and well 
communicated with constraints designed to promote private entry. 

I do not think that is the model that has been put forward today. I do not think those are the options that are being 
looked at for our energy market in Western Australia today. Given the problems we have had recently with the 
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state losing its AAA credit rating, I will be interested to see whether the minister can explain to this chamber 
how this re-merger will assist the state to get back its AAA credit rating. I doubt very much that this re-merger 
will fix that problem. This report in 2009 talked about the state’s credit rating, and now in 2013 we have to deal 
with the loss of the state’s AAA credit rating and the flow-on negative impacts with the cuts and losses that we 
are facing in a range of areas. The cutbacks in schools that I spoke about earlier is an excellent example of how 
this state now has to pay for the poor policy decisions of this government.  

I have not talked in detail about the actual clauses of the bill, and I do not intend to raise specific issues now.  

We did not get a briefing specifically about the legislation; I asked about that, but I understand that a briefing 
was provided a few weeks ago to Assembly members. There seems to be a bit of a trend happening in this term 
of government that when a minister in the other place introduces a bill and offers a briefing, they seem to think it 
is for everyone. It has always been the practice in this place, as the Leader of the House would appreciate — 

Hon Peter Collier: Give me an example of when you have not been able to get a briefing. 

Hon KATE DOUST: Yesterday. I walked into that briefing, thinking it was going to be just about the 
legislation, but it ended up being more about the Corruption and Crime Commission and proposed regulations. 
When I asked about the briefing on the legislation I was told that it had been provided some time ago; I replied, 
yes, but not for us. I was told that some members of this chamber had attended; I do not know who they were. 
But we have always had the situation in which, if the bill is second read in the other place, we have a separate 
briefing because we cannot predict what the bill will look like when it gets to us, or the passage of time. That has 
worked regardless of who has been in government. 

Hon Peter Collier: If you have an issue with the briefing, then you ask. 

Hon KATE DOUST: I am; I am letting the Leader of the House know right now, because I did not have a 
chance to before. That is why I am saying that it may take us a little bit longer to work through Committee of the 
Whole so that we can go through questions that we might have canvassed during the briefing. 

I also found it a little odd that when the bill was read in the other place, it was an extended second reading 
speech by Minister Nahan. It was probably about four and a half pages of detailed information, but when the 
second reading speech was made in this place on behalf of the Minister for Energy, it was little more than one 
page. I wondered whether we were getting the “For Dummies” guide to the bill! 

A government member: No, we just respect your understanding of legislation. 

Hon KATE DOUST: I do not think that is the case. Why did the government seek to cut out the detailed 
information that had been provided in the second reading speech in the other place? I just think it is rather odd 
that we would have two quite different speeches for the one bill. I would be interested to hear an explanation for 
why we were provided with a much shorter and less detailed second reading speech. I am sure the 
Leader of the House would be able to provide that answer. 

Hon Ljiljanna Ravlich: He must know something. 

Hon Peter Collier: Look in the mirror. 

Hon KATE DOUST: Be nice. 

Hon Ljiljanna Ravlich: Well, explain it. You’re the minister. 

Hon Peter Collier: I will. 

Hon Ljiljanna Ravlich: Useless as you are. 

Hon Peter Collier: I rest my case. 

Hon KATE DOUST: I know, it is getting close to dinner and some people need a bit of sugar. 

There is one issue that I will canvass now because I think it is quite interesting. Aside from the re-merger 
proposal, I understand that there is a whole range of other amendments to the Electricity Corporations Act, and 
that one of them is about where the chief executive officer of Horizon Power will be housed. I know that 
Horizon has a substantial office in Bentley Technology Park, with a substantial number of people—300 or 400 
people working out of that office. 

Hon Peter Collier: Less now. 

Hon KATE DOUST: Less now? I am sure that by March next year there will be a lot fewer than there are now. 
Horizon is based there; I visited Karratha when Rod Hayes was CEO, and I know he lived in Karratha. 
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Hon Peter Collier: Part of the time. 

Hon KATE DOUST: Part of the time; that is right. 

Hon Ken Travers: His permanent residence was in Karratha; that was required under the act. 

Hon KATE DOUST: That is right. In fact, we know that in 2007 there was some discussion about bringing the 
CEO to the city. 

Hon Ken Travers: This could be why the National Party have cut and run on urgent parliamentary business. 

Hon KATE DOUST: I am hoping National Party members are going to my function for Asbestos Awareness 
Week. 

We know that that was a contentious issue in 2007—the potential for moving the CEO from a regional area back 
into the city. We know that because the then shadow Minister for Regional Development, Hon Nigel Hallett—
who is obviously away on urgent parliamentary business—made some quite strong remarks about the potential 
for this change. I had to look at the face on the press release and ask myself who it was, but I now realise it was 
actually Hon Paul Omodei, who was the Liberal Party leader at the time. I cannot remember whether he was 
leader number two or three after Mr Barnett was there the first time — 

Hon Ken Travers: Let’s remember: Buswell rolled Birney first and then got Omodei in, and then he rolled 
Omodei to get himself in. 

Several members interjected. 

The DEPUTY PRESIDENT (Hon Alanna Clohesy): Order! 

Hon KATE DOUST: Anyway, I doubt there will be much discussion on this bill from the backbench, which is a 
real shame, because I think Hon Nigel Hallett has a contribution to make on this issue, based on the comments 
he made in a press release of 1 November 2007, headed “Horizon Power CEO Must Be On The Ground In 
Regional Western Australia”. The press release reads — 

The Carpenter Government has shown its contempt for the people of regional Western Australia with 
moves by the Office of Energy to amend the Electricity Corporations Act 2005. 

The proposal removes the requirement for Horizon Power’s CEO to live in or near the company’s Head 
Office — currently located in Karratha. 

Shadow Minister for Regional Development Nigel Hallett — 

It is a real shame that he peaked as shadow Minister for Regional Development — 

said the proposed amendment makes an absolute mockery of the Office of Energy’s stated commitment 
to improve service levels and infrastructure delivery to regional areas not serviced by the South West 
Interconnected System. 

“The Office of Energy states that Horizon Power’s Head Office must be located in a regional area not 
serviced by SWIS (South West Interconnected System) and that the ordinary place of residence of the 
CEO be in or near the town where the Head Office is located, in this case, Karratha. 

“This was an excellent initiative, however, as seen many times in the past, this Government is now once 
again breaking promises … 

Well, that sounds familiar—breaking promises! That is what this government does. 

Hon Ken Travers: But we didn’t. 

Hon KATE DOUST: No, we did not, actually. The Carpenter government did not break its promise; it kept the 
CEO in Karratha, so that must have made Hon Nigel Hallett very happy. He would have seen it as a great win to 
keep the CEO of Horizon in Karratha. 

Hon Ken Travers: We should delete that clause to give him an opportunity to express himself! 

Hon KATE DOUST: Yes. 

I look forward to Hon Nigel Hallett making a contribution to this debate, because he put out a very long press 
release on this issue in 2007, so he was obviously very upset about the proposal at that time. Now, his very own 
government is seeking to do exactly the same thing in 2013. I am hopeful that Hon Nigel Hallett will take up the 
option that Liberal Party members have and cross the floor to side with the opposition to vote that clause down. I 
am hoping that when we get to debate these matters in Committee of the Whole, Hon Nigel Hallett will have the 
opportunity to condemn the government for trying to remove the CEO of Horizon from the regions to the city. It 
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would be interesting to see Hon Nigel Hallett on his feet, speaking to this bill. That would be a challenge for 
him. 

We will talk about that matter in more detail, but I seriously hope that members of the National Party, who are 
unfortunately not able to be here because they are away on urgent parliamentary business, will also take up this 
issue and speak against the government’s proposal. I imagine that the new member for Pilbara, in particular, 
Hon — 

Hon Peter Collier: Brendon Grylls.  

Hon KATE DOUST: That is it; I had forgotten him already! I imagine that he would be really keen to keep the 
CEO in Karratha. I hope that when those members return to the chamber after dinner, they have the opportunity 
to say to the government, “No, you’re making the wrong decision; this is a bad decision”. The opposition knows 
that this whole bill is based on a bad decision, that it is the wrong call, and that it is not going to deliver 
outcomes to the community or to industry. 

Sitting suspended from 6.00 to 7.30 pm  

Hon KATE DOUST: Before the meal break, I was talking about the press release Hon Nigel Hallett put out in 
2007. It is unfortunate he is not yet able to join us, but I am hopeful that at some time he will put on the public 
record his displeasure and dismay at his own government’s efforts to do in 2013 the same thing that he purported 
Labor would do in 2007, which it did not do. I look forward to his participation in the debate. I certainly look 
forward to him standing by his convictions and joining the opposition to vote against that particular clause of the 
bill. I also mentioned that the opposition would be interested to hear the National Party’s views on the Liberal 
government’s efforts to remove the CEO from Karratha and base them down in the city. That is where I had got 
to prior to dinner. I just wanted to refresh that in my mind.  

Before the meal break, I had started to talk generally about some of the issues in the bill. As members know, the 
bill is focused on re-merging two utilities. Through regulations, the government is trying to ring-fence generator 
activities from retailer activities—regulations that we have not seen and will not see, and the opposition has been 
told to take that on trust. Quite frankly, that is just not good enough. Given the history of this government, there 
is a not lot of trust in the room for how the government manages its business.  

