
Extract from Hansard 
[COUNCIL — Tuesday, 10 December 2013] 

 p7551d-7579a 
Hon Peter Collier; Hon Kate Doust; Deputy President; Deputy Chair; Hon Sue Ellery; Hon Ken Travers; Hon 

Robin Chapple; Hon Adele Farina 

 [1] 

ELECTRICITY CORPORATIONS AMENDMENT BILL 2013 
Second Reading 

Resumed from an earlier stage of the sitting. 

HON PETER COLLIER (North Metropolitan — Leader of the House) [5.06 pm] — in reply: Prior to the 
break for question time I went through the purported merits of the disaggregation of the single entity in 2006 and 
then the associated issues that have led to this current bill to re-merge. I had just finished talking about the 
compliance and audit issues that were raised by several members and I provided a response to those concerns.  

One of the other issues raised by a number of members was whether or not the re-merge was going to have a 
detrimental impact on private investment in the generation, and potentially, dare I say it, the retail market. At the 
outset I say that the actual cap on the generation capacity, as far as the new entity Synergy is concerned, will 
remain. That is at 3 000 megawatts and will not change. I ask the house’s indulgence on this because it is 
important that I address a number of concerns raised by members opposite. There is always an opportunity for 
private companies to enter the generation and retail markets. For example, Perth Energy, which was identified as 
an example by many members opposite, is a private company that is in both the retail and generation markets. It 
can continue to provide generation and retail; that will not shift. 

Hon Darren West: They are not the main competition. 

Hon PETER COLLIER: That is the heart of the issue; that is the whole point of the issue that we have with the 
current market. As I said, we are a small boutique market and to suggest that we have the same capacity or 
opportunities as those on the east coast or in other jurisdictions internationally is just naïve. That has been one of 
the issues that we have faced as a state, regardless of who is in power, since the disaggregation process. That did 
occur. These very real issues do exist. Regardless, there will still be opportunities for the private sector. 

I refer to the merger being structured to encourage continued private sector involvement in the market. 
Mechanisms such as ring-fencing and transfer pricing will be introduced to ensure non-discrimination and to 
encourage continued private sector involvement. The Liberal–National government is committed to the 
continued participation of the private sector in the electricity market, and it will occur. Such a small, niche, 
boutique market presents issues. We saw the issues involved with the private sector at Bluewaters. Those issues 
exist in the private sector.  

As I have said, it was very hard for me as Minister for Energy to explain to the Western Australian public how 
we could, as I have said, pay hundreds of millions of dollars in capacity credits to the private sector and turn off 
our state-owned assets. It beggars belief. Opposition members cannot prosecute an argument along those lines. 
Just to show the fluid nature of the energy market, it changes significantly. The potential demand for electricity 
in decades ahead is very difficult to predict. Who would have thought that the global financial crisis would have 
had such a significant impact on electricity demand? It did; energy demand significantly declined. As a result of 
increased electricity prices to more cost-reflective levels, a very comprehensive education program from the 
Western Australian government and a significant number of Western Australians investing in solar panels, the 
demand for electricity throughout Western Australia has significantly decreased. That has had an enormous 
impact on not only Synergy but also all retailers regardless.  

I remember vividly that when we looked at the Strategic Energy Initiative, the forecasts predicted that we would 
need another 1 000 megawatts of capacity within the next decade. That was the advice I received three or four 
years ago. To show how much that has shifted in the past few years, it is not anticipated that we will need any 
more baseload capacity before 2020 because of this massive influx of capacity in the market.  

Hon Kate Doust: That’s because you messed up the solar feed-in tariff.  

Hon PETER COLLIER: No, it has nothing to do with that. With all due respect, that is not the case. We have 
seen this significant decline in demand for electricity throughout Western Australia. As a result of that, as I 
said — 

Hon Ken Travers: You cannot blame that on the way the system is structured.  

Hon PETER COLLIER: No, it is the result of a combination of factors. I have gone through the whole process. 
Quite frankly, the fact that we displaced too much capacity too early, combined with the decrease in demand, 
means that we have massive excess capacity. The simple fact of the matter is that there will be parlous few 
opportunities for further investment in the next six to seven years. It is anticipated that there will be no more 
baseload by 1 000 megawatts by 2020. It is pointless to put out another tender for increased capacity if we do not 
need it and then say, “Listen, it is great we have the private sector involved, but we do not need its capacity. We 
are going to pay you, but we do not need your capacity.” That is flawed logic and it is ridiculous to assume that 
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we would go down that path. That is another very significant reason that we have to look at the market’s 
structure. Bringing together Verve and Synergy—the retail component and the generation component—will not 
have the detrimental impact that was articulated by a number of members opposite.  

I will continue to address the market power of the merged entity, because this tended to be a common theme in 
the contributions of members opposite. Transfer pricing arrangements and associated mechanisms will ensure 
that the merged entity’s wholesale trading function deals with third parties in its own generation and retail 
functions on a non-discriminatory basis and the cost to allocate it appropriately to avoid cross-subsidisation 
between sections of the business or between franchise and contestable customers. That is the higher end of users. 
The merged entity will also be subject to ring-fencing arrangements that will constrain how the merged entity 
users prescribe types of sensitive information. In particular, this will restrict the areas in the merged area that will 
be able to access confidential information about other market participants, such as contract information. These 
arrangements will be implemented through subsequent regulations, sequestration arrangements and wholesale 
arrangements that will be enacted under the heads of power provided for in the bill. Other such protections, such 
as the requirement to offer all generation capacity in the wholesale market and the cap on generation capacity 
that currently applies to Verve Energy will not be affected by the merger. I want to emphasise that. The cap will 
remain in place.  

I refer to ring-fencing arrangements between the merged entities’ operations and how they will be governed. 
Sections 62 and 63 of the amended Electricity Corporations Act WA will provide for regulations to segregate the 
functions of a corporation. This power will be used to impose ring-fencing upon the merged entity. Under this 
bill, the existing regulation-making powers relating to segregation will be expanded to vest the Minister for 
Energy with the power to approve, order or direct any segregation. This power gives the minister flexibility to 
amend aspects of the ring-fencing arrangements in response to changing market conditions. The bill also allows 
for regulations to confer functions on another person or body such as the Economic Regulation Authority. This 
allows the regulations to empower a relevant regulator to monitor and enforce compliance with the ring-
fencing arrangements.  

To respond to queries about ring-fencing arrangements that will apply at the board and executive level, the board 
and the chief executive officer will not be subject to ring-fencing as they require all relevant information about 
the business to perform their functions. At the executive level—that is, direct reports to the chief executive 
officer—there will be some level of ring-fencing and information restrictions. For example, it is envisaged that a 
general manager with functional responsibility for the retail or generation division would not have access to the 
contracts between the merged entity and the third-party retailers or generators. Government will ensure that 
appropriate protection measures are in place with the merged entity as at 1 January 2014.  

Several members raised the issue of the bill’s interaction with competition law and the Australian Competition 
and Consumer Commission. Members asked whether the merger falls within the jurisdiction of the ACCC. The 
merger is a matter for Western Australian government policy and legislation. The merger is not the responsibility 
of the ACCC. However, representatives of the merger implementation group met with the ACCC and will keep 
the ACCC informed about the new regulatory measures that will be implemented. The government is committed 
to ensuring that the merged business’s market power is not misused and expects that the regulatory framework 
introduced by this bill and existing competition law restrictions will ensure that this is the case.  

Consultation was an issue raised by a number of members. The Chamber of Minerals and Energy of Western 
Australia and the Chamber of Commerce and Industry of Western Australia were mentioned, as were a number 
of the private providers and some of the organisations that represent renewable energy, power producers or the 
generation component. A number of different players are out there in the energy market. I know all of them very 
well.  
Hon Darren West: They all have one thing in common: they all oppose this legislation.  
Hon PETER COLLIER: Yes, but in a number of instances there are some definite conflicts of interest.  
Hon Darren West: They oppose what you’re trying to do.  

Hon PETER COLLIER: I take on board what the honourable member is saying. However, I was about to say 
that of course someone who is part of a company that represents private generators will oppose this merger if he 
believes that it will lead to a diminution of opportunities for the private sector. I have just mentioned that there 
will be parlous few opportunities for generators, certainly in the next six to eight years, due to a decrease in 
demand. However, there will always be opportunities for private companies such as Perth Energy et cetera to go 
into the contestable market and work towards developing a customer base in both retail and generation. That is 
exactly what they do now. 
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With regard to consultation, many meetings have been held at workplaces with key stakeholders, including 
private sector electricity market participants, regulatory bodies and government agencies. The bill implements 
the merger of Verve Energy and Synergy, but the regulations and other instruments will deal more with the detail 
of ring-fencing and the transfer pricing mechanisms. They are the areas of most interest to stakeholders. 
Consultation on the merger has therefore focused more on the policy design issues for the ring-fencing and 
transfer pricing than on the relatively straightforward legal architecture of the bill. The merger implementation 
group held a workshop with market participants and stakeholders on 16 July 2013 and on 26 September 2013. 
The purpose of these workshops was to brief participants on the progress of the merger process, the proposed 
policy framework for ring-fencing and transfer pricing, and the high-level legal framework for implementing the 
changes. The merger implementation group will continue to consult with industry stakeholders throughout the 
merger process to consider feedback regarding the ring-fencing and the transfer pricing arrangements. The 
business plan is being finalised and will be finalised shortly. There are a number of reasons—a number of 
members brought this up — 
Hon Kate Doust interjected. 

Hon PETER COLLIER: Pardon?  
Hon Kate Doust: Sorry; I will save my question for committee.  

Hon PETER COLLIER: No, that is fine. By all means, I will provide a response now because I want to answer 
all the questions to at least get them on the public record. However, I appreciate that we will be readdressing 
these issues in committee. 

Some clear benefits will come about as a direct result of re-merging Verve and Synergy, and they are being 
considered within the business plan, including, for example, the organisational structure. Members have 
mentioned that the current duplication of executive positions and shared service functions will be rationalised. 
There will need to be only one legal group and one information technology unit and one human resources 
department.  

There will not be operational changes to power stations. They will remain as is, of course. The optimisation of 
generation is a very important matter that needs to be considered, and was considered, as a reason for the re-
merger of Verve and Synergy. This will lead to more optimisation of generating plant, fuel and transport. 
Currently, generating plant is dispatched according to a contract. With Verve and Synergy together, plant can be 
dispatched in an optimal manner. Fuel procurement is another peak impost, or massive area of cost, on the 
creation and generation of electricity and power throughout Western Australia. A combined entity creates an 
organisation with purchasing clout for fuel procurement. The combined fuel demand of Verve, Synergy and 
Horizon will result in the merged entity being far more effective when negotiating gas prices for its fuel 
requirements. As I have said, certainly when they are not competing in the marketplace, the merged entity will 
ensure that it has the capacity to work collectively. As I said, that is the business plan. 

Point of Order 
Hon KATE DOUST: I am trying very carefully to listen to the minister because I think this is a significant 
report back to the house. However, I am just finding the buzz around the chamber a little distracting. Therefore, I 
am wondering whether members could take their conversations elsewhere so that we can hear the minister 
clearly, please.  

The DEPUTY PRESIDENT (Hon Adele Farina): Members, although this is not a point of order in terms of 
the address that is being given, I do note that the Deputy Leader of the Opposition is having difficulty hearing. 
Therefore, if people are engaging in quiet, perhaps private, conversations, they could leave the chamber to 
conduct them outside the chamber. 

Debate Resumed 

Hon PETER COLLIER: Thank you, Madam Deputy President. I think the recalcitrant member has been 
identified and has moved back to his seat! Sorry, that was a low shot. 

I will now address staff training in the merged entity, which a couple of members raised. The regulations will 
require staff to undertake appropriate training in their ring-fencing obligations. The obligation is on the 
corporation itself, not on the staff, to keep certain information confidential within the entity. If there is a breach, 
the merged entity, not the staff member, will be subject to the penalty. This creates a strong incentive for the 
merged entity to ensure that its staff are trained appropriately in line with its regulatory obligation. I did not note 
who asked that specific question. 

Virtually every member opposite raised the issue of prices and said that a re-merged entity would lead to 
increased prices. There is absolutely no merit behind that whatsoever. If anything — 



Extract from Hansard 
[COUNCIL — Tuesday, 10 December 2013] 

 p7551d-7579a 
Hon Peter Collier; Hon Kate Doust; Deputy President; Deputy Chair; Hon Sue Ellery; Hon Ken Travers; Hon 

Robin Chapple; Hon Adele Farina 

 [4] 

Hon Stephen Dawson: I am not sure we actually said that. 

Hon PETER COLLIER: A number of members did. I think the member needs to go back to check on those 
13 hours!  

Hon Stephen Dawson: I think people said there was a concern about it and that a committee should look at it. 

Hon PETER COLLIER: No, not the motion to refer the bill to a committee; I am talking about the second 
reading debate. A number of opposition members made the accusation that because there will be less potential 
for private sector investment, this merged entity would lead to increased prices. I do not think there is any — 

Hon Darren West: That is what the industry says; that is what they tell us!  

Hon PETER COLLIER: I am not going to have the debate again; I am just responding to members’ questions. 
Neither the government nor I think there is any merit behind that. As I have been saying for the last half an hour, 
I have pretty much identified the fact that there will be opportunities for the private sector. However, it is 
pointless displacing capacity and giving it to the private sector when we have plenty of base load and state-
owned assets that are already providing electricity. Why on earth would we have duplication or excess capacity 
and pay the private sector while the government keeps our state-owned generators humming along 24/7? It just 
beggars belief.  

That takes me back to the de-merger, which is an important factor that needs to be considered. The most 
profound argument for the de-merger provided at the time by the former government and the then energy 
minister and the Premier was that the de-merger would lead to significant decreases in electricity prices.  

Hon Kate Doust: Over a period of time.  

Hon PETER COLLIER: Yes, over a very short time, and they actually mentioned the figure in Hansard. As a 
matter of public record, I have mentioned this on many occasions.  

Hon Kate Doust: And your party supported that!  

Hon PETER COLLIER: I know, and I will explain why.  

Several members interjected.  

The DEPUTY PRESIDENT: Order, members! The Leader of the House has the call. If we could listen to him 
in silence, we might be able to progress with this matter a lot faster. 

