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ENERGY PORTFOLIO — MANAGEMENT 
Matter of Public Interest 

THE SPEAKER (Mr M.W. Sutherland) informed the Assembly that he was in receipt within the prescribed 
time of a letter from the Leader of the Opposition seeking to debate a matter of public interest. 

[In compliance with standing orders, at least five members rose in their places.] 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [3.03 pm]: I move — 

That this house condemns the Barnett government for its chaotic management of the energy portfolio 
resulting in the resignation of the majority of the Synergy board, and the losses incurred in the Pilbara 
underground power project. 

This is the first opportunity since Parliament rose six weeks ago for the opposition to raise a very significant 
issue that occurred over the break. The resignation of the majority of Synergy’s board members deserves a full 
and complete explanation by the Minister for Energy and by the government. Synergy is a major government 
trading enterprise. This is an enterprise responsible for the retailing of electricity in Western Australia, 
particularly in the south-western part of the state. It is very important that the events that occurred in relation to 
this $1 billion-plus business receive a full airing in this house. I was very disappointed during question time 
when the minister was asked about these things, because he refused to answer the questions. I do not know 
whether he cannot comprehend everything at once. I do not know if it is all too much for him—I suspect it is—
but these are issues about which he should explain. Some of the most respected businesspeople in not only 
Western Australia, but also Australia, have resigned en masse from a government trading enterprise, and the 
Minister for Energy refuses to provide any explanation whatsoever. It is not reasonable. His role as a minister is 
to explain what goes on in his portfolio. We will give the minister the opportunity in this debate to explain what 
has gone on. 

We all know that over the past five years there has been chaos and mismanagement inside the energy portfolio. 
Remember the $300 million-plus losses from the Muja AB fiasco? That was going to cost taxpayers nothing, but 
taxpayers have had to kick in $300 million for that one! Remember the solar feed-in tariff disaster that resulted 
in a $417 million loss? Do members know why the losses took place? It was because the government did not 
have the brains to stamp the applications as they came in, so it was not known which were received before the 
cut-off date and which were received after. That is why taxpayers were up for $417 million for that one. 

The Pilbara underground power project, which we will talk about in a moment, is another $100 million loss. The 
Pilbara power generation project loss of $100 million and numerous others total around $1 billion in defined 
losses in the energy portfolio. Over the winter break, four members of the Synergy board resigned en masse 
because of the Minister for Energy. What is plain is that they resigned because of the minister. They do not like 
his management style. They do not like what he has done and they do not like his undermining. I will take 
members through what the Minister for Energy needs to explain, but before I do that I want to explain to the 
house who these members of the Synergy board were prior to their resignations. First of all, I will refer to the 
chairperson of Synergy, Mr Michael Smith. Mr Smith chairs the boards of iiNet and the Perth International 
Arts Festival, and is a director of 7-Eleven stores. He is the vice-president of the Australian Institute of Company 
Directors and a former chair and director of the West Coast Eagles. That is Mr Michael Smith—a senior and 
respected business figure in Western Australia. The minister is rolling his eyes about him. I can see it; everyone 
can see it. It is obvious what the minister thinks of him. That is Mr Michael Smith, a senior and respected 
business figure in Western Australia. 

Then we have Emeritus Professor Margaret Seares, who is a member of the National Research Infrastructure 
Council, the Creative Industries Innovation Centre and the Telethon Institute for Child Health Research, and was 
formerly senior deputy vice-chancellor at the University of Western Australia. She is another one who resigned 
because of the minister. Then we have Mr Eric Hooper, who is also a director of RC Sadleir Pty Ltd and 
Ocean Gardens, and a former chief financial officer at St John of God Health Care. Then we have someone who 
I am familiar with—one of the three that I know well—Mr Keith Spence. He is respected as a businessperson 
Australia-wide and internationally. I will go through his résumé for members. He is the current chairman of 
Clough Ltd, chairman of the — 

Dr M.D. Nahan: No. 

Mr M. McGOWAN: That is on his résumé. The minister might know better.  

Dr M.D. Nahan interjected. 

Mr M. McGOWAN: He was the former chair of Clough, then. He is chairman of the National Offshore 
Petroleum Safety and Environmental Management Authority, chairman of the State Training Board of Western 
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Australia, chairman of the Australian Institute of Management, former chief operating officer of Woodside Ltd, 
and acting chief executive officer of Woodside Energy, amongst numerous other appointments. He was on the 
board of Synergy. Those four, including Mr Keith Spence, a former acting chief executive officer of Woodside, 
resigned en masse. Do members think they did that lightly? Did these people suddenly have a rush of blood and 
say, “We’re going to resign because we don’t feel like it any more”? They resigned for a reason. These are not 
people who make rash decisions; these are respected people. Let us go through the reasons that they have 
provided for their resignations. Professor Seares said — 

I don’t support the (minister’s) proposed changes to the governance structures. I think the organisation 
was going in the right direction.” 

Mr Hooper said that the proposals of the minister were — 

… like “handing the keys of power to one person”. 

“There has been a continued undermining of board processes,” … “It is totally inappropriate for a 
government trading enterprise to have an executive chairman.” 

When he talks about undermining, he is referring to the Minister for Energy. Mr Spence has not given his 
reasons, but I think he should do so. Mr Michael Smith, the chairperson of Synergy, said, referring to the 
Minister for Energy — 

“He told me that he had already offered the job to someone else,” Mr Smith said. “He told me the name 
of the person, he told me they had declined. 

“I was clearly presented with a fait accompli and an inappropriate process.” 

