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APPROPRIATION (CONSOLIDATED FUND) BILL (NO. 4) 2005 
Consideration in Detail 

Clauses 1 to 3 put and passed.   

Schedules 1 and 2 put and passed.   

Schedule 3:  Consolidated Fund for the Year Ended 30 June 2005 -  

Mr T.R. BUSWELL:  I want to ask questions on some of the more substantive items in schedule 3.  I notice that 
the Office of the Public Sector Standards Commissioner spent $50 000 on its web site.  I do not know whether 
the Treasurer has had a look at that web site. 

Mr E.S. Ripper:  I have not. 

Mr T.R. BUSWELL:  I will give the Treasurer a tip: he should not bother.  If that is the type of web site that 
can be bought for $50 000 - I took the time to look at it - by an organisation that has a budget of $3 million, it is 
an outrageous use of taxpayers’ money. 

Mr E.S. Ripper:  I shall refer the Hansard of your comments to the commissioner.  I met with her this morning.  
I am sure she will be very interested in your comments. 

Mr T.R. BUSWELL:  I would be very happy for the Treasurer to do that. 

Mr A.D. McRae:  What don’t you like about it? 

Mr T.R. BUSWELL:  Having had a web site developed outside my life in Parliament, I think that $50 000 
would have bought a somewhat more significant bang for buck.  I do not intend to comment on the content of the 
web site. 

Mr E.S. Ripper:  Perhaps the traffic expected on your web site is slightly less than the traffic that is expected on 
the Public Sector Standards Commissioner’s web site. 

Mr T.R. BUSWELL:  I might have an incredibly popular web site.  The seniors of Western Australia are 
becoming increasingly active in the technology age.  Perhaps I will see the Treasurer browsing my web site. 

Mr A.D. McRae:  IT programs have advanced their participation in IT.   

Mr T.R. BUSWELL:  They have; I acknowledge that.   

Mr E.S. Ripper:  You make an interesting comment.  It is of interest to me how much is spent on web sites and 
whether we are getting value for money. 

Mr T.R. BUSWELL:  That is a good point.  Perhaps the Treasurer will look at the process used to expend that 
money.   
There is a line item under the Department of Treasury and Finance of $26 million, which broadly comes under 
government equity injections for the Department of Health, the Fremantle Port Authority, the Armadale 
Redevelopment Authority and the like.  Will the Treasurer explain the process of equity injections, and how it 
differs from the processes contained in the Appropriation (Consolidated Fund) Bill (No. 3) 2005, which related 
to current flows? 

Mr E.S. RIPPER:  Usually equity injections are mechanisms associated with the funding of government trading 
enterprises.  For example, if a government trading enterprise is assisted to buy an asset, that might be accounted 
for as an equity injection.  The Department of Health is an unusual entity to be receiving an equity injection.  
That relates to the fact that the health reform program capita funds are quarantined inside the Department of 
Treasury and Finance.  When the Department of Health presents an appropriately constructed and approved 
business case for each project, Treasury releases the funds.  Consequently, that money is accounted for as an 
equity injection.  Normally a state department would not appear in a list like this. 
Mr T.R. BUSWELL:  I touched on the Corruption and Crime Commission during the Treasurer’s absence when 
he was preparing for his wonderful display in question time.  The Corruption and Crime Commission’s expanded 
infrastructure base requires $17.8 million.  Will the Treasurer provide additional details about that? 

Mr E.S. RIPPER:  The Corruption and Crime Commission did not favour me with a detailed list of the various 
surveillance devices and other items that it wanted to purchase with this capital allocation.  The figure shows 
how well funded the Corruption and Crime Commission is.  That agency has a budget of $20 million a year, and 
I think it has about 150 staff.  It has very significant capital support also.  It is a well-resourced agency with 
draconian powers to root out corruption.  In this case, the CCC had discussions with Treasury officers about the 
items of equipment it needed, and the politicians decided to fund it to this level on the basis of Treasury’s advice. 
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Mr T.R. BUSWELL:  I hope that none of those purchases was a mechanism that could be used to encourage 
people to provide information when questioned by the officers.  I am sure they were not.   

I refer to the $2 million that was used by the Department of Conservation and Land Management for a land 
purchase in the D’Entrecasteaux National Park.  Will the Treasurer enlighten me with the detail of the nature of 
that land purchase? 

Mr E.S. RIPPER:  Additional funding was approved to purchase five freehold blocks of high conservation 
value within the D’Entrecasteaux National Park for inclusion in the national park area.  Apparently, there were a 
few isolated freehold blocks and there was an opportunity to buy them.  I cannot provide more detail than that. 