Hon PETER COLLIER: Thank you, Madam Deputy President. I will just provide some clarity to this because 
it has been brought up constantly. Yes, we did support the de-merger. However, it was after we got a 
commitment from the then government that there would not be an increase in prices. We did that because we had 
been told constantly and relentlessly by the then energy minister and Premier that the disaggregation process 
would lead to lower prices. No “ifs” or “buts”; they were quite definitive. They said it would lead to lower 
prices; namely, an eight per cent reduction in prices. That statement by the previous energy minister and Premier 
is a matter of public record. Therefore, the then opposition took the government at its word. We said that we 
would support the de-merger based on the fact that there would be a reduction in prices. 

Hon Kate Doust: No, your condition was that the prices would be frozen.  

Hon PETER COLLIER: Yes, that is right because — 

Hon Kate Doust: Your condition was not a reduction in prices; it was that the prices be frozen.  

Hon PETER COLLIER: I agree. Sorry if I confused the issue; I did not mean to.  

Hon Kate Doust: No, you misrepresented the issue.  

Hon PETER COLLIER: No, I certainly did not mean to misrepresent the issue. I am saying that we took the 
government at face value. We assumed that because we had been told constantly by the energy minister and the 
Premier that it would lead to a reduction in prices—given that they had all the resources of government—they 
must have known that the de-merger would lead to lower prices. Therefore, we said, “Okay, fair cop.” That is 
true—fair cop! Because the government was saying that it would lead to lower prices, we said we would support 
it if the prices were frozen.  

That was the end of 2006. A very short time later, we had an election. Before the election, less than 18 months 
later, the then government got the initial report on prices. In April 2008, the initial report on electricity prices 
showed that there had not been a reduction in prices, and to get to cost-reflective levels a 77 per cent increase in 
electricity prices was needed. That meant to get to the point at which we were recouping from tariffs the costs of 
generation, retailing, poles and wires, we needed to increase prices by 77 per cent. That is a fact. Instead of 
leading to a decrease in prices, the disaggregation process led to a massive increase in prices. That was only the 
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draft document. In the ensuing months we had a very early election, which surprised us all, and as a direct result 
of the election we changed sides. We ended up on this side of the chamber and I ended up as Minister for 
Energy. In January 2009, I received the final recommendations from the then Office of Energy, which showed 
how much we needed to increase electricity prices to get to cost-reflective levels. It was not 77 per cent; it was 
105 per cent. It was a 105 per cent increase — 

Hon Peter Katsambanis: They got it wrong. 
Hon PETER COLLIER: They got it wrong again. 
There needed to be a 105 per cent increase in electricity prices to get to cost-reflective levels. The market, at the 
time, was rapidly becoming, dare I say it, consumed with excess capacity. Verve Energy was losing hundreds 
and hundreds of millions of dollars every year and electricity prices needed to be increased by 105 per cent to get 
to cost-reflective levels. It was a major dilemma for the government; it was confronted with a tapestry of issues 
in the energy market. We needed to make the difficult but necessary decision to increase electricity prices. We 
did not really have to increase prices; we could have kept on subsidising them to the tune of hundreds upon 
hundreds of millions of dollars, but it would have had the effect of sending the wrong message to consumers that 
they could continue to use electricity to their hearts’ content at a very highly subsidised price. 

Hon Mark Lewis interjected. 

Hon PETER COLLIER: Precisely. 

Secondly, we would not have had those hundreds and hundreds of millions of dollars to spend on schools, 
hospitals, child care, mental health or whatever it might be if we were subsidising electricity. We were the 
jurisdiction with by far the lowest electricity prices, so the government made the difficult but necessary decision 
to significantly increase electricity prices. At the same time we increased subsidies to the tune of almost 
$100 million to assist those least able to pay. 

We started to bridge the gap between what it cost to produce, distribute and retail electricity and what we were 
recouping in tariffs. I acknowledge that came at some pain to the community, but we saw it as a necessary 
decision to make. The decision on pricing was in consort with the reform agenda of the Oates report that we 
were moving towards. I mentioned this earlier in my contribution. We were looking at how we could have the 
most efficient market while at the same time ensuring that we kept the lights on. That was important to the 
government because under the previous government we actually ran out of electricity. We literally ran out of 
electricity. In the summer of 2004–05, we were asked to turn our air conditioners and lights off because we had 
run out of electricity. In all conscience we could not allow that to happen. We had to have a vibrant and dynamic 
market and we had to send the right signals to the public of Western Australia on tariffs, so we made some 
difficult decisions on tariffs and market structure. We looked at market structure through the Oates report, and 
that is when we made the decision not to re-merge but to make some significant changes. 

I hope that gives a bit of background to members opposite as far as prices are concerned. I want to emphasise 
once again that there is no logic that says that the re-merge will lead to an increase in prices. There is no logic 
behind that argument whatsoever. In Western Australia we do not we need any capacity in the near future and 
therefore, as far as the government is concerned, the pricing argument is without foundation. I am sure that it 
will be — 

Hon Kate Doust: How do you know that if you have no business plan and no modelling? 

Hon PETER COLLIER: I think I have done pretty well in the last half an hour to actually explain why the 
structural issues in the market as they currently exist are not conducive to reduced prices. We are dealing with a 
situation—I do not want to get repetitive—in which the combined entity will have a bulk-buying capacity in fuel 
costs et cetera and contracts that the separate entities did not previously have. They were, in fact, very frequently 
in competition with each other. To conclude on the market structure et cetera, there will be opportunities for the 
private sector. As more demand is needed, there will definitely be opportunities for the private sector to be 
engaged in the generation and retail markets and in industry, which it is able to do at the moment. It needs to be 
remembered, regardless of who is in power, that WA is a small boutique market and that that brings with it 
special problems. We cannot assume for one second that we have the generating demand or the retail capacity of 
the National Electricity Market or other jurisdictions. 

Renewable energy was raised by a number of members, including Hon Robin Chapple. The government stands 
very proudly on its record in the renewable energy sector since taking office in 2008 and winning the election 
emphatically in 2013. 

Hon Ljiljanna Ravlich: Yes, by telling porkies. 

Hon PETER COLLIER: Good try. 
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We almost doubled the renewable component of the south west interconnected system. It went from just over 
five per cent to just over nine per cent. We pretty much doubled the renewable component through a number of 
landmark projects; for example, the Collgar wind farm at Merredin in the wheatbelt. I went there with Brendon 
Grylls a couple of years ago to open the wind farm. It produces about 205 megawatts of wind power from 111 
turbines in Merredin. With the turbines in Geraldton, it is quite amazing. It is a direct result of a decision made 
by this government. I went to Geraldton about 18 months ago and opened, with Hon Phil Gardiner representing 
the Nationals—it was a combination of royalties for regions funding and Verve—Australia’s largest solar farm, a 
10-megawatt solar farm.  

Hon Stephen Dawson interjected. 

Hon PETER COLLIER: As far as I am aware, we still have Australia’s largest solar farm. I was told at one 
point that it was the largest in the southern hemisphere. I do not stand by that but it was something I was told. 

We also allocated $12.5 million for a wave energy pilot plant at Garden Island through Carnegie Wave Energy, a 
magnificent institution. 
Hon Ljiljanna Ravlich: Why are you filibustering on your own bill? 
Hon PETER COLLIER: I am not filibustering. Can I just — 
Several members interjected. 
The DEPUTY PRESIDENT (Hon Adele Farina): Order, members! I know it is getting close to teatime, but 
there is not that much time left to wait. If we could just manage ourselves, we might be able to hear the 
Leader of the House through to the completion of his comments before dinner. 

Hon PETER COLLIER: Thank you, Madam Deputy President. I am not going to get into an argument with 
Hon Ljiljanna Ravlich, but, as I said earlier, I listened to 13 hours of second reading contributions and I am 
giving a comprehensive response. The issue of renewable energy was brought up by at least half a dozen of those 
members, so it is very important that we put on the public record exactly what we have done in this space. 

Turning to solar panels, yes, the issues with the feed-in tariff are well documented. However, as a result of the 
FIT, 80 000 people now have solar panels on their roofs. The uptake at one stage was about 1 000 or 2 000 a 
month, because it stimulated the market like none other. As far as the Western Australian government is 
concerned, we stand proud on our record with renewable energy. 

Hon Kate Doust: Except your success is now in shutting down wind farms, isn’t it? 

Hon PETER COLLIER: Let me just explain the way forward. There is an enormous amount of debate on 
renewable energy at the moment, at not only the state level, but also the national and international level. We will 
be a part of that debate. We also need to remember that it is absolutely pointless to pour more money into any 
generation, whether it be renewable, coal, gas or whatever, if we do not need it. That is why we need a more 
efficient market, and with the merged entity we will have much more identification of what is needed for 
generation and retail in Western Australia. That is another issue that was raised.  

One issue that was raised relentlessly—I will not be too disparaging and say monotonously—was about the 
strategic energy initiative. This was raised by a number of members who asked: why was the re-merge of Verve 
Energy and Synergy not mentioned in the SEI? I will give a bit of background to this because it was raised by a 
number of members. I initiated the strategic energy initiative just after we took government because there was so 
much disparity in the views about the energy market wherever I went. Whether I went to listen to Perth Energy, 
Carnegie or whomever, everyone had views. There were a multitude of views on energy and what is right. There 
were those who wanted renewable energy, those who wanted to stick with gas and those who wanted coal. There 
were differences about poles and wires—a multitude of views. It became crystal clear to me that we needed to 
have an overarching view of where we were going with energy, not down to the minutiae—it is for governments 
to make decisions on that; in other words, Verve and Synergy—but an overarching view. The last time that this 
had been done was in 1979 under my political mentor Sir Charles Court. Sir Charles did exactly that; he 
provided a framework for the future that was a very, dare I say it, overarching, generic look at energy for the 
future. That is what industry wanted, so we went out and consulted with industry. I went all over the state; I went 
to the Pilbara, the Kimberley, the goldfields, the midwest, the south west, the great southern and Esperance at 
one stage—I nearly got killed in the plane on the way to Esperance. We went and accessed the views of 
everyone about where we wanted to go into the future. The end result was the “Strategic Energy Initiative: 
Energy2031: Building the Pathways for Western Australia’s Energy Future” document, which I launched last 
year. A number of members quoted from that document; in fact, the Leader of the Opposition pretty much read 
out half the document. I do not mind; it is good that it is in Hansard. Members will notice that that document is 
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very generic in nature. It was very overarching in what it intended to present. I will not go on too much about it, 
but I will read out the first of a number of the intents and goals in the document. The first one states — 

1. Strategic framework for Western Australia’s energy future 

A clear strategic framework has guided the development of the Strategic Energy Initiative, Energy2031. 

The goals and principles adopted in consultation with stakeholders in the lead up to the publication of 
the Energy2031 Directions Paper have largely remained as the main reference points for the 
formulation of the Energy2031 vision and the pathways to achieve it. The goals have evolved over time 
and in line with the challenges we are trying to address. 

The Energy2031 pathways, which largely mirror the energy supply chain, provide for a series of 
strategies and actions that will help us make energy supply in Western Australia more affordable, more 
secure, more reliable as well as cleaner. 

Our ability to achieve goals in the supply, planning, delivery and use of energy will depend on our 
capacity to supply the energy industry with a skilled workforce and innovative solutions, and the ability 
of Western Australian business and consumers to make informed decisions in relation to their 
participation in energy markets. 

In recognition of this, a capacity building pathway is included to support the implementation of 
strategies across the supply chain and, ultimately, the achievement of the Energy2031 vision. 

I read out that component because it provides the generic framework for the entire SEI document. It does not 
refer to specifics in the actual structure of the market; it is up to governments to determine that. Governments 
determine the structure of the markets, where the generation capacity will go and how much investment will be 
required in the poles and wires. Governments make those decisions; that is why we have governments. It is 
foolhardy to suggest that a decision we made three years ago will be relevant in five or 10 years. I have already 
explained, for example, with generation demand, why that is so foolhardy. As I said, two or three years ago I was 
told that we would need 1 000 megawatts by 2020; now we are told that we do not need any extra until 2020 
because of changes in demand. To have a document such as the strategic energy initiative provide that minutiae 
of detail is just nonsensical. It was never intended to be that way. It was always intended to be a broader vision 
statement for where we are going. This document is all about looking at the entirety of energy; therefore, its 
goals were affordable energy, secure energy, reliable energy and cleaner energy. They are the four goals. What 
happens then, of course, as the document explains, is that governments will determine the way forward to 
achieve those goals within the framework. Sorry, members opposite, but it was not the intent of the SEI to 
provide specific detail about what will happen with the structure of the market. That is up to individual 
governments. It might be some time before members opposite make decisions for Treasury, but when they do — 

Hon Sue Ellery: Not the way you’re going! 

Hon PETER COLLIER: I am very confident that that actually is the case. What will happen is that members 
opposite will then be in a position to make decisions. They will make those decisions based upon advice that 
they receive on demand, capacity, finance—all those issues—and, of course, national and international 
considerations, because energy is a national and international concern. 

Another issue raised was about the CEO and directors of Horizon Power. That CEO, because it is embedded in 
the act, has to either live in Karratha or have their principal place of residence near the Horizon head office, 
which is in Karratha. There are a couple of issues. First of all, we are aware that Karratha does not have many 
flight connections to other regional centres, so a lot of time and money is spent on flights because the CEO 
frequently has to go to Perth and then back to wherever. I will come back to that in a moment. The bill also 
removes the requirement for the majority of Horizon’s directors to be located outside the south west 
interconnected system, which placed an artificial restriction on the candidates for Horizon Power directorships. 
That is true. I am very supportive of this clause and this change. I understand the concerns of members opposite, 
but I tell them now that there are some real issues in maintaining that as a condition on the CEO of Horizon 
Power. It is very, very difficult in the extraordinarily competitive energy labour market to attract people if there 
is a condition that they have to live in Karratha. The requirement to live in Karratha, where people are restricted 
for a number of reasons, particularly transport, when the bulk of the work that needs to be done is in the 
metropolitan area, made it extraordinarily difficult to attract people to that position. As a former energy minister, 
I am very supportive of that clause. 
Hon Darren West: Hon Nigel Hallett disagrees with you. Have you spoken to Hon Nigel Hallett about this? 
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Hon PETER COLLIER: I understand why Hon Nigel Hallett will have said that. It sounds good in theory to 
put it in the act for the disaggregation process. If the jurisdiction of Horizon Power takes up over two-thirds of 
the entire state, why would we not make the CEO live in Karratha? It sounds good in theory. I can understand 
why, as a member for the South West Region who has deep concerns for people in the outer metropolitan area, 
he would try to prosecute that argument. But, as I said, in practice it simply does not work. I used to meet the 
CEO every couple of weeks, and it is illogical for the CEO to come down from Karratha to meet the minister 
every two weeks. 
Hon Stephen Dawson: As minister, you could go to the regions. 
Hon PETER COLLIER: I go to the regions very frequently, Hon Stephen Dawson. I am a Kalgoorlie boy; I am 
a country boy. I can assure members that I have great regard for the regions. 