I recap where the house started on this bill. There is a long history of electricity market reform in this house. It 
goes back to the Court government when its reform was initiated by the then energy minister, Hon Colin Barnett, 
the current Premier. That was followed up during the time of the Gallop and Carpenter governments, which 
recognised that the model was not perfect and could have been tweaked. We know that during the first term of 
the Barnett government, as a result of the Oates review, some significant changes were made to the vesting 
arrangements and market rules. There has been some change in the electricity market over time, and one would 
have expected that to continue. I also note that during the first term of the Barnett government, the Premier used 
this matter to continually distract our attention from other issues by constantly piping up about the potential re-
merging of the two entities the house is dealing with today. As I have pointed out to members this evening, 
strident and clearly articulated opposition has come from industry and a range of experts in the field for why we 
should not go down this path. Unfortunately, the Premier is deaf to the calls to desist from this process.  

Without any fanfare, we now have this bill before us. I am sure we will spend a bit of time going through the 
detail of each clause in Committee of the Whole, but the opposition believes that the government should not 
proceed with this legislation. The Premier has not been able to spell out clearly for the opposition the long-term 
benefits for the state. Given that the government cannot produce a finished business plan and cannot explain the 
costs and benefits of this change, the opposition is very suspicious about what will happen once this legislation is 
passed. I refer members to the articles in which the current Minister for Energy, Minister Nahan, is already 
alluding to ideas of privatising the newly formed re-merged entity. If that does not set off alarm bells for 
members sitting in this chamber, I am not sure what else would wake them up.  

I know some of my other colleagues are enthusiastic to talk about this bill. This matter is a very good example of 
how this government has misled the community of Western Australia and the energy industry on what it will do 
in this space, which includes the constant toing and froing about will they or will they not, the amount of 
confusion it has created in the past few years, the capacity to drive away private investment in Western 
Australia, and the potential for reduced competition in the market. A lot of negatives attach themselves to this 
legislation and the opposition is yet, if ever, to be convinced that turning back the clock and re-merging these 
two entities will benefit the industry or the consumer.  

HON LJILJANNA RAVLICH (North Metropolitan) [7.38 pm]: I rise to oppose the Electricity Corporations 
Amendment Bill 2013 because there is no compelling reason for these two entities to be re-merged. The biggest 
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question is why the government is going down this path and why it is taking the action that it proposes to take. 
There has certainly been no compelling reason given to WA taxpayers or to the house for the re-merger. The 
simple fact is that so far no explanations have been given on why the government has embarked on this course of 
action. Having said that, I took the liberty to look at some information on where we left Synergy, in particular, in 
2008 and 2009 compared to the current position of Synergy, as outlined in the Synergy annual report of 2012–
13, which contains some interesting information.  

I also noted a couple of things in ministerial directions given to both Synergy and Verve in the 2012–13 annual 
reports. I will quickly take the house back to the 2008–09 annual report by the chairman of Synergy, which 
refers to delivering results. Synergy recorded back at that time an after-tax profit of $89.2 million, which was a 
significant improvement on the previous financial year, 2007–08. The report goes on to outline a number of 
reasons for that. In 2008–09 Synergy made a profit of $89.2 million. Then we fast-forward to 2012–13. Guess 
what? The profit in 2012–13 fell to $1.7 million. Synergy went from a profit of $89.2 million, which is where the 
opposition left this organisation back then, to a profit of $1.7 million. I am assuming that the 
Leader of the House is handling this bill; am I right? 

Hon Peter Collier: Yes. 

Hon LJILJANNA RAVLICH: It would be very good if when the Leader of the House rises to respond he 
explains to this house the reasons for this. I think this might in some way be part of the puzzle that we are trying 
to put together. Quite frankly, the Minister for Energy has managed to drive this organisation into the ground—a 
profit of $1.7 million! From my detective work, I note that the Leader of the House also gave two ministerial 
directions in the energy portfolio — 

Hon Robyn McSweeney: Super sleuth! 

Hon LJILJANNA RAVLICH: Super sleuth, yes! 

One ministerial direction was given in the energy portfolio for the reporting period ended 30 June 2013. It is the 
same reporting period for both Verve and Synergy. I will go to the Verve one. A ministerial order and direction 
was given during that reporting period, which states — 

In addition to those disclosed in other sections, the Corporation received a Ministerial Direction on 
26 September 2012 which requires the Corporation to reduce its operating expenditure over the four-
year forecast period between 2013 and 2016. 

I ask the Leader of the House whether he would be good enough to provide the house with the actual ministerial 
direction. This might assist the house to have a better understanding of what is going on behind the scenes and 
what might be the driver for the reform legislation that we currently have before us. That is, Leader of the House, 
the ministerial direction outlined in the reporting period ending 30 June 2013 for Verve. 

Then going to the Synergy 2012–13 annual report, a section on page 19 deals with ministerial directions, and 
states — 

In accordance with the reporting requirements outlined in Division 4 of the Electricity Corporations Act 
2005 (WA), Sections 110–114, Synergy can confirm that it received a ministerial direction during the 
reporting period, relating to board decisions prior to the merger between Synergy and Verve Energy. 
The direction was not effective until after the end of the reporting period and had no financial impact on 
Synergy during the period. 

It would be very good if the Leader of the House would provide the house with a copy of that ministerial 
direction so that we can better understand why that direction was given, what the direction contained and 
whether it in fact has anything to do with the bill currently before us. 

Hon Peter Collier: It would have been tabled but I will get it for you again. 

Hon LJILJANNA RAVLICH: Just get it for me; it is not hard; just ask somebody to get it for you! 

Several members interjected. 

Hon LJILJANNA RAVLICH: The Leader of the House has all the resources of government. I have just got 
myself. I can only do as much as I can do and I am doing my best with what little I have. 

Hon Peter Collier: You could always ask the Clerk. 

Hon LJILJANNA RAVLICH: We do have some issues here that need some clarification. They may explain in 
part some of the underlying reasons why this re-aggregation of Synergy and Verve is occurring—I do not know. 
However, I think, given that Synergy has been driven into the ground and made a profit of only $1.7 million last 
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financial year, if we were to offload it in due course via an asset sale to the private sector, we would not get very 
much for it. 

Hon Peter Collier: We changed the vesting contract. 

Hon LJILJANNA RAVLICH: The Leader of the House can explain all that. 

Hon Peter Collier: Do your homework, for goodness sake! 

Hon LJILJANNA RAVLICH: If I had been briefed on the bill instead of something else, there might have 
been a different contribution from me. But the fact is that I made the time, I attended the briefing and was briefed 
on something that was related to the bill but was not directly related — 

Hon Peter Collier: Did you ask those questions? 

Hon LJILJANNA RAVLICH: The Leader of the House should not be a smart alec; it does not suit him! 

Hon Peter Collier: That’s what you have a briefing for. 

Hon LJILJANNA RAVLICH: I did. I asked for the business case and I was told that it was still being 
prepared. It is a good question for the Leader of the House to ask me. Fancy the business case still being 
prepared for legislation that we have in front of us for consideration this evening! If the business case has not 
been prepared for the house and if members of Parliament do not have access to the business case, that means the 
Leader of the House himself does not know the business case outcome, and at the end of the day neither does the 
Minister for Energy nor indeed the cabinet. The Leader of the House made this decision to come to this place to 
progress this legislation without something as fundamental as a business case and has the nerve to ask me 
whether I asked questions. Yes, I asked questions, but did the Minister for Energy ask where the business case 
was? Did he ask his bureaucrats how this could be discussed without the business case being presented to this 
place? Was he at cabinet when this legislation was put through the cabinet process without a business case? Can 
the Leader of the House explain to this house how this legislation could get through the cabinet and into this 
place without a business case? 

He would have to be kidding me! It just beggars belief! It is so irrational. It is so poor that we are dealing with a 
government instrumentality that will now be cobbled together with another government instrumentality with no 
reason given to the members of this place and no business case. It will go through this place, as it went through 
cabinet, on a wing and a prayer because there could have been no analysis in cabinet at all as there was nothing 
to analyse. There is no regulation, there is no business case and there is no cost–benefit analysis. There is 
absolutely no economic rigour in this whole process. For the Leader of the House to come into this place and ask 
this side of the house to support this legislation is insulting to say the least, because I just do not understand on 
what basis we could do that.  

We have this issue of the absolute destruction of Synergy in its capacity to generate revenue. No excuse has been 
given for why that has occurred. However, the minister had a lot of trouble with the losses over the longer term 
with the solar panel scheme, which at one point was estimated to cost WA taxpayers over the next decade some 
$600 million, but I am sure that has blown out. Page 162 of the 2012–13 Economic and Fiscal Outlook refers to 
the operating subsidy for electricity tariffs, and states — 

An additional operating subsidy allocation of $634.7 million over 2012–13 to 2016–17 has been 
approved for the difference between the cost of electricity provision and the prices that are paid by 
consumers.  

In other words, there is a big gap between what consumers pay and what it costs to generate; there is a shortfall. 
This incorporates forecast 2012–13 results, approved 2013–14 tariff increases, revised tariff assumptions across 
the forward estimates period and the ERA’s determination on Western Power’s 2013–14 list.  

It seems odd to me that we have no explanation from the government about whether this legislation is a reform. 
Does the government want to call it a reform? I do not know on what basis it would call it a reform, but if it is 
not a reform, what is it? It is a cobbling together of different agencies. I really do not know what we would call 
this process that this government has embarked on. No-one has provided a clear explanation and, furthermore, it 
seems apparent to me that while all this is going on, the government still anticipates being delivered revenue 
from the two public corporations; no doubt in time they will be one corporation. I do not know how long that 
corporation will stay public.  