Mr T.R. BUSWELL:  In the Department of Education and Training there has been a change in service delivery 
for TAFE-related capital works of $17.8 million.  Will the Treasurer provide more detail about that?  

Mr E.S. RIPPER:  I am advised that this is one of those overs and unders exercises.  Previously, the moneys 
would have been with the TAFE colleges; however, now they are with the Department of Education and 
Training.  Consequently, there has to be an appropriation.  It does not reflect that an additional $20 million is 
being spent.   

Mr T.R. BUSWELL:  Next to the line item of “Industry and Resources - Administered” there is a not so large 
figure of $88 million, which has listed next to it the Dampier to Bunbury natural gas pipeline sale.  I am 
interested to know what moneys are flowing out in relation to that sale.  

Mr E.S. RIPPER:  Some members will recall that we experienced a real problem with the lack of expansion of 
the Dampier to Bunbury natural gas pipeline.  The then owners did not have the will or the financial capacity to 
expand the pipeline.  They wanted their tariff issues changed from the independent regulator’s decision before 
they were willing to expand the pipeline.  In any case, I think they had a problem with their financial capacity.  It 
was vitally important that the pipeline be sold so that it could be placed in the hands of people who could expand 
it.  The state government assisted that process by providing a loan to the new owners of the pipeline - which will 
convert to a grant - to expand the pipeline.  We were given the financial capacity to convert that loan into a grant 
because stamp duty was payable on the sale of the pipeline, which amounted to approximately $88 million when 
all stamp duties were taken into account. 

Mr T.R. Buswell:  Can the Treasurer explain to me this wonderful concept, which I wish my bank was across, 
of a loan that converts to a grant? 

Mr E.S. RIPPER:  It is a common practice for industry assistance in this state.  Under the legislation for which 
the Department of Industry and Resources is responsible, loans are extended to companies and the loan converts 
to a grant when they meet certain milestones.  In this case, there were expansion milestones that the company 
had to meet.  I believe that the loan will convert to a grant in 2006-07.  That is the occasion on which the actual 
expense of providing the grant will be recorded in the state’s accounts. 

Mr C.J. BARNETT:  This is an interesting issue.  It is a loan that is convertible to a grant and, according to the 
Treasurer, is for the purpose of expanding the pipeline.  Is there a contract between the government and the 
proponents to expand the pipeline based on that $88 million grant or loan - whatever we want to call it? 

Mr E.S. RIPPER:  I understand that there is a contract between the government and the owner that I believe 
may have been tabled in Parliament.  It is a while since I have dealt with this issue, but if the member needs 
further advice on it, I am happy to provide it.  Although I am not the Minister for Energy, I am certain that the 
government would be happy to provide that information. 

Mr C.J. BARNETT:  My recollection of the document is that it is an agreement that the loan will convert to a 
grant once the pipeline is expanded, but it is not a contract for pipeline expansion and should not be presented as 
such. 
Mr E.S. RIPPER:  I need to know the differences in the definitions that the member for Cottesloe has used in 
making that statement.  The important point is that this loan does not become a grant unless the company does 
what it was intended it should do with the money; that is, expand the pipeline. 

Mr C.J. BARNETT:  There is quite a significant difference.  There is no mystery.  Under access rules and the 
like, a contract for pipeline expansion is a contract for the pipeline to be able to transport gas or for gas capacity.  
There are hundreds of those contracts around Australia.  However, I put to the Treasurer that this contract was 
not one of those contracts, even though the government has portrayed it as such.  It was simply a grant to the 
new buyer and owner of the pipeline, and it was presented publicly as a contract for pipeline expansion.  The 
only reason the pipeline has been expanded since it was built in 1984 is as a result of contracts signed with the 
pipeline owner, whether it be the government, Alinta private or Epic Energy, for gas transport.  This is not a 
contract for gas transport; it is a gift to the owner.  In the period leading up to this loan or grant, did the current 
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owner of the pipeline formally request that the government give it an exemption from stamp duty on the 
purchase? 
Mr E.S. RIPPER:  After this length of time, I would have to go back to the documentation.  I did not personally 
meet all the participants in the sale process.  My view of the issue is quite different from that of the member for 
Cottesloe.  The government advanced the $88 million for an expansion of the pipeline, and if the expansion of 
the pipeline did not occur as agreed, the loan would not convert to a grant.  The member for Cottesloe was 
Minister for Resources Development and he knows how the industry assistance act works. 