This is where the minister needs to provide a full explanation about what is going on. Some of the most senior 
businesspeople in Western Australia are accusing the minister of continued undermining and inappropriate 
processes. All those things are going on inside one of the biggest government trading enterprises in Western 
Australia. The minister said, in response to Mr Michael Smith’s statement — 

“This is not true. I never offered the role of executive chairman to anyone.” 

The minister’s quote is from The West Australian on 24 July, yet he will not repeat it in the house. What does 
that say to members? If he repeated that statement in the house, of course, and he was not telling the truth, the 
Westminster tradition is that he should resign. We are saying to the minister that he should explain the situation. 
What undermining of the chair of Synergy did he undertake? What inappropriate processes did he go through? 
What other meetings was he holding with some directors, undermining other directors? What sort of 
incompetence has gone on here in relation to this? This is absolutely scandalous. What is more, when all these 
directors of the company resigned, a whole week went by without the minister revealing that information. If this 
were a publicly listed company, the minister would have been required to reveal that information immediately, 
yet he hid it from the public for an entire week. Then, from 11 July—more than a month ago—until today, the 
organisation has been without four directors. 

I note that the minister rushed in and appointed someone, and announced it five minutes before question time 
today. What a surprise! On the day that the opposition raises this issue in Parliament the minister announces the 
appointment of a full-time chairman of the organisation. As far as I can tell, he still has not filled all the board 
positions, despite the Premier saying around three weeks ago that he would have all these positions filled. A 
major government trading enterprise is rudderless for a month, board members are undermined, and a 
chairperson accuses the minister of things, to which the minister says the opposite, so someone here is lying. It is 
either the minister or Mr Michael Smith. 

A government member interjected. 
Mr M. McGOWAN: What was that one? I thought the Minister for Planning said something witty. 
Mr J.H.D. Day: I said nothing. 
Mr M. McGOWAN: That was probably wise. 
Either the minister is not telling the truth, or Mr Michael Smith is not telling the truth. The fact that the minister 
will not repeat in the house what he said outside the house directs us all towards who has been misleading here. 
The opposition is seeking an explanation of these important matters of public administration. 
In the motion, we also raise the latest area of blowout in the energy portfolio. In 2010, the government 
announced the undergrounding of power in Karratha, saying it would cost $130 million and that it would be 
completed by 2012. It was to be predominantly funded by government through the royalties for regions scheme 
with a 25 per cent contribution from local governments in the area. What has happened since then? The project 
for undergrounding of power was commenced. Make no mistake, this is a worthy project. 
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Mr C.J. Barnett: Are you having two bob each way? 

Mr M. McGOWAN: The Premier cannot seem to get his head around it. It is a worthy project, but in Parliament 
we raise errors of public administration. It is a worthy project, but there has been a massive blowout in costs. 
Why is that? It is a relevant thing to be raised in here, and it requires full explanation from the minister. My 
office has been deluged with complaints from people in the Pilbara about the massive cost imposed on their rates 
levies because of the increase in the cost of undergrounding power. Average families in the area are receiving 
bills of around $3 500. Businesses are receiving bills much higher than that. Petitions are being launched. People 
are unhappy about the cost increase, because they were advised it would be significantly less. We were told by 
the government that the project would be finished in 2012, but now it will not be finished until 2018—a massive 
blowout in time. Then we learn that there has been a $100 million increase in the cost, from $130 million to 
$230 million, and the ratepayers, particularly in the City of Karratha, are bearing part of the cost. What are the 
reasons behind this? How could this possibly be? This is the explanation from the Minister for Regional 
Development in the estimates committee on 20 May 2014 — 

The physics of undergrounding was one of those unexpected challenges. 

The former director general of the Department of Regional Development—now departed, which also requires 
explanation—Mr Paul Rosair, said, on the same day — 

As the minister alluded to, given the nature of hard rock and the difficulties experienced in some of 
those areas, the original estimates were considerably underdone. 

In other words, the government did not know the ground was hard in Karratha; it did not do the due diligence 
behind this project. It did not do the analysis or the proper business case to work out what the full cost would be, 
so that the people of Karratha, in particular, and surrounding communities would know before they signed up 
what the cost would be to them. 

Consequently, the government imposed an additional cost on taxpayers and ratepayers. That is where the 
incompetence lies. 

It is a worthy project; but before this worthy project was undertaken, the ground should have been tested. Like 
Tony Greig, the Minister for Energy should have gone up there with a key and tested the ground to see how hard 
it was. If he had done that, he might have learned that the ground up there is hard; in fact, I would go as far as to 
say that the ground in that part of the world is some of the hardest in Australia. I have turned a sod at the TAFE 
college up there—it was bloody hard! I tell you what: it was hard to get a shovel in that ground. I could have told 
the minister that had he asked me. Unfortunately, he did not go up there and did not do the due diligence, and the 
people of Karratha and the surrounding area are paying. What is more, the taxpayers of Western Australia are up 
for tens of millions of dollars as part of that $100 million blowout. In conclusion, maladministration, 
incompetence, hopelessness and misleading are the traits of this government and they are writ large when it 
comes to the energy portfolio. 

