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MUJA AB — REFURBISHMENT — SELECT COMMITTEE ESTABLISHMENT 
Standing Orders Suspension — Motion 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [10.06 am] — without notice: I move — 

That so much of standing orders be suspended as is necessary to consider the following motion 
forthwith — 

(1) That a select committee be established to investigate — 
(a) the circumstances surrounding the loss of around $250 million of taxpayers’ 

money in the refurbishment of Muja AB power station; 
(b) the circumstances surrounding the engineering advice and the decision to 

refurbish the 46-year-old power station and further decisions to continue 
with the project; 

(c) how taxpayers’ money was placed at risk in the refurbishment process; 
(d) the extent of the losses to taxpayers and ways to ameliorate any losses; and 
(e) the commercial arrangements around the refurbishment process and which 

party bears responsibility for the losses. 

(2) That the select committee report on its inquiry to the Legislative Assembly by 
Thursday, 26 September 2013. 

We move this suspension of standing orders because we believe it is urgent that this matter be properly 
considered by the Parliament and that a process be established to inquire into what is a very serious matter of 
administration in Western Australia. I can set out the reasons we regard this motion as urgent, but I request the 
government to allow time on the basis of matter of public interest — 

Mr C.J. Barnett: What is urgent and what is new? 

Several members interjected. 

The ACTING SPEAKER (Mr I.C. Blayney): Members! I would like to hear the Leader of the Opposition, 
please. 

Mr M. McGOWAN: I can set out the reasons this is urgent, but in order to save time I am prepared to just have 
an indication from the Leader of the House across the chamber about whether the government is prepared to 
allow a debate on matter of public interest rules in relation to the establishment of this select committee. I note 
the Leader of the House is nodding, is that an acceptance? 

Mr J.H.D. Day: We will agree to the suspension of standing orders so the issue can be debated.  

Mr M. McGOWAN: And? 

Mr J.H.D. Day: With MPI time, yes. 

Mr M. McGOWAN: With 30 minutes for each side? 

Mr J.H.D. Day: Yes. 

Mr M. McGOWAN: On the basis of the government agreeing to the debate on the establishment of this select 
committee with 30 minutes allowed for each side, I am prepared to sit down and allow that process to 
commence. 

MR J.H.D. DAY (Kalamunda — Leader of the House) [10.08 am]: As I indicated by interjection, with some 
reluctance we will agree to the suspension of standing orders so the issue can be debated. It will be interesting to 
see whether the opposition does have any new issues, given that this was the subject of the MPI yesterday. It was 
also covered in question time and canvassed during private members’ time yesterday. Nevertheless, we — 

Several members interjected. 

The ACTING SPEAKER: Members! 

Mr J.H.D. DAY: Nevertheless, we will agree on that basis.  

Standing Orders Suspension — Amendment to Motion 
Mr J.H.D. DAY: Therefore, I will move an amendment to the motion. I move —  

To insert after “forthwith” — 
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subject to the debate being conducted under the time limits applying to a matter of public 
interest 

Amendment put and passed.  

Standing Orders Suspension — Motion, as Amended 

Question put and passed with an absolute majority. 

Motion 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [10.09 am]: I move — 

(1) That a select committee be established to investigate — 
(a) the circumstances surrounding the loss of around $250 million of taxpayers’ money in 

the refurbishment of Muja AB power station; 
(b) the circumstances surrounding the engineering advice and the decision to refurbish 

the 46-year-old power station and further decisions to continue with the project; 
(c) how taxpayers’ money was placed at risk in the refurbishment process; 
(d) the extent of the losses to taxpayers and ways to ameliorate any losses; and 
(e) the commercial arrangements around the refurbishment process and which party bears 

responsibility for the losses. 

(2) That the select committee report on its inquiry to the Legislative Assembly by Thursday, 
26 September 2013. 

This is a serious matter, and we are attempting to ensure there is a proper inquiry into what has gone on. When 
the Premier stands up and says, “What is new today compared with yesterday”, I will go through some 
information that is new. But I want to indicate to the government that it is time for a proper analysis of what has 
gone on here, and we have decided upon a route that allows for the government to have control of a select 
committee with opposition representatives that can inquire into this important matter and get to the bottom of it. 
The five points contained within this motion are serious matters that need proper consideration to how this 
amount of money has been lost, how this came about, and ways to ensure it does not happen again so that we can 
hold properly accountable any other parties that might be responsible for what has gone on.  

In yesterday’s debate, both the Premier and the Minister for Energy—I heard them in the media as well—blamed 
Verve Energy, a government corporation, and its management for everything that has gone on here.  

Mr C.J. Barnett: That’s not true.  

Mr M. McGOWAN: I will read out what the Premier had to say yesterday as I listened very carefully to what 
was said by both the Premier and the Minister for Energy. The Premier said — 

The advice was at fault.  