Mr C.J. BARNETT:  It is an important point because we are talking about $88 million.  I find it remarkable that 
the Treasurer has a vague memory of this.  It occurred only about 18 months ago.  I put it to the Treasurer - I 
welcome a further answer in due course if he cannot respond now - that the owner of the pipeline sought a stamp 
duty exemption on the purchase of the pipeline.  Why?  The amount it was willing to pay was short of the 
amount that the former owner was willing to sell it for, because the former owner was making money on the 
pipeline.  In the relevant period the pipeline has always traded profitably.  There was a difference between what 
the purchaser was willing to pay and what the seller was willing to accept.  The purchaser sought to bridge that 
gap by seeking an exemption from stamp duty.  I bet there would be many frustrated home buyers who would 
love an exemption from stamp duty so that they could bridge the gap and be able to buy a house.  I believe that 
the government probably entertained the idea of giving the purchaser a stamp duty exemption, until it discovered 
that it did not have the power under the act and it would be in breach of the Stamp Act.  What was contrived was 
an arrangement under which a loan that would convert to a grant was given to the owner of the Dampier to 
Bunbury natural gas pipeline, and it was dressed up as though it were some sort of contract for pipeline 
expansion.  It was not.  The previous owner of the pipeline, Epic, had an obligation under national access rules, 
as does any pipeline owner, to expand the pipeline if there was a firm contract to buy capacity.  Indeed, Epic, as 
a private owner, expanded the pipeline in 2001 because there had been contracts for expanded capacity.  This 
contract is not a contract for expanded capacity.  It is a gift of $88 million to bridge the gap between what the 
buyer was willing to pay and what the seller was willing to sell for.  I know that the media in Western Australia 
find this too complex to grapple with, but in my view it is exactly the same as the sorts of deals that took place in 
this state in the 1980s.  This was a payment disguised as a grant to private industry, which was not for pipeline 
expansion.  The proof might be in the pudding.  I recognise that there was a problem with expanding the 
pipeline.  However, this is not the way to deal with it.  There was a problem because the regulator had made a 
determination that it should cost 78c for transporting gas.  Has anyone ever paid 78c for transporting gas?  Has it 
ever reached the regulated decision cost, because that was the Treasurer’s basis for giving this grant? 

Mr E.S. RIPPER:  We could have a long debate about this issue, which was debated at length at the time the 
government announced the decision.  Although the member for Cottesloe alleges that I am vague about details, I 
am conscious that what I say in Parliament goes on the written record.  I have not had access to the relevant 
papers for some time and I would like to check before I absolutely confirm that something did or did not happen 
in the way that the opposition member has stated.  The situation is that we had a real problem.  The pipeline was 
not being expanded, and there was a significant threat to the security of our electricity supply as a result of its 
lack of expansion.  That was one of the factors underlying the gas transport issue in February 2004 that produced 
the power crisis of 18 February.  We also had a significant threat to industrial development in the south west of 
the state as a result of the lack of capacity on the pipeline.  This issue needed to be resolved.  I am very satisfied 
with the action that the government took to resolve this major strategic issue impeding our electricity security 
and our economic development.  We had a problem.  Epic simply did not have the financial capacity to expand 
the pipeline and it would not have happened.  We needed that pipeline to be expanded and it has been expanded.  
It is good to see that there will be a further round of expansion of the pipeline.  The pipeline issue is totally 
settled and off the agenda.  No-one worries about the security of our electricity supply as a result of pipeline 
issues and no-one worries about economic development not being able to go ahead in the south west of the state 
because the pipeline is an issue.   

The government never agrees to stamp duty exemptions.  It often gets approached -  

Mr C.J. Barnett:  Were you approached in this case? 

Mr E.S. RIPPER:  I would have to check on that.  The government often gets approached by companies 
seeking stamp duty exemptions for this reason or that.  It never agrees to them.  On this occasion, the 
government made a loan that would convert to a grant to get the pipeline expanded, and the pipeline owner must 
meet pipeline expansion milestones before the loan converts to a grant.  I believe that we may well have tabled 
relevant documents in the Parliament, because there were a lot of questions about this issue at the time.  
However, I will check that.  Indeed, if the member for Cottesloe wants to ask me, or the relevant ministers, any 
more questions about this, I am happy to provide the information.  At this late stage, I am even happy to provide 
a briefing on it. 
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Mr C.J. BARNETT:  I will be pursuing it, because I believe this is a scandal.  It is one of those issues, a bit like 
the AWB Ltd issue, that occasionally take some time to unravel.  Eighty-eight million dollars was given to a 
private group of companies.  There were conflicts of interest.  People were holding positions in the corporate 
area and in business organisations at the same time.  It is a serious issue. 