MR W.J. JOHNSTON (Cannington) [3.21 pm]: I want to draw attention to a couple of issues. The first 
concerns Mr Chatfield and Mr Goddard. I do not have a problem that the Minister for Energy appointed a friend, 
Mr Goddard, to the board. He is entitled to do that; he is the Minister for Energy. In the Minister for Energy’s 
inaugural speech, the minister thanked Mr Goddard for his friendship and time. He is entitled to appoint a good 
friend to the board, but I want to know why, when the minister says that there was a problem on the board and he 
says that the chairman raised those issues with him, the majority of the board—four people—leave and the 
minority of the board stays. The opposition would like to know why the minister supports the minority position 
on the board and not the majority. Has the minister rung the resigning directors to thank them for their service? 
Has he written them a letter to thank them for their service? What did the letter say? Will the minister table the 
letter? Will he table the letters of resignation? How often did the minister meet with the minority group on the 
board without the chairman being present? How many times did that occur and what was discussed? 

Mr Chatfield’s views on Synergy are well-known. He held those positions in public well before he was 
appointed to the board, so we all know what his views are, but the opposition would like to know how often the 
minister discussed those issues with Mr Chatfield without the presence of the chairman. Does the minister 
consider going behind the chairman’s back to be good practice? Will the minister do that to the new chairman? 
Will the minister go behind his back to discuss matters with a minority group of the board? Are those all good 
practices, minister? If the minister was prepared to tell journalists that he did not have the conversation described 
by Mr Smith, that he described to the media—the minister said that was not true—how come the minister will 
not say the same words in this chamber? Is that because the minister is happy for incorrect information to have 
been given to the media? The minister knows that there are consequences for repeating the same thing in this 
chamber. Why is it that the minister refused several opportunities during question time to set the record straight 
regarding a conversation that he had with Mr Smith, which Mr Smith, properly, has been in the media talking 
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about and the minister has been in the media talking about but that he will not discuss with the Parliament—a 
conversation that was not confidential when he was talking to a journalist, on the record, with the journalist’s 
tape recorder going, but suddenly here in the Parliament the exact same conversation becomes confidential? Is it 
not true that the minister was having that conversation with Mr Smith in his capacity only as chairman of 
Synergy? How is it that the minister can have a confidential conversation with the chairman of Synergy, where 
the minister is representing the taxpayers’ interest and Mr Smith is representing the interests of the company 
owned by the taxpayers, but somehow that conversation is confidential? Why did the minister spend 10 days 
hiding the truth and refusing to tell the truth to the people of Western Australia that he had already received 
those resignations? Why did the minister take 10 days to admit the truth to the media and only after Jonathan 
Barrett from The Australian Financial Review tweeted about the matter? In fact, in the morning, on his way to 
cabinet, the minister was asked by a journalist from the ABC about the resignations and the minister’s reply was 
that the chairman had resigned; he never acknowledged that there were three other resignations. Why was the 
minister not prepared to tell the truth on his way into cabinet to Australia’s national broadcaster? Why did he 
come out and tell the truth in the afternoon only after journalists had broken the story after they had spoken to 
some of the resigned directors? Does the minister think that that is good practice—to hide the truth from the 
people of Western Australia? 

When is the minister going to table the resignation letters? That is a simple question. The minister knows I have 
FOI-ed them. I have sent the minister a freedom of information request. They are going to become public 
anyway, because they are not confidential documents. The minister has no basis under the Freedom of 
Information Act to withhold them, so they are going to become public eventually. Why does the minister not 
table them now? What is the minister hiding? Why is the minister so scared of the truth in this chamber? Why is 
he prepared to be not honest in this chamber and why is he prepared to be not honest outside this chamber? Why 
is that the case? 

Today, five minutes before question time, after six weeks of having no quorum for the board of Synergy, the 
minister announced the appointment of two people to the board. That is an interesting decision, because last year 
the minister changed the law regarding the process of appointment to the board of Synergy. The minister 
changed the law so that it states — 

In making nominations for appointment to the board of a corporation the Minister is to ensure that — 

(a) each nomination is made only after consultation with the board; 

On what date did the minister consult the board about these two new appointments? If the minister has not 
consulted with the board, he has not validly appointed either of those people, and that means that they cannot get 
paid, because someone cannot be paid to do a job that they do not lawfully occupy. 

I am told that the minister has said to journalists that he has legal advice to get around this process. Please let us 
know what that legal advice says. 

Dr M.D. Nahan: Show your evidence! You have said this in Parliament. You have made a claim in Parliament; 
show your evidence. Come on! 

The SPEAKER: Minister for Energy, I call you to order for the first time. 

Mr P.T. Miles interjected. 

The SPEAKER: Member for Wanneroo, I call you to order for the first time. 

Mr W.J. JOHNSTON: Perhaps I should correct what I said. Maybe it was not the minister; maybe it was 
somebody on his behalf. However, one way or another, I am told that the minister has legal advice to say that he 
can get around the written law. 

Point of Order 
Dr M.D. NAHAN: The member for Cannington has made an accusation that is completely and utterly false. He 
is trying to make waves. He should be censured. 

Several members interjected. 

The SPEAKER: Firstly, opposition members know that points of order are to be heard in silence. Secondly, 
there is no point of order, and the Minister for Energy will be given an opportunity to respond. 

Debate Resumed 

Mr W.J. JOHNSTON: If the minister does not have legal advice, that is even more interesting. If the minister 
has appointed these two people through the cabinet process—I understand that at his press conference the 
minister said that they were considered by cabinet yesterday—and he did it without legal advice, will the 
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minister tell members whether he was in compliance with the act? The act states that in making nominations for 
appointment to the board of a corporation, the minister is to ensure that each nomination is made only after 
consultation with the board. If there is some other provision of the act, the minister should bring it to members’ 
attention. The minister should tell members how he complied with that act, because since the four resignations, 
the board cannot meet; it does not have a quorum. The minister’s law, the act that he passed, states that there has 
to be four members of the board to have a quorum. 