The Minister for Energy blamed Verve constantly in the debate and in the press, on the radio and everywhere 
else. He blamed Verve and its management. The Minister for Energy said — 

… the government [and] the taxpayers been let down by Verve and its management … 

Members must understand that in a parliamentary Westminster democracy responsibility stops with the minister. 
A cabinet decision was made by the government to spend this money. Responsibility stops with the minister 
responsible, and no responsibility has been taken because there has been no consequence for the minister 
responsible. The Westminster system has been usurped in this case by the government because it is not taking 
appropriate responsibility for a massive loss—a massive failure by the government—that has been foisted upon 
the taxpayers of Western Australia. The Westminster system is not operating effectively under this Premier and 
this government because they are not taking responsibility for what is truly their responsibility. Cabinet decisions 
were made—the Premier said so—to invest this money and to lose this money. There were numerous decisions, 
and the government must take responsibility and be accountable for what has gone on here.  

We suggest a full and proper inquiry take place using the Parliament, with a government-controlled committee 
no less, to investigate these matters. We are not proposing a royal commission or a judicial inquiry at great cost 
to taxpayers. We suggest that Parliament use its traditional role and call in witnesses to find out what has gone 
on using the wherewithal, the skills and the abilities of the members of this house. We have set out five 
important lines of inquiry for such a committee and we suggest it have about a four-month timeframe in which to 
conduct that inquiry. That is a fair and reasonable approach to this matter. These issues must be addressed 
because I think the government has not been open and accountable on these issues.  
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First, the minister and the Premier said at length yesterday that Verve and the government operated on the best of 
advice. If he is claiming that to be the case, the first thing the Premier should do is table that advice. The 
government must table that engineering advice so the people of Western Australia and the Parliament can make a 
judgment about whether the government followed it. Table the engineering advice for why this government 
followed this course of action. If the government does not provide that advice, serious questions will arise about 
whether it made the right decision based upon the right advice. If the government has nothing to hide, release 
it—including the briefing notes to the minister and the former minister about these matters before this decision 
was made. If the government has nothing to hide, it should release it. We suggested an inquiry because it could 
call that evidence; a committee could call in the engineers and hear from them what the government was advised 
before it lost this $250 million. How was taxpayers’ money put at risk? I still do not think anyone understands 
how the Premier could say in 2009 that not a cent of taxpayers’ money would be spent on this, and then, 
$250 million of taxpayers’ money later, he cannot — 

Mr C.J. Barnett: That’s your figure.  

Mr M. McGOWAN: Okay, it is my figure. Everyone heard that. Let us wait and see in a moment.  

To conclude my previous point, how was it we went from spending no taxpayers’ money to losing $250 million 
of taxpayers’ money? The Premier blames corrosion. This deal was meant to be structured so that no taxpayers’ 
money would be spent. How did this deal end up with a corrosion exclusion clause when we are dealing with a 
massive engineering project? How was the government sucked into a deal with a corrosion exclusion clause on a 
50-year-old plant? We must get to the bottom of that and find out exactly how the government of Western 
Australia was suckered into a deal of that nature that allowed for an original estimate of no cost, and then 
suddenly it is up to $250 million. We then need to get to the bottom of the losses to the state and taxpayers of 
Western Australia.  

Yesterday in this place the Minister for Energy said — 

I do not know where members opposite got the figure of $250 million.  

Then last night on 6PR, in an interview with Harvey Deegan, the minister said — 

How much it’s going to be? We know it’s over $100 million additional and it costs $150 to refurbish it, 
and then additional $100 on top of that.  

Harvey Deegan then said — 

So that’s $250 million at least. When’s this going to end, Mike?  

Harvey Deegan later asked — 

… shouldn’t these experts have foreseen what might happen?  

To which the minister replied — 

Well, I think you’re right. An inquiry will be done into this issue I guarantee you that.  

On radio yesterday the minister said that it cost $250 million, and then he said an inquiry would be done into this 
issue. Here is the government’s opportunity. Here is the inquiry. We will vote on it shortly. If the minister stands 
by what he said yesterday, the government will vote for this inquiry—and it is a government-controlled inquiry. 
We are giving the government every opportunity in the world—it can control it—but we suggest that it has to get 
to the bottom of these issues and it should be public; that is a fair and reasonable approach. 

Lastly, the Minister for Energy seemed to indicate this morning that, although cabinet made these initial 
decisions, some of the subsequent decisions may have been made by the former Minister for Energy, 
Hon Peter Collier. If that is the case, did he act beyond the authority given by the cabinet? How was it that those 
additional amounts of money were spent? Did he act ultra vires the authority that was given to him as minister? 
We need to know whether this minister has gone rogue and has lost the taxpayers of Western Australia tens, if 
not hundreds, of millions of dollars on his accord without cabinet approval. An inquiry will get to the base of 
that. We also need to know how, last month, the current Minister for Energy managed to invest another $5 
million in a project that we now know, and the government admits, was going belly up. We need to know how 
that last $5 million that came to light has been invested. All these issues need to be answered. They all need to be 
answered, and that is why we are seeking an inquiry into these matters, which is a fair and reasonable approach. 
If the government does not agree to an inquiry, then it is evidence of further cover-up, further deceit and further 
loss of taxpayers’ money without accountability. 