One of the key objectives of the merger of Synergy and Verve Energy is to reduce costs. That is a noble 
aspiration, but it is not clear from the information that has been given to us how this will be achieved; in what 
areas costs will be reduced; and the time frame for the reduction of costs. Of course, none of this can be 
ascertained without a proper cost–benefit analysis. Clearly, no modelling has been provided to show the different 
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scenarios of whether and when the costs will be reduced and under what circumstances or arrangements those 
costs will be reduced. Likewise, another clear merger objective is security of supply, but without a business case, 
we can only sit here and make some assumptions about the security of supply issues. We do not have enough 
information here to deal with these fundamental policy objectives and to assist us in making judgements about 
these matters.  

The need to reduce costs probably would not be as great had the government not wasted so much money. It just 
totally wasted money and, of course, much of that blame can be sheeted home to the Leader of the House 
because he has been the biggest waster of all wasters of money. No-one has wasted money like he has wasted 
money. He has wasted well over $600 million on the solar panel scheme because, basically, he sat on his hands 
and did nothing about it. Now 75 000 Western Australians have signed up to that scheme, so the government has 
dropped the payments, which were originally set at 40c, to 30c, and then next year they will decline to 20c. This 
has to be the biggest stuff-up of all time.  

Hon Peter Collier: OBE would take that mantle. You destroyed our education. You destroyed it.  

Hon LJILJANNA RAVLICH: I did not cost the taxpayer $1 billion. Does the minister know what he has 
done? He has left his problem and given it to someone else. Now he has put a gun to the Premier’s head to say, 
“You will do as I say or I will not give you the numbers that you need to keep your premiership. You will do as I 
say.”  

I want to move on quickly. I will come back to some points in due course. There is a lot of dishonesty around 
this whole issue. Prior to the last election, the government had an excellent opportunity to put on the public 
record that as part of its agenda it would merge Synergy and Verve. On 6 March, three days before the election, 
the Liberal Party put out a policy document titled, “The Liberals’ Energy Policy”. It is subtitled, “Ensuring 
security and supply of energy in Western Australia to ensure the continuing social and economic growth of the 
State”. We would think that that is pretty important. I think that is a very, very important policy. We would think 
that if the government was to merge two organisations such as Synergy and Verve, clearly that would be in this 
policy somewhere. But no, the policy of the Liberal Party at the last election stated that it would — 

• Commit an additional $30million over the next term of Government to complete Round 5 and 
commence Round 6 of the State Underground Power Program  

• Extend the Cost of Living Assistance payment to households subject to on-selling arrangements, such 
as retirement villages 

This policy refers to eight commitments, but there is not one mention of Verve and Synergy coming together. It 
is an absolute betrayal of the trust of the Western Australian people. At the end of the day, the Western 
Australian taxpayers and the Western Australian mums and dads will have to foot the bill and find the $1 billion 
over the next 10 years to cover up for the stuff-ups of the former Minister for Energy, the now Leader of the 
House. It is an absolute disaster. The argument is that this legislation is about reducing costs, but the damage is 
already done. There are no costs to be saved. There is no evidence of how costs will be reduced because there is 
no business case. There is no cost–benefit analysis. There is absolutely nothing apart from a wing and a prayer in 
relation to this legislation. It is an absolute insult to this house, to the intelligence of the people in this house and, 
through the people of this house, to the Western Australian taxpayers that this government believes that this is an 
acceptable standard of information and preparation for the passage of legislation. It is an absolute disgrace and 
government members should hang their heads in shame.  

The key way to keep costs down, as I have already said, is to make sure that the government does not waste 
money. The Leader of the House has wasted money. There was well and truly over $600 million for his solar 
panel scheme. There was the payout to numerous people in the energy portfolio that he sacked and who were 
given golden handshakes. It is no wonder that this portfolio ended up being such a mess. Who went? The 
Leader of the House sacked the managing director of Synergy, the chairman of Synergy, the managing director 
of Verve, the chairman of Verve Energy—that is just in the energy portfolio and it impacts on this legislation. 
How was he going to get good advice from his organisation when he sacked the key people? How was he going 
to get a good profit delivered in Synergy in 2012–13? On what basis could he expect to get a good result when 
he sacked key staff, when he sacked the managing director of Synergy and he sacked the chairman of 
Synergy — 

Hon Peter Collier: I did not sack one, not one, of those people! 

Hon LJILJANNA RAVLICH: You replaced them! You are notorious for kicking people out, getting rid of 
them and making their life a misery. You are known as a bully! 

The DEPUTY PRESIDENT (Hon Simon O’Brien): Order! I do not want the debate—there is a point of order. 
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Withdrawal of Remark 
Hon HELEN MORTON: Mr Deputy President, the comment about “you are a bully” I think goes beyond the 
boundaries that are appropriate for parliamentary language to another member of Parliament. I do not have the 
standing orders to see which one it should be, but I am sure you are aware of it. I would leave it to you to ask the 
member to withdraw that statement, thank you. 

The DEPUTY PRESIDENT (Hon Simon O’Brien): I was just calling the house to order. The debate has been 
proceeding in a robust way just lately and I think there has been a bit of give and take that has been offered and 
received by the speaker, so I have allowed it to proceed. However, we do get to a point at which things might get 
a bit too robust. Generally, when considering our parliamentary practices, where we draw the line is at name-
calling. Therefore, it is all very well for robust debate to take place, but we do not call people by names, except 
for their normal terms of address that are recognised in the house. I will now give the call back to 
Hon Ljiljanna Ravlich, who has heard the objection raised by another member, and I ask her to continue 
accordingly.  

Hon LJILJANNA RAVLICH: Thanks, Mr Deputy President. Mr Deputy President — 

Hon HELEN MORTON: Point of order, Mr Deputy President.  

The DEPUTY PRESIDENT: Please resume your seat. As we finish this point of order, to proceed 
“accordingly” in the first instance means to withdraw the remark. 

Hon LJILJANNA RAVLICH: No, I will not withdraw that remark, Mr Deputy President.  

The DEPUTY PRESIDENT: Members, I direct your attention to standing order 45, which relates to 
unparliamentary language and I will read it for the record. Standing order 45 states — 

(1) For the purposes of these Standing Orders, “unparliamentary language” is any language that 
falls within Standing Orders 43 and 44. 

Standing order 43 states — 

A Member shall not use offensive words in debate, including offensive words against either House of 
Parliament, any Member of either House, the Sovereign, the Governor or a judicial officer. 

Standing order 44 states — 

All imputations of improper motives and all personal reflections on Members shall be considered highly 
disorderly. 

As I was indicating—I think, just now—it has been the long-established practice of this house that we avoid 
offensive words and in this case actual name-calling, because it is highly disorderly and it does not contribute to 
the good conduct of the house, a role for which I am presently charged with responsibility. Standing order 45 
goes on to state — 

(2) A Member may object to the President that the words used by another Member constitute 
unparliamentary language, so long as the objection is taken immediately after the words have 
been used. 

I make the observation that a member did object to the presiding member in accordance with standing order 45 
and did so immediately the word was used. Standing order 45 then goes on to state — 

(3) If the President determines that the words used by a Member constitute unparliamentary 
language, whether or not an objection has been raised by another Member, the President shall 
direct the Member to withdraw those words and may require an apology. 

(4) Any withdrawal or apology made by a Member must be made without explanation or 
qualification. 

Just to make it crystal clear, I have asked Hon Ljiljanna Ravlich to withdraw the remark, or I am asking her to 
withdraw that remark, so that the house can then proceed with the continuation of this order of the day. 

Hon LJILJANNA RAVLICH: I am sorry, Mr Deputy President. Is that an apology?  

The DEPUTY PRESIDENT: The honourable member has offered an apology.  

Hon LJILJANNA RAVLICH: I will withdraw the remark—goodness gracious. 

The DEPUTY PRESIDENT: Honourable member, did you want to — 

Hon LJILJANNA RAVLICH: I want to continue my remarks; otherwise, I cannot, can I? 
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The DEPUTY PRESIDENT: The honourable member has apologised and therefore I hope that we can now 
proceed with the order of the day. The question is that the bill be read a second time.  

Hon LJILJANNA RAVLICH: Thanks — 

Hon HELEN MORTON: Point of order, Mr Deputy President. 

The DEPUTY PRESIDENT: Is this a further point of order? 

Hon HELEN MORTON: It is the same one. I actually have not heard the member say that she withdraws the 
remark and that is the requirement. 

Hon Stephen Dawson: I heard it! 

The DEPUTY PRESIDENT: Order! Members, the honourable member said “apology”. 

Hon LJILJANNA RAVLICH: I am happy to withdraw the remark — 

The DEPUTY PRESIDENT: I actually then — 

Hon Helen Morton: Thank you very much.  

Hon Ljiljanna Ravlich: You’re pathetic! 

The DEPUTY PRESIDENT: Order! We will deal with this point of order. Minister for Mental Health, I did 
hear the word apology, although perhaps not offered in the spirit I would have liked. I then heard the term 
“withdraw”. You obviously did not hear that, but I assure you that I did and I believe some other members did. 
That meets the requirement of standing order 45, but barely.  