Why is it good practice to go six weeks without a board of a multibillion-dollar company? Why is it that these 
four senior people in Western Australia’s community can resign and then go to the media and talk on the record, 
and the minister says that there was nothing wrong; that there were no problems or no issues to be dealt with? 
Clearly, the minister is the only person who thinks that way. There is one other person who thinks the same as 
the minister and that, of course, is the Premier. Here is a question for the Premier: when he found out that these 
four senior people had resigned, did he ring them up and talk to them? Did he ask them what their opinions 
were? Did he try to get the lowdown on whether there was a serious problem inside Synergy created by the 
minister? Did the Premier go and talk to these four people who were resigning—these senior people the minister 
had lauded when he appointed them to the board? Did the Premier do any of those things? Did he treat any of 
these directors with the respect that they deserved? Did he talk to them about what had happened? 

Mr C.J. Barnett: Ask me a question at question time. 

Mr W.J. JOHNSTON: The silence is the answer. 

Mr C.J. Barnett: One is a very close friend of mine. 

The SPEAKER: Members! Premier! 

Mr W.J. JOHNSTON: What is the minister’s position on privatising Synergy? Why has he promoted the idea 
of splitting Synergy into two gentailers and selling them when the Premier has consistently said that there will be 
no privatisation of Synergy? Why did he discuss those issues with the board? Was there an attempt to undermine 
the Premier by putting two people of his own on the board, one of whom, Mr Chatfield, has publicly supported 
the idea of splitting Synergy? Why did the minister tell the former chair of Synergy that he was going to appoint 
an executive chair? Why did he want to get rid of Mr Smith? What did he do when he knew about the 
disagreements on the board? Did the minister back the chairman? Did he back the majority? If he thought that 
Mr Smith had been in the job for too long, why did he appoint him in June last year? Less than a year ago the 
minister appointed him, and not once did he mention in his media release when he announced Mr Smith’s 
appointment that he was going to be only an interim chairman. What will be the total cost to the board now that 
the minister has a full-time chairman? Given that the minister said that the full-time chairman will be responsible 
for fuel and energy purchases et cetera, what is the difference between that and being the chief executive officer? 

Is the minister looking to move Mr Waters on? If the minister is to take part of Mr Waters’ duties and give it to a 
full-time chairman, what will he do with Mr Waters now? The minister has given a vote of no confidence in 
Mr Waters as well. We have not even got on to all the other shambles, including the problems with energy 
supply to Albany. At the moment, Western Power has to put temporary generation into Albany to keep the lights 
on! We have not even got to that one because this is such a mess. The mess is sitting opposite, and it is called the 
Minister for Energy. 

DR M.D. NAHAN (Riverton — Minister for Energy) [3.32 pm]: I thank the member for Cannington for his 
rather rambling set of questions; he must have done them on his way in today! On the issue of Synergy and of 
boards generally, there are differences between gentailer boards and corporate boards. I think this is part of the 
problem in that GTs are government owned. They have a single enterprise and are not commercially necessarily 
organisations. This includes Synergy, which we subsidise to the tune of $500 million a year. It is the government 
that sets the overall direction; it is the government that sets the overall strategy. The board steers the business in 
that direction. In the private sector, however, often the board needs to represent many small shareholders and 
many large shareholders, and it also sets the directions, goals and strategies for the business’s insurers and key 
performance indicators for management, so it both points the direction and steers it in that direction. It is a bit 
different here because here, when things go wrong, the minister is accountable. That has always been a source of 
tension in these boards, particularly in the Western Power board, throughout history. We need only ask former 
energy ministers. This time, when Synergy and Verve Energy were put together again, we did two things. We 
took some of the board members from the old Verve, one of whom was Keith Spence, and three from Synergy—
namely, Margaret Seares, Eric Hooper and the chairman, Michael Smith—and put them together. We added two 
new people—Mark Chatfield, who spent some 25 years as a senior manager in Western Power, and 
Mike Goddard, who was on the boards of Clough, Bunnings and a whole range of other firms. We put them 
together, and I must say that Mike Smith has done a great job. His skill base is primarily in two areas. Firstly, he 
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is a marketing person and is excellent at putting together businesses and making sure they are transparent and 
whatnot. He did a great job pulling together the merged entity. That is together; it is bedded down. 

As of 1 July, I had a discussion with Mike Smith and said that after eight years, I was going to have a change of 
chairman. Specifically, I had a discussion with him about a range of issues, including a full-time chairman and 
an executive chairman. He gave me his advice quite clearly: he did not think an executive chairman was proper. I 
agreed with him and we have not appointed one. It was never offered to anybody. I took the advice of my 
chairman and reacted to it. 

Mr M. McGowan: He lied; he lied to you. 

Dr M.D. NAHAN: And then he — 

The SPEAKER: Leader of the Opposition, I do not want to hear the word “lied” in here again. 

Dr M.D. NAHAN: He was upset, but I did this for a variety of reasons. This business has changed 
fundamentally. When he was chairman of Synergy before, it was a marketing firm, it was a retailing firm, and he 
had extensive skills in doing that. He was good at putting boards together, particularly two boards. He did a great 
job on that, but going forward, this is an industrial production business facing significant strategic challenges, 
market changes and changes in the risks, and it requires someone with different skills and also with more time. 

Mr M. McGowan: An industrial production? 

Dr M.D. NAHAN: Yes, it is. 

Mr C.J. Barnett: A manufacturer. 

Dr M.D. NAHAN: It is manufacturing electricity; it is not selling electricity. 