MR W.J. JOHNSTON (Cannington) [10.20 am]: I want to make a couple of points. The Premier challenges us 
to tell him what is new. Well, I will tell the Premier a few things that are new. I did not know yesterday that the 
minister was unaware that the joint venture has a $400 million facility with ANZ Bank. The Minister for Energy 
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stood in Parliament yesterday and said he did not know about that. I knew about it, because I had done the 
company search; why did the minister not know that such a facility existed? Why is it that the minister did not 
have a clue about what his own agency was up to? Why is that the case? Yesterday, I did not know that the 
minister had approved an additional $5 million within the last nine days for this project. In the last nine days, this 
minister has put another $5 million into this failed project! I know that it was within the last nine days, because 
on 11 June the minister answered a question about the approvals that had been given for the project, and that 
$5 million was not included in his answer. So, since 11 June, this minister and this cabinet have put another 
$5 million of taxpayers’ money into the sink—into the toilet. If I can quote the minister, he said on radio that he 
was “pissed off”. No wonder he said that he was “pissed off”; his incompetence is what is annoying Western 
Australians—his incompetence, evidenced by his putting another $5 million into this project in the last nine 
days. 

The Premier went to Collie during the election campaign and said that this project was on track and would soon 
be delivered and producing power—that is what he did before the election. 

Mr C.J. Barnett: It is. 

Mr W.J. JOHNSTON: Is it on track, Premier? Why is it that the Premier thought that? Who told him that the 
project was on track? Who told him that the project was going to be a success in February this year, when he 
went to Collie and attacked the Labor Party for criticising the Muja AB project? We have been criticising this 
project since 2009, yet this Premier went to Collie in February 2013 and said that it is a good project! He thinks 
it is a good idea! Well, we want to know why he thought that. 

We also want to know why, in the accounts of Verve Energy since 2009, this project has been listed as a 50–50 
joint venture with a company called Inalco Energy Pty Ltd. I asked a simple question in the other chamber on 12 
June through Hon Kate Doust: has any capital been paid into Vinalco Energy Pty Ltd by any entity other than 
Verve Energy; and, if yes, on what dates, in what amounts and by whom? The Minister for Energy’s answer was 
that the capital paid into Vinalco Energy by Inalco Energy was $80 000, on 13 August 2010. It seems that 
$80 000 can get Inalco a 50–50 joint venture with this government! How is that the case? How is it that Inalco—
a subsidiary of a Geelong-based engineering company—could pay $80 000 for 50 per cent of a project while, on 
the other hand, this government paid $100 million for 50 per cent of the same joint venture? It was not only 
$100 million for 50 per cent of the same joint venture, but also all the assets of the joint venture—the power 
station. Inalco paid $80 000, while this government and this Premier put in $100 million in cash, borrowed 
$150 million that was entirely guaranteed by Verve, and put in all the assets of the power station! How can that 
be? And the Premier says that we do not have to have an inquiry! He says that we do not have to get to the 
bottom of this. He says that we do not need to know what is happening. He says that this is all all right. 

Mr C.J. Barnett: When did I say it was all all right? 

Mr W.J. JOHNSTON: In February, before the election! Before the election, the Premier went on ABC TV and 
said that there was no blowout. The Premier went on TV on 8 February and said that this project was on track 
and that there was no blowout. That is what the Premier said; we know the truth here, and it is not what the 
Premier said. The Premier did not tell the truth on TV on 8 February. I do not know whether the Premier did not 
know that it was not the truth, or whether he made another decision about what he said. I cannot say that the 
Premier lied, because that would be unparliamentary, so I am making the point that it was either — 
Mr C.J. Barnett: Why don’t you say it, and we’ll take you on? 

Mr W.J. JOHNSTON: Well, did the Premier lie? Did he think that the project was on track? Was he advised 
that the project was on track? Was he advised that the project was going to deliver? Did the Premier know that 
two units were not functioning when he went on TV and said that there was no blowout? What is the answer, 
Premier?  
We know what is happening here. The Premier has tried to skate through this issue for a long time, and we think 
it is time that the truth came out. We know that the only way that the truth can come out is through a public 
inquiry. We know what is going to happen here. An article in today’s The West Australian quotes the Premier as 
saying — 

We acted as a Government on professional engineering advice that has proved to be deficient, that is the 
reality. Now, we accept responsibility, but is the Government at fault? I don’t believe so. 

If the Premier is responsible, he is at fault. If he is the one who made the decision, guess what? It is him. He 
should stand up and say, “Yes, I made the decision and the decision was wrong.” I cannot believe that the 
government thinks that losing a quarter of a billion dollars of taxpayers’ money is not something that should be 
publicly accounted for. This is a disgrace; it is a shambles. It reflects the fact that the former Minister for Energy, 
Hon Peter Collier, was completely and utterly incompetent. There is no other conclusion.  
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We need a proper inquiry. There are so many unanswered questions, and the fact that the Minister for Energy’s 
office and Verve Energy have been refusing to answer questions on this issue for more than a year shows why 
we need a public inquiry. The media has complained regularly about the fact that Verve will not speak about this 
matter in public; the media has complained regularly about the fact that the Minister for Energy will not be open, 
honest and transparent. 
The minister went on radio this morning and said that maybe it was not a cabinet decision that led to 
$100 million being tipped down the sink by this government. If that is the case, why is it that he said it was a 
cabinet decision on 11 June? Why was there no public announcement of the additional $5 million that the 
Minister for Energy—who is sitting there, looking up at the stained-glass window—decided to put into this 
project in the last nine days? 
If I were a minister and the shadow minister was pursuing an issue through the Parliament and the media, I 
would have thought, “Maybe I shouldn’t put another $5 million into a failed project.” I do not understand what 
was going through the minister’s mind. Here I am, the shadow Minister for Energy, having asked a dozen 
technical questions on this matter in the upper house, and what does the minister do? He tips $5 million into the 
project and then says that there should be no public accounting and that there should be a secret inquiry, run 
behind closed doors, to blame a bunch of public servants! That is the minister’s plan. We know what the 
minister’s plan is. 