Debate Resumed 
Hon LJILJANNA RAVLICH: I was just explaining the losses that Western Australian taxpayers have suffered 
because of the former Minister for Energy during his time in that portfolio. There was the $600 million-plus for 
the solar panel scheme and the payouts to the energy chiefs—of course the minister said he did not get rid of 
them, but I am sure that history will tell a very different story. Having said that, his losses were not confined 
only to Verve and Energy: there were also five chiefs of staff: the managing director of Western Power; 
two chairmen of Western Power; the managing director of Horizon Power; the director general of the 
Department of Training and Workforce Development; two coordinators of the Office of Energy; the director 
general of the Department of Indigenous Affairs; the Electoral Commissioner; and so and on and so forth. How 
can a minister be in control or on top of his portfolio when basically anybody with any corporate knowledge has 
gone? Added to all of that, we have the Muja AB scandal that has cost taxpayers $250 million—it is probably 
anywhere up to $300 million-plus. Now we have the gas turbine blowouts, which are more than double. We have 
the disaster in the Pilbara underground scheme, which went way over budget; it was supposed to cost 
$100 million but it blew out to between $180 million and $200 million. It goes on and on. We would have to be 
joking to believe this government when it states that the Electricity Corporations Amendment Bill 2013 is 
designed to reduce costs, because quite frankly nothing is going to control this minister and his lack of 
competence in dealing with anything that sounds like economics or is economics-based. He is an absolute 
walking disaster, and this bill has basically come to this place so that his back is covered and so that he does not 
look anywhere near as incompetent as he actually is. That is about it. Unfortunately, the mums and dads are 
going to have to pick up the tab for this incompetence.  

This bill is about the merger of Verve and Synergy. On 10 August, the government announced the merger of the 
state’s electricity retailer, Synergy, and generator, Verve Energy, which would be undertaken in two stages. The 
main objective was to be cost savings; however, we have seen no evidence of anything of the sort, so there is a 
big question mark over that. We have been told that there will be no adverse impact on the reliability or security 
of the supply of electricity. Once again, on a wing and a prayer we are supposed to believe that. There is no 
evidence of any sort to give the Parliament, and through us of course the Western Australian taxpayers, any 
comfort in that regard. We have also been told that another objective is for private sector investment to be 
sustained into the future. I do not think the private sector is particularly happy about this; I have not heard 
anyone in the energy field say that they are excited about this merger. They see it for what it is; they know it is a 
cover-up for the stuff-ups of the former Minister for Energy. They also are not stupid in that they know that this 
minister controls the vote of a very significant block of votes in the Liberal Party, and they know that if this 
minister were to pull his votes of support for the Premier, the Premier would not be the Premier. That is what we 
know. 

Several members interjected. 

The DEPUTY PRESIDENT (Hon Simon O’Brien): Order! 
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Hon LJILJANNA RAVLICH: Did I say something wrong? 

The DEPUTY PRESIDENT: Member, I did want to draw your attention once again to standing order 44, which 
relates to imputations of improper motives and personal reflections on members, which I am sure you might 
consider as you also address the question before the Chair, which is that the bill be read a second time. It is 
starting to stray just a little.  

Hon LJILJANNA RAVLICH: Okay.  

In the absence of any rational information having been presented to this house, one has to do a lot of guesswork 
on this legislation. One has to make certain assumptions about this bill because no information is provided; 
nothing is available in terms of costing, business case or any analysis. It has not even been presented to the 
cabinet, as I have said, and it was not presented in this place. What am I as a member of this place expected to 
make my decision on? I think that is a reasonable question. What am I supposed to assume are the reasons for 
this legislation coming to this place? I do not know, but I am doing the best I can with what little I have, which is 
virtually nothing. I have a whole lot of empty promises made by this minister representing the government in this 
place. I have the minister responsible for the creation of this mess sitting over there quiet as and being very 
sensitive about everything, because he does not like what he hears. Under the circumstances, I cannot do any 
better than I am doing because there is no information on what we are required to make a decision on.  

We know we are not an island on this side of the house. We know that industry is not excited by this and we 
know there is very little appetite in industry for it. At the end of the day, industry has not been told any more 
than we have, and it wants and needs answers. It is not good enough to say to it, as it is not good enough for us, 
that the business case is still being prepared, and to say that the regulations are coming somewhere down the 
track. There will be many, many regulations, because when entities such as Synergy and Verve are merged, lots 
of complex regulations go hand in hand with that. I know the government wants to give some comfort to 
industry and will do so, to some extent, in the form of the regulations, and I know that one of the things it holds 
up is this ring-fencing so as to placate the private sector by saying, “Hey, look, we’re not going to have any 
market advantage because we have merged Synergy and Verve; we are going to be independent players. We 
aren’t going to have any preferential treatment ourselves because we are going to be ring-fencing, and that 
should ease everybody’s concerns.” But ring-fencing really is designed to preserve confidence that competition 
is in fact going to be fair. Industry will invariably say, “Synergy and Verve have come together; they are one 
organisation.” There are limitations to ring-fencing. I do not think anybody out there in industry is convinced for 
a moment that ring-fencing will provide confidence that the competition will be fair. The industry is concerned 
that this will drive away private investors, and it does not believe that its investment is safe because the 
competition will not be there. That certainly has the great potential to lead to increases in price. So there is no 
industry support for this bill. The Premier knows that and knows that the power merger has not been argued on 
facts.  

In fact, there have been very few facts in all the time that this matter has been in the public arena and, indeed, 
before this place. I will not go into the issue of the letter because it is old news. Everyone knows that the Premier 
squibbed it in saying that he was asked to merge Synergy and Verve by David Eiszele. We know now that is not 
true. By way of summary, this will not work; that is the general consensus on this legislation that is before us. 
That is why we are not going to support this legislation, because we do not for a moment believe that it will 
work. We do not for a moment believe that it is motivated by the need for better competition, reducing costs or, 
indeed, providing an even playing field for competitors in the energy sector; we do not for a moment believe any 
of that. This is a result of incompetence by an incompetent minister and there are some very, very serious flow-
on effects as a result of that. Consequently, I think Hon Kate Doust was right when she said that this is a 
precursor; this is the midway point to a sell-off of Verve and Synergy. I do not doubt that that will be on the 
agenda. One only has to look at the parlous state of the state’s finances to know that desperate measures are 
going to be called for and this is one such desperate measure. I do not know how much the government is going 
to net for this new entity down the line. However, there is no doubt that this government has a desperate need to 
deal with the financial position that it finds itself in. It is bad, and we all know it is bad, because when a 
government goes to raid the piggy banks of parents and citizens associations, we know that it is about as bad as it 
can possibly get. 

In regard to some of the objections to this report, I quickly refer to a submission put forward by an organisation 
called Community Electricity in response to the Economic Regulation Authority’s public consultation. It is just 
one of many, many submissions that were received, but it spells out the thinking of the industry sector on this 
bill. It states — 

Given that the electricity market is central to economic development, is very sophisticated and 
comprises many participants with major long term capital investments, we consider it an essential duty 
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of the government to publish its reasons for the decision, its objectives for the merger, and how the 
merger will achieve them. 

It is fairly straightforward and goes on — 

More generally, the IMO publishes a justification in terms of the Wholesale Market Objectives for each 
of its rule changes and the government should achieve the same standard. 

Clearly, the implementation group provides that sort of justification, but the government does not. The 
government is really found wanting in terms of that. I do not know when this Parliament is going to deal with the 
regulations for this bill. I understand that that will obviously be after this bill is passed, but I also understand that 
some market rule changes arising from the merger of Synergy and Verve will be required. These changes will be 
quite comprehensive and on top of those dealt with by way of regulation. Quite a lot of work still needs to be 
done. Certainly, what concerns us is that so much of this work is not done and still remains undone. Yet the time 
frame for full implementation for the merger is, as I understand, early next year. It seems to me that we have 
parallel processes going on; we have the legislation in this place, the business case being done outside at the 
same time, and I do not know if there is going to be a separate cost–benefit analysis or what else they are going 
to do.  

Hon Ken Travers: One would think that would be in the business case. 

Hon LJILJANNA RAVLICH: One would think so, Hon Ken Travers, but one just does not know. There are all 
these things—the regulations being done and the rule changes that will also be required; there is so much undone 
work that it is very, very hard for any real assessment of the value of this legislation to be made. 

Hon Darren West: They are not good with money. 

Hon LJILJANNA RAVLICH: They are hopeless with money! We only have to look at the $1.5 billion man 
because that is where I have it up to at the moment. 

Hon Ken Travers: Which one is that? 

Hon Darren West: There are lots of them. 

Hon LJILJANNA RAVLICH: There are a lot of them. 

The DEPUTY PRESIDENT (Hon Simon O’Brien): Order members! There is one speaker who has the call—
Hon Ljiljanna Ravlich. 

Hon LJILJANNA RAVLICH: It is disappointing. Unfortunately, the government is increasingly indifferent to 
the required expectations of this Parliament and to the institution of Parliament. The Leader of the House may 
get insulted because he does not like whatever I referred to, but it is insulting to sit in this place—I have sat here 
for a while now—and see for the first time a bill presented to this place with so much detailed information 
missing. That is really frightening! It is bad enough that the information has not come to this place, but the fact is 
that this bill went through a cabinet process! What does that say about the cabinet process of this government? 
What sort of analysis or scrutiny takes place in that cabinet process? Does any take place in that cabinet process? 
If cabinet made the decision that there was enough information to bring this bill to this place prior to it seeing 
any business case or any evidence of how the objectives in this bill would be achieved, this government is on a 
very slippery slope downwards. Quite frankly, I am offended at having to deal with legislation that is not 
properly prepared, supported, presented and analysed. I am insulted that I made time to go to a briefing and did 
not get briefed on what I went for. The government’s response to that is very poor, to say the least.  