Hon Darren West: You can teleconference every two weeks. 

Hon PETER COLLIER: We could have this banter all night. The simple fact of the matter is that it is not just 
to come to the minister. As I said, the vast bulk of business is done in the metropolitan area. That is where the 
contracts will be signed and that is where the discussions and forums are held, so it would be much easier. It is 
very difficult with the flight restrictions and the distance. 

There were a couple of other issues. Hon Ljiljanna Ravlich made comment about the fact that the Synergy debt 
had increased. I have mentioned this previously. As a result of the change to the vesting contract, the 
replacement vesting contract—I think, from memory, it was in 2010, because it was signed in my office—shifted 
the risk allocation from Verve to Synergy. That is why there was that shift. Although there may have been a 
reduction in profits from Synergy, there was a corresponding increase at Verve over the same period. Verve’s 
financial position improved considerably over that time frame as a result of the vesting contract. It had nothing to 
do with me personally. In fact, the changes that we made to the vesting contract had a significant positive impact 
on the finances of the corporations. 

Hon Ljiljanna Ravlich: No-one believes that. 

Hon PETER COLLIER: It is true. It is in the annual reports; have a look. 

Hon Ljiljanna Ravlich: No-one believes you to be telling the truth. It’s not my problem. You’re the one with 
the credibility problem, not me. 

Hon PETER COLLIER: All I can say is that the shift in the vesting contract is on the public record. If the 
honourable member does not believe it, I direct her to those annual reports. 

Hon Ljiljanna Ravlich referred to the ministerial directions. As I mentioned, one was listed in the 2012–13 
Synergy annual report. As I said to the member, it has already been tabled. This direction was tabled in the 
Legislative Assembly on 18 July 2013. It is tabled paper 426. 
Several members interjected. 
Hon PETER COLLIER: Just let me finish. Members are very anxious. I will table that direction for members. 
With regard to the other one listed in the 2012–13 Verve annual report, the reference in the annual report is 
incorrect. It was mistakenly referred to as such in the report because of a heading in a letter regarding attached 
efficiencies measures that referred to the ministerial direction from the previous year, and Verve then recorded it 
as a direction. It was not actually a direction. 

I now turn to the feed-in tariff. This is something that I want to put on the public record because 
Hon Ljiljanna Ravlich mentioned that $600 million was lost. Again, that is incorrect. I want to record that as an 
incorrect statement. 
The DEPUTY PRESIDENT (Hon Adele Farina): Leader of the House, before you continue, I just want to 
confirm that you tabled one paper. 
Hon PETER COLLIER: I did. 
[See paper 1122.] 
Hon Kate Doust: Your own leader says that it was a monumental fiasco. 
Hon PETER COLLIER: I am responding. I am not going to have an argument with the member. 
The DEPUTY PRESIDENT: Order, members! The Leader of the House has the call. 
Hon PETER COLLIER: Eighty thousand people have solar panels on their roofs. I think that may have had an 
influence on the way they voted. 
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The figure of $600 million that Hon Ljiljanna Ravlich has mentioned on at least, conservatively, half a dozen 
occasions, is wrong. It is false and is based on an incorrect article in The West Australian written by Gareth 
Parker, despite information that was provided by my office on two occasions. 

Hon Ljiljanna Ravlich: So Gareth Parker was wrong. 

Hon PETER COLLIER: Yes, he was. Let me repeat it for at least the sixth time. The West Australian 
acknowledged it and retracted it and apologised the next day. 

Hon Kate Doust: When did they do that? 

Hon PETER COLLIER: It did it the very next day. The early edition of The West Australian stated that there 
was a $600 million blow-out and there was not. It got it wrong. 

Hon Kate Doust: We know that you bungled it. 

Hon PETER COLLIER: If Hon Kate Doust does not believe me, I suggest that she have a look at that article 
and then have a look at the paper from the very next day because the retraction is in The West Australian. Is the 
member saying that she does not believe me? 

Hon Kate Doust: No; I’m saying that your own leader says that you bungled the whole thing. 

Hon PETER COLLIER: The member is starting to be petty. 

Several members interjected. 

The DEPUTY PRESIDENT: Order, members! 

Hon PETER COLLIER: I am just, dare I say it, to use a term from Hon Ljiljanna Ravlich, putting it on the 
public record that she was wrong and The West Australian was wrong, but it did the right thing and it apologised 
and retracted it. 

I turn to a question from Hon Ken Travers about sovereign risk. The term “sovereign risk” is an imprecise term 
with multiple meanings; however, the member specifically used the term “sovereign risk” in reference to 
proposed sections 62 and 63A, which will be inserted by clause 22 of the bill. Proposed sections 62 and 63A 
provide for the segregation of the functions of the merged entity—that is, the ring-fencing of functions. Proposed 
sections 62 and 63A provide that the segregation of functions can be implemented through, firstly, regulations 
or, secondly, arrangements approved by the Minister for Energy that are not subsidiary legislation but will be 
laid before each house of Parliament. That needs to be remembered—before each house of Parliament. The issue 
of sovereign risk is irrelevant to proposed sections 62 and 63A. This is due to the fact that, firstly, proposed 
sections 62 and 63A, when passed, will effectively constitute Parliament’s consent to the Minister for Energy 
determining the segregation arrangements; and, secondly, the majority of the segregation ring-fencing will be the 
subject of the regulations, which are subject to disallowance by Parliament. In the context of a more general 
meaning of “sovereign risk”, it is notable that all existing contracts—I repeat: all existing contracts—between 
the merged entity and the private sector will be honoured without change. 

I will deal with the issue of the Economic Regulation Authority review referred to by Hon Stephen Dawson. 
Clause 23 of the bill deletes division 2 in part 3 of the act. This division provided for the ERA to have a role in 
reviewing the prohibition on Synergy for generating electricity and the restriction on Verve for retailing 
electricity. As the two entities are being merged and the merged entity will have both retail and generation 
functions, the prohibition and restriction will fall away. As such, the provisions providing for a review of the 
prohibition and restriction will be deleted as they will be redundant. In any case, the ERA fulfilled its review 
function under these provisions in April 2013. Under regulations, the ERA will be given a new review function 
whereby it will annually review the effectiveness of the regulatory regime that is being established to apply to 
the merged entity. 

The term “Henry VIII clause” is imprecise but it has been used in the debate to refer to clauses that allow 
delegated legislation to override primary legislation. The heads of power inserted as proposed sections 38 and 62 
of the act do not permit delegated legislation to override primary legislation. All delegated legislation under 
those heads of power must be consistent with the primary act. Regulations under the act must be laid before 
Parliament and are subject to disallowance. Segregation arrangements under proposed section 62 and wholesale 
arrangements under proposed section 38 may be laid before Parliament. To the extent that such arrangements are 
inconsistent with the act or the regulations, the act or the regulations will prevail. That covers that area. 

I have a couple more things to deal with but I will deal with them after the dinner break. 

Sitting suspended from 6.00 to 7.00 pm 
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Hon PETER COLLIER: There is just one more point I need to refer to in regard to a query about the six-month 
transitional period. It is intended that the merger will take effect from 1 January 2014 and, six months later on 
1 July 2014, it is intended that the merged entity will start offering standard products—that is, small, discrete 
parcels of electricity for a short to medium term at a published price. Those standard products are intended to 
assist market participants with price discovery. It was considered whether standard product could be offered 
from 1 January 2014; however, that option was unworkable due to the amount of work required to set up the 
regime, on top of the implementation of the merger. The six-month transitional period is intended to give the 
merged entity time to prepare for the standard product regime and time for the regime to be implemented. 
Annual financial reports are laid before the Parliament annually; quarterly reports are not currently laid before 
the Parliament for government trading enterprises. That pretty much covers it.  

I have attempted, over this period of time, to try to address all the specific issues honourable members opposite 
raised, and also to look at those more generic issues that were articulated by pretty much everyone—that is, the 
intent or necessity of the legislation on the part of the government, the impact upon prices, where the 
consultation was done and the impact on private infrastructure, including renewable energy. I appreciate that my 
responses will probably not have convinced members opposite. As I said, I have tried to be as expansive as I 
possibly can, and I now look forward to addressing any more specific issues during the Committee of the Whole. 
I commend the bill to the house.  

Division 

Question put and a division taken, the Deputy President (Hon Simon O’Brien) casting his vote with the ayes, 
with the following result — 

Ayes (19) 

Hon Ken Baston Hon Donna Faragher Hon Col Holt Hon Michael Mischin 
Hon Paul Brown Hon Nick Goiran Hon Peter Katsambanis Hon Helen Morton 
Hon Jim Chown Hon Dave Grills Hon Mark Lewis Hon Simon O’Brien 
Hon Peter Collier Hon Nigel Hallett Hon Rick Mazza Hon Phil Edman (Teller) 
Hon Brian Ellis Hon Alyssa Hayden Hon Robyn McSweeney  

Noes (8) 

Hon Stephen Dawson Hon Sue Ellery Hon Ljiljanna Ravlich Hon Darren West 
Hon Kate Doust Hon Adele Farina Hon Ken Travers Hon Samantha Rowe (Teller) 

            

Pairs 
 Hon Martin Aldridge Hon Sally Talbot 
 Hon Jacqui Boydell Hon Amber-Jade Sanderson 
 Hon Liz Behjat Hon Alanna Clohesy 

Question thus passed. 

Bill read a second time. 

Committee 
The Deputy Chair of Committees (Hon Simon O’Brien) in the chair; Hon Peter Collier (Leader of the House) in 
charge of the bill. 

Clause 1: Short title — 
The DEPUTY CHAIR: Members, we are considering the Electricity Corporations Amendment Bill 2013 in 
committee. Before we go to the first question, which will be that clause 1 be agreed to, I want to refer members 
to a ruling by the then Chairman of Committees, Hon Barry House, on 16 October 1996 when he discussed a 
range of matters. Pertinently, I highlight the following comment, which is not taken out of context — 

The short title debate does no more than give members the opportunity to range over the clauses of the 
Bill, foreshadow amendments and indicate, consistent with the policy of the Bill, how its formal content 
may be improved. It is not a vehicle for continuing debate on policy; rather, if members do not wish the 
Bill to proceed, the action they should follow is to vote to defeat clause 1 of the Bill as it stands. 

I note that we have no supplementary notice paper for this bill, and I hope that that ruling back in 1996 from our 
current President, who was then Chairman of Committees, assists members, particularly new members, in 
understanding the scope of what the short title debate is all about. We will now move to that and I will put the 
question before the committee that clause 1 be agreed to.  

Hon KATE DOUST: I thank the Leader of the House for his very detailed reply. Unfortunately, there were a 
number of gaps in his response and, as we go through clause 1, I will seek some of the missing detail; and I think 
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some of my colleagues will as well. The first question that was canvassed by a number of members during the 
second reading debate was not about policy but about the way information was provided to this place. The 
Leader of the House did not provide any response to this question. In the other place, the Minister for Energy, 
Dr Nahan, gave an extensive second reading speech that ran to several pages; it was very detailed. The second 
reading speech that was provided to this place was a two-page speech. I have gone through Dr Nahan’s speech 
and highlighted the parts of his speech that were picked up and dropped into the speech in this chamber. I do not 
understand why the same information was not provided to this chamber to fully educate us as to the 
government’s intentions with this legislation. I do not understand why members in this place were given the 
abridged version. I would like the Leader of the House to clearly explain why the other place got the very 
detailed and extensive second reading speech and we got the shortened version.  

Hon PETER COLLIER: The Minister for Energy was criticised in the other place for having a too extensive 
second reading speech, so in the transition to the Legislative Council it was felt that we could provide sufficient 
evidence to provide the framework for the bill in the second reading speech that was provided.  

Hon KATE DOUST: That is an interesting comment. I do not know who would have criticised the minister for 
that, but it has been past practice that bills are read into both places with the same speeches. It would be a rare 
occasion for a different speech to be provided, particularly on a bill of such significance and that is so detailed in 
its drafting. I wonder whether the government intends to continue this practice that the upper house is treated like 
mushrooms and we are denied access to information. I have gone through this speech—the Leader of the House 
will notice the highlighted parts, and I am sure as a former teacher he will appreciate that—and there is a 
substantial gap in the information that is provided to members in this chamber.  

Hon PETER COLLIER: The opposition criticised the minister for having a second reading speech that was too 
extensive and verbose. We took the opposition’s criticism on board and decided that we would have a more 
refined speech, given the breadth of intellect in the upper house. 

Hon Ken Travers: You could have taken out the verbosity without taking out the facts and the detail. 
Hon PETER COLLIER: The explanatory memorandum is identical. The opposition was provided with 
briefings. 
Hon Kate Doust: One. 
Hon PETER COLLIER: The opposition can throw a lot of things at me but lack of cooperation in that respect 
is one that it cannot, in everything that I do. If opposition members had an issue with that, all they had to do was 
speak to me personally and I would have arranged an additional briefing. Suffice to say, we acted on the 
criticism that was levelled at the government in the other place and responded accordingly, and that is why there 
is a refined second reading speech. 

Hon KATE DOUST: I want to put on the record the disappointment of the opposition in the upper house that 
the minister would seek to treat us differently on this occasion. It is unusual that the government of the day 
would take into account criticism from the opposition in the other place and make these amendments. I think the 
minister has treated his own team appallingly as well. A number of new members in this place would not have 
known the background of the evolution of these changes, particularly leading up to this legislation. It probably 
would have been better for them to have had access to this speech as well. 

In relation to the briefings, we had a week between when the second reading speech on this bill was made and 
the commencement of debate, during which time we were offered one briefing. We turned up to that briefing, 
thinking it was going to be about the bill, but it was about the Australian Competition and Consumer 
Commission and regulations. That briefing was given prior to us debating the bill, so it would have been too late. 
That is part of the reason we will take some time going through this bill in detail. Unfortunately, we did not have 
access to that information. I know that when I have dealt with the minister in the past, I have not had difficulty 
getting briefings, but for some reason on this occasion that is all that was made available to us just before we 
commenced the debate. 