Mr C.J. Barnett: It is a major industrial complex. You have no understanding of the history. 

Dr M.D. NAHAN: None. It is babble, babble. I put that to him, and he was upset, but in this business the 
government and the minister choose the chairman. He then went and had a chat with the other three people 
whom the member for Cannington mentioned before and they resigned. They resigned on the basis—it is out 
there—that I was appointing an executive chairman. They resigned because they were worried that I had 
changed the role of the chairman and the role of the CEO to be an executive chairman. I did not. I took advice. I 
did not do that; it has not been done. It is a full-time chairman, but with no executive powers. It is different. 

Mr F.M. Logan: Why? 

Dr M.D. NAHAN: It is different for a variety of reasons, but I chose not to do that because the chairman advised 
me not to and I decided not to. Why did they leave? 

Mr W.J. Johnston: Table the letters! Table the resignations! 

The SPEAKER: Member for Cannington! 

Dr M.D. NAHAN: They left precipitously because I was going change the governance system. The member for 
Cannington read out their views about an executive chairman. They are wrong. I did try to contact them. I heard 
that they were upset, so I put calls to each of the three of them, but none of them returned my calls. I got the 
letter. I talked to one of them subsequently, but she had decided to leave. These people have resigned, but they 
resigned for the wrong reasons. They should have been a little calmer, and if they had a concern, they should 
have gone to the chairman—Mike Smith was still the chairman when they resigned—to express their concerns or 
come directly to me. I do not know if they went to the chairman, but they did not come directly to me. Given the 
senior role that they played in directorships, we would not have expected that, but that was their choice. Mike 
Smith resigned four days later. That was his choice. I told him that I was going to make a change. He asked me 
when and I said, “Well, let’s talk about that.” They went out quickly—more quickly than I thought. That is fine. 
We have been inundated with applications for the positions on this board and we have made a change. That 
change of a new chairman that was announced today has taken some time because we had to go through the 
proper processes and it had to go through the board. People have asked why we did not announce to the public 
that people had left the board. At the first instance I could get to cabinet, which is the proper process, I addressed 
it, and I announced it immediately thereafter. 

Mr W.J. Johnston: What a load of rubbish! 

Dr M.D. NAHAN: The member for Cannington could not identify — 

The SPEAKER: Member for Cannington, I call you to order for the second time. 

Mr P.C. Tinley interjected. 
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The SPEAKER: Member for Willagee, I call you to order for the first time. This debate has been heard in 
relative silence and I expect it to continue. 

Dr M.D. NAHAN: Some people are leaving the board. We are in the process of replacing them. The chairman 
had left the board. I thank him for what he did. I thank all of them for what they did. I think three of them left 
precipitously, but that is their choice. We are moving on. 

The new chairman, Lyndon Rowe, has a great many skills in this area. He has been involved in the energy 
debate. He has been the regulator of the industry and this firm for 10 years. He also has a great deal of 
knowledge and skills in a range of strategic issues, particularly the structure of the energy market, which is one 
of the big challenges for this business going forward. He is perfectly positioned for this. He has not taken, as 
claimed, the responsibility for Jason Waters. I have a great deal of trust and faith in Jason Waters, the young 
CEO of Synergy. He will go far. The firm has been inundated with a range of wider strategic issues. It also has to 
focus on driving efficiencies in the firm, which is the priority task of the CEO. Jason is doing that. His attention 
has been focused on the broader strategic issues, which Lyndon will help him deal with. There has been no 
change to the executive powers of the business at all. It is often common when firms go through massive 
structural change or face massive issues such as Synergy is facing for the chairman to come on board and take 
more of a role. Mike Smith did not have the time to do that. It is unfortunate that they left in the manner in which 
they left. I wish they had not but they did. I thank them for their assistance. We go on. I am confident that the 
new board and the management of Synergy will drive efficiencies in that business and help it adjust to the many 
challenges, including the structural changes, in the market. I think they are well positioned to do that. 

As to the pay scale for Lyndon Rowe as chairman, he will get the same pay that he got at the Economic 
Regulation Authority. That will be offset by the moneys that were paid to the former chairman. There will be 
changes at the ERA. It will have to get a new chairman. A temporary chairman of the ERA will be appointed. 
That person will be acting for about six months. The act provides for that. He will be on a fraction—about half—
of that salary. We will also propose legislative changes to the ERA on the recommendation of the former 
chairman, Lyndon Rowe, and the current CEO that the future chairman be part time. There will be savings as a 
result. We expect that once we put it all up, the overall additional cost will be $70 000 a year. 
Mr W.J. Johnston: Is that offsetting the ERA? 
Dr M.D. NAHAN: Yes. 
Mr W.J. Johnston interjected. 
The SPEAKER: Member for Cannington! 
Mr M. McGowan: What’s the current pay of the board of Synergy? 

Dr M.D. NAHAN: The Leader of the Opposition should look at the record and do his own work for once. He 
should not just go around and pick things out of the air. 

Synergy faces a lot of challenges. 

Mr W.J. Johnston: You’re one of them. 

Mr P.C. Tinley: You’re a danger to the market. 

Dr M.D. NAHAN: Yes, a danger to the market. 

Synergy faces a lot of challenges. It is an extremely important enterprise for the state and for the wider 
community. It is the major provider of electricity here. More importantly, it is one of our largest cost centres, 
costing $500 million a year. When disaggregation took place in 2006, the total subsidy for this industry was in 
the vicinity of $60 million. Now it is pushing $500 million. That is despite an 80 per cent increase in price. That 
is because we have struggled to fix Labor’s mess. The losses that Labor left in the electricity system have cost 
more than WA Inc. It has been an absolute disgrace. The member for Cannington was on radio last night saying 
that he could do a review. When asked what he would do, he said that he would not answer as the election is a 
couple of years off. 