This house should be concerned about this legislation. The mums and dads of this state should be concerned 
about it. I will be watching with keen interest the long-term impact of this legislation, which I am sure will be 
passed because the government has the numbers, but it does not deserve to be passed by this house.  

HON ROBIN CHAPPLE (Mining and Pastoral) [8.31 pm]: The Electricity Corporations Amendment Bill 
2013 is a very interesting piece of legislation. It takes me back exactly 10 years to when we introduced the 
Electricity Corporations Bill 2003, the Electricity Legislation (Amendments and Transitional Provisions) Bill 
2003 and the Electricity Industry Bill 2003. I think Hon Kate Doust, Hon Ken Travers, Hon Simon O’Brien and 
Hon Ljiljanna Ravlich were in this place at that time.  

Hon Ken Travers: Hon Sue Ellery and Hon Kate Doust would have been here. 

Hon ROBIN CHAPPLE: Yes, the member is quite correct. I am missing people because they are away on 
urgent parliamentary business.  

The issue we discussed almost 10 years ago was: what is the intention for the electricity market in this state in 
the future? The Electricity Corporations Amendment Bill amends the Electricity Corporations Act 2005. 
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Between the time that we debated those three bills cognately in 2003 and the latter part of 2004, we went on to 
debate the Electricity Corporations Bill, which led to the act in 2005. The purpose of that bill was to implement 
the merger of the Electricity Retail Corporation. The amendments in the bill that we are dealing with now will 
amend the Electricity Retail Corporation, currently trading as Synergy, and the Electricity Generation 
Corporation, currently trading as Verve Energy. This merger to re-merge what we disaggregated in 2003–2005 
will take effect on 1 January 2014.  

The bill before us acts to discontinue the Electricity Retail Corporation and vest its assets, liabilities and rights in 
the Electricity Generation Corporation. It will rename the Electricity Generation Corporation the Electricity 
Generation and Retail Corporation and provide for the transfer of employees of the Electricity Retail Corporation 
to the Electricity Generation Corporation at the time of the merger. It will provide for regulations to be made to 
segregate certain functions within the Electricity Generation Corporation and the Electricity Retail Corporation, 
approve wholesale product arrangements, provide more flexibility in terms of governance and provide options to 
remove limitations on where in the state the electricity corporations are permitted to function.  

In a lot of ways I support Hon Ljiljanna Ravlich and what she has said because this is a bill just to re-merge. It 
does not tell us what we are going to do with the entity once it is re-merged. It does not give us any real 
indication of what the end game is. I will make some suppositions after dealing with some statements that have 
been made by the Minister for Energy, Hon Mike Nahan, in recent times. I will make some observations about 
what ACIL Tasman has been saying about this proposal and what Perth Energy and the private energy providers 
have been saying about this bill.  

During the former Court government, the then Labor opposition committed to reform the electricity market. I 
turn to the Labor Party’s 2001 policies. The Labor Party indicated quite clearly during that period that it would 
separate the generation division from the transmission, retailing and other divisions of Western Power while 
retaining all of Western Power’s assets from public ownership. It went on to state that the goal of the Labor 
Party’s plan was for the electricity industry to lower electricity prices for household and business and thus create 
jobs and economic development in Western Australia. Labor said it would achieve cheaper electricity from a 
competitive generation system without sacrificing reliability or security of supply. The Labor government then 
established the electricity reform task force, which I had quite a bit of dealing with. During that process, I was 
able to take a lot of energy industry participants to the minister and the Electricity Reform Task Force. The 
Labor Party’s main objective was to achieve, where practicable, sustainable, lower electricity prices for all 
customers while maintaining the uniform tariff for residential and small business customers and the adequate 
reliability, security, quality and safety of electricity supply. Due consideration was to be given to the role of 
sustainable renewable energy in providing good opportunities for gross greenhouse gas emissions to be reduced. 
Recommendation 69 said that the government should examine options for the encouragement of sustainable 
energy outcomes in Western Australia, including placing a requirement on retailers, or large users, licensed in 
Western Australia to source a certain portion of their electricity requirements from Western Australian–based 
renewable energy sources or placing a greenhouse reduction requirement on retailers licensed in Western 
Australia. That was the intent. Nothing in the eventual legislation dealt in any shape or form with the renewable 
energy sector. In my view, the then government clearly abrogated any responsibility for either its intent or the 
outcomes of the Energy Reform Task Force.  

It was also interesting to note the Liberal Party’s policy going into the 2001 election. The coalition had taken two 
highly successful privatisations into the energy sector. The Dampier–Bunbury natural gas pipeline was privatised 
in 1988 and Alinta Gas was privatised in 2000. In both privatisations, public interest issues were resolved prior 
to the actual sale. For Alinta Gas, the majority ownership by individual shareholders, price protection for 
householders and small business, and retention as local companies were all achieved. The policy stated — 

The Coalition will not privatise Western Power Corporation, though consideration may be given to the 
privatisation or joint venture development of an individual power station. 

Those were the two policies that, in essence, the coalition took to the 2001 election. As I progress through my 
remarks, members will see that neither of those policy positions was followed. 

As I said, the Gallop government initiated the reform process with the establishment of the WA Electricity 
Reform Task Force, at a cost of $154 million. The review process culminated in the Electricity Industry Act 
2004, the Electricity Corporations Act 2005 and the commencement of the wholesale electricity market in 2006. 
The following new regulators were established: the Independent Market Operator, the Public Utilities Office, the 
Coordinator of Energy and the Energy Ombudsman, with some oversight by the Economic Regulation 
Authority. The focal point of the reform was the disaggregation of Western Power into the following four 
publicly owned utilities: Verve Energy as a generator, Synergy as a retailer, Western Power as a network 
provider and Horizon Power as an integrated regional provider outside the south west interconnected system—
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the SWIS. It was claimed by the Labor government that the benefits of the disaggregation of Western Power 
would be a drop in electricity prices of 8.5 per cent, the continuation of profits and private sector investment. As 
we know, most of those things did not come to pass. The government also talked about a competitive market 
with full retail contestability—I will come back to that shortly—and innovation and efficiency outcomes. 
However, the disaggregation of Western Power imposed substantial additional establishment, management and 
regulatory costs, which over the last seven years amount to around $500 million. There are some reasons for that. 
Before I go any further, I want to go back to some of the debate that was held in 2003. I turn to some comments 
made by Hon George Cash in this place on Tuesday, 2 March 2004. Hon George Cash, as opposition lead 
speaker on the disaggregation of Western Power, referred across the floor to the minister and said — 

Like the minister, I seek the opportunity at the commencement of this debate to state our position — 

That is, the Liberal Party’s position — 

on the Electricity Corporations Bill 2003, the Electricity Legislation (Amendments and Transitional 
Provisions) Bill 2003 and the Electricity Industry Bill 2003, which we have previously debated. The 
reason I am indicating the Liberal Party’s position is that after reading with interest the changed 
position of the Government, as reported by the media, the Liberal Party was clearly required to 
reconsider the commitments it had previously given to this place. I indicate that the Liberal Party has 
agreed to support the Electricity Industry Bill 2003 but not the Electricity Corporations Bill 2003 or the 
Electricity Legislation (Amendments and Transitional Provisions) Bill 2003. That is consistent with the 
view I put in this place on 9 December. To make it very clear where the Liberal Party stands, I will read 
the position I put on 9 December. At that time I said that there remained an opportunity for negotiation 
on the other two Bills; that is, the Liberal Party had said it would support a networks corporation and a 
regional power corporation but that it would not agree to the splitting of the state generation and state 
retail sector. To a degree, that is now superfluous because the Government has changed its position and 
the minister has just indicated—as I understood it—that the Government intends to withdraw the 
Electricity Corporations Bill and to propose certain amendments to the Electricity Legislation 
(Amendments and Transitional Provisions) Bill 2003. The minister has made it clear that the latter Bill 
will not be dealt with today. However, when I find out what is to happen—when the dust has settled—I 
will need to get further instructions.  

It is interesting to note that as that debate went on—in many regards Hon George Cash supported the Greens’ 
position, and it must be borne in mind that we had the balance of power at that time—we said that we would not 
support the disaggregation of Western Power because we did not see that it was economically sound. Indeed, I 
think I have the right to say, “We told you so.” At that stage the Liberal Party was considering voting with the 
Greens. It was at the eleventh hour in 2005 when a message was sent from the other place to Hon George Cash, 
who I think occupied this chair, roughly—it was about here—to make the change in the Liberal Party’s position 
as it had extracted from Labor a condition that electricity prices would not go up for 10 years. Therein lies one of 
the fundamental problems we are dealing with. That has caused the Labor Party and the consumers in this state a 
great deal of grief. Interestingly enough, if we look at the analysis, most of that grief has been dealt with. The 
situation we are at now is that the energy market is starting to become financially viable. It is still under-
recovering; we have some way to go. We have increased energy prices so far by about 67 per cent. 