There is another new thing since yesterday, Premier. We did not realise when we raised the matter of public 
interest yesterday that the Premier would stand in Parliament, along with the new Minister for Energy, and say, 
“Don’t blame us; blame the public servants.” That is a tried and true process in government. 

Mr C.J. Barnett: Did I say that? 

Mr W.J. JOHNSTON: Yes, the Premier did. I have already quoted him saying that.  

Mr C.J. Barnett: I did not say that. 
Mr W.J. JOHNSTON: Does he want me to quote it again? Who is the Premier going to blame? 
Mr C.J. Barnett: Show me the quote. You just made it up. 
Mr W.J. JOHNSTON: The Premier is going to blame public servants; we know that. There will be no 
ministerial scalp. A quarter of a billion dollars of taxpayers’ money has been lost because of the decisions of the 
Premier, the current Minister for Energy and the former Minister for Energy, Peter Collier, and not one of them 
will accept responsibility for that. Then they say, “Let’s not have a public inquiry.” They want to hide the truth 
behind a secret inquiry, probably by the Public Sector Commissioner—the best man for the job, I am sure — 
Several members interjected. 

Mr W.J. JOHNSTON: So it will be done behind closed doors without any public accountability. We will not 
stand for that and neither will the people of Western Australia. The people of Western Australia demand 
accountability from the Premier. They demand that this inquiry be done properly and in public, with witnesses 
being cross-examined about what they knew and when they knew it. 

Mr C.J. Barnett: A Labor witch-hunt. 

Mr W.J. JOHNSTON: It is not a witch-hunt. The government has lost $250 million. 

Several members interjected. 

The ACTING SPEAKER (Mr I.C. Blayney): Members! I would like to hear the member for Cannington in 
silence. 

Mr W.J. JOHNSTON: We know what has happened; the government has lost this money. We now need to 
know why. Not only do we need to know why, but also we need to know why it was not made public at the time. 
Why were all these cabinet decisions unreported? Why are the Verve Energy annual reports wrong? They do not 
once mention the Vinalco Energy Trust. Let me point out that the only reason I found out about the Vinalco 
Energy Trust and asked questions about it in the other house is that I found it referred to in the documents filed 
with the Australian Securities and Investments Commission. Yet that organisation was never mentioned in the 
annual reports of Verve Energy. What is more, when I asked what was referred to by Verve as the Vinalco joint 
venture, which is another term used in the annual report, I was told that that is the Vinalco Energy Trust. It was 
never reported publicly by this government. It was hidden in the annual reports of Verve. The annual reports of 
Verve do not allow a proper examination of the value of each of its separate joint ventures; it has only the total 
amount. So it hid the losses in the underlying value of the Vinalco shambles by adding in the value of other joint 
ventures. It is a disgrace. It has deliberately acted to hide the truth. That is why we need an inquiry. There is only 
one reason that the Premier is not prepared to have a proper and open inquiry at which witnesses would give 
evidence and be subject to cross-examination, and that is that he wants to hide it and have the best man for the 
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job—the Public Sector Commissioner—do the report. I bet the Premier runs him out to do this inquiry. It will all 
be done in secret, nothing will ever be made public, a bunch of public servants and a couple of officials from 
Verve will take the fall, the board will get sacked and we will move on. The Premier did this. He lost the money. 
It is his fault. Stand up and accept responsibility. 

MR C.J. BARNETT (Cottesloe — Premier) [10.33 am]: When the Leader of the Opposition started his 
comments, he made repeated references that the government had refused to accept responsibility for this 
situation. I remind members opposite of yesterday’s debate. On three occasions yesterday I stated that the 
government accepts responsibility. 

Mr M. McGowan: Responsibility without consequence. 

Mr C.J. BARNETT: I am responding to the Leader of the Opposition’s comments. 

Several members interjected. 

The ACTING SPEAKER (Mr I.C. Blayney): Members! I saw to it that both the Leader of the Opposition and 
the member for Cannington were heard in silence. I would appreciate it if the Premier could be, too. 

Mr C.J. BARNETT: The point of the comments made by the Leader of the Opposition was that the Premier, the 
minister and the government had refused to accept responsibility. Only yesterday on three successive occasions I 
said that this government accepts responsibility for the agreements entered into. 

Mr J.R. Quigley interjected. 

Mr C.J. BARNETT: Excuse me. 

The ACTING SPEAKER: Member for Butler! I am having trouble hearing the Premier. 

Mr C.J. BARNETT: As I said, this government accepts responsibility for the agreements — 

Ms M.M. Quirk: Actions speak louder than words, Premier. 

Mr C.J. BARNETT: If we are to have this debate, I suggest that members listen. I will repeat for the third time: 
I made the comment that this government accepts responsibility for the agreements entered into. I also stated that 
we did not seek to blame the previous government. 