Another issue that perhaps the Leader of the House did not respond to—I know that a range of members 
canvassed this in the earlier debate—is the fact that in the past five years the government had not made any 
announcements about proceeding with this change; in fact, to the contrary. The information that was put out to 
the industry and the community was that the government would not proceed with re-merging Synergy and 
Verve, even though the issue came up all the time. We would like to know—I do not think the 
Leader of the House responded to this at all—what happened between 9 March and, I think, 10 or 11 April. Until 
9 March, there was going to be no change—no re-merger. Nothing was put out in the community; there was no 
election commitment. On 10 or 11 April, all of a sudden the world changed. What happened in that period of 
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four weeks for the government to change its mind so dramatically and announce that it would introduce 
legislation to re-merge Synergy and Verve? 

Hon PETER COLLIER: I did canvass this, though certainly not in the last month. I will get to that point in a 
moment. The whole issue of Verve and Synergy re-merging was always floating along; it was always there. As I 
said, it was certainly there when we first took office in 2008. At that stage we seriously considered it. I needed to 
get around the portfolio a lot more. It took me a few months. I got advice from Peter Oates and a couple of other 
people. We decided to go down the path of looking at the options of the whole market structure. I will not go 
through all this again, so I ask members to bear with me. Then we got the Oates report and we took on that 
recommendation, with changes to the market rules and the vesting contract. We decided not to re-merge but to 
make those changes. At the same time, it was always there because it was becoming increasingly evident that 
this excess capacity was a real problem for the market, not just in money that was lost to the state, but also for 
the future of the market. If we are going to have a dynamic market and attract private investors into the market 
eventually, we must have an efficient and dynamic market. That simply was not being provided. We had this 
massive excess capacity, and it was foolhardy to think that the public of Western Australia could continue to, as I 
said, pay capacity credits to the private sector while our state asset was stranded, so it was always there. A 
number of bubbling issues were always there. The Premier mentioned it on a number of occasions; I mentioned 
it on occasions. This goes directly to the member’s question: As I said, going into the election it was always 
there.  

Hon Kate Doust: It wasn’t.  

Hon PETER COLLIER: It was always an option. The two options were mentioned in the Oates report; namely, 
to maintain the status quo with some changes or, alternatively, to re-merge Verve–Synergy, so it was always an 
option. Going into the last election, the re-merger stayed as an option because we must always look at the market 
structure. It would be totally irresponsible of a government to assume the same market structure would exist in 
the energy sector given it is such a fluid market. After the election, a new energy minister was appointed, and the 
Premier made a number of machinery-of-government changes to a raft of portfolio areas. One of them was in the 
energy sector on which cabinet made decisions that included the re-merger of Verve–Synergy. That was a 
cabinet decision.  

Hon KATE DOUST: Leader of the House, we know that in the last five years this issue was consistently raised 
by one person; namely, the Premier. Quite frankly, I think it was raised as a distraction. In this place we raised 
with the Leader of the House on numerous occasions whether a re-merger would proceed and on numerous 
occasions the Leader of the House replied that there was no proposal to re-merge Synergy and Verve. In fact, I 
think in a lot of cases the Leader of the House was quite relieved that it would not happen. Does the 
Leader of the House not think it was dishonest of this government to go to a state election this year and not give 
any indication to either industry or the community that the government was even contemplating re-merging 
Synergy and Verve?  

Hon PETER COLLIER: I do not think it was dishonest. As I said, it was always on the drawing board as an 
option. I want to make that perfectly clear. It was never said that we would never re-merge; it was always an 
option. As any responsible government would, we were always assessing the situation and looking at the 
financials, the structure and the options to determine the best way forward, and that is what we did. With all due 
respect, I think members of the public want an efficient, safe and reliable energy system. They want to know that 
the lights will go on and that they are getting value for money. The government is of the opinion that a re-
merged Verve–Synergy will provide exactly that—a safe, reliable electricity system.  

Hon KATE DOUST: I am pleased the Leader of the House raised that matter. Can he guarantee to the members 
of the Western Australian community that if Synergy and Verve are re-merged, they will have a safe and reliable 
energy system?  

Hon PETER COLLIER: I can say with as much clarity as I can harbour that we have much more of an 
opportunity to make that guarantee now than when there was disaggregation. Before disaggregation we literally 
ran out of electricity. We now have in excess of 500 megawatts above the maximum. That includes the 
contingency for maximum. We have excess capacity—capacity we literally do not need. If we have an almighty 
hot summer, we will have plenty of capacity. I will say to the honourable member that when I first took over the 
portfolio, there was a possibility that we may run out of capacity. The last summer, before the election, was the 
hottest on record, but I could sleep at night knowing full well we had plenty of capacity; we were not going to 
run out of capacity.  
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With regard to poles and wires, of course, Western Australia has a massively ageing network and one of the 
largest above-ground networks in the world—that is, single network—and that, of course, is always a growing 
problem; but, we have plenty of capacity and we will not need any more baseload capacity until at least 2020.  

Hon KATE DOUST: Coming back to the post-9 March time frame when the government all of a sudden 
changed its position, can the minister tell me when the Premier gave the directive to the new Minister for 
Energy?  

Hon Peter Collier: What do you mean “directive”?  

Hon KATE DOUST: How did this come about? Did the Premier instruct the new minister that he should seek 
this bill to be drafted or was it at the initiative of the new minister?  

The DEPUTY CHAIR (Hon Simon O’Brien): I give the call to the minister and remind members we are on 
the short title.  

Hon PETER COLLIER: I was not privy to the discussions that the Minister for Energy had with the Premier. I 
was privy to the cabinet decision. A very cogent argument was made about that decision, but I am not going to 
go into what went on in cabinet. Those considerations are confidential. Suffice to say that after the election we 
had a new energy minister and he would have had discussions with the Premier. It came to cabinet and it was 
approved by cabinet.  

Hon KATE DOUST: I have been provided with a copy of a briefing note that was given to our colleagues in the 
Assembly. Unfortunately, we were not given a copy of that here. The second page of the parliamentary briefing 
note on the merger of Synergy and Verve Energy, which I am sure the minister has, lists the merger objectives. I 
want to go through some of those. The first objective is reduced costs. I want the minister to explain to us exactly 
how this re-merger will reduce costs.  

Hon PETER COLLIER: First of all, of course, you have, dare I say, the overhead costs for the boards, the 
executive et cetera. In real terms, that is not the significant saving factor; but that is one. Without a doubt fuel is 
a significant saving factor because there will be a much more powerful unit that can negotiate fuel contracts with 
Verve and Synergy, as opposed to the two separate entities. The third one was optimisation of plant, fuel and 
transport with the two entities combined.  

Hon KATE DOUST: Has the minister got the actual breakdown of the costs anticipated to be saved for the 
board amalgamation, fuel and the other factor the minister mentioned?  

Hon PETER COLLIER: No, I cannot provide the information on the actual cost savings. Certainly in terms of 
fuel savings et cetera, as new contracts mature or current contracts mature, new fuel contracts will be a 
combination of the new entities formed as one.  

Hon KATE DOUST: Are we being asked to take that on trust? The minister cannot provide any detail, 
modelling or figures to justify the statement that says one of the objectives is to reduce costs.  

Hon PETER COLLIER: At the moment I cannot provide that information, but it is in its finality.  

Hon SUE ELLERY: I will pursue the issue of costs, because we are told that is certainly one of the major 
motivations for the bill so far. A report was released only today, which concerns falling electricity demand and it 
basically says that Australians—it is not focused only on WA—are generally using less power but are paying 
more for it, with potentially highly damaging consequences for the electricity system. It also says that while the 
average householder consumes seven per cent less power since 2006, the average power bill has gone up in the 
same period by more than 85 per cent.  

The report goes on to say that there is a range of reasons for that, not the least of which is the changing 
manufacturing base and the widening of the economy. There has also been an increase in the use of solar power 
panels and new breeds of energy-efficient appliances. If that is happening, yet Australians are generally paying 
more for less power, how can the minister assert so confidently that this legislation will reduce costs? 

Hon PETER COLLIER: I went through this in my summation. The reasons that the member has articulated are 
correct. There has been a shift in demand for electricity, particularly over the last few years. We are not “Nigel 
No Friends” in that space. That is happening across all jurisdictions and internationally. People are reducing their 
use of electricity. That is due to a combination of factors. An altruism now exists in which people are genuinely 
more, dare I say it, engaged in renewable energy and sustainability. That has meant that people are more mindful 
of the impact of dirty coal, and that is having an impact on people’s use of electricity. In addition, people are 
now expected to pay for their electricity and not have it subsidised, and that is having a significant impact. The 
use of solar panels and renewables is also having an impact. 
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A lot of the pain and suffering that we are experiencing at the moment is because the disaggregation accelerated 
the displacement very rapidly, and that created some issues. That is why we are experiencing massive excess 
capacity. That has come at a significant cost to the community. Coupled with that, the existing structure under 
which Verve and Synergy each negotiate different fuel contracts is not an efficient use of resources. Combining 
two electricity entities into one merged entity is not unusual. Gentailers are very common. The merged entity 
will be a much more efficient mechanism for developing those contracts because of its combined buying 
capacity and power. 

Hon SUE ELLERY: This legislation will give the merged entity the capacity to make decisions about what it 
will buy in the future and who can come into the market in the future. But this legislation will not in itself reduce 
the existing capacity. That is point number one. Point number two is that it is very likely that a gap will be 
created because of the fact that people are using less electricity. That is why I have referred to the report that was 
released today. It is very likely that any cost savings that may be achieved by this legislation will be absorbed by 
the growing gap between the amount of electricity that people use and the price that people pay for that 
electricity. I therefore do not see how this merger will be able to deliver cost efficiencies, because it will first 
have to get over the changes in the way that people use electricity, and it will then have to try to make cost 
savings. 

Hon PETER COLLIER: The member is right. That is a global phenomenon. There is a massive shift in 
consumption of, and demand on, electricity. Where there are two entities like this that are not only competing 
against each other, but also in the situation where Synergy is selling electricity to Verve under contract, it is not 
efficient, particularly when set-in-stone contracts exist. Then there are the peripheral issues that will put pressure 
on demand and will impact on Synergy, without a shadow of a doubt. That is what is happening at the moment. 

Hon SUE ELLERY: It seems to me that a fair degree of work would have to have been done and work is 
already being done on the modelling that goes with the fact that we are using less electricity, but the cost is going 
up. I find it extraordinary that the minister is not able to tell the chamber that some modelling has been done on 
version A, version B and version C and the scope of projected savings is between this mark, which is the 
conservative point, and this mark, which is the extreme point. I ask again, has there been no modelling which 
projects to the government that the potential savings are between this point on the conservative level and this 
point on the other end of the spectrum? 

Hon PETER COLLIER: I go back to the point I made earlier: yes, work is being done but I do not have that 
available for the member now. It is being done at the moment and then it will go to the board, but I simply do not 
have that information now. 

Hon SUE ELLERY: I again make the point that it is an extraordinary proposition to ask us to support a piece of 
legislation, the central thrust of which is to generate cost efficiencies, when with all the expertise available to 
government to do these projections we are told that they are being worked on and cannot be given to us just now. 
That is an extraordinary thing to ask the chamber to do. I again put on the record that it is really unsatisfactory 
that we are not even able to be given a range and to have all sorts of qualifications attached to that range. Is it the 
case that neither the Treasurer nor the Minister for Energy and Minister for Finance—who are both the same 
person—between the three of their separate entities but two human beings, have said that for us to proceed in a 
fiscally responsible fashion we need to be seeing those projections sooner rather than later? I do not believe that 
they have not asked that question and, if they have not, then they are not doing their jobs properly. It is 
extraordinary that these projections are not before the chamber. 

Hon KEN TRAVERS: There are a couple of things going on within this bill that are cross-related and I would 
like to understand that so that we can work out whether we can improve the bill having accepted the policy. 
There is the merger of the retailer and the generator into a gentailer and there are also provisions that will change 
the way in which the market operates. We can do one or the other, or both, in trying to achieve economies of 
scale. As I listened to what the minister just said, it struck me that each of those would have different 
components to how they may drive down costs. As a result of that, I am trying to understand how the 
government has arrived at the position of what it sees as the planning in terms of the detail of this legislation if 
no work has been done on where those cost savings will be occurring.  

Hon PETER COLLIER: This will not satisfy Hon Ken Travers, but — 

Hon Ken Travers: If you have the detail, you’ll satisfy me. If you don’t, I will just be bewildered by you.  

Hon PETER COLLIER: I do not have the specific material that Hon Ken Travers requires. As I said in my 
summation, it is anticipated and expected that the benefits will be in the areas of reduction of corporate 
overheads, optimisation of the portfolio of generation plant and power purchase contracts, and facilitating the 
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aggregation of fuel procurement, transport and storage contracts. The specifics of that detail are being worked on 
as we speak. As I said, the logic behind that is based on everything I said in my summation.  

Hon KEN TRAVERS: Leader of the House, I heard that, but I am still trying to understand what the 
government had before it to make the decision. From what the Leader of the House is saying, the government 
thinks that it is a good idea and that there might be savings in these areas, but it cannot quantify it. The 
importance of that in the short title debate, of course, Mr Deputy President (Hon Simon O’Brien), is that when 
we get to further clauses in the committee stage, how we seek to amend those detailed clauses will be very much 
predicated on how the government arrived at the decision. I accept that the Leader of the House has nothing 
definitive. However, he must have had something before him that he can share with the chamber about where he 
thought the savings would be made rather than just a general indication of the categories in which the savings 
might occur. Some work must have been done to identify how the government thought savings could be derived. 
I will give the Leader of the House an example by referring to the overhead costs of the board. We will get rid of 
one board but expand the other three boards and end up with 24 members again. Maybe there is a saving in the 
preparation of board minutes or something, but I think we all accept that would be very negligible. The 
government changing the dividend it takes out of the corporation will have a far greater negative impact on the 
boards than anything it will get from savings on overhead costs.  

I will go through the fuel contracts that the Leader of the House mentioned. At the same time as the government 
aggregates fuel contracts, it might get savings. However, it might also aggregate it to a point at which there is a 
sole supplier that can then hold the government to ransom. The government needs to do a risk assessment of all 
those issues. Again, the contracts that these sorts of organisations are entering into are fairly significant. It is not 
as though we are going from buying petrol at a retail price to somehow being able to have it aggregated at a 
wholesale price. We are already a big player in the market. The Leader of the House and I both know that when 
he was the minister and I tried to get figures out of him during estimates committee hearings, he was very 
concerned about the detail of those contracts being released in the public domain.  

Hon Peter Collier: There was a real reason for that. They were still negotiating.  