I make the point that we still have some other big hurdles to overcome. Hon Mike Nahan said on or about 
25 June 2013 that he expected energy prices in this state to go up by a further 100 per cent. That is not because 
of the legislation that we have before us, but because of the prices we are paying for future gas supplies. Forty-
four per cent of our energy in Western Australia in the south west interconnected grid comes from the provision 
of gas. That gas was originally purchased through the North West Shelf joint ventures. I think the contracts were 
originally let about 15 years ago. In the estimates committee hearings a year ago, I asked Synergy whether it had 
any gas beyond 2015, and it advised me that it did not. Since then, Synergy has entered into contracts with 
Gorgon. I am reliably informed by industry players that the price we have paid for that Gorgon gas is about six 
times what we paid for the North West Shelf gas. In conversation that led Hon Mike Nahan to make those 
comments, I challenged him by saying, “Well, if that’s the case, I think we’ll be putting up electricity prices by 
about 150 per cent.” He responded on the ABC by saying no; it will be only 100 per cent. Whatever we do, we 
have a basket case, and it is not of this government’s making or of the former government’s making; it is that 
bureaucrats in the system are failing to address the fundamental future demand for energy, and the provision of 
energy, in this state. There are many factors, and I will deal with that shortly. However, we need to make it very, 
very clear that in that debate that we had back in 2003, the then opposition’s position on the disaggregation of 
Western Power, as it was then, was clear.  

I will quickly explain the problem with Western Power. Western Power was a very big, monolithic Humpty 
Dumpty sitting on a wall; it was very benevolent, handing out significant funds to the state, but it operated in an 
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anti-competitive manner and in isolation from government. In fact, section 65 of the Electricity Corporation Act 
1994 states — 

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

Western Power operated entirely at its own whim. It also operated in an anti-competitive manner, inasmuch as it 
looked after its own fiscal interests before the interests of any other players. If an energy provider—an Alcoa, a 
Perth Energy or a corporation like that—wanted to provide power at a cheaper rate to Western Power, it could 
not do so because Western Power could come along and put bridges in the way. This was a combined entity; this 
was the old Western Power. We do not know whether the legislation the house is dealing with now will take us 
back to the future, because the merger provisions we have been provided with are about only a merger, not an 
outcome or where we will be in the future. I will make some observations about that shortly.  

I take this opportunity to thank Peter Oates, the chairman of the Merger Implementation Group, who gave a 
presentation to my office on 25 October. A document was presented, which, like all good documents, is very 
thorough, but it does not get to the nub of the issue. It is about how it will be merged, how the system will 
continue to run and how we will bring it back into one. We do not know whether it is going to be on-sold, 
whether there can be co-generation, whether generation and retail entities can come out of that, whether we can 
privatise or whether, indeed, within that structure we will be able to have all the private provisions operating 
securely within that system. Hon Ljiljanna Ravlich spoke about ring-fencing. There are certainly significant 
proposals for ring-fencing; however, I am reminded of two Western Australian journalists who were partners. 
One worked for The Sunday Times and one worked for The West Australian. They eventually had to give up 
because they could not go home at night and talk about their work; they were journalists dealing with exactly the 
same matters. That is the problem that will face any re-merged entity that comes out of this process. We have a 
high degree of confidentially negotiated positions with the private sector within Synergy and within Verve. To 
say that this relationship being developed, this family being united, will not talk to each other, even casually, 
about commercial-in-confidence negotiations within each sector is fanciful. It will happen, and it will happen to 
our detriment. There may be punitive results, but the issue will be long gone if the confidentiality of private 
negotiation has been dissipated through this process. I do not think the ring-fencing will work. This is a merger 
proposal with an unknown outcome.  

I turn now to some of the potential outcomes that have been made clear by a number of stakeholders in the 
industry. I recently attended the 2013 Energy in Western Australia Conference. It is a great conference; I go 
every year as I am significantly interested in this area. This year the opening address was by the Minister for 
Energy, Hon Mike Nahan, MLA. His observations were very interesting, but I do not think they had the 
imprimatur of the Premier because he expressed somewhat different views from those we are now starting to 
hear. He referred to putting Humpty Dumpty back together again. Everybody knows “Humpty Dumpty sat on a 
wall; Humpty Dumpty had a great fall. All the king’s horses and all the king’s men couldn’t put Humpty back 
together again.” Unfortunately, that is going to be the problem. We cannot put back together something that is 
now scrambled egg. It is not scrambled egg in a negative way. It is an evolving process whereby the private 
sector is getting heavily involved in investing. I find this interesting, because we led the argument against 
disaggregation in this state. The problem is that the horse has bolted. We acknowledge the fact that although we 
opposed the disaggregation because it was wrong at the time, disaggregation has occurred, and so many other 
collateral issues have occurred as a result: the issues of private investment and the issue of the marketplace now 
operating in a sophisticated way. There are still some fundamental problems with the Western Australian system. 
It is still a very small system. It has massive wires, but it is still globally and nationally a very small system. It 
will be interesting to see whether it might come to some fruition at some stage in the future that we operate in a 
National Electricity Market–type arrangement, though not connected,.  

Let me go back to putting Humpty Dumpty back together again, which is Hon Mike Nahan’s position. I quote 
from his speech at the conference, which states —  

Today I want to explain to you how I came to believe that the merger of Verve and Synergy is the only 
responsible course for the Government to take at this particular point in time if we want to see a future 
for the electricity industry that includes comprehensive private sector involvement and competition. 
Sometimes when you go down a path in a certain direction and take a wrong turn, you need to retrace 
your steps and start again on the right track rather than continue toward a dead end. 

I think the minister has got it wrong in this case. Retracing your steps, as any good explorer knows, will never 
lead you to find things; it just takes you back to the very beginning. When he made these statements, he 
identified that he was a free-marketeer. He talked about how he was involved in the whole disaggregation 
process of corporations in the eastern states. He said, when it comes to resolving some of the problems — 
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Whereas some say the solution lies in simply raising prices, however the Government has already raised 
prices by over 60%— 

In fact, it is 67 per cent — 
and does not see any further large increases as a first option.  

I suggest that neither is it a necessity. I will come to that shortly as well. In the structure of the two entities there 
was a failure to identify the need for robust horizontal competition. Had that occurred, disaggregation would 
have involved the creation of two gentailers. That is, in essence, what we should be doing. Why do we need to 
re-merge Verve and Synergy when the Minister for Energy himself has identified that the fundamental issue is 
that we should have gentailers? The problem in many ways is that we are getting that by default in an 
unmanaged way, with both Verve and Synergy trying to move in that direction. If we have a disaggregated 
system, gentailers—people who generate and retail in one tranche—are, in essence, the way to go. Many in the 
industry sector, in both the private sector and the major corporation sector, would say that gentailers are 
definitely one of the ways to go into the future. 

The Minister for Energy went on to identify the following in his speech — 

Because the capacity cap did not recognise the “virtual capacity” underwritten by Synergy, it failed to 
provide sufficient room for the private sector to invest and bear the retail risk of that investment. Verve 
and Synergy realised the future would be of gentailers and hence they moved in that direction, slowly 
and synthetically. This trend, left uncorrected, would continue state dominance and crowd out private 
investment. The structure that encouraged the market to develop in such a way was obviously ill-
considered. 

I tend to agree with him. However, we always tend to do things in massively big bites without considering other 
options. If something is broken, we fix it. We do not just throw our hands in the air and start over; we actually 
try to fix it. Quite clearly the current system does need some fixing, but just going back to a dinosaur monolith 
that may or may not be privatised at some stage in the future I do not think is the way to go. There is an 
interesting component to that. Why would we want to re-merge Verve and Synergy? Is it because the 
government has some long-term, grand plan to privatise? I do not think that is the case. I think the Premier is of 
the view that by having a merged entity, he will then have the capacity to assist major corporations with specific 
deals for energy provision. I do not think that the Premier’s position on the re-merger is the same as the 
minister’s position. 

Now we know that approximately 900 megawatts of excess capacity is expected by 2015–16. It will be a very 
expensive excess capacity. Why are we going for excess capacity? We do not need to. We did not need to put 
any money at all into the Muja A and B plants. They were due to close anyway. They had been used for peaking 
power. They had been flogged. What a nonsense, when we know from the Minister for Energy’s own statements 
that we are looking at 900 megawatts of excess capacity in the 2015–16 capacity year. That will be a significant 
burden on not only Synergy, but also the re-merged entity. It is the same burden, no matter what the government 
does. It is interesting to note that we are not actually dealing with the problems. We are just hitting things with 
big sticks in the same way that Labor hit Western Power with big sticks when it could have solved the problems 
inherent in Western Power without disaggregating it. 

I will come to more of what Mark Chatfield has recently been saying about energy. Mark Chatfield is a very 
senior energy consultant in Western Australia. I think he was recently appointed to one of the boards—I think 
Verve Energy—so that when he talks these days, he has to make very clear the differential between his role as a 
board member and his role as an individual. He also works for ACIL Tasman and provides that company with 
advice on energy matters. 

Mark is quite an interesting person to listen to in this debate. There are parallels between what Mark says at one 
level and what industry says at another level. They are both going about it in a completely different way, yet 
their outcome is, in essence, the same. Industry to a large degree is saying, “Don’t re-merge Western Power 
because at least we have a market we can work in. If you re-merge Western Power now, our marketplace will be 
gone. And if you re-merge, then there needs to be some future disaggregation, whether it be vertical or lateral, to 
enable us to get back into the market in a secure way.” Mark Chatfield is saying, “Let’s re-merge Verve and 
Synergy into a utility and immediately sell it so that the same process of access to the private sector can be 
made.” Yet both Mark and industry are actually saying exactly the same thing; they want the private sector to 
have access to the energy market. He also said, “Either further disaggregation is the way to go or privatise Verve 
and Synergy so that the state exits the field altogether.” That is Mark’s direction. It is certainly not the Premier’s 
direction and it is certainly not the perspective of other people in the industry. 