Mr W.J. Johnston: You resign; I’ll do your job. No worries. 

Dr M.D. NAHAN: Imagine the member for Cannington as the Minister for Energy! 

Several members interjected. 

The SPEAKER: Member for Victoria Park, you have just walked in and you are screaming out again. The first 
half of this debate was heard in relative silence. The opposition had a chance to put its case. The government 
now has a chance to put its case. I do not want this wall of noise. 
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Dr M.D. NAHAN: The general theme from the opposition is that there is chaos in the electricity sector. Chaos is 
what it left. I would like to go through some of the changes we made. When we came to power, the ERA did a 
review and said that prices had to increase by 72 per cent. The opposition, then in government, started that 
process by increasing prices by 10 per cent a year. We have followed through about 80 per cent, including the 
carbon tax, which is coming off. We also had moderate losses at that time in Verve and Synergy. They started 
haemorrhaging larger. The first thing we did was try to work within the existing market to fix and cauterise the 
losses in Synergy and Verve, otherwise Verve was going to go bankrupt. We increased prices, we worked 
through the system and we changed the contracts with Synergy and Verve. It did not work. That is because the 
market itself and the separation of Verve and Synergy was fundamentally flawed, which the opposition had a 
review about but never talked about. It had a review on something for the sake of review but it set up a system 
that was fundamentally flawed. We came into government and we have put Synergy and Verve together again, 
with a range of caveats to restrict excessive control of power. That is working. We are going to drive efficiencies 
and reduce the subsidy to this business, effectively over the next period of time. 

The member for Cannington talked about another newspaper article that was published last week. The Australian 
Competition and Consumer Commission did write to me a year ago and indicated that it had some potential 
concerns about bringing Synergy and Verve back together and that would enhance the market concentration of 
the business. They were valid concerns. We had discussions at officer level with the ACCC right from the start. I 
received a letter from Mr Sims. Mr Sims has to be concerned about market concentration powers. He knows a lot 
about this because he was one of the major consultants to the previous government when it looked at 
disaggregation. He did some fine work. We had discussions with him and he indicated that he had these 
concerns. In the end, he did not go public with those concerns because we addressed those issues. 

Mr W.J. Johnston: No, you didn’t. 

The SPEAKER: Member for Cannington! 

Mr W.J. Johnston: It’s not true. 

Dr M.D. NAHAN: Did the ACCC come out and criticise the merger? No. We addressed the potential concerns 
of market concentration. We addressed it in the structure of the business. We addressed it explicitly in the acts. 
We addressed his concern, and he was comfortable with it, and therefore he did not come out publicly and 
criticise it at all. 

Mr W.J. Johnston: That’s not a true statement! It’s false! 

The SPEAKER: Member for Cannington, I call you to order for the third time. You had a good chance to speak. 

Dr M.D. NAHAN: The member for Cannington has trouble with the truth. 

Point of Order 

Mr W.J. JOHNSTON: The problem, Mr Speaker, is that I never raised any issue regarding — 

The SPEAKER: That is not a point of order. Sit down, please.  

Mr W.J. JOHNSTON: It is not addressing the issues raised in the motion. 

The SPEAKER: Just sit down, please. 

Mr W.J. Johnston: That is not what we are debating. If you want to have a debate about that, come back 
tomorrow. 

The SPEAKER: Member for Cannington! 

Debate Resumed 
Dr M.D. NAHAN: So the ACCC is satisfied with the market restructure. The whole industry was concerned 
about this. Many of the players in the industry were concerned about the merger of Synergy and Verve, but now 
they are very comfortable with it. We will see shortly that it was the right thing to do. Labor of course resisted it. 
Labor still criticises it. It resisted it. But it created the need for it with the poor structural formation of the 
industry. 

I come back now to the issue of the board of Synergy. It is very important that we have the best people on the 
board of Synergy, but the board must realise that it reports to a single equity holder—us; the government. We are 
ultimately accountable for Synergy, and it is up to the minister and cabinet to choose the chairman. Mike Smith 
did a fine job. But it needed to be changed. We have now got a new chairman on board. He has my full support, 
and I look forward to it. Also, there were tensions on the board of Synergy. I accept that tensions are necessary. 
This was not a tea club. Boards need to have vigorous and aggressive debates from a whole range of sources. But 
I always went through the chairman. At no time did I go around the chairman. At no time did I have discussions 
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with individual board members on issues germane to the board without the chairman being knowledgeable or 
being there in person. It is unfortunate that those three members left. If they had asked about the issue they were 
concerned about, they would have found out that it was not a concern, and there is proof that it did not happen. I 
look forward to announcing further members of the board of Synergy and getting on and driving efficiencies in 
the business and having it work through changes in the market to fix up Labor’s mess. 