Hon KEN TRAVERS: Also, it was because of the significance. The volume and size of the contracts are 
already fairly significant, so I cannot imagine that the savings would be astronomical. We already have those 
contracts and they are fairly large. By combining them, I am not sure we will get a massive change in the 
dynamics of the relationship between the provider and others. The Leader of the House said that there would be 
savings because the need for that internal contracting process between Synergy and Verve would be removed. 
That is the same process that concerns the private sector, which is very nervous that its capacity to generate the 
benefits of competition into the marketplace will be removed because Verve and Synergy will do internal deals 
and private sector entities will never have the opportunity to compete.  

Dealing with all those variables, I would have thought that one would need to look at not just potential savings 
but also potential risks; even down to working out the final figure that might be saved against the risk of a major 
internal stuff up because the cultures of the two organisations do not immediately meld and blend when they are 
brought together and it causes problems with the way the organisation operates for a period. It is not just a case 
of sitting down to do this work and saying that there are four or five areas where we will definitely be able to 
save but we cannot quantify it. It is incredibly complex and I have only given a very brief scraping of the surface 
of the sort of complexities that would need to be examined to arrive at a final figure of how much money these 
changes could potentially save. It may be that at the end of that process, it is actually more important to change 
those elements of the bill relating to the way the market operates than to combine generation and retail. I want to 
know, because we are being asked to pass this bill, how the government considered all of those risks as well as 
the potential savings to arrive at the conclusion that there will be a reduction in costs. And what is the quantity of 
that estimated reduction in costs? There must have been an estimation of the reduction in cost expected from 
these changes. 

Hon PETER COLLIER: In terms of pre-empting anything that might happen as a result of the merge, it is the 
same as pre-empting anything that might have happened post-disaggregation. 

Hon Ken Travers: There was a whole lot of work done. 

Hon PETER COLLIER: I know, but, obviously, there were some issues with the work that was done because it 
did not work. 

Hon Ken Travers: The price for energy in WA went from the second highest to the second lowest in the 
country. 

Hon PETER COLLIER: What do you mean; the prices of what? 
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Hon Ken Travers: Energy; electricity. 

Hon PETER COLLIER: Can I just explain to the member; as a result of the disaggregation, which split it up 
into the four entities, there is a situation in which one of those entities is running at a loss of hundreds of millions 
of dollars. That is Verve Energy. Surely, that was not anticipated when all of the preliminary work was done. It 
is the same in this instance, with all due respect, that there is still an issue with the fact that we have a very small 
market with reduced capacity to buy and compete in comparative terms, which is going to create problems. 
Those problems remain; they exist. It was why we still have the massive excess of capacity in the market at the 
moment. In my summary I addressed this in terms of market power or market share. I want to go through it 
again. I want to put it on the record again; that is, to make sure of the market power of the merged entity—or to 
address it—to alleviate the potential concerns of the private sector. There will be transfer-pricing arrangements 
and associated mechanisms to ensure that the merged entity’s wholesale trading function deals with third parties 
and its own generation and retail functions on a non-discriminatory basis, and that costs are allocated 
appropriately to avoid cross-subsidisation between sections of the business or between franchise and contestable 
customers. The merged entity will also be subject to ring-fencing arrangements that will constrain how the 
merged entity uses prescribed types of sensitive information. In particular, this will restrict the areas within the 
merged entity that will be able to access confidential information about other market participants, such as 
contract information. These arrangements will be implemented through subsequent regulations, segregation 
arrangements and wholesale arrangements that will be enacted under the heads of power provided for in the bill. 
Other existing protections, such as the requirement to offer all generation capacity into the wholesale market and 
the cap on generation capacity that currently applies to Verve Energy, will not be affected by the merger. 
Therefore, as I said, that cap will still be there for Verve, so there still will be opportunities. 

In terms of the ring-fencing arrangements between the merged entity’s operations and how they will be 
governed, proposed sections 62 and 63A of the amended Electricity Corporations Act 2005 will provide for 
regulations to segregate the functions of the corporation. This power will be used to impose ring-fencing upon 
the merged entity. Under the bill, the existing regulation-making powers relating to segregation will be expanded 
to vest the Minister for Energy with the power to approve, order or direct any segregation. This power gives the 
minister flexibility to amend aspects of the ring-fencing arrangements in response to changing market conditions. 
The bill also allows for regulations to confer functions on another person or body, such as the Economic 
Regulation Authority. This allows the regulations to empower a relevant regulator to monitor any forced 
compliance with the ring-fencing arrangements. 

I will not again go through the ring-fencing arrangements for the board and the executive because that is not as 
significant. Suffice to say, we think there are enough mechanisms in the legislation to placate the private sector. 
Certainly, as far as the government is concerned, given the reasons that I articulated previously, there is a 
genuine attitude on the part of government that it will lead to a more efficient market. 

Hon KEN TRAVERS: But the minister can give us no documentation that proves that, and I accept that. 

The whole point I made a number of times in my contribution to the second reading debate was about the 
complexities of what the government is trying to do with this. On one hand, the government argues that we need 
to bring Verve and Synergy together because it will allow those two organisations to operate far more efficiently; 
there will no longer be a need for Synergy to get contracts with Verve and they can more easily deal with each 
other as a single entity. But, on the other hand, the government also argues that it will have to create a range of 
internal Chinese walls and arrangements within these organisations, even up to the board level, to keep the two 
parts of the organisation separate to ensure that the private sector still feels comfortable that there is a benefit for 
competition. I do not know whether we could get a copy of that document the minister read out almost entirely; 
maybe it is something that he could table.  

Again, this goes to the hub of the Electricity Corporations Amendment Bill 2013. The chamber has accepted the 
policy of the bill, but we now need to work through the detail. We need to understand the detail and see whether 
we can improve that detail. It strikes me that there is a real risk that we will create an organisation that is 
internally structured to try to avoid its left arm knowing what its right arm is doing, so that all the supposed 
benefits that the government talks about that will drive down costs suddenly disappear because it cannot do that, 
or, if it can do that, whether it is only the perception or the reality, those outside the organisation will not have 
confidence that they will have a fair hearing. I think that the inherent danger of the bill is that if we are not 
careful about how we structure it, we will drive others out. I do not know whether the minister accepts what will 
most drive down energy prices in Western Australia. Two things are going to do it: one is getting Western Power 
to operate as efficiently as possible, because it is a massive part of the sector — 

Hon Peter Collier: Forty per cent. 
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Hon KEN TRAVERS: There is some possible ability to have minor competition within that organisation, but 
fundamentally it is what any economist, if we were doing Economics 100, would call the natural monopoly of 
the electricity sector. To try to duplicate — 

Hon Peter Collier: Who would want to? 

Hon KEN TRAVERS: To try to duplicate the role of Western Power is always going to be a massively 
expensive exercise, but we have to drive efficiencies within that. The other area in which the price of power will 
be driven down is in allowing the market to drive down the cost of generation and the cost of retailing; in fact, it 
is probably more around the cost of generation than the cost of retailing. I remember how much the new billing 
system cost, so there is probably a bit of money to be saved on the retail side of it. The thing that will give the 
greatest savings is getting the competitive market edge that drives organisations to be more efficient, because if 
they are not, they will lose market share, so there will be that real hunger within the organisations. 

I have heard the Leader of the House twice say that protections will be put in place. I do not understand how all 
the things that he has referred to will be achieved once all those protections are put in place. 

Hon Peter Collier: The CEO and the board are not part of the ring-fencing provisions. Do you know that? 

Hon KEN TRAVERS: Yes. They have to be kept apart right up to the board level. 

Hon Peter Collier: Not the CEO and the board. 

Hon Kate Doust: Can we get you to rise and respond? 

Hon Peter Collier: I will answer. I am sure that that was acceptable as an interjection. 

Hon KEN TRAVERS: Again, the danger is that if there are all these Chinese walls and there is not some 
protection at the board level, the only way that the efficiencies that the Leader of the House referred to will be 
achieved to drive down prices will be by using that market dominance to work as a single entity, which means 
that all the ring-fencing is a waste of time; it is just a bureaucratic process with additional costs, because I 
imagine that all that ring-fencing within the organisation will come at a cost—a bureaucratic cost, a time cost 
and a cost of intellectual capital within the organisation. That is the bit of this legislation that I have yet to 
understand; that is, how we can get the tension that we want and allow the private sector to be comfortable but 
still get efficiencies within the organisation that the Leader of the House says we will get to drive down prices. 

Hon PETER COLLIER: I will take that more as a comment than anything. I just confirm that the CEO and the 
board will not be subject to the ring-fencing provisions, but the general manager and below will be. I think we 
probably need to flesh the rest of that out later in the consideration of the bill. 

Hon KEN TRAVERS: The general managers will not make the final decisions. I imagine that, in most cases, 
the major contracts on fuel and power provision will ultimately go to the CEO, if not to the board. Why do we 
even have the ring-fencing? If the person who will make the final decision will have all the data in front of them, 
the ring-fencing becomes immaterial at that point. What is the point of the ring-fencing then? Will that not just 
create a bureaucratic burden on the organisation? When we get to those clauses, we might as well knock them 
out and just have the merged organisation, no ring-fencing and the market rule changes. That was a question. 
Why would we not knock out those clauses when we get to them? How does the Leader of the House see the 
private sector trusting this to work if, ultimately, the key decision-makers will not be ring-fenced? 

Hon PETER COLLIER: The model proposed under this bill is based on the model from corporate Australia—
for example, Telstra. That is the model that is commonly used. I do not know whether that provides a sufficient 
response. 

Hon KEN TRAVERS: I suspect if that is the model used, we should see if we can call the heads of iiNet and 
Optus to the bar to give evidence as to whether they think that was a particularly good model in the early years 
of a small market in Australia.  

I have one final question. I think I have reached the conclusion that there is no conclusion to be had on this 
matter, and the government is just saying, “Trust us.” The final question I have on the stuff the Leader of the 
House was talking about was that the Leader of the House kept saying it is not uncommon to have gentailers; I 
do not disagree with that view. But can the Leader of the House tell me where in the world there is a market for 
gentailers where there is not contestability for the vast majority of customers? I am not talking about the total 
amount of power, but there is effectively a monopoly at the moment for the consumers. 

Hon Peter Collier: The consumers. That’s right; it is non-contestable.  

Hon KEN TRAVERS: Can the Leader of the House tell me where there is a gentailer, like we have here, that is 
aggregated up? I am sure there are plenty of examples where there are total — 
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Hon Peter Collier: Do you mean in the non-contestable market?  

Hon KEN TRAVERS: The non-contestable market, yes. I am sure there are plenty of examples of a gentailer 
that also has the distribution section included.  

Hon Peter Collier: Yes. 

Hon KEN TRAVERS: But what about when there is disaggregation between distribution and gentailer and 
retailer and there is a single, dominant player gentailer; there is not ready competition to that gentailer?  

Hon PETER COLLIER: I cannot give the member that example. I have been advised that potentially the 
Northern Territory, although they do not take that as a — 

Several members interjected. 

Hon PETER COLLIER: Do not mock the Northern Territory, please—it is a wonderful place! I come back to 
the point I made with regard to gentailers —  

Hon Ken Travers: We should offer Horizon Power to go in there and take over their gentailer!  

Hon PETER COLLIER: The member is right, but gentailers operate more effectively, more efficiently and 
more profitably in a much larger market.  

Hon Robin Chapple interjected.  

Hon PETER COLLIER: No. Having said that, I am not arguing against myself here; I am saying that Western 
Australia is a completely boutique market and we are very, very small. We have 1 000 customers in a non-
contestable market. It is just not conducive to multiple generators because we simply do not have the capacity for 
that, and the market itself is not robust or demand-high so that it can provide avenues for either multiple retailers 
or at this stage, at the very least, generators. As I said, we have excess capacity.  

Hon KEN TRAVERS: I accept that the eastern state grid in Victoria is massive. I think there was a story in 
today’s paper about selling off two small power stations and that if they fed into the Western Australian 
market, if we have surplus capacity now, we would not know what to do with the power then. They were 
described as small power providers, but in the Western Australian circumstance they would be massive; they 
were two power stations. I accept there are plenty of gentailers when there is a large, sophisticated market and 
the gentailer is competing against gentailer. In Western Australia we have hived out the distribution system and 
said it is going to be run effectively as a natural state-owed monopoly, and we will try to drive great efficiencies. 
I have great confidence in both the chairman and the chief executive officer of that organisation to do a good job. 
Hon Peter Collier: Absolutely. 
Hon KEN TRAVERS: The chairman was the chairman of the WA Tourism Commission when I was 
parliamentary secretary, and I have a lot of respect for him. 
Hon Peter Collier: I appointed him.  
Hon KEN TRAVERS: I am happy to say it. I think it was a good appointment, and everything I have seen of 
the new CEO down at Western Power is good. I am confident that if there are efficiencies to be had, they will 
drive them. Then the structure of the rest of the market must be worked out. That is why I was asking because 
this bill will effectively create a dominant gentailer with a monopoly circumstance, whereas a small market such 
as Western Australia effectively has a monopoly retailer but our area of efficiency is on the generation side. If 
we get the detail of this legislation wrong, we will create a monopoly generator. That is when we will see prices 
start to go up, not down. I do not get into the nonsense of the argument that this merger will drive down prices. 
Prices will continue to go up whatever we do with this bill tonight; it is a question of how steep the curve is of 
the increase. Governments constantly argue that prices should come down as a result of disaggregation. If we 
look at the result of the previous disaggregation, we can see that prices did go down in real terms, even if we 
strip away that artificial cap. The question now is whether we are starting to climb above those prices in real 
terms. That was Ky Cao’s point in some of the documentation he provided to us. 

I just make those points. That is why I asked the Leader of the House about this because he was hanging his hat 
on the fact that there are lots of gentailers, but I am not sure whether many gentailers operate in similar 
circumstances to us. I would not be surprised to find that the gentailers in the Northern Territory are also 
distributors. They more likely operate in a fairly similar manner to Horizon Power. I made the joke that there is 
probably a serious benefit in merging Horizon Power with the Northern Territory power provider in one entity, 
because I suspect that the Northern Territory provider does the same thing day in, day out across remote areas of 
Australia. I could probably think of parts of outback Queensland that would also fit into that scenario, as the 
Northern Territory itself is not that big. I suspect that Darwin’s grid is not that much different from the grid that 
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operates between Port Hedland and Karratha. If we add in a couple of mine sites, there are probably not as many 
customers for actual power but it is probably bigger than Darwin’s grid these days. If I were the 
Leader of the House, I would not hang my hat on the Northern Territory. I suspect we will probably have a day 
or two of debate on this bill, so I would appreciate it if the Leader of the House would go away and come back 
later in the debate with an example of where else in the world the model operates that he is proposing for 
Western Australia. 
Hon ROBIN CHAPPLE: The Leader of the House said in response to Hon Ken Travers, or possibly before 
then, that part of the rationale for bringing the two entities back together again was the reduction of power 
consumption and the take-up of renewables. 