The Minister for Energy also went on — 
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Mr Chatfield’s diagnosis is correct but there are not necessarily only two options. It should be clear that 
in the long term the Liberal–National Government is moving towards the first option: that is, away from 
a public sector monopoly. The merger is a transitional and necessary phase on the way to further 
disaggregation. 

A market must be disaggregated, yet the minister is saying, “Let’s merge them so we can move on to further 
disaggregation.” This is an oxymoron. If we have a disaggregated system, why do we merge it so that we can 
move on to further disaggregation? It actually does not make sense. 

The minister went on — 

Mr Chatfield’s underlying objective, however, is certainly correct. The task must be to set up a market 
that is competitive, where private sector participants have the capacity to develop sufficient share of the 
market generation and retail capacity to compete with the merged Synergy and draw in organisations 
with sufficient financial capacity to back that investment. 

The industry that he wants to draw in is saying, “Don’t re-merge them because we can’t work in that market 
space.” Although I am a person who has a great belief in utilities being provided by the government for the 
people, in this case we cannot put Humpty Dumpty back together again. Humpty Dumpty has been shattered. To 
try to put Humpty Dumpty back together again will be another abject costly failure to this state. Let us look at 
where we are going. I must say that the minister made some comments in that presentation that are not in his 
official notes and were picked up by many people and tweeted around. He made the comment that one thing that 
has surprised him as minister has been not only the incredible take up, but also the economic viability of 
renewable energy. He said that he asked the energy regulator to include that in its review of the marketplace. He 
is very wise to have picked that up.  

One of the problems we will face in this state is that, as I have already said, we have massive infrastructure and a 
huge provision of systems—wires—but the marketplace is very small and dwindling. We have had significant 
take-up of renewable energy, notwithstanding whether it has been with a feed-in tariff. People are moving into 
that market space now because roof photovoltaics are becoming a cheaper option. That will leave a future 
government, whether it is a Labor, Liberal or any government, with an increasing cost to maintain a system that 
is not providing the same level of energy that it was, because a lot of people at the end of the wires are now 
moving into the renewable energy sector. Minister Mike Nahan has indicated a 100 per cent increase in 
electricity prices, so more people will walk away from the wires, which means that those wires will become very 
expensive to manage; the state will have to pick up that capacity, which is not something it can sell into the 
private marketplace because nobody will buy it. We need an energy plan in this state that is cognisant of future 
take-up and demand and not in denial. Until we do that—I do not care who is in government and whether it is the 
Liberal Party’s fault or the Labor Party’s fault—we have some fundamental problems to deal with and we are 
not dealing with them.  

If we have a merged entity—which means the state will have all the energy provision, the energy retail and the 
transmission under its control—it will become more and more expensive. In my view, even though it was not my 
view 10 years ago, we have reached the point at which we have to look at some further disaggregation. The 
government of the day will have to bite the bullet and realise it will have a cost burden that it cannot get out of in 
the future. Until we acknowledge that, it does not matter whether we disaggregate, re-merge or whatever; it 
needs to be acknowledged that that is a problem of sheer simple economics that we will face in the future. I 
would not wish any future government to have that massive fiscal millstone around its neck into the future.  

Something that is now happening overseas is that when energy providers that deliver energy via wires are 
impacted negatively by people going to rooftop photovoltaics, the energy providers enforce restrictions on some 
of the housings. Conversely, they pull themselves off the network and go to the Mitsubishi battery systems. 
Therefore, suburbs in America are completely divorced from the grid. The problem that this state will face in the 
future is that if our energy prices are going up, as the minister would suggest—we know the corollary to that is 
the energy prices from renewables are coming down—people will walk away from the system in a way that will 
cause any functioning utility a great deal of problems.  

We need to be well aware of where we might be going with the renewable energy target system, which is the 
federal system. One thing that concerns me is that, as the minister has said, the idea of the RET was to develop 
renewables, get certificates and offset against the power provider. The minister is saying that we cannot do that; 
we will satisfy our renewable energy target by getting certificates out of the other states. We will let them build 
the renewables and we will take the credit.  



Extract from Hansard 
[COUNCIL — Tuesday, 26 November 2013] 

 p6526b-6551a 
Hon Kate Doust; Deputy President; Hon Ljiljanna Ravlich; Hon Robin Chapple; President; Hon Amber-Jade 

Sanderson 

 [23] 

I return to what the energy industry in the state has been saying. I met with a number of participants. It is also 
important to note that at the AIE Energy in WA Conference in August 2013, Perth Energy gave a very, very 
spirited opposition to the re-merger of Synergy and Verve. Basically, it said — 

• Forget policy debate, the monster problem in WA right now is TRUST and CONFIDENCE IN 
GOVERNMENT & PUBLIC POLICY.  

• The Verve Synergy merger decision is Voodoo energy policy, a dagger through the heart of 
WA’s open economy  

This is the industry saying this. I would have thought a conservative government would have been pro-industry, 
not against industry. Perth Energy said — 

• Total lack of transparency raises questions of probity 
• Star Chamber driving public policy? For whose benefit? Accountable to whom?  

According to Perth Energy — 
Reasons for VS Merger Don’t Stack Up 

• Re-monopolising & re-nationalising the market for what?  

• Transaction cost savings—why not shut down all markets to save on transaction costs?  

This is coming from an industry that supports the free market and is having a go at a government for re-
monopolising.  

There was a supply crisis blackout in 2003–04 and a similar event in 2008. It was interesting that in 2008, 
because the marketplace had changed and there were more independent producers, the problems that could have 
been exactly the same as those experienced under the monopoly structure in 2003–04 did not occur under the 
Western Australian wholesale energy market—that is, the current system we have. Therefore, we saved 
ourselves by eventually having more people in the market so that the problems with security of supply 
experienced in 2003–04 did not occur when we lost Varanus Island. Although it was the same pipeline and the 
same sort of issue, the exact same sorts of problems did not occur in the disaggregated market.  

To merge Verve and Synergy is a bit like trying to merge the tobacco industry with a cancer research facility; 
they are different businesses that do completely different things. To put them back together will require immense 
structural work. I do not really believe that the government realises the level of work that will be involved. We 
had trouble enough pulling them apart in the first place, but we pulled them apart and they have become separate 
entities.  

State subsidies and full cost recovery are throwing good taxpayer dollars after bad. It has been identified that the 
south west interconnected system contestable market is now currently at $2 billion to $2.5 billion—60 per cent 
of the value. There are 13 000 customers—one per cent of the total accounts. Contestable customers currently 
pay five to 15 per cent less than the tariff. That is a $200 million a year saving. Captive customers have paid full 
tariff increases of 65 per cent since the WEM started. I must point out that most of that picks up the slack from 
the previous agreement that electricity prices would not be put up for 10 years. The notion of cherrypicking is 
invalid. We know already that 30 per cent of the contestable market has moved from Synergy. If we bring 
Synergy and Verve back together, that contestable market over the next few years will disappear to a large 
degree. That contestable market is economically viable and provides cheaper energy. Putting it back into one 
system will not help that in any way, shape or form. A Verve–Synergy merger will inexorably force customers 
back to the monopoly supplier because private players will exit the market.  

I turn to sovereign risk and monopoly structures. A monopoly structure will inexorably start a higher cost 
roundabout; the merry-go-round will start again. Synergy holds currently 80 per cent of the retail and generation 
market. It can marginalise the WEM and destroy efficient bidding, which is exactly what Western Power was 
doing before we started this process back in 2003. That is what Western Power was doing then and we are going 
back to the future. The private sector estimates that the multiplier effect on gross state product will be about 
$1 billion to $1.5 billion in losses. It is also argued that the regulations that we already dealt with in fact 
breached the national competition policy. It is interesting that those regulations actually indemnified themselves 
from the national competition policy; the moment we put Verve and Synergy back together is, in essence, 
anticompetitive and therein lies a problem. Perth Energy’s presentation indicated that the electricity monopoly 
tax is worse than the carbon tax and the minerals resource rent tax combined. That is an interesting observation. 
It stated that at least the public is compensated for low income because the MRRT is imposed on only the 
biggest miners’ excess profit. The EMT will hit all consumers regardless of circumstances.  
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The Verve–Synergy merger going full steam ahead has contradictions and conflicts of interest that are severe. 
While putting the cart in front of the horse, are there any more agendas? That we do not know. Again, I come 
back to what Hon Ljiljanna Ravlich indicated; that is, the briefing we received, although thorough on the re-
merger, did not give any indication of where we are going in the future. I am mindful of a former Clerk in this 
place who said that one of the things we should not do in any legislation is to leave the decision-making to 
regulations. That is the improper way to develop legislation. Here we have a whole re-merger of which we know 
none of the regulatory capacity and, indeed, we are leaving everything up to regulations. We have no idea where 
this merged entity will go to. We have no idea of the actual intent of either the minister or the Premier. 
Therefore, we are working in a vacuum. It is dangerous to deal with legislation in a vacuum. Quite clearly, in my 
view, if we were proposing a re-merger of Synergy and Verve, the briefing that we received would have given us 
some idea of where we were going. The briefing was about how we will merge and how we will ring-fence but it 
did not tell us the end game. Even when we argued for disaggregation, there was an end game. There was a plan. 

It was not a plan that we supported, but here there is no plan. I refer to an article by Gareth Parker that appeared 
in The West Australian on Thursday, 31 October 2013 called “In the dark on power games”.  

I think it is a really good article because it covers most of the issues we are now discussing. The article reads — 

The Electricity Corporations Amendment Bill will pass the Legislative Assembly in coming days, and it 
will pass the Legislative Council in the weeks to come.  

