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Division 75: Finance — Service 5, Public Utilities Office, $27 500 000 — 
Ms L.L. Baker, Chairman. 

Dr M.D. Nahan, Treasurer. 

Ms A. Nolan, Director General, Department of Finance. 

Dr R. Challen, Deputy Director General, Public Utilities Office, Department of Finance. 

Mr L. O’Callaghan, Principal Policy Adviser, Energy, Department of the Premier and Cabinet. 

[Witnesses introduced.] 

The CHAIRMAN: The first question goes to the member for Cannington. 

Mr W.J. JOHNSTON: I refer to the two dot points under the heading “Public Utilities Office” on page 848 of 
the Budget Statements. The first one is about the priority for the coming financial year being the market review. 
As I understand, there are six work streams that are to engage five consultants for the project. Can the minister 
tell me who the five consultants are and what parts of the review each of the consultants are performing? 

Dr M.D. NAHAN: I refer to Dr Challen. 

Dr R. Challen: I will try to remember which consultants have been assigned to which projects, but I may also 
confirm that with information given afterwards, if that is okay. 

Mr W.J. JOHNSTON: Absolutely. 

Dr R. Challen: Incenta Economic Consulting is looking at some network regulation–related issues and Frontier 
Economics is also looking at some network issues. ACIL Allen Consulting is providing some electricity market 
modelling expertise and KPMG has been engaged to look at some primary fuel matters. As far as I am aware, 
that is it. 

Mr W.J. JOHNSTON: That is four. Do we know the value for each of those consultancies? 

Dr M.D. NAHAN: As the member knows I am not involved in this, so I cannot answer that, but Dr Challen can. 

Dr R. Challen: I will have to take that question on notice. I could not give accurate answers on those numbers at 
the current time. 

Mr W.J. JOHNSTON: Can I have that as supplementary information? 

Dr M.D. NAHAN: Dr Challen identified four consultants. The member said there were six, so we will find out 
how many there are. 

Mr W.J. JOHNSTON: I was informed that there are five. I might have been informed incorrectly, of course. 

Dr M.D. NAHAN: We will find out how many there are, the focus of the contracts and, if we can, their budgets. 

Mr W.J. JOHNSTON: The value for each of the contracts. 

Dr M.D. NAHAN: Yes. 

[Supplementary Information No B40.] 
Mr W.J. JOHNSTON: Did the minister or anybody at the PUO discuss the establishment of the review with 
Mr Mark Chatfield, a director of Synergy? 

Dr M.D. NAHAN: What does the member mean by “discuss”? Does the member want to know whether 
I discussed the need for a review with him? He is not involved in the review. 

Mr W.J. JOHNSTON: I understand that. He is an employee, as I understand, of ACIL Allen, which is one of 
the firms that received the contract to do part of the review. I know Mr Chatfield is quite vocal in his opinions 
about the structure of the market, and good luck to him; I have listened to his speeches and he is entitled to have 
a view. I was wondering what influence he had on the structure of the review. 

Dr M.D. NAHAN: I had no input or visibility to the specification of the tasks or the issuing of contracts, so 
I refer to Dr Challen. 

Dr R. Challen: That was recognised in granting the engagement to ACIL Allen, but it was a very clear part of 
that contract that Mr Chatfield was clearly ring-fenced from that engagement. 

Mr W.J. JOHNSTON: By the consultant? 

Dr R. Challen: Yes. 
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Mr W.J. JOHNSTON: Mr Breslin has been appointed to head up the review and I understand he is the former 
chief executive officer of ACIL Allen. 

[2.50 pm] 

Dr M.D. NAHAN: He was also the chief of staff of former federal energy minister John Kerin. He has a long 
history in the industry, and he did have an association with ACIL, that is for sure. 

Mr W.J. JOHNSTON: I am not in any way reflecting on his capacity. I am asking because, as they say, justice 
must not only be done but be seen to be done. People in the industry are asking these questions and raising them 
with me. Clearly, the question is: what was done to make sure there was not a conflict of interest or a perceived 
conflict of interest? We have a prominent member of the energy debate in Western Australia in Mr Chatfield, a 
director of the government’s energy company, and an employee of ACIL Allen, and the chair of the review is a 
former chief executive of ACIL Allen. Could the minister outline how these conflicts and potential conflicts 
were managed? 

Dr M.D. NAHAN: Dr Challen responded in respect of Mr Chatfield. He will now respond on Mr Breslin. 

Dr R. Challen: The engagement of consultants for the review was a competitive process. We went out to 
15 consulting firms. It was actually a highly competitive process. The decision on the engagement of consultants 
was made by the three-person steering committee for that review, so it was not a decision made individually by 
Mr Breslin. I also point out that it has been some years since Mr Breslin had an active involvement with 
ACIL Allen. All I can say is that the engagement of consultants was a very competitive process and they were 
engaged on the merits of their proposals. 

Dr M.D. NAHAN: Just to correct that, I do not think he was with ACIL Allen, which is new; it used to be 
ACIL Tasman. 

Dr R. Challen: In those days it was ACIL Tasman. There has been a recent merger of consulting firms to create 
the ACIL Allen entity. 