Hon Peter Collier: No, I said it created a problem for the market. 

Hon ROBIN CHAPPLE: That is creating a problem. How then does the Leader of the House see the re-merger 
of those two entities resolving that problem? That is question one. 

Hon PETER COLLIER: No, we cannot resolve it. That is the perfect storm that has occurred in energy, as I am 
sure Hon Robin Chapple well knows. However, we can optimise the plant when we have a combined entity. That 
perfect storm has occurred globally in recent years, which has resulted in a reduction in consumption across the 
board. With all due respect, that is due to a combination of issues, but I will not go into them because I have 
referred to them two or three times already. With this bill we are creating a more efficient market. We are 
optimising our plant and we are optimising our opportunities for better contractual obligations, and of course we 
foresee that leading to an even more efficient market. What happens with demand in three years or five years is 
anyone’s guess. As I said, I cannot predict that. The strategic energy initiative was never meant to be a precise 
document that would provide very real evidence on demand in three or five years; it was provided to present an 
overview and then governments make decisions on which is the best way to implement those policies.  

Hon ROBIN CHAPPLE: The minister also said that we do not have the size to have a competitive market.  
Hon Peter Collier: I said it is more difficult; it is a boutique market.  

Hon ROBIN CHAPPLE: We already know that a large number of private sector companies are operating, in 
effect, as gentailers outside the system the government is going to create. Is the government not concerned that it 
will bring something together and be left stranded with it?  

Hon PETER COLLIER: Let us not forget that a lot of private companies have power purchase agreements with 
Synergy that have been underwritten by the state. That is not an effective use of state resources.  

Hon ROBIN CHAPPLE: What is the minister going to do about that? If the government is bringing these 
entities together and the minister is saying that is a problem, what will the government do to the private sector to 
stop those companies from having that market edge?  

Hon PETER COLLIER: That is not the intent or the prime motivating factor behind the re-merger, but it 
certainly is part of the complete market review that the Minister for Energy is engaged in at the moment. I forgot 
to mention the market review, and I cannot give members a time for that, but certainly the market review will not 
be, dare I say, an explosive document that will be a great revelation. The market must be constantly reviewed. In 
this instance, if we are going to make changes to the market structure, it is important that we do a review.  

Hon ROBIN CHAPPLE: We had two entities already starting to look at being gentailers in their own right, 
which could have made them potentially competitive. Why did not the government go down that path instead of 
bringing them together? The issue at the moment is competition, and I am worried that we are going to stifle it.  

Hon PETER COLLIER: It is because they were so dominant in the market. There was every likelihood that 
they would be pushed out of competition, which is certainly not desirable at all if we are talking about having 
more competition. Does the member understand what I mean? They would effectively have made it more 
difficult to attract other players into the market. As I said, because it is such a small market it is very difficult to 
attract players, particularly in the retail space. We are talking about full retail contestability, which has possibly 
fallen away at the moment. It is something that the new minister will be confronted with. It is very hard to attract 
a retailer into the market when it is such a small market. That was one of the biggest issues. At the same time, 
how on earth are we going to attract a retailer into the non-contestable market when that is being subsidised to 
the tune of $300 million?  

Hon Ken Travers: Unless they are a gentailer that can produce the power cheaper than Verve. 

Hon PETER COLLIER: That would be very difficult in the current circumstances.  

Hon ROBIN CHAPPLE: The minister also indicated that by bringing the two entities together, there would be 
savings in purchase agreements with the scale of the operation. Surely, when two entities are competing, it is a 
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competitive market and, therefore, they are competing against each other in a price comparative in terms of 
access to gas. 

Hon PETER COLLIER: At the moment we have a generator and a retailer, so they are not competing against 
each other. 

Hon Robin Chapple: Not supposedly. 

Hon PETER COLLIER: They are not, either way. The combined entity will provide more opportunities.  

Hon ROBIN CHAPPLE: I wish to make one final point. There is an indication that, without having done the 
studies, as we have seen, somehow or other this will be cheaper. Yet the minister, Dr Nahan, is already on record 
as saying that in the foreseeable future, gas prices will increase by 100 per cent. That will have a significant 
impact on electricity prices. Is that being factored into this re-merger?  

Hon PETER COLLIER: The price of gas, with all due respect, is an independent factor. That is something that 
we cannot control. Whether we say it is independent or a merged entity will have a bearing on the costs, but the 
merged entity will not have a bearing on the price of gas.  

Hon ROBIN CHAPPLE: The minister was saying that, at the end of the day, this should lead to cheaper 
electricity. Hon Mike Nahan is already saying that gas prices will go up 100 per cent. Forty-four per cent of the 
south west interconnected system comes from gas production, so we must be looking at a 50 per cent increase at 
least. 

Hon PETER COLLIER: The merged entity does reduce cost pressures, not necessarily the absolute cost. That 
is something that we need to consider.  

Hon Robin Chapple: You can’t go to the public and say that the end result is cheaper electricity.  

Hon PETER COLLIER: Much the same as we cannot say that disaggregation will lead to cheaper electricity. I 
am saying that we will have much better buying capacity—much better buying power — 

Hon Robin Chapple: But your long-term contracts have already been bought.  

Hon PETER COLLIER: They are going to reach maturity also. 

Hon KATE DOUST: I want to talk about the cart-before-the-horse approach that the government has taken with 
this bill. I still cannot quite get my head around the fact that we are dealing with a piece of legislation that has 
obviously evolved somehow without any of the financial detail that gave rise to it. The minister says to us that he 
cannot provide that detail to us as it is a work in progress. Who is pulling that work together? Who has the 
management of that work at the moment?  

Hon PETER COLLIER: It is the merger implementation group, which consists of Ray Challen, of Public 
Utilities, whom the member may have met—a terrific bloke; David Hunt, a consultant from New Zealand; and 
Mr Peter Oates.  

Hon KATE DOUST: Will this group pull together the business plan?  

Hon PETER COLLIER: Yes. This group is working side by side with the two corporations.  

Hon KATE DOUST: Why was legislation introduced into the Assembly and treated as urgent and sent to this 
place when that business plan had not been finalised before the legislation was introduced into even the other 
place? Is it not strange that that information was not finalised and made available when, in the minister’s own 
words, we are dealing with significant legislation that will provide dramatic change in the energy market in 
Western Australia? That is why I said “cart before the horse”. It seems to me that while we are dealing with this 
bill all the other necessary work is ongoing and we will quite possibly not have access to any of that detail in the 
future. 

Hon PETER COLLIER: The minister in the other place said the payback of the implementation will be 
achieved in about one to one and a half years. I understand the member’s frustration. I cannot give her anything 
more definitive on the implementation plan but, as I said, it is being worked on at the moment. Verve Energy is 
doing the plant optimisation modelling. The common board of Synergy and Verve is looking at the corporate 
overhead savings and the merger implementation group will compile these numbers and report to the Minister 
for Energy.  

Hon KATE DOUST: This is a bit of a guessing game, is it not, until all that detail is finalised and at some point 
I imagine presented to the minister responsible? I do not know whether that will go back through cabinet. Again, 
we are being asked to take this on trust. Given this government’s record over the last few months — 
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Hon Peter Collier: Be nice  

Hon KATE DOUST: The Minister can understand why we are concerned about it. On what date did the review 
the minister referred to, which I think was picked up from one of the other members, commence, and on what 
date is it scheduled to be completed?  

Hon PETER COLLIER: As I said, I cannot offer any more about the plan itself than what I have already 
offered. I apologise for not mentioning the review; I must have missed it in my notes. The terms of reference are 
being worked out at the moment. That will take place. I understand the member’s cynicism about that but, as I 
said, a review of the market —  

Hon Kate Doust: It is bewilderment, Minister, not cynicism.  

Hon PETER COLLIER: As I have said, energy is such a moving feast that we have to always look at the 
market. Two to three years ago, the energy minister was saying that we needed all this additional capacity. The 
government would not have anticipated the drop in demand in recent years. That is the nature of the beast. It is 
not because we are in government and nor would it have been the case if Hon Kate Doust were in government. It 
would be exactly the same. 

I think the minister is doing the right thing by initiating a review, and that will work in concert with the 
implementation of Verve–Synergy. That is a good thing to do.  

Hon Ken Travers: Are you going to table that document you mentioned earlier?  

Hon PETER COLLIER: Yes, I will. I have read it in, but I do not mind tabling it.  

The DEPUTY CHAIR (Hon Simon O’Brien): Listening to the mood of the committee, I understand members 
would like a copy of the notes that the minister has read in; but is the minister seeking to make that a tabled 
paper? 

Hon PETER COLLIER: Yes, that is what was requested. 

Hon Ken Travers: If it is possible, because down the track if someone wants to tie it into the debate, they can 
get a copy of it.  

The DEPUTY CHAIR: Very well. 

[See paper 1123.] 

Hon KATE DOUST: I want to come back to the review so that I can be clear about it. The review the Minister 
for Energy is about to initiate, for which we do not have any access to the terms of reference — 

Hon Peter Collier: They have not been completed.  

Hon KATE DOUST: Is that purely about changes to market rules? 

Hon Peter Collier: No.  

Hon KATE DOUST: What will the review look at?  

Hon PETER COLLIER: It will be a broad review. It will look at the effectiveness of the market as a whole; it 
will not be constrained.  

Hon ROBIN CHAPPLE: At the 2013 energy conference in Western Australia, the Minister for Energy 
mentioned the review he was proposing and gave a speech about the review. 

Hon Peter Collier: That was the current minister? 

Hon ROBIN CHAPPLE: Yes, the current Minister for Energy. He said that one of the things he had been 
surprised at was the viability of the renewable energy sector. That was not in his speech notes, but it was 
mentioned in what he delivered to the conference. He said that the energy review was going to be cognisant of 
the market share of renewables in the energy market. Can the minister or any of the staff identify whether the 
minister was looking at that as a positive or negative impact? 

Hon PETER COLLIER: I do not want to pre-empt anything that the Minister for Energy might be thinking, but 
can I suggest to the member — 

Hon Robin Chapple: It was a big conference and a lot of people were listening. 

Hon PETER COLLIER: That is good to hear. As I said, energy draws a lot of people’s attention and ignites 
passions in the community. I have no doubt about that given the significance of the renewable sector in not only 
the Western Australian debate but also the international debate, particularly from the Australian point of view, 
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especially in terms of what is going to happen to the target—will it still exist and what will happen—and where 
Western Australia fits into the bigger picture, because Western Australia is a signatory to those agreements. I am 
simply fleshing this out at the moment. 

Hon Robin Chapple: But you don’t know? 

Hon PETER COLLIER: As I have said, I do not know; but it will be a component. 

Hon Robin Chapple: None of the advisers is advising the minister?  

Hon PETER COLLIER: As I said, it will be a component of the review. Where it fits will come out when the 
terms of reference are established. It will be a component of the review: so where does the renewable energy 
sector fit within the broad market? That is a good thing. The minister has an open mind on it. We are not going 
to go in there with a definitive approach and say that that is the end of renewable energy; we are going to double 
it or whatever it might be. 

As Hon Robin Chapple has said, we need to look at these things. We had a massive wake-up call in this state in 
2008 because we were reliant on a single gas pipeline from Varanus Island, and we ran out of gas. We responded 
to that and made changes, and we now have the underground gas supplies at Mondarra. That has been a positive 
move. We always need to look at the mix. We need to have a variety of fuel sources. The former government 
rejuvenated Muja AB at that time because there was a need for coal and gas. These three fuel sources—coal, gas 
and renewables—will all be part of any energy review. That is absolutely inevitable. I have no doubt that my 
colleague the Minister for Energy will have a very open mind on the renewable component within the review. 

Hon ROBIN CHAPPLE: There has been quite a lot of talk about what will be done with the re-merged entity. 
Certainly, at that same conference Mark Chatfield indicated that it should be pulled together and then sold off. Is 
that a prospect that this government is considering, or will it just bring Verve and Synergy back together and 
keep it as one entity, and that will be it? 

Hon PETER COLLIER: There is no intent to privatise the combined entity. 

Hon Ken Travers: At this time. 

Hon PETER COLLIER: I am not putting anything on it. There is no intent to privatise the combined entity. 

Hon Ken Travers: You will never, ever privatise it? 

Hon PETER COLLIER: I cannot say what will happen in 20 or 30 years when we are still in government. 

Hon Ken Travers: While you are a minister in this current government, there is no intent to privatise it? 

Hon PETER COLLIER: It is certainly not on the agenda at all.  

Hon Ken Travers: That is less than convincing. 

Hon KATE DOUST: I thank the minister very much for that comment. A number of members have referred to 
newspaper articles in which the current Minister for Energy talked about the potential to sell a unified entity at a 
later stage. Therefore, although the minister in this chamber may take that view, at the end of the day, he is not 
the person who will carry the can. A more solid guarantee needs to be provided that, down the track, the Minister 
for Energy does not intend to flog off a re-merged Synergy and Verve. The minister in this chamber may say that 
is not the intent. However, his own Minister for Energy has said that in recent media reports that we have alluded 
to in earlier debate. He was also pretty consistent about that in his earlier life. I am sure that if I went through my 
pack, I would find a couple of articles in which the now Minister for Energy talked about privatised energy 
utilities, not just in Western Australia, but also in other states. The Minister for Energy is a great supporter of 
privatisation, as is our Premier, so the minister should be able to understand why there is a concern on this side 
of the house about the potential in the future for the government to pull these two utilities together, tidy them up 
and make them very attractive, and then flog them off. Although the minister may say that is not the intent, we 
need a more solid assurance than just the minister’s commitment, because the minister is not currently the 
minister responsible for the energy portfolio. Therefore, if the minister could provide us with a more ironclad 
guarantee, we would rest a lot easier.  

Hon PETER COLLIER: All we are doing at the moment is looking at a review of the market. There is no 
intent to privatise. We should not get too wrapped up with allowing the private sector to come into the market as 
opposed to privatisation of the entity. 

Hon Kate Doust: I understand the difference. 

Hon PETER COLLIER: I just wanted to clarify that. As I have said, there is no intent to privatise. 
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Hon LJILJANNA RAVLICH: I refer to an article from The Sydney Morning Herald on 21 September this year 
titled “WA govt prepares power assets for sale”. Bear with me as I put this into the context of what the minister 
has just said. The article states — 

The West Australian government denies its pre-election promise not to privatise electricity assets was a 
lie despite freshly-revealed plans to sell off Verve and Synergy. 