Mr E.S. Ripper:  There were no conflicts involving the government. 

Mr C.J. BARNETT:  I think there were.  There may well have been. 

Mr E.S. Ripper:  I would be very surprised about that.  If you have an allegation, you had better have some 
evidence for it. 

Mr C.J. BARNETT:  We may well have.  I am not at all satisfied that $88 million of taxpayers’ money should 
have been given in this case to two of the wealthiest companies in Western Australia for no reason.  The 
Treasurer has talked about the pipeline expansion issue.  Yes, it was an issue.  In 2001, Epic Energy expanded 
the pipeline.  Expansions are automatic if customers pay for that capacity.  At the time, Western Power was 
offered the opportunity of being part of the 2001 expansion.  It declined.  That is why, in February 2004, 
Western Power did not have the gas available.  The gas was coming down the pipeline and was being used by 
those other companies that had contracted to use it.  There was a failure in mid-2001 by Western Power and the 
government to adequately plan for gas expansion.  They underestimated the situation.  In the flurry and in the 
blackout that happened on black Wednesday, the contrivance was to effectively pay the $88 million.  Had the 
government said that it wanted to bring on this pipeline expansion and would contract $88 million worth of extra 
capacity, and as the market picked up, would on-sell that to Western Power and anyone else, at least it would 
have been honest and up front.  However, the government gave a disguised stamp duty exemption to three 
companies.  I believe it was reprehensible.  It was no different from what happened with the Teachers Credit 
Society and some of the Rothwells and Petrochemical Industries Co Ltd transactions.  It was exactly the same.  
At the time, people in the media and others said that that seemed okay; we needed more gas.  It seemed a good 
idea to build the petrochemical plant; it seemed a good idea to rescue the Teachers Credit Society.  As I said, I 
will continue to pursue this issue, which is similar to the situation with AWB, because it is a matter of 
accountability.  I do not think the Treasurer is a dishonest person, but I think he was very sloppy in the way in 
which he approached that issue. 

Mr M.J. COWPER:  I found it interesting to listen to the member for Cottesloe’s oration on this issue.  As a 
new member in this place, I too have been looking into an issue in my electorate; that is, the expansion of gas 
reticulation into the area.  Of course, as we well know, one of the biggest customers of the Dampier to Bunbury 
gas pipeline is Alcoa, which is located in my electorate.  I believe the 150-megawatt co-generation plant will 
open next Friday.  One of the things I have been looking at is expansion of the network system.  Of course, 
Alinta did not have any customer service obligations placed upon it.  Instead, there were provisions in the 
licence.  During my investigations, throughout the whole process I spoke with Alinta and the other companies 
that are involved.  I believe Diversified Utility and Energy Trusts, or DUET, is the major shareholder in the 
Dampier to Bunbury natural gas pipeline.  In fact, DUET is owned by the Macquarie Bank and AMP Capital 
Investors.  It is interesting that the government gave the Macquarie Bank and AMP, which are probably two of 
the biggest companies in Australia, an $88 million free kick.   

A problem then flows down to a lower level.  From investigations that I know of at a grassroots level, one of the 
major problems with the gas pipeline was that Epic was not doing the maintenance on the pumping stations.  
Therefore, the capacity to pump the right amount of gas was diminished.  It comes back to the problem that I 
have with my constituents.  Tomorrow, I will present a petition to this place from some of my concerned 
constituents.  I find it interesting that Alinta has, in my view, priced itself out of the market to reticulate gas to 
the new and developing areas of my electorate.  The point is that on the basis of my inquiries, which were 
independent of the issues raised by the member for Cottesloe, I too have had some concerns and suspicions for 
some time about this whole arrangement.  I do not want the member for Cottesloe’s comments to be taken in 
isolation, because I too have come to the conclusion that something is not quite right.  I wanted to raise that and 
make that point today. 