MR D.T. REDMAN (Warren–Blackwood — Leader of the National Party) [3.52 pm]: I would also like to 
contribute to this debate. I found it interesting that this is the lead issue that the Leader of the Opposition has put 
up as a matter of public interest this week, and at one point during the debate he turned around and had a look 
behind him, and only about two people were there. I reckon the Labor members were in one of two places—they 
were either digging into the sandwiches in the room next door at afternoon tea time or outside doing their 
numbers. I reckon the Leader of the Opposition did not like either of those options, so he put out the word to get 
them back into the chamber, because he wanted to make sure that when he turned around, there were some 
people sitting behind him to support him in the lead issue of the week. 
Several members interjected. 
The SPEAKER: Member for Willagee, I call you to order for the second time. Leader of the National Party, 
come back to the point. 
Mr D.T. REDMAN: Thank you, Mr Speaker. 
One of the key issues here is regional Western Australia. As I have said before, the Leader of the Opposition has 
no credibility in regional Western Australia—none whatsoever. Labor’s record in regional Western Australia is 
deplorable. 
Several members interjected. 
The SPEAKER: Member for Mirrabooka! 

Mr D.T. REDMAN: One of the consequences of making significant investments in regional projects in Western 
Australia is that we open ourselves up to scrutiny. When we do not make investments in regional Western 
Australia, it is easy not to get it wrong. It is easy not to get it wrong if we do not make any investments in 
regional Western Australia. This Liberal–National government has a really solid reputation for its commitment 
to regional Western Australia through the royalties for regions program. When we have a dedicated program 
such as that for regional Western Australia, it means that we can get onto the agenda the sorts of programs that 
were simply not on the agenda before. 

Those members who were here when Hon Tom Stephens was the member for Pilbara will remember how he 
used to sit at the back of the chamber and carry on and on about all the shortcomings in his seat of the Pilbara. 
One of the most significant recipients of investment funding from this government has been the Pilbara region, 
and quite rightly so. Recently I heard the Mayor of the City of Karratha make the point that in 2017—I assume 
that is when Gorgon and other projects will come onstream—the Pilbara region will be responsible for 40 per 
cent of the exports from this nation. If it is even close to that figure, we will have here in Western Australia one 
of the most significant export producers in our nation. 

Therefore, it is important that we invest back into regional Western Australia. That is why we have supported 
things such as the Pilbara underground power program, which has been on the agenda for a long, long time. We 
have made the decision to commit to that project, and we are putting in a significant amount of resources in two 
tranches. Yes, I understand that there are some challenges, and I will come to those challenges in a second, but 
considering that there is a cyclonic season in that part of the world, it is fundamental to the safety and viability of 
the businesses and the communities in the residential areas of Karratha and Port Hedland that underground 
power is in place. This is, therefore, a very important project. 

Labor took two approaches when it came to all things energy in regional Western Australia. The first is that it 
did not invest. I have just been told by the Minister for Energy that under this government’s leadership, we have 
replaced or reinforced—this is Western Power—62 per cent of the power poles. That is a significant investment 
program, and there is a lot more to come through. Labor had an extremely poor record in that regard. The 
second—it is a pity the member for Cockburn is not in the chamber—is that not only did Labor not invest, but its 
policy positions were second rate. Labor saw regional Western Australia as second rate. Labor introduced a 
distribution headworks charge that meant that anyone who wanted to expand on the edge of the grid had to pay a 
contribution towards the capacity of the lines to get to that area. That put the foot on the hose when it came to 
regional development. We changed that policy position under the leadership of Hon Peter Collier as the energy 
minister of the day. By ensuring that we are investing in regional Western Australia, and by ensuring that we 
have our policy settings right, we are supporting substantial and sustained regional growth. There is no doubt 
that there are some challenges with all investments into regional Western Australia. It is a difficult environment 
to get good, solid, competitive commitments from contractors to do projects. There is no doubt that at that time 
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in the Pilbara there was a level of escalation that was also making delivery of contracts challenging. We 
understand that there are challenges, but we will not step back from those challenges. We will continue to 
contribute to make sure that those significant communities in regional Western Australia are not second best. 
Those communities are very, very important to us and we will continue to support them. I again make the point 
that the Labor Party has no credibility when it comes to regional Western Australia, and once again that is 
showing through. 

MR B.J. GRYLLS (Pilbara) [3.58 pm]: In the few minutes left for this debate, I want to talk about the Pilbara 
underground power project. This was one of the first commitments that the Liberal–National government made 
under the Pilbara Cities project to make sure that the communities in the Pilbara could grow. The Leader of the 
National Party spoke about this. He said that it is very easy to not make a mistake in the Pilbara if we do not do 
anything. That was the policy of the previous government. I recall visiting Karratha straight after a cyclone, and 
every single power pole in the town was strewn on the ground. Our very valuable volunteers in the State 
Emergency Service were trying to make the community safe by picking up the power poles and they were trying 
to hook the power back on. In January and February in the Pilbara, it is normally 45 degrees, and after a cyclone, 
it is extremely muggy, and the power was out to remote communities. As we know, power supply is critical to 
people. One would think that sensible public policy would be to underground the power in the Pilbara, where it 
is liable to be damaged by a cyclone, as opposed to undergrounding the power in the suburbs of Perth, where 
essentially it is good and it helps with voltage upgrades. However, I am quite sure that the risk of powerlines 
falling down in the city is not the same as it is on the coast in the Pilbara. That is why this is critical policy.  

The decision was made, the business case was accepted from Horizon Power and the project got underway. As 
history has shown, that original business case probably did not take into account enough of some of the 
challenges of delivering the project into Karratha in particular, and that is why cabinet has recently needed to put 
more funding into this project. I, as the local member of Parliament, thank cabinet for making that decision. It is 
easy to walk away from projects that are challenging. It is easy to say that it is all too hard. We know about 
examples of that, as Labor members used to do that all the time. They would say that it was all too hard, throw 
their hands in the air and walk away. The Liberal–National government has ensured that extra money will go 
into the project so that every single powerline in the Pilbara can be undergrounded. That is absolutely critical. It 
is causing some concern locally, as always happens when a bill is sent out to people for a contribution to 
underground power. It needs to be known that the contribution by landowners and business owners in the Pilbara 
is 25 per cent—usually in the metropolitan area it is 50 per cent. Nevertheless, it is still a substantial contribution 
that they have been asked to make. It is being made in an environment when commercial and residential rents 
and property values are dropping; so it is a difficult combination. However, let us look at the alternative. 

