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Put spotlight on Synergy’s cost of power generation 
 

Synergy should be made to reveal the true cost of running each of its power stations as part 
of any step to reduce the $300 million annual subsidy to the utility.  
 
Western Australian Independent Power Association Chairman Richard Harris said making Synergy 
reveal the cost of producing power from each station and forcing the utility to compete with other 
power generators on an equal footing would put downward pressure on power prices. 
 
“We agree the Government needs to work to reduce the amount it subsidises Synergy each 
year but an increase in the cost of power to consumers is not the only way to do this. The 
Government needs to look at why Synergy is a loss-making operation? Why its costs are so 
high? 
 
“It is openly accepted in the industry that Synergy doesn’t produce power for the best price 
possible. It isn’t an efficient organisation and runs and ageing fleet of power stations. For too 
long, Synergy has dominated the WA market with the result that genuine competition has 
been almost impossible to achieve.” 

 
Synergy dominates the WA electricity market, much like Telstra did before deregulation and 
being made to compete. 
 
Unlike other private generators, Synergy is not required to bid each power station into the 
market but aggregates all facilities together. This aggregation masks the performance and 
cost of different power stations, hiding the cost of its oldest and most inefficient stations.  
 
“Synergy’s uneconomic plant needs to be retired. The WA IPA calls on the new State 
Government to continue the previous Government’s program to force Synergy to close 380 
MW of its generation plant in 2018.  

 
“The WA IPA advocates for reforms to the electricity market which will enhance competition, put 
downward pressure on prices for consumers, and reduce the level of Government ownership and 
control in the market.  

 
“Bill Johnston as Shadow Minister for Energy and former Energy Minister Mike Nahan both 
acknowledged Synergy’s market dominance does not provide the most cost-effective power 
possible to Western Australians. We call on the new Energy Minister to address this inefficient 
market dominance. 
 
“The problem the Government has is that it owns Synergy. So, opening up to competition in the 
electricity market means its utility is likely to lose market share. The Government is in the difficult 
situation of being the owner of a utility that has enjoyed a monopoly but which doesn’t produce the 
lowest prices for Western Australians and imposes an additional tax burden for taxpayers who fund 
the subsidy to Synergy. 
 



 

 

“The new Government has a unique opportunity to change the power industry structure by 
reducing the dominance of Synergy and encouraging the private sector to invest in the new 
technologies and services which will benefit consumers and local communities with cheaper, 
cleaner electricity.” 

 
WA IPA urges the WA Government to act on the following top three priority reforms to 
enhance competition, put downward pressure on prices for consumers, and reduce the 
level of Government ownership and market control. 
 
1. Retail electricity 

To put downward pressure on power prices for consumers the WA energy market should 
move to Full Retail Contestability as soon as possible. All customers should be able to 
select their electricity provider by July 2019 regardless of whether regulated electricity 
prices are cost reflective for Synergy (i.e. even if the government subsidy is still required 
in the short term). 

 
In the meantime, the threshold for contestability should be dropped immediately to include 
all businesses, as currently small and many medium size businesses do not enjoy the 
benefit of choosing their electricity supplier. This can be done very quickly and will deliver 
savings to many of these businesses. 

 
2. Wholesale electricity 

Synergy’s dominance in the wholesale electricity market must be reduced to enable 
competitively priced wholesale energy to be made available to all electricity retailers. 
 

3. Synergy plant closure 
Synergy must close 380 MW of Synergy generation plant in 2018 as previously  
announced by the State Government.  Synergy must immediately relinquish the 380 
MW of network capacity associated with the closed plants. 
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