It really should not. At least, it shouldn’t based on the scant evidence in support of the Bill so far 
provided to the Parliament.  
The Bill is the vehicle to re-merge the publicly owned electricity utilities Verve and Synergy.  
These are two of the four entities — Verve, the electricity generation company, and Synergy, the 
electricity retailer, — that were created in 2006 when the former Labor government, with the assent of 
the Liberal opposition, split up the old Western Power.  
Colin Barnett, then an opposition backbencher, did not support the split at the time and voted for it only 
to avoid destabilisation of his party leader Matt Birney. On this question Mr Barnett’s personal view has 
remained pretty well consistent.  
His Government’s position, however, has not.  
The path to disaggregation was long and complex. The public debate and stakeholder consultations took 
five years and the degree of published analysis and modelling of the changes was unprecedented. The 
process was transparent; the outcome was far from perfect.  

I reiterate that it was an open, negotiated process. I did not agree with it, but it went into the public domain and 
to industry over many, many years. The article continues —  

By 2009, it was clear that Verve was losing money hand over fist. Peter Collier, who was energy 
minister at the time, commissioned a review by consultant Tony Oates to figure out why.  

I point out that Mr Oates gave us the briefing. The article continues —  
The answer was multifaceted: artificially low electricity prices; unforseen maintenance costs that 
flowed in part from the requirement to resuscitate the decommissioned Muja AB power plant to keep 
the lights on after the Varanus Island gas explosion — 

I note that although that was said, it was actually incorrect because we did not need that capacity. That capacity 
was managed quite well by the new players in the marketplace. The article continues — 

a market structure that penalised Verve for its “balancing” role in the market; and deficiencies in the 
“vesting contract”, an unbelievably complicated document that governed financial flows between Verve 
and Synergy  
Some of these were undeniably consequences of mistakes Labor made in designing the split of Western 
Power. Others were completely unrelated to this and would have occurred whatever the corporate 
structure of the State’s electricity assets.  

The Oates review recommended changes to the vesting contract that the Government later 
implemented, as well as changes to rules that would reduce perverse incentives that rewarded the 
private sector for overbuilding capacity in the market.  

The government did that; it rewarded people for building power we did not want. The article continues — 

The review also explored the future structure of Verve and Synergy. It did not advocate a remerger of 
the retailing and generating companies; nor did it recommend against it.  
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It is interesting that that report was neutral, yet the person who provided us with a briefing on the re-merger did 
not have a view on it in his report. The article continues —  

Instead it worked through the likely implications of each model, concluding that each had advantages 
and disadvantages.  

Those finding were complicated — like everything in this industry sector — 

I acknowledge that it is one of the most complex energy systems in the world because of its uniqueness, size and 
distribution. The article continues —  

but the essence was this. Keeping Verve and Synergy separate would — with appropriate improvements 
to the market rules — support the emergence of competition in the retail and wholesale energy markets 
and reduce the taxpayers’ exposure to the expensive exercise of building new power plants.  

That is the essence of what I have been talking about: we do not need to re-merge. It was quite clear that keeping 
Verve would, with appropriate improvements, improve the energy market. We do this time and again; we beat 
up and we change the monolith, rather than dealing with the actual issues. The article continues —  

A merger would give the Government more control over the system, but it would also reduce 
competition and result in “a greater level of State sponsorship and risk capital support”.  

I think the risks into the future are significant, and unfortunately by bringing this back together we are going to 
increase the fiscal risk faced by this state into the future. The article continues —  

At various times in the Barnett Government’s first term, Mr Collier ruled out merging Verve and 
Synergy. At various times the Premier, who had always been against the split, advocated the opposite 
position.  

The matter appeared settled in the lead-up to the State election when the Government released its long-
awaited Strategic Energy Initiative — the blueprint for the future direction of the sector — 

I made a significant submission to that, and unfortunately that blueprint, in my view, was not a blueprint for the 
future, it was a blueprint for more of the same. The article continues — 

which made no mention of a merger.  

So there was no mandate. I love that word “mandate”; it gets used a lot these days. There was no mandate for a 
re-merger of Synergy; in fact, it was not even mentioned during the election. The article continues — 

In one of his first major press conferences after the election, on April 10, Mr Barnett announced the 
Government would merge Verve and Synergy by January 1 next year.  

It was a stunning announcement, made without substantive advice on its implications and took 
stakeholders—including Verve and Synergy—completely by surprise.  

On June 1, the company’s boards were merged and two weeks ago the Bill to facilitate the merger of 
the corporate entities was introduced into Parliament.  

And here is the remarkable part. Energy Minister Mike Nahan cannot say how much the merger will 
cost on the grounds that the Government has yet to complete the merger.  

I have been in this industry, and I would suggest that to try to work out what something is going to cost before 
they do it and then work out what it has cost afterwards just does not make economic sense. The article 
continues — 

He cannot say how much it will save, but asserts a figure of hundreds of millions of dollars, without 
evidence.  

I go back to what the Labor Party said when it disaggregated Western Power—it will cost not a lot and it will 
save us a lot of money. It did not. So is there any confidence in a re-merger without knowing the costs of the 
future and that it will be cheaper, that it will actually benefit the energy sector, that it will actually benefit the 
private sector and that it will actually benefit the mums and dads who will have to buy energy from this 
monopoly into the future? The article continues — 

No business case for the merger has been published because the business case has not been completed.  

If I went to a manager at BHP—a company I formerly worked for—and said, “I’m going to restructure a railway 
yard, I’m going to restructure a workshop; I don’t have a business case for it, but just trust me”, do members 
think the managers at BHP would say, “Good on you, Robin! Go for it, mate!” Of course they would not; that is 
not the way business is done. 
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The article continues — 

The Bill itself is notable for its lack of operational provisions, which are delegated to the regulations. 
These regulations have not been presented to Parliament, even in draft form — 

They are the fundamental building blocks of what we will be doing, yet we do not know what they are — 

because their drafting has not been completed and will not be before MPs are asked to vote. 

The minister, in his second reading speech, spent three quarters of the time engaging in a political attack 
on the history of Labor’s disaggregation — 

I think there was some justification in that. That was a failure too — 

without explaining to anyone’s satisfaction how his Bill would solve the problems he had identified in 
the present market structure.  

He has identified some problems but the problems he has identified are historic. We have moved a long way 
since then and the marketplace is starting to work. It continues — 

This is not to say a merger can’t work or is in and of itself unworkable—the point is that no one can 
know, because the work simply has not been done.  

This columnist — 

Gareth Parker — 

cannot see how any MP could in good conscience take a vote on the Bill given the complete paucity of 
detail on its operations and implications.  

But vote on it they will—after the Government used its superior numbers to rush in the Bill—to meet an 
artificial deadline set by the Premier — 

This goes back to who is running the energy debate in this state. Is it the minister? Is it the former minister? 

Hon Kate Doust: I think it’s the Premier.  

Hon ROBIN CHAPPLE: I think the member got it in one. She gets the kewpie dolls. The article continues — 

and because the Liberal Party does not demand of its executive any higher standard. 

It’s a hell of a way to make decisions about $1 billion of taxpayer-owned electricity assets, and a further 
$1 billion of private investment in the industry.  

I very seldom take my hat off to journalists, but I have to say that that was a stunning evaluation of the current 
situation.  

Seeing as the President has joined us, I think it might be an appropriate time for me to finish. 

Hon Peter Collier: Keep going. 

Hon ROBIN CHAPPLE: I will keep going for a few minutes. 

The PRESIDENT: Keep going; you might be able to finish.  

Hon ROBIN CHAPPLE: I think I will leave it at that. I hope members opposite are satisfied that I am now 
going to sit down.  

HON AMBER-JADE SANDERSON (East Metropolitan) [9.43 pm]: In the few minutes that we have left 
tonight, I rise to speak in opposition to the Electricity Corporations Amendment Bill 2013. From what I have 
ascertained from the briefings on the bill and from reading the bill and the explanatory memorandum, the 
purpose of the bill is to bring together the generation and retail arms of Verve and Synergy under a single board, 
providing some economies of scale. Essentially, this will create a huge entity—a behemoth in the market—
running about 80 per cent of the retail market and 60 per cent of the wholesale market and virtually 
monopolising most of that market. It seems a far cry from the free market, private enterprise philosophies of the 
Liberal Party. In fact, it seems like a more socialist policy than a capitalist policy. It is making something bigger 
and throwing more regulations at it.  

The Liberal government has struggled to find any support for this bill amongst its usual friends. The Chamber of 
Commerce and Industry of Western Australia does not support it; it has been very vocal against it. The Chamber 
of Minerals and Energy of Western Australia, the WA Independent Power Association and the private sector 
have all been incredibly vocal about it. They are not only concerned about the uncertainty that has been created 
by the toing and froing of the government over the last term but also about their fears that this huge entity will 
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dominate the entire market. It is much harder for smaller players and innovation in this market to provide a really 
competitive framework to lower prices for consumers because at the end of the day what matters most is that 
people want to turn their lights on and put on the air conditioning on a 42-degree day.  

I hope to hear members opposite speak on this bill, particularly those who espouse free-market philosophies, and 
how they support this bill to re-merge these two entities and regulate them further. It just runs further to the 
microeconomic reform and deregulation of markets that we have seen across the country under most Liberal 
governments. Handing control to one single entity seems extraordinary. 

Debate adjourned, pursuant to standing orders. 
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