After Standard & Poor’s stripped the state of its AAA credit rating this week, the WA government said 
power and water utilities, and land and port assets were potentially on the block as the Liberal-led 
government sought to reduce debt. 

Premier Colin Barnett told parliament on Wednesday that assets sales were the quickest and most direct 
way of doing so. 

Energy Minister Mike Nahan has since said power generator Verve and retailer Synergy—which are to 
be merged on 1 January—would be split within five years into competing electricity businesses that 
performed both roles, then partly privatised. 

Can the minister stand up and give us an honest answer because his answer in which he said “never ever” and 
that it is not going to happen, or not in the foreseeable future, is very inconsistent with what I quoted. 

Hon PETER COLLIER: I never said “never ever”. 

Hon Ljiljanna Ravlich: Your minister said it would be partly privatised in five years. 

Hon PETER COLLIER: Does the member want an answer? 

The DEPUTY CHAIR: Order!  

Hon PETER COLLIER: There is no intent to privatise the merged entity. 

Hon SUE ELLERY: The minister has touched on one of the issues I raised about the review during my 
contribution to the second reading debate. Hon Jacqui Boydell’s speech in support of the bill referred to two 
things. I am quoting from the uncorrected Hansard — 

I find it a little concerning that currently we are undergoing a detailed review of the structural aspects of 
the electricity market.  

I asked our shadow spokesman what he understood about that because I could not find any information. He said 
that since the election, Minister Nahan has publicly canvassed two reviews at industry forums. With the first, he 
intends to give a reference to the Economic Regulation Authority on renewables and the second refers to him 
asking the Public Utilities Office to look at market rates. Can the minister put both of those reviews in some 
context? 

Hon Peter Collier: Which review is the second one that you are referring to? 

Hon SUE ELLERY: Hon Jacqui Boydell said that she finds it concerning that currently we are undergoing a 
detailed review. There are two reviews that have been canvassed. She said “currently we are undergoing”. Was 
she factually incorrect? Can the minister set out where this bill sits in the context of the two reviews that have 
been canvassed? 

Hon PETER COLLIER: A component of the review that the minister is doing is the effect of the merger on the 
market. I can only suppose that that is what Hon Jacqui Boydell was referring to. The actual review is no secret, 
as Hon Robin Chapple said. He actually mentioned it at the 2013 energy conference. That is not the issue. What 
the minister is doing at the moment is working towards developing the terms of reference. In terms of 
commencement and completion, that has not, as I understand, been established at this stage. I am sure he will 
make an announcement when those details are more readily available. 

Hon SUE ELLERY: The other point that Hon Jacqui Boydell made in her support of the bill was what she 
referred to as — 

… the need to now review that market to bring it back into a merged state to allow for a better future 
positioning of the privatisation … 

Tonight, the minister has said that there is no intention to privatise the merged entity. That being the case, I am 
now more concerned than I was when I heard Hon Jacqui Boydell’s contribution to the debate because the two 
reasons that she relies on to support the bill and tells us are the reasons that the National Party is supporting the 
bill have been shown demonstrably to be factually incorrect.  
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Hon PETER COLLIER: I am very confident that Hon Jacqui Boydell was talking in the context of private 
sector involvement in the generation market. In essence, I can only assume that she was referring to the fact that 
the private sector will still have the opportunity to be involved in the generation market. As I have said before, 
that is the case. The private sector will still have opportunities to be engaged in the generation market in Western 
Australia, particularly in the contestable market. I am sure private companies are still trying to engage with 
customers and sell their energy, including to Synergy. I am confident that Hon Jacqui Boydell was referring to 
the fact that an opportunity for the private sector to be engaged in generation will still be provided.  

Hon SUE ELLERY: I note that the members of the National Party are out of the house on urgent parliamentary 
business. I hope that they will read Hansard because it is of some concern that the elements on which 
Hon Jacqui Boydell tells us she relies to support the bill are not correct.  

Hon KATE DOUST: I pick up on the point that the Leader of the House has just made in reply to Hon Sue 
Ellery about how private generators or retailers would still be able to engage the market. The government lists an 
objective about facilitating private sector investment. Given that we will have this monolithic combined utility—
let us face it: it is substantial—how will the government enable private sector investors into the market to engage 
the market?  

Hon PETER COLLIER: I went through this when I did my summation, but for confirmation I will repeat it. 
There will be mechanisms, such as ring-fencing, and the transfer price will be introduced to ensure non-
discrimination and to encourage continued private sector involvement. We remain committed to engaging with 
the private sector in energy generation and in the energy market.  

Hon KATE DOUST: I hope that the Liberal Party wants to encourage private investment and competition in the 
market, but for the past five years that has been of some concern. The constant toing and froing and confusion 
about potentially re-merging these two entities has caused a lot of consternation in the market, particularly 
among private bodies. Companies such as ERM Power have, effectively, packed up and gone home. I know that 
a range of other companies had concerns. They said that it was too hard to invest in the Western Australian 
energy market because they never knew what the government was going to do in relation to the Synergy–Verve 
re-merger. What the government is doing now was seen as the thing that would drive them away from Western 
Australia. I know the minister has talked about ring-fencing and all of those things, but in practical terms what is 
the government going to do to attract private investment in the energy market to the state? 

Hon PETER COLLIER: As I have said on a number occasions, it is very difficult out there in the energy sector 
at the moment because there is a significant excess of capacity. We are not looking towards any investment in 
generation for a number of years. It is not as a result of anything that has occurred in regard to this bill or 
anything beyond. The simple fact is that we have massive excess capacity in the market at the moment. I thought 
it was 500 megawatts, but it is a bit more. It is around 500 megawatts in excess of the maximum cap. 

Hon KATE DOUST: I want to talk about Minister Nahan’s review. Is that the only review that is currently on 
foot? Is the Economic Regulation Authority or the Public Utilities Office conducting a review? 

Hon PETER COLLIER: I have been informed that the ERA is doing a separate review on microeconomic 
reform, which includes, but is not exclusive to, energy. The advice that I have received about the minister’s 
review is that it will include, when the terms of reference are developed, the role of renewables in the market. 

Hon KATE DOUST: I want to talk about what will happen to the significant number of staff currently 
employed in a range of occupations within the two organisations when these two utilities are re-merged. Can the 
minister outline to the house what is currently on the table in terms of how many staff will be employed by the 
new entity? I have a series of question about this, and I will ask just one at a time, if that is all right.  

Hon PETER COLLIER: I cannot provide information on the number because it is unknown. Today, Jason 
Waters was appointed as the new chief executive officer. There is a new CEO and a new board, and one of their 
first tasks will be to develop the labour force for the new entity. 

Hon KEN TRAVERS: Now that the minister mentions it, I find it quite contemptuous of the Parliament that the 
government is making appointments when the legislation is still going through. How does the minister explain 
that? Does he feel that this place is just a rubber stamp? What happens if this place does not pass this legislation 
this week? 

Hon PETER COLLIER: I appreciate the member’s concerns. 

Hon Ken Travers: I’m outraged! Seriously, I was amazed when I saw it.  

Hon PETER COLLIER: Fair cop. All I am saying is that the government made its intent clear with regard to 
the Verve–Synergy re-merger and that was back in April. 
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Hon Ken Travers: But this is a Parliament, minister.  

Hon PETER COLLIER: I say to Hon Ken Travers, I understand that. That is why, as I said, it has been an 
elongated process, first of all, with the — 

Hon Ken Travers: Elongated! 

Hon PETER COLLIER: Yes, it has.  

Hon Ken Travers: You had to ram the bill through the lower house and suspend the standing orders down there 
to get it through because you got it in so late. 

Hon PETER COLLIER: Yes, but they still had 17 hours of debate on that piece of legislation.  

Hon Ken Travers: They didn’t get three weeks to consider it and consult with anybody, which is the normal 
process for legislation. 
Hon PETER COLLIER: All I — 
Hon Kate Doust interjected. 

The DEPUTY CHAIR (Hon Brian Ellis): Order! The minister has the call.  

Hon PETER COLLIER: Where was I? 

Several members interjected. 

Hon PETER COLLIER: I apologise; I wonder what the question was! 

All I will say is through that process it was a multipronged strategy. The two boards were re-merged. 
Mike Smith was appointed chair of that new board. The new CEO of Verve will remain the CEO of Verve in its 
current form. If this legislation passes this house, on 1 January, he will become CEO of the new merged entity 
known as Synergy. 

Hon KATE DOUST: Given the controversy over the years about the excessively high salary packaging that has 
existed for energy utility CEOs in this state and the government is now removing one and putting a new one into 
this new entity presumptively before we pass this bill, can the minister provide to the chamber detail of his 
package and any bonuses? 

Hon PETER COLLIER: I cannot provide information about the conditions for the new CEO. This has long 
been an issue for CEOs of energy corporations. I was energy minister for four and a half years and in that time, 
the single biggest issue that I always had to face on an annual basis was the salaries of CEOs.  

Hon Sue Ellery: That and their Christmas parties! 

Hon Ken Travers: And the blowouts at Muja.  

The DEPUTY CHAIR: Order! There was one question, now we are getting one answer.  

Hon PETER COLLIER: Thank you, Mr Deputy Chair; I am really trying very hard to answer their questions.  

We removed the bonuses from the previous CEOs, which was potentially 37 per cent on top of their base. That 
was one issue that the public really did not appreciate. The simple fact of the matter is that the CEOs of energy 
corporations and government trading enterprises are still on very, very significant incomes. With all due respect, 
if we are going to attract good people to those positions, we have to pay them. It is as simple as that. In a 
competitive environment, particularly the energy sector, which is very high stakes, we are competing with the 
Chevrons, BHP Billitons et cetera that pay exorbitant amounts of money for people in similar positions. To 
assume that we will attract quality candidates for those positions and give them substandard salaries is naive. 
Personally, I know Jason Waters; I worked with him for a number of years. I think he was a very good candidate. 
Given there were at least two candidates, I would imagine, with Trevor as well, it would have been a very 
difficult call. As minister, I would have been satisfied with either him or Trevor James from Synergy. I 
congratulate Jason; I think he will do an outstanding job in the new entity.  

Hon KATE DOUST: The article on page 3 of “West Business” in today’s The West Australian makes the 
announcement about the appointment of Mr Waters. It goes on to refer to Mr James and his experience and then 
states — 

His failure to secure the job could trigger a payout clause within his contract, under which Mr James is 
to receive 50 per cent of his salary in the event Synergy is merged and he is not given “alternative” 
employment within the organisation. 
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His salary for 2012–13 was $413 000. My first question is: will Mr James be given alternative employment in 
the new merged entity; and, if not, will he be paid out 50 per cent of his salary as per his contract? 

Hon PETER COLLIER: I cannot answer that question. With all due respect, I do not think the member can 
expect an answer. Trevor is a quality person. 

Hon Kate Doust: Obviously not quality enough because he didn’t get the job. 

Hon PETER COLLIER: Fair go. The member is assuming that he is not quality because he did not get the job. 
I can tell the member right now that Trevor James was outstanding. I thoroughly enjoyed working with him. 

Several members interjected. 

Hon PETER COLLIER: He was from Synergy. He was terrific. He was very professional and very 
accommodating. I think he is a quality person within the energy sector. I have no doubt whatsoever—I will not 
pre-empt anything here—that he will be snapped up somewhere else in the energy sector, but I do not know that. 
I have not spoken to Trevor, obviously, since the appointment. As I say, the decision was made that 
Jason Waters would take on the CEO’s position. I think Jason will do a very good job. 

Hon KATE DOUST: I am not disputing Trevor James’ qualifications or his experience. I have met him only 
once and he is a lovely fellow. But it is fairly evident that he did not get the job and the Leader of the House is 
saying that he will be picked up somewhere else in the energy area — 

Hon Peter Collier: Potentially. 

Hon KATE DOUST: — potentially. One assumes that that will not be within the re-merged organisation. Then 
one assumes that his contract arrangements will kick in. All I am asking is: if he is not going to get a job within 
the merged entity, will he be paid out 50 per cent of his current rate of pay? It is a simple yes or no answer. 

Hon PETER COLLIER: I do not know. That will be negotiated. I imagine that Trevor will want to give Jason 
clear water and he will probably want to move on; I doubt that he will want to stay. That is something that I 
cannot answer; that is a personal issue for Trevor. All I say is that I stand by the capacity of Trevor James. I 
think he is an outstanding man, and I am sure that if he leaves the entity, he will be snapped up in an instant. 

Hon KATE DOUST: As a result of this re-merger, how many people are expected to lose their jobs? 

Hon PETER COLLIER: Again, I cannot give that information. 

Hon Sue Ellery: Come on! 

Hon PETER COLLIER: The CEO has just been appointed and, as I said, the board has recently been 
appointed. This bill has not gone through Parliament yet. 

Hon Kate Doust: But you’re appointing a CEO and the bill has not gone through. 

Hon PETER COLLIER: Yes, and now it is his job to address all these issues. One of the first issues he will 
address, without a shadow of a doubt, is the new staffing for the merged entity. 

Hon KATE DOUST: With all due respect, this is just a mess. The government has rushed this piece of 
legislation through the other chamber and it wants to push it through this place. It cannot provide a business plan, 
it cannot provide the details of a review that is going on, it has appointed a CEO today, it cannot provide any 
details about the number of people who will work in the new entity, and it cannot tell us how many people will 
lose their jobs. This is the sort of groundwork that should have been done before this bill was brought in. We 
want to know how many people will be affected. Will they be appropriately compensated; and will they be given 
redundancy? What will happen with these people? I am sure the people working in Synergy and Verve now want 
to know. This work should have been done. The Leader of the House should be embarrassed on behalf on his 
government for bringing in a piece of legislation without all the work having been done on it. Hon Adele Farina 
referred to it as skeletal legislation; I think it is probably one of worst examples I have seen in the 12 years I have 
been in this place. Virtually every time the Leader of the House gets up he says, “Look, I can’t give you the 
information. I can’t tell you.” I think it is an absolute shocker.  

The Leader of the House cannot give us the information. This is the difficulty we raised earlier today about 
Minister Nahan being off somewhere else doing whatever he is doing. People put to the Leader of the House 
today that if we raise issues, how is the Leader of the House going to get that information? Minister Nahan 
should be able to provide it to the Leader of the House. The Leader of the House should be able to contact the 
minister and ask, “How many people will be working in the new entity? How many people will be made 
redundant? How will they be compensated?” All that sort of detail should be there. These people should not have 
to wait to find out after 1 January, when the government expects this legislation to have passed and be kicking 
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in. I think it is just appalling that the government is managing it in this way. The government should be able to 
provide that level of detail and explain it to us. 