Mr W.J. Johnston: Of course, because you couldn’t! 

Mr C.J. BARNETT: We will conclude this debate unless members opposite take some time to listen. 

On the second occasion yesterday, I said at the beginning of my brief comments that the government accepts 
responsibility. On the third occasion, I said that we accept responsibility. 

Several members interjected. 

Mr C.J. BARNETT: Three times in the space of five minutes yesterday I made it very clear that the government 
accepts its ministerial and, if you like, cabinet responsibilities on this matter. 

Several members interjected. 

Mr C.J. BARNETT: The Leader of the Opposition started the whole debate on what was known and the point 
that we did not accept responsibility. Three times in about five minutes yesterday I said that we do accept 
responsibility, so the Leader of the Opposition’s whole premise is flawed. 

Several members interjected.  

The ACTING SPEAKER: Order, members! I would like to hear the Premier in silence. 

Mr C.J. BARNETT: The whole premise of the Leader of the Opposition’s comments was flawed from the start; 
however, we will go beyond that. He should not walk into this place and say that the government does not accept 
responsibility when only yesterday I said three times to his face from three metres away that I accept 
responsibility. 

Several members interjected. 

Mr C.J. BARNETT: Once again, they are foolish. Let us go on. 

Work was done to look into this, at least within the agency. The previous Labor minister can comment if he 
wishes to. I will not go back into that history, other than to say that after the explosion on Varanus Island, the 
state was shown to be extremely vulnerable to disruption in gas supply. Under the previous government, there 
was examination into recommissioning Muja A and B. That is a matter of fact. In the wake of the Varanus Island 
explosion and the massive disruption that that caused to the Western Australian economy, this government 
continued with some work that was started under the previous government, entered into contracts and went about 
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the refurbishment. What changed was the corrosion, and the Minister for Energy will speak about that. The 
corrosion presumably occurred when the station was idle; water was put on the plant and caused corrosion from 
the outside, not the inside, of the pipes. I think the error, if you like, or the bungle—it has been a bungled project; 
I do not deny that for a moment — 

Ms M.M. Quirk: There have been repeated bungles. 

Mr C.J. BARNETT: The member is so enlightening! 

Several members interjected. 

Mr C.J. BARNETT: It appears that at some stage when the plant was idle, water was put into the boilers, it got 
on the outside of the pipes and it corroded the pipes. Those pipes were covered in concrete and whatever else. 
However, I think anyone who looks at a project, admittedly in retrospect, would acknowledge that with a 
decision to proceed with a refurbishment of an old plant—it is an old plant built in the 1960s—there should have 
been a full inspection of all aspects of that operation. The generating equipment has been refurbished. It is 
regrettable; it was a mistake in the project not to have fully inspected the boiler and the pipes. That is without 
question. 

Mr W.J. Johnston: Not to fully inspect. 

Mr C.J. BARNETT: Yes; it was a mistake not to have fully inspected those pipes. An error was made. The 
government accepts responsibility at a ministerial level. I do not think I can say that the government accepts 
technical responsibility; we are not engineers. But we accept responsibility as ministers. There is also a 
responsibility on the agency to provide good and sound advice to government, and that was not forthcoming 
because the pipes were not inspected properly. Had they been inspected properly, that corrosion would have 
been identified earlier and maybe different decisions would have been made. That is not excusing it; that is 
saying what happened, and members opposite need to accept that. 

Where are we at today? The Muja AB station has accounted for 220 megawatts. There are four generating units, 
two in plant A and two in plant B. In plant B, units 3 and 4 have been refurbished and there was some corrosion 
but that has been dealt with; it was lesser. They are now used as mid-merit plants. They are not baseload plants 
and do not operate 24/7 but they come on during predictable morning and afternoon peaks. They are a mid-merit 
plant. Unlike what the opposition said yesterday, when those plants are required, they operate at full capacity and 
are generating a full capacity. 

Mr W.J. Johnston: That is not true. 

Mr C.J. BARNETT: I am sorry, but it is. 

Mr W.J. Johnston: It is not. 

Mr C.J. BARNETT: The member can argue that at another time. This is my time to speak. They are mid-merit 
plants and when they are required, they operate at full capacity. That is the truth. 

Units 1 and 2 are the ones in question. The government is yet to make a decision about whether we will continue 
with the refurbishment of them. The generating side is okay. Again, it is the corrosion in the 66-foot high pipes. 
After the refurbishment of what is an old power station, when in operation, units 3 and 4 at present are cleaner 
than what preceded it. It has not simply been rebuilt to the 1960s standard. It has baghouse filters and provides 
cleaner generation. 

Mr C.J. Tallentire: It is still old technology.  

Mr C.J. BARNETT: Coal-fired power stations are all old technology, my friend. 

These refurbished plants operate, as 3 and 4 are currently, at a cleaner level of emissions than their original 
design back in the 1960s. With this program, if it is completed, the plants, certainly 3 and 4, will operate for at 
least 15 years. There will be no impact on the price of electricity paid by consumers, and I will tell members 
why. There will be no increase in the electricity price because the electricity generated from units 3 and 4 is sold 
to private retailers. That is the reality. It is not sold into Western Power’s system. It goes through the wires but it 
is not through Synergy. The power generated from the refurbished units 3 and 4 is sold by a private retailer into 
the market, so there is no impact on Synergy prices. 