The Leader of the Opposition in his press release issued today almost indicates that we should walk away from 
the project; he almost indicates that it should never have started. If the project had not started, it would have left 
the Pilbara with overhead powerlines and no voltage upgrade to allow it to grow and develop into a city. The 
voltage upgrade is a critical component of this project. It will put more capacity in the cables under the ground to 
enable high-rise buildings to be built. Three high-rise towers have been built already and a fourth one is 
underway, a brand-new hospital is coming into the CBD and businesses are growing and expanding. This project 
therefore has been absolutely critical to the future growth of Karratha and to the future growth of the other 
Pilbara communities. This government has put $175 million into that project through royalties for regions. It is a 
big investment. However, it is not a big investment if we consider, as the minister said, that 40 per cent of the 
nation’s exports come from this area and that, for the people working to deliver those exports, the area is subject 
to a lack of power for weeks at a time when a cyclone decimates the electricity grid. 

Where was the Leader of the Opposition’s press release on addressing that problem when he had control of the 
treasury bench? Where was his effort to put more land into the market in the Pilbara? Where was his effort to 
bring doctors to town? Where was his effort to release land to the market? He made no effort. All he has ever 
been able to do is issue a press release and run around after the fact, finding a mistake and criticising it. The 
Leader of the Opposition has no policy goal of his own. He has no ideas of his own. If he does not have any get-
up-and-go and cannot get out there and drive the policy agenda, he will find himself in opposition. That is where 
he is. He found himself in opposition because he has no good policy ideas and he cannot get the job done. The 
Liberal–National government got the job done. We would rather the original business case from Horizon Power 
had made recognition of that challenge but it did not. However, to the Liberal–National government’s credit, it 
went back to the project and, instead of shirking the job and not completing it as occurred in the 40-year to 50-
year history of the resources sector development of the Pilbara, the Liberal–National government is completing 
the job and should be congratulated for exactly that. 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [4.03 pm] — in reply: What we learned in 
that debate is that the government has engaged in a tricky manoeuvre that will increase the cost for electricity 
consumers with the new chairman arrangement for Synergy. That is what is happening. Electricity consumers 
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will be paying for the additional salary of the full-time chairperson of Synergy. The second thing we learned is 
that this Minister for Energy repeated the allegation that in his view Michael Smith did not tell the truth when the 
minister went to him, said that he required an executive chairperson and named the person whom he wanted to 
undertake that role. The minister has once again accused this person of telling untruths. Then the minister stood 
in this place and said that four of the most senior businesspeople in Western Australia acted precipitously, that 
they did not understand and that they were the ones who got it wrong. These are four people who have actually 
worked in industry, unlike the minister. These are four people who are respected across the business community 
in Western Australia, unlike the minister. These are four people of calibre, unlike the minister. These are people 
whom I believe over the minister. The minister claims them to be Johnny-come-lately people who act 
precipitously. These are considered people, they knew what they knew and they acted on the basis of the 
information they were given by another respected businessperson. Then the minister said that there were no side 
meetings between him and others. They all think there were, according to what I have read in the press. The 
minister needs to clarify whether he had those other meetings with some board members pitting themselves 
against others. This is incompetence writ large in the management of our major electricity retailer in 
Western Australia and a crisis in the energy portfolio because of the minister. 

Division 
Question put and a division taken, the Acting Speaker (Mr I.M. Britza) casting his vote with the noes, with the 
following result — 

Ayes (18) 

Ms L.L. Baker Mr D.J. Kelly Mr J.R. Quigley Mr P.B. Watson 
Mr R.H. Cook Mr F.M. Logan Mrs M.H. Roberts Mr B.S. Wyatt 
Ms J. Farrer Mr M. McGowan Ms R. Saffioti Mr D.A. Templeman (Teller) 
Ms J.M. Freeman Ms S.F. McGurk Mr C.J. Tallentire  
Mr W.J. Johnston Mr P. Papalia Mr P.C. Tinley  
 

Noes (33) 

Mr P. Abetz Ms E. Evangel Mr R.F. Johnson Mr J. Norberger 
Mr F.A. Alban Mr J.M. Francis Mr R.S. Love Mr D.T. Redman 
Mr C.J. Barnett Mrs G.J. Godfrey Mr W.R. Marmion Mr A.J. Simpson 
Mr I.C. Blayney Mr B.J. Grylls Mr J.E. McGrath Mr M.H. Taylor 
Mr I.M. Britza Dr K.D. Hames Mr P.T. Miles Mr T.K. Waldron 
Mr G.M. Castrilli Mrs L.M. Harvey Ms A.R. Mitchell Mr A. Krsticevic (Teller) 
Mr V.A. Catania Mr C.D. Hatton Mr N.W. Morton  
Ms M.J. Davies Mr A.P. Jacob Dr M.D. Nahan  
Mr J.H.D. Day Dr G.G. Jacobs Mr D.C. Nalder  

            
Pairs 

 Ms M.M. Quirk Mr M.J. Cowper 
 Mr M.P. Murray Mr S.K. L'Estrange 
 Dr A.D. Buti Ms W.M. Duncan 
Question thus negatived.  
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