Ms R. SAFFIOTI: I have a general question about the Public Utilities Office. There has been a change from the 
Office of Energy to the Public Utilities Office. What other public policy area is the minister looking at, apart 
from energy? For example, will the minister be looking at water policy or other areas? 

Dr M.D. NAHAN: Perhaps I can give this to Anne, as she has a history in this. But, before that, last year, under 
Ray’s responsibility, though parallel to it, the regulation review unit was set up. That is a separate group of 
people who came from Treasury’s microeconomic reform group and reports to Anne and me, from Ray. That is 
the structure. My understanding, which Anne can clarify a bit more, is that initially they formed the Public 
Utilities Office and renamed the old Office of Energy with the intent down the track of widening the gamut of 
policy responsibility. So far, we do not do very much of that at all, but the name denotes that the intent behind it 
was to have that potential down the track. We do not do that now. 

Ms A. Nolan: I will provide some further background. The Public Utilities Office was established just over two 
years ago and it was intended to broaden its ambit beyond energy, as the minister has indicated. Water was 
certainly flagged as the next agenda item. The idea originally came from the Economic Audit Committee to 
establish a public policy office across government that would have quite a wide scope in dealing with transport, 
water, energy and other associated utility issues. 

Ms R. SAFFIOTI: I still find it very confusing because I believe the Water Corporation, as a corporatised 
entity, makes a lot of policy; for example, as a corporatised entity whose role is to make money, it runs a 
campaign to save water. I think that is a policy advisory function rather than a corporatised entity function. It 
will be interesting to see when water comes across. 

Dr M.D. NAHAN: When they separated the Department of Water out from the Water Corporation, it was to 
take it out of that regulatory and policy role. I do not know whether that has been done well, but the intent was to 
look at a broader policy role across essentially all utilities. Of course, in the member’s day, it used to be done in 
Treasury to some extent, by Anne. 

Ms R. SAFFIOTI: Taking the policymaking and regulatory arms out of the corporatised body was the ideal 
model. I do not think we have achieved that anywhere, apart from energy possibly. 

Dr M.D. NAHAN: I might add that, with the PUO and the Office of Energy, it has taken some time to remould 
the PUO with a policy function. When it was brought together, it had a lot of project-based activity, which has 
waned in priority. It takes a while to get an agency refocused towards a policy role. 

Mrs G.J. GODFREY: I refer to page 846 of budget paper No 2. Could the minister provide an update on the 
costs and benefits arising from the merger of Synergy and Verve Energy, please? 
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Dr M.D. NAHAN: As the member will remember, the government announced the merger of Synergy and Verve 
Energy. They came together as a separate entity with joint boards on 1 July 2013 and as a total merged entity on 
1 January 2014. The objectives were manyfold. Before the merger, the retail and generation arms were in some 
ways competing with each other in the marketplace—a benefit to one would be a cost to the other and vice versa. 
The government had a hard time seeing the impact of the action in its totality, because Synergy would say 
something was great and Verve would wear the cost. Essentially, even though there has been a large expansion 
in private investment in energy generation in this state, most of the risk, in the end, was contracted through to the 
state, either through Synergy, Verve or joint ventures between either of them. The idea was to bring them back 
together, have a better picture of the costs, drive some efficiencies in the combined entity, undertake a review of 
the market and go forward with a different structure. Synergy’s board is working on this to try to get the numbers 
accurate as to the costs and the benefits, and I will shortly be releasing a report into the market. 

Mr W.J. JOHNSTON: When we were talking about the market review, I forgot to ask whether the final report 
will be made public. 

Dr M.D. NAHAN: Of course. 

Mr W.J. JOHNSTON: So it is not going to be a cabinet document? 

Dr M.D. NAHAN: It might go to cabinet for a briefing. 

Mr W.J. JOHNSTON: But there will be a final report? 
Dr M.D. NAHAN: Of course, and maybe Ray can give an update of the timing of the process. 
Mr W.J. JOHNSTON: We will not have time, because we have to put the division. I just want to make sure that 
it is a public document. 
Dr M.D. NAHAN: A large number of firms have invested a great deal of money and they need to be involved in 
feedback. 
Mr W.J. JOHNSTON: That is probably why they have asked me to ask the minister. 
Dr M.D. NAHAN: Yes. 
Mr R.S. LOVE: Could the minister outline what the government is doing to address bushfire risks associated 
with privately owned power poles? 
Mr W.J. JOHNSTON: The member would have to ask the minister responsible, who is the Minister for 
Commerce. 
Dr M.D. NAHAN: EnergySafety—I think that is what it is called—is primarily responsible for overseeing those 
types of things, and that is with the Department of Commerce and the Minister for Commerce, 
Hon Michael Mischin. The Public Utilities Office is working with EnergySafety and others to put together a 
policy for power poles on private land. It arose as an issue from the recent bushfires in the hills and who has 
responsibility for those poles to make sure they are safe and to replace them when needed. Also, to what extent 
should there be more oversight and requirements for responsible parties to ensure that they are safe? We will 
work together on a policy on that. I might add, there are about 200 000 of these poles out there. There are a lot of 
them. It will entail great cost if they are replaced. We had no idea how many, how old they were or what 
condition they were in and whatnot. There is a great deal of uncertainty about this. 
The appropriation was recommended. 
[3.00 pm] 
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