Mr M. McGowan: Who pays for the failure then? 

Mr C.J. BARNETT: It is also the case — 

Mr M. McGowan: No-one pays. 

Mrs M.H. Roberts: Never-never land. 
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Mr C.J. BARNETT: This is ridiculous. It is also the case — 

Mrs M.H. Roberts: How can no-one pay for your failure? 

Mr C.J. BARNETT: Did I say that? 

In spite of these serious problems and the increased costs, the project is actually still net present positive. It is 
actually still profitable, even if we proceed with that refurbishment, because the electricity is being sold at a 
profit to a private retailer. It is net present profitable at present. 

Mr W.J. Johnston: No, it isn’t. 

Mr C.J. BARNETT: I am sorry, but it is. The member for Cannington said yesterday that units 3 and 4 are not 
at capacity; 3 and 4 are at capacity. This electricity is not provided to Synergy; it goes through a private retailer. 
Mistakes have been made. It is a bungled project. But it is net present profitable. If these plants are completed, 
they will operate for 15 years and they will pay for the extra costs over that 15-year contract. That is the reality. I 
am not saying that nothing is wrong, but that is the reality. 

Several members interjected. 

The ACTING SPEAKER: Members! We have managed quite well but I would like to hear the Premier. 

Mr C.J. BARNETT: I repeat: units 3 and 4 are restored and operating more cleanly when required at full 
capacity. Units 1 and 2 can be restored to capacity. The government is yet to make a decision about whether to 
do that. This will not impact on the prices Synergy customers pay because Synergy does not take the power; it 
goes to a private retailer. Even with these cost increases, which are significant, the project is still net present 
positive and will pay for itself over the minimum 15 years of expected generation. Yes, it cost more than it 
should have and, yes, it was a bungled project in the way it has been put in place, but it will not cost electricity 
consumers through higher prices. That is the reality. 

Ms M.M. Quirk: That’s impossible. 

Mr C.J. BARNETT: The opposition says it is impossible. I am sorry, that is wrong and what the opposition 
claimed yesterday was wrong. We will deal with this issue. 

Several members interjected. 

The ACTING SPEAKER: Members! I am about to start calling members to order because I think the 
interjections are getting a bit loud. 

Mr C.J. BARNETT: We will deal with this issue as a government. We accept responsibility, as I said three 
times yesterday. In accepting responsibility, we will decide whether we proceed with the refurbishment of units 
1 and 2. We will go through all the contractual issues and sort it out as best we are able, but this will not cost 
electricity consumers higher tariffs. 

DR M.D. NAHAN (Riverton — Minister for Energy) [10.45 am]: I do not have too much more to add. We 
have covered this at length. I have just a couple of issues. First, the shadow spokesman for energy made an 
inaccurate claim yesterday that the total prospective liability for the loan was $400 million. 

Mr W.J. Johnston: That is what it says on the website. 

Dr M.D. NAHAN: I am not a financial expert and nor is the member for Cannington, but when a project-based 
loan was taken out under the Corporations Act that was in play at the time the loan was taken out, there was a 
requirement for state prospective liability. The rule is that is done two to three times the multiple of the amount 
of the loan that is taken out. The loan taken out was for $150 million, so it was multiplied two or three times for 
prospective liability. 
Mr W.J. Johnston: What does “prospective liability” mean? 
Dr M.D. NAHAN: I can read the member some advice. I cannot say that I understand it all. This is from a 
lawyer — 
Several members interjected. 
The ACTING SPEAKER: Members! 
Dr M.D. NAHAN: If members want me to read it out, be quiet. The advice is that when a company granted a 
charge which was subsequently registered on the Australian Securities and Investment Corporation, the 
maximum prospective liability of the charger—the debtor—under that charge could be, and more often than not 
was, stated as relevant in the registration ASIC form 309. Reasoning behind this was that priority rules with 
respect to charges registered under section 282 of the Corporations Act 2001 meant that if no such amount was 
specified, the priority of the payment to the registered party—the secured party—extended only to the amount of 
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the present liabilities rather than under other amounts, which otherwise would become payable prospective 
liabilities if any amount of prospective liabilities stated the priority to payment would extend to the maximum 
prospective liability. I am not a lawyer, but — 

Mr W.J. Johnston: What that means is that they were protecting the capitalised interest of the loan. So if the 
loan went into default, they were able to recover the interest as well. 

Dr M.D. NAHAN: No. Here is what I think it means: a project-based loan for $150 million was taken out and 
the banks, under the Corporations Act, wanted to say how much security overall the bank needed from both 
parties. They have to state what that is. Under the current Corporations (Western Australia) Act they do not, but 
under the old one they did. The standard rule of thumb was two to three times. The simple fact is that the loan 
was for $150 million—here is the deal; let us start. The mothballed Muja AB plant was owned by Verve. It 
wanted to make a decision in 2007, validly, about what to do with it—that is, to either close it down, sell it to 
someone else to operate or resuscitate it itself. That was the decision and it went out for interest. Inalco and 
Kempe Group of Companies came to Verve and put a proposal that they enter into a joint venture and that it be 
refurbished with new technology to last another 15 years. The deal was that Verve would contribute the plant. 
That plant was mothballed. If it had been torn down, costs would have been associated with demobilisation. It 
was a mothballed plant. What was its value? I do not know. It was not a huge amount as it stood. Inalco entered 
into the joint venture and Tempe agreed to a fixed-price resuscitation cost, which I have been reliably told was a 
fixed-price contract that it signed to refresh the plant, and it lost $30 million to $50 million on the deal—a lot of 
money.  

