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ELECTRICITY CORPORATIONS - ANNUAL REPORTS AND SUMMARY REPORT 
Statement by Minister for Energy 

MR F.M. LOGAN (Cockburn - Minister for Energy) [12.45 pm]:  Today I am tabling the final two annual 
reports of the four electricity corporations along with a summary report.  Collectively, the corporations achieved 
an earnings before interest and tax result of $340 million.  While less than forecast, the result reflects the impact 
of external events and general cost increases and are unrelated to disaggregation.  The forecasts were set by 
government based on the outcome of detailed financial modelling undertaken prior to disaggregation.  The 
forecasts for 2006-07 were closely aligned with those provided by Western Power Corporation at the time.   

I would like to dispel some myths regarding the financial performance of Verve Energy in particular.  It is true 
that the corporation has not performed as forecast.  However, media reports that it was expected to have annual 
profits of $100 million, and is instead expected to have losses of $1 million a week, confuse earnings before 
interest and tax with profit after tax.  They are not comparable.  Verve Energy’s EBIT result for 2006-07 was 
$13 million and is forecast to be $33 million in 2007-08.  The result for 2006-07 comprises a negative EBIT of 
$15 million for the first half of the year - due to factors generally outside its control - offset by a positive EBIT 
of $28 million for the second half of the year.  Verve Energy’s profitability was always expected to be under 
pressure initially, while most of its production is dedicated to Synergy under the vesting contract at prices that 
are impacted on by fixed retail tariffs. 

I will now turn to general cost increases.  Clearly, WA’s strong economy has placed significant pressure on 
labour and materials prices, and oil and commodity prices are higher.  In addition, network tariff increases that 
took effect from July 2007 reflect the significant expenditure being undertaken by Western Power to improve 
and expand the network.  Revised forecasts for the electricity corporations reflect the impact of these changed 
circumstances.  In addition, performance in 2006-07 has been impacted on by a number of external events.  For 
example, gas transport restrictions necessitated greater liquid fuel consumption by Verve Energy. 

Prior to disaggregation, the performance of each business unit was effectively hidden within the consolidated 
results.  This is no longer the case - each corporation can now focus on key issues impacting on their respective 
businesses.  For example, Verve Energy has undertaken an extensive maintenance program that has improved 
plant reliability and efficiency, and reduced forced outages.  While cost pressures will continue to impact on 
financial results, disaggregation is delivering greater transparency and focus and is promoting competition, 
which will place downward pressure on prices.  I now table the report. 

[See paper 3351 to 3353.] 
 