Mr C.J. BARNETT:  I will not drag this out much longer.  However, I want to make a couple of further 
comments about it, because $88 million is a very substantial amount of public money.  The Treasurer probably 
believes what he is saying.  He probably believes that this $88 million went to pipeline expansion, and that 
somehow the new owner had this $88 million loan, convertible to a grant, that would give it the capacity to 
expand the pipeline.  It seems self-evident that suddenly it had this cash, and it could go ahead with the 
expansion with some confidence.  That is the story the Treasurer told - he probably believes it - to the Western 
Australian public and to a gullible Western Australian media.  However, where did the $88 million go?  It went 
straight to the banks funding Epic.  It was part of the purchase transaction.  It was paid into an account and went 
out of that account.  The $88 million did not go to anyone in Western Australia, ultimately.  It went via the 
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current owners to the former owner, Epic, as part of the purchase price.  The $88 million of Western Australian 
taxpayers’ money went to the banks that had funded Epic to originally buy the pipeline.  They were the 
recipients.  Although I did not agree at the time with the rescue of the Teachers Credit Society and so on in the 
1980s, at least the money went to Western Australians.  This government and this Treasurer gave an $88 million 
grant to American banks - the creditors of Epic.  Epic was in trouble, because one of its partners in the United 
States, El Paso Corporation, had troubles that were totally unrelated to this pipeline.  Therefore, we, the Western 
Australian taxpayers, subsidised a consortium of American banks to the tune of $88 million.  How good is that? 

Mr A.D. McRae:  It sounds a bit like an ex gratia payment to me. 

Mr C.J. BARNETT:  It is interesting.  The parliamentary secretary had to come in, did he not?  It is interesting 
that ex gratia is raised.  I will not be diverted, other than to say that when I was a minister, Western Power joined 
with AGL in a joint venture to build a gas pipeline to Mt Magnet.  That pipeline is there today and being used 
today.  It is nowhere near its capacity, but, as I am sure the parliamentary secretary knows, Precious Metals 
Australia Ltd is very close to re-establishing the PMA vanadium project.  That was $30 million explicitly used in 
a joint venture to build a pipeline of 180 kilometres to Mt Magnet.  It is there today and is the best thing that has 
happened to Mt Magnet in a hundred years.  That pipeline will be used for the next hundred years.  It is a 
physical asset.  It was not a subsidy to American banks.  That amount did not pay off their debts.  I was 
responsible for building pipelines in Western Australia for the future development of this state.  Nevertheless, 
the Labor government thought that that was so dreadful that it had a select committee or standing committee 
inquiry into it.  How about a standing committee or select committee inquiry into this $88 million?  After all, it is 
nearly three times the amount of money.  Nothing is to be seen for it, and we know that the money went to 
American banks.   

Mr M.J. Cowper interjected. 

Mr C.J. BARNETT:  No, it has nothing to do with pipeline expansion.  The reason the pipeline is being 
expanded is that customers, Alinta itself, Western Power and other users of energy, such as Alcoa, have 
contracted to transport and buy more gas.  The pipeline has been expanded for that and no other reason.  I am 
glad the parliamentary secretary raised that project.  The Labor Party salivated, because it thought that it would 
get me on that when I was Leader of the Opposition.  It went away and wasted a lot of public resources on a 
report that concluded nothing.  There was nothing at all that was not public.  I have not even read the report.  I 
was waiting for the great crushing blow that I would endure.  Nothing came out of it. 

Mr E.S. Ripper:  That happened in the election campaign. 

Mr C.J. BARNETT:  It was handy for the election campaign, was it?  The Treasurer says that it was handy for 
the election campaign.  That is what it was all about.  It was handy for the election campaign.  What a 
disgraceful comment!  What an embarrassment to public servants present in this chamber.  The next election 
campaign is three and a half years away.  Maybe it will be handy for the election campaign, if that is the 
criterion, to look at the $88 million this Treasurer gave to American banks. 

Mr E.S. RIPPER:  I need to correct the record.  My interjection was, “That happened in the election campaign.”  
The member for Cottesloe said he was waiting for the almighty crunch but it never happened, and then I said it 
happened during the election campaign.  

Mr C.J. Barnett:  What happened? 

Mr E.S. RIPPER:  The crunch that the member was waiting for happened to him during the election campaign: 
he lost.  He did not run on this pipeline issue.  If he thought the pipeline issue was so serious, why was not so 
much more made of it during the election campaign?  He did not get much traction if he was campaigning on the 
issue.  We had a long debate on that issue at the time.  I stand by my view that this was necessary to deal with a 
major strategic issue impeding the development of the state.  

Mr C.J. BARNETT:  The Treasurer believes he did the right thing.  I believe that he needed to do something 
but that he just did it entirely the wrong way.  Who supported him?  Did he get any support from anyone for 
what he was doing? 

Mr E.S. RIPPER:  I believe that the decision has been accepted.  There has been remarkably little controversy 
about the decision and people are happy that the pipeline has been expanded and that the issue has been resolved.  

Schedule put and passed. 

Title put and passed. 
Leave granted to proceed forthwith to third reading. 

Third Reading 
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Bill read a third time, on motion by Mr E.S. Ripper (Treasurer), and transmitted to the Council. 
 