Tempe is in financial difficulty because of that third-generation plant. That was the deal and it was to be a 50–50 
arrangement. Verve put in an old plant that had been mothballed and Inalco took over responsibility and took out 
a loan of $150 million, which was guaranteed by Verve, and Tempe agreed to a fixed-price contract to 
resuscitate.  

Other than the blowouts with the boiler turbines, the project was on budget and on time—excuse me—was over 
cost and over budget and Tempe wore that burden. Tempe will likely — 

Mr M. McGowan: Kempe.  

Dr M.D. NAHAN: Kempe, excuse me. Kempe and Inalco wore the burden of that. By the way, it will probably 
exit this project with nothing. It had 50 per cent of the project; it will now probably exit with nothing.  

Mr B.S. Wyatt: They don’t want a bar of the facility, that’s why. Why don’t you give them the plant?  

Dr M.D. NAHAN: Does the member think this was good for the firm? 

That was the deal. Has it worked out well? The idea was that the cost to refresh the plant would be $100 million, 
and it was on track. The opposition spokesman, the member for Cannington, mentioned that I ticked off on 
another $5 million. I did because the project is not completed; we do not have final information on the timing or 
total cost of it. If we had not given the okay for additional funds, they would have demobilised the workers on 
the site; they would have stopped the assessment and we would not be able to answer the questions members 
opposite are asking.  

Mr F.M. Logan: Did you ask the engineering question? I bet you didn’t.  

Dr M.D. NAHAN: Engineers are expensive, member—and workforces are expensive. We did that because we 
want to get to the bottom of this. We have not made a final decision. We do not know what the final cost at 
completion date will be. There is no sense holding an inquiry until we have made the decisions, is there? Once 
we finalise the decision, we will disclose in full the decision and the process. 

Mr M. McGowan: What sort of inquiry? You just said an inquiry.  

Dr M.D. NAHAN: There will be a number of inquiries.  

Mr M. McGowan: What type of inquiries?  

Dr M.D. NAHAN: Let me finish. There will be a number of inquiries.  

Several members interjected.  

Dr M.D. NAHAN: But let us finish the project.  

Mr J.R. Quigley: We want it to be a select committee inquiry?  

Dr M.D. NAHAN: Let us finish the project. Members opposite want to have an inquiry before we make a 
decision. That is how members opposite act; that is not how we act.  
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As the Premier said, we are taking responsibility for this. This decision has not worked out well. But I might add, 
although we do not have final disclosure of the information, as the Premier said, even if we take into account all 
the cost, this is still some of the lowest cost-generating capacity in Verve’s fleet. When it was first started, it was 
going to be a very good project. A lot of cost has been loaded onto it that we did not expect, but it is still a valid 
and very good project. When we get the final costing, if it is not good, we will not go ahead with stages 1 and 2. 
Let us finish this project, make a decision on it and take it from there.  

MR M. McGOWAN (Rockingham — Leader of the Opposition) [10.53 am] — in reply: This was a motion 
to establish a select committee to undertake an inquiry into this matter. The Premier did not address that; he did 
not say a single word about an inquiry into this matter. All he said was, “We take responsibility”.  

Mr C.J. Barnett: We did.  

Mr M. McGOWAN: Responsibility without consequence is not responsibility, Premier. There is no 
consequence when he takes responsibility. The words “We take responsibility” are just mealy-mouthed words 
that mean nothing. In taking responsibility there needs to be a consequence for taking that responsibility. How 
can Hon Peter Collier lose nearly a billion dollars in his time as energy minister, including this $250 million, and 
get promoted. If that is the Premier’s sense of responsibility and consequence, heaven help the taxpayers of 
Western Australia, particularly if ministers see that as an example the member for Cottesloe sets as Premier of 
this state. He did not address the question. We will vote on whether a proper inquiry will be held into this matter. 
That is the question the Premier did not address in the slightest. That is what we want to see. We want answers to 
the questions we posed, and none of the questions we posed was answered. We want the Premier to release the 
engineering advice upon which he decided to enter into this contract. That is not an unreasonable demand. If the 
Premier is saying that he acted on the best advice and Verve provided him with the advice, he should release that 
advice so the public can see whether that is true. When the Premier went to the public at the start of this process 
in 2009 and said it would not cost the taxpayers of Western Australia a cent, that was not true.  

Mr C.J. Barnett: It was certainly true at the time.  

Several members interjected.  

Mr W.J. Johnston: When did it change? 

Mr C.J. Barnett: When the corrosion was discovered. 

Several members interjected. 

Mr M. McGOWAN: When the Premier makes an absolute statement that something will not cost the taxpayers 
a cent, how can a bit of rust in a 50-year-old plant suddenly make that earlier statement untrue? How is that 
possible? The Premier needs to release the engineering advice and the advice from Verve to the minister so that 
we and the public know whether he was telling the truth. Release it and this inquiry would allow for it to be 
released. If the Premier does not agree to this inquiry, he is being secretive and not accountable and this is a 
cover-up.  