We are going to keep asking these questions. I know the Leader of the House is not the minister responsible, but 
I do not think it is acceptable for him to come into this place and say, “Sorry, I can’t answer that; I just can’t 
answer that.” That seems to be what we are getting all the way through. The Leader of the House can understand 
our frustration in trying to work out how this is all going to fit in and operate post-January. I just do not think it 
is acceptable, and maybe, Mr Deputy Chair, we need to take a break or something so that the minister can be 
contacted and some answers provided. I think the Leader of the House is going to continue to struggle through 
with not being able to give us any sort of information. Maybe my colleagues can help me, but I cannot recall any 
other bill we have had to deal with in the last five or more years of this government when we have not had access 
to the type of detail we are seeking. It is just an appalling state of affairs. 

Hon PETER COLLIER: As of 1 January 2014, should this bill pass this chamber, all staff will transfer to the 
new Synergy. Then it will be up to the chief executive officer and the board to determine the structure and the 
employment for staff within that new entity. In terms of the employees’ contractual rights, they will be retained. 

Hon ADELE FARINA: I apologise if we are going over something I may have missed when I stepped out on 
important parliamentary business. The CEO has been appointed; is that effective as of today?  

Hon PETER COLLIER: No; he is the CEO of Verve and will remain the CEO of Verve. On 1 January he will 
transfer to be the CEO of the new Synergy, which is the merged Verve–Synergy. 

Hon ADELE FARINA: Do we currently still have a CEO of Synergy? 

Hon PETER COLLIER: Yes; Trevor James. 

Hon ADELE FARINA: I note with interest that the government merged the boards of Synergy and Verve as of 
1 June, as I understand it. Would the minister please explain to the house how that was achieved? 

Hon PETER COLLIER: Yes, there are two boards but they are the same people, and that has been the case 
since 1 July this year. Six people are on the board, which includes the chair, Mike Smith. There is the Verve 
board and the Synergy board but they are the same people. 

Hon ADELE FARINA: I have some concerns with this because the response provided by the Minister for 
Energy, in answer to questions about why the business plan had not been completed and whether the financial 
analysis had been undertaken, was that he was unable to provide the answer at that time because under the 
current legislative scheme Verve could not talk to Synergy and Synergy could not talk to Verve because they 
could not disclose corporation business to the other corporation. Yet the Leader of the House is now telling the 
chamber that the same six people are on the board of Verve and on the board of Synergy, which actually means 
that they have full knowledge of each of the corporations. Does that not create some issues under the 
Corporations (Western Australia) Act? 

Hon PETER COLLIER: It is not subject to the Corporations (Western Australia) Act because it is a WA 
government entity. 

Hon ADELE FARINA: When the board members are sitting as the board of Synergy, how do we know that 
they are making decisions in the best interests of Synergy and not in the best interests of Verve? How do they 
deal with their conflict of interest when, as members of the board of Synergy, they are required to make 
decisions in the best interests of Synergy; and when, as members of the board of Verve, they are required to 
make decisions in the best interests of Verve? Surely there will be conflict there.  

Hon PETER COLLIER: It is an interim move, as I said earlier. The two boards were combined on 1 July; there 
are two boards with the same people, and those boards must always act in the interests of their corporations. 
They are separate entities. Even though they comprise the same people, they meet as separate boards.  

Hon Ken Travers: They are not a combined board; they are separate boards with common membership.  

Hon PETER COLLIER: They are separate boards with common membership, and they meet as separate 
boards. The interim regulations, which relates to the six-month application, exempt decisions from the 
commonwealth Competition and Consumer Act. That overcomes the second issue that the member raised.  

Hon ADELE FARINA: How can the minister and the public be confident that when these people sit as 
members of the board of Verve, they are not applying the knowledge they have as members of the board of 
Synergy and are not conflicted in their decision-making? It is absurd to suggest that a person can create a 
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Chinese wall in their own mind and not apply knowledge that they have gained while sitting on one board to the 
benefit or the detriment of that board, while sitting on another board.  

Hon PETER COLLIER: They must take into consideration any significant competition issues. They are not 
allowed to consider each other’s issues; they have to treat each other separately. It is an interim six-month 
arrangement, and they received that exemption from the commonwealth Competition and Consumer Act.  

Hon Adele Farina: What is the exemption?  

Hon PETER COLLIER: They are exempt from the interim regulations, which means they do not have to 
adhere to the Competition and Consumer Act, as I mentioned earlier. 

Hon KEN TRAVERS: The minister provided the “Electricity Retail Corporation (Interim Merger) Direction 
2013” earlier.  

Hon Peter Collier: That was tabled in the other place.  

Hon KEN TRAVERS: Does that not say they have to operate under a direction from the minister and are to 
look not at their individual value, but at the combined aggregate value of both corporations to maintain or 
increase the aggregate value? They have to look at not just what will be to the benefit of Synergy or Verve, but at 
what will be the combined benefits for Synergy and Verve.  

Hon PETER COLLIER: The member is right, except in areas in which there are serious competition concerns.  

Hon ADELE FARINA: Can the minister detail what they would be?  

Hon Peter Collier: They are in the interim direction that was tabled.  

Hon ADELE FARINA: Can we get another copy so I can look at it at the same time as other members?  

The DEPUTY CHAIR: I think there are copies around.  

Hon KATE DOUST: I want to come back to this briefing document. I refer the minister to a page towards the 
back of the document concerning the merger implementation project phases in which reference is made to 
regulations under the heading of “legislative instruments”. I know this was referred to during the second reading 
debate. Part of the difficulty the opposition has with this bill becomes evident when we go through the 
information that is provided in that document. Can the minister explain to the chamber why the “meat on the 
bones” will be in regulations that we will not have the capacity to see rather than in the bill, and why that 
decision was taken? This is a significant piece of legislation—they are the minister’s words—that will make a 
notable change. This level of detail was not put into the legislation so that all members could access that 
information and it would have that level of transparency and accountability. It is much more difficult to keep 
track of what is happening with regulations, with ministers changing them from time to time and the Parliament 
not necessarily knowing what is happening with that. It is a significant issue that we are being given only a bare 
bones piece of legislation without a lot of detail. Significant clauses in the bill refer to regulations being made 
but they do not provide us with any information about them. Hon Adele Farina spoke very eloquently earlier this 
evening about the problems with the regulations that she has identified in this legislation. I am sure that we will 
be able to deal with those problems in more specific detail as we go through each clause. It just strikes me as odd 
that we would not want to provide a high level of detail with this type of bill rather than hiding it away in 
regulations.  

Hon PETER COLLIER: The level of detail required to impose ring-fencing, transfer pricing and non-
discrimination obligations is not appropriate for an act. That is not alien to the Electricity Corporations Act. It is 
likely that the regime will need to be refined over time as lessons we learn from the operation of the regime and 
the regulations are more flexible in making such refinements. It provides us with that flexibility to refine as time 
goes on and as the market evolves. That happens federally as well.  

Hon KATE DOUST: I am sure it does under the new federal Liberal government. I am sure we will see a lot 
more legislation than anyone has ever seen before.  

Looking at the compliance regime, I think the minister said earlier that under the external auditing, the Economic 
Regulation Authority would be doing a review. I cannot remember whether that was monthly.  

Hon Peter Collier: Annually.  

Hon KATE DOUST: Will that review be tabled and made public in both houses?  

Hon PETER COLLIER: The ERA does an annual review of the market, and this review will be a component 
of that review. That has always been made public.  
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Hon KATE DOUST: I took it from the minister that it was going to be a separate review, something entirely 
different—looking at the way the re-merged entity was operating. It was not clear to us that that would simply 
just be a component of a process that is already in place.  

I move on to the last dot point on that page about penalties for non-compliance to regulation. It says that an 
appeals mechanism will be established. Who will manage that?  

Hon PETER COLLIER: It will be the Electricity Review Board.  

Hon KATE DOUST: Can the Leader of the House explain the process for an appeal to be conducted? 
Hon Peter Collier: I’ve got it. 
Hon Kate Doust: I am glad you’ve got something for once tonight.  
Hon PETER COLLIER: I beg your pardon? 
Hon Kate Doust: You haven’t been able to give us much tonight.  

Hon PETER COLLIER: The auditor will establish a breach, first of all; the Economic Regulation Authority 
will then investigate the breach and impose what it regards as an appropriate fine. If the organisation feels that is 
unfair or would like to challenge or appeal the fine, it will have 28 days to appeal it to the Energy Review Board. 

Hon KATE DOUST: How will the ERA determine what the appropriate fine is?  

Hon PETER COLLIER: It is fairly fluid: Whether it is a deliberate breach, an oversight, or repetitive 
behaviour will all need to be taken into consideration.  

Hon KATE DOUST: I suppose I was looking for an indication of a monetary figure. How will the ERA 
determine the monetary figure for the breach?  
Hon PETER COLLIER: The fine is a maximum of $100 000 for a breach and $20 000 daily for a continued 
breach.  
Hon KATE DOUST: Is that set out in the act or will it be established in the regulations?  
Hon Peter Collier: It is in the act.  
Hon ADELE FARINA: Can the Leader of the House tell me the date of this direction to be given by the 
minister that the Leader of the House referred to earlier—that is, the “Electricity Corporations Act 2005: 
Electricity Retail Corporation (Interim Merger) Direction 2013”? 

Hon PETER COLLIER: I gave it in my response, but it was tabled in the Legislative Assembly by the Minister 
for Energy on 18 July 2013. 

Hon KEN TRAVERS: Why was it not tabled in this chamber at the same time?  

Hon PETER COLLIER: I am not sure, to be perfectly honest; it normally would be.  

Hon Adele Farina: It is a requirement of the act.  

Hon KEN TRAVERS: Was it tabled or not? 

Hon PETER COLLIER: No; I do not think it was. 

Hon KEN TRAVERS: I think the chamber deserves an explanation, maybe not in this debate, but certainly 
when we come back tomorrow. This goes to the heart of the government’s integrity and how it operates in this 
area. We are being told today that a document was tabled in the other place on 18 July and we know that only as 
a result of the debate in this place on this legislation. How many documents have been tabled in the other place 
and not in this place? I will not dwell on that particular point, because it is probably not appropriate to do so in 
this debate, but I certainly think that the house deserves an explanation from the government on this matter.  

Hon PETER COLLIER: I apologise. It was tabled in the Legislative Council on 6 August.  
Hon KEN TRAVERS: Thank god for that!  
Hon Peter Collier: Calm down, now.  

Hon KEN TRAVERS: I found that extraordinary, even by this government’s standards.  

The minister mentioned earlier that the two boards were anti-competitive and were not to act to increase the 
aggregate value of the corporations except when real competitive issues arise. Is the minister talking about the 
prescribed areas of the retail corporation board? Is the minister saying that this order does not relate to the 
prescribed areas? Clause 5(a) of the ministerial direction states — 

Clause 4 of this direction does not apply: 
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(i) in relation to the performance of functions or the exercise of powers by the Electricity Retail 
Corporation in, or ancillary to, the Prescribed Areas; and 

(ii) to matters that would not ordinarily be put before the Board for decision in the ordinary course 
of the operation of the Electricity Retail Corporation. 

That seems to suggest that the boards are likely to get combined information across the two sectors. Is the 
minister saying that in those prescribed areas there was competition? Is the minister using that as a shorthand 
way of describing those “prescribed areas”? I am struggling to find that limitation, unless it is in clause 4(c) of 
the ministerial direction, where they cannot make a decision that would likely result in a sustained, substantial 
and avoidable increase in the cost to consumers. 

Hon Peter Collier: Clause 4(b) is the prescribed areas.  

Hon KEN TRAVERS: Is it clause 4(b) or 5(b)? 

Hon Peter Collier: I apologise, it is 5(b). 

Hon KEN TRAVERS: When the minister was saying that they cannot be involved in areas that are 
commercial—I cannot think of the term the minister used — 

Hon Peter Collier: “Consider each other’s interests.”  

Hon KEN TRAVERS: Yes, they cannot consider each other’s interests, or they have to look at the combined 
aggregate benefits, but they cannot do it if it is anti-competitive. The minister talked about anti-competitive 
functions. Where in this document does it say that? When the minister made those comments, which section of 
the document was the minister referring to that precluded them from being involved in items that are anti-
competitive?  

Hon PETER COLLIER: For certain decisions the boards will consider each other’s interests and for other 
interests they are not able to consider each other’s interests. They are decisions that raise significant competitive 
concerns, and they are the prescribed areas listed in clause 5(b). In those areas of cause 5(b) they are not able to 
consider each other’s interests.  

Hon KEN TRAVERS: Was a similar declaration made for the generation corporation or was it only for the 
retail corporation?  

Hon PETER COLLIER: Yes, it was for both.  

Hon KEN TRAVERS: Are we able to get a copy of the one for the generator? Was it tabled in this house? 

Hon PETER COLLIER: Yes; the directions are identical. 

Hon KEN TRAVERS: But that would not stop them from doing those things. It just means that they cannot 
consider the other entity’s benefits. I am struggling to understand how the government intends this order to work. 
It basically says that these two corporations will become one corporation, but there are then these other areas that 
we prescribe, so they could still make decisions and argue it is in their own corporation’s benefit to do that. They 
are still going to schedule maintenance of assets owned by the corporation and be involved in a number of these 
areas. I do not know how the government intends that they will ring-fence these areas in their own head. When 
we get to have the combined board, is it expected that when the board makes decisions, it will continue to try to 
keep the two parts of the corporation separate at the board level, or will the board now look only at the total 
impacts?  

Hon PETER COLLIER: No. From 1 January, the board will act in the best interests of the entity. 

Hon ADELE FARINA: I want to come back to the question that I asked the minister a while ago; namely, on 
what date did the minister make the direction? I am not interested in the date the minister tabled the direction in 
the Legislative Assembly or the Legislative Council; I am interested in the date the minister gave the direction. 

Hon PETER COLLIER: We have got what we think is the precise date, but I would like to have that confirmed 
before I give the member a response. Having said that, I will report progress at this stage, and I will give the 
member that response first thing tomorrow. 

Progress reported and leave granted to sit again, on motion by Hon Peter Collier (Leader of the House). 
 


	ELECTRICITY CORPORATIONS AMENDMENT BILL 2013
	Second Reading
	Point of Order
	Debate Resumed
	Sitting suspended from 6.00 to 7.00 pm

	Division
	Committee