As I have said twice already, this is an inquiry to which the government can appoint one of its members as chair. 
The government can control it. This is more than reasonable. That is what we are putting to the government here 
today, and that is what was not answered. I note, however—I want to draw attention to it—that in his answer the 
Minister for Energy said there would be inquiries into this matter. I think it is very important that we get to the 
bottom of it and that the Minister for Energy answer those questions. I expect the media will pose these 
questions to the minister. What inquiries will be held; will they be public inquiries; when will they be called; 
when will they be held; and when will the answers to those inquiries come out? The minister said inquiries 
would be held and I think the Premier can now, perhaps across the chamber, answer whether that is the case.  

Mr C.J. Barnett: If you were serious about this —  
Several members interjected.  
Mr M. McGOWAN: Will inquiries be held, as the Minister for Energy said?  
Mr C.J. Barnett: Members are interrupting. 
Mr M. McGOWAN: Premier, seriously. Will inquiries be held, as the Minister for Energy said?  
Mr C.J. Barnett: The government will look at what has happened. We will report on what has happened, but the 
first thing we will do is make a decision on whether the project proceeds. That is the immediate responsibility.  
Mr M. McGOWAN: In other words, when the Minister for Energy said inquiries will be held, that was not true; 
otherwise we would have an inquiry. The Premier would have said, “Yes, there will be an inquiry, it will call 
evidence and there will be a public accounting for what has gone on here.” When the Minister for Energy said 
there will be inquiries into this matter, that was not actually true.  
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Mr T.R. Buswell: You just made that up.  
Mr M. McGOWAN: If the Premier really wanted to hold an inquiry and to be open and accountable, he would 
agree with what we are proposing here today. The Premier said, “This does not cost any money whatsoever.”  

Point of Order 
Mr C.J. BARNETT: At no stage did I say, “This does not cost any money at all.”  
Several members interjected. 
Mr C.J. BARNETT: It is not proper parliamentary practice for a member to stand in this chamber and try to 
attribute things that were not said. 
Mrs M.H. ROBERTS: The Premier has no point of order; he is simply trying to re-enter the debate. He should 
be called upon to sit down.  
The ACTING SPEAKER (Mr I.C. Blayney): There is no point of order.   

Debate Resumed 
Mr M. McGOWAN: The Premier said there will be no impact on prices to consumers. If that is the case, who is 
paying?  
Mr C.J. Barnett: I just explained it to you. This electricity is actually sold to a private retailer.  
Mr M. McGOWAN: Verve has lost in the vicinity of $250 million, yet it is not costing anyone a cent! What is 
actually happening is that it is costing taxpayers; they have to pay. That is the reality of what is going on here. It 
is not magic. It is not some sort of amazing TARDIS that no-one has ever seen before whereby we can spend 
money—lose it—and no-one has to pay. There is a consequence; the taxpayers of Western Australia have to 
meet the liability caused by the government’s failure in this project. The only way to get to the bottom of this is 
to have a proper inquiry chaired by government members so that we can find out exactly what has gone on here. 
The fact the Premier will not agree to that means that he is unaccountable, he is not taking responsibility and 
there are no consequences when his ministers bungle, as they have done in this case.  

Division 
Question put and a division taken, the Acting Speaker (Mr I.C. Blayney) casting his vote with the noes, with the 
following result — 

Ayes (20) 
Ms L.L. Baker Mr D.J. Kelly Mr P. Papalia Mr C.J. Tallentire 
Dr A.D. Buti Mr F.M. Logan Mr J.R. Quigley Mr P.C. Tinley 
Mr R.H. Cook Mr M. McGowan Ms M.M. Quirk Mr P.B. Watson 
Ms J.M. Freeman Ms S.F. McGurk Mrs M.H. Roberts Mr B.S. Wyatt 
Mr W.J. Johnston Mr M.P. Murray Ms R. Saffioti Mr D.A. Templeman (Teller) 

Noes (36) 
Mr P. Abetz Ms M.J. Davies Mr C.D. Hatton Ms A.R. Mitchell 
Mr F.A. Alban Mr J.H.D. Day Mr A.P. Jacob Dr M.D. Nahan 
Mr C.J. Barnett Ms W.M. Duncan Dr G.G. Jacobs Mr D.C. Nalder 
Mr I.C. Blayney Ms E. Evangel Mr R.F. Johnson Mr J. Norberger 
Mr I.M. Britza Mr J.M. Francis Mr S.K. L’Estrange Mr D.T. Redman 
Mr T.R. Buswell Mrs G.J. Godfrey Mr R.S. Love Mr A.J. Simpson 
Mr G.M. Castrilli Mr B.J. Grylls Mr W.R. Marmion Mr M.H. Taylor 
Mr V.A. Catania Dr K.D. Hames Mr J.E. McGrath Mr T.K. Waldron 
Mr M.J. Cowper Mrs L.M. Harvey Mr P.T. Miles Mr A. Krsticevic (Teller) 

            

Pair 

 Ms J. Farrer Mr N.W. Morton 

Question thus negatived.  
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