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MUJA AB — REFURBISHMENT 
Statement by Minister for Energy — Response 

MR W.J. JOHNSTON (Cannington) [3.50 pm]: I rise, under standing order 150(2)(a), as the member deputed 
to speak in reply to the ministerial statement made by the Minister for Energy. Where are the comments of the 
Treasurer? Where is the Treasury advice? Where is the business case? Where are the documents relating to this 
scandal? Eight pages from a minister to excuse himself and Hon Peter Collier of any involvement or any blame 
in this matter is not a report to Parliament. The statements by the Minister for Energy this morning are nothing 
but a whitewash—an attempt to airbrush away the involvement of the Premier and Hon Peter Collier. 

There are many, many questions that are not answered. For example, why was a $2 company called Inalco 
Energy Pty Ltd chosen to be the partner in this project? What made it the best option to go forward with this 
arrangement? The arrangement is constantly referred to as a joint venture. It was never a joint venture. It was a 
$2 shelf company limited by shares. That means that we could never go behind what occurred in the company 
Vinalco to get at what was said to be a private sector partner. That meant that when things went wrong, the only 
people with skin in the game were the taxpayers of Western Australia. That is why we suffered. The reason that 
we suffered so very badly is that there was a guarantee of a loan for $150 million to this $2 shelf company called 
Vinalco. That $150 million guarantee has not been reported in the budget of Western Australia that we can see, 
and my understanding is that the answer by the Treasurer in question time today is that it has not been reported. 
We cannot find it in the annual reports of Verve Energy, and the minister did not address that question in 
question time today when we asked him about that issue. Why was that $150 million guarantee entered into? We 
do not know, and we cannot know by looking at the documentation presented. Six loose, typed pages are all we 
have. Indeed, when we read the comments, we can see a stark gap in that there is no comment between 31 March 
2009 and April 2010. That is an important gap, because in May 2009 the Premier announced that this project 
would go ahead without any taxpayer funding. Never did the Premier say that in fact taxpayers would be risking 
everything and that the private sector investor would have only $80 000 invested in the project. How is it that a 
private company could get a 50–50 joint venture with the government of Western Australia for only $80 000 
while there is a $150 million guarantee provided by the taxpayers of Western Australia? That is a scandal and it 
has not been addressed even in the vaguest terms in the presentation from the minister. 

In the speech read by the Minister for Energy he said that technical, commercial and legal due diligence was 
undertaken. Who did those things? Who did the technical due diligence? Who did the commercial due diligence? 
Who did the legal due diligence? Where are those documents? In question time and in the debate earlier this 
afternoon, the Treasurer said, “Oh well, the business case for the Office of Shared Services said this, and this 
was the final outcome.” We were never capable of doing that in this scandal, because the government hid 
everything about this project. From the time the Premier made the announcement on 11 May 2009 that the 
project would be done entirely funded by the private sector to today, we still do not have any of those documents 
presented to us. The Treasurer can rail at the Office of Shared Services, but it is an extraordinary position when 
the best the Treasurer can do is to say, “This project was messed up, so forgive us this project.” I make the point 
about the Office of Shared Services, not that it is directly related to this, that over half the expenditure of the 
Office of Shared Services was by the Barnett government. So, let us not go down that trail. 

Mr C.J. Barnett interjected. 

Mr W.J. JOHNSTON: The document I have here with me states that there is $150 million of private sector 
finance. That is not true. That is a clearly misleading statement. If the minister knows the truth, the only 
conclusion that can be drawn is that it is a lie. If he does not know, then he should have known. That 
$150 million was 100 per cent guaranteed by the public sector; therefore, it was not private finance. It is true that 
it was lent to them — 

Withdrawal of Remark 
The ACTING SPEAKER (Ms L.L. Baker): Member, you just need to retract, I think. It was pretty close to 
calling someone in the house a liar. 
Mr W.J. JOHNSTON: I withdraw. 
The ACTING SPEAKER: Thank you. 

Debate Resumed 
Mr W.J. JOHNSTON: There was never any issue that it was private sector money; $80 000 was the private 
sector money in that project. The fact that Verve went behind the Western Australian Treasury Corporation and 
borrowed the money directly from the ANZ Bank, which is exactly what happened, is not saying that it was 
private finance. That says that the money was raised improperly by Verve. This is a fresh scandal. Not once has 
the Premier at any time in the period since 11 May 2009 stood and said that what he and the Minister for Energy 
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describe as private sector finance was in fact 100 per cent guaranteed by the taxpayers of Western Australia. Not 
one cent of private sector money was at risk in that loan—not one cent. How can it be that a minister comes into 
this chamber and says that that $150 million, 100 per cent guaranteed by the taxpayers of this state, was private 
sector finance? That is not honest. That is not open. That is not transparent.  

It is interesting to note that this document I have also says that there was an offtake agreement with the private 
buyer. It does not point out that the private buyer had no risk in that, because when Vinalco could not deliver 
energy out of Muja, it purchased energy from another supplier and sold it on to the offtake provider. I make the 
observation that we recently dealt with the Canning Basin bill to facilitate Buru Energy’s project in the 
Kimberley. Buru Energy has an offtake agreement with Alcoa. Alcoa has paid them money. Alcoa has a risk 
involved in whether Buru Energy can deliver that project. The private sector purchaser of energy here had no 
risk. There was no risk at all. Vinalco bought the energy that the private provider needed from a third party. 
There was no risk for the private sector purchaser. So, there is no risk on the 50 per cent joint venturer and there 
is no risk on the private purchaser. 

Further on, on page 4 of this document, the minister says that the then minister was requested in 2010 to approve 
an investment in Muja AB that was forecast to turn an $18 million loss into a project that had a forecast profit of 
$243 million. I make the point that it was not an $18 million; that was the written down asset value of Muja AB. 
That was not a loss. That plant had been worked for 45 years. That was its written down value. It was not turning 
a loss into a profit. Those two issues are totally and utterly unrelated to each other, and I cannot believe the 
minister did not understand that. He went on to say that there was a prospective 27 per cent return. That was a 
27 per cent return over 15 years. If we work that out, it is less than two per cent a year return. That is lower than 
the borrowing costs. It means that the entity that was going to make more money out of this project was the ANZ 
Bank. It was set to make the money because it had no risk at all. It was charging interest to Vinalco. The 100 per 
cent of its loan and the interest was guaranteed by the taxpayers. 

The Minister for Energy then said that the former Minister for Energy made the right decision. The minister 
made the right decision? How can the government come to us today when we all know that this has been a 
complete shambles and still tell us that it made the right decision?  

The Premier says he will take responsibility. If he is doing that, why are we told that it was the right decision? 
There was inadequate preparation every step of the way. I make the point that $80 000 bought 50 per cent of the 
joint venture. In August 2012, the Minister for Energy approved another $23 million of capital injection into the 
joint venture and said that this was entirely appropriate. If it was entirely appropriate, why was it done in secret? 
In reference to the injection of capital, the Minister for Energy said that this resulted in Verve increasing its share 
of the joint venture to 66 per cent.   

That means it had a 16 per cent increase in its ownership of the joint venture for $23 million. Members can work 
it out; it means that the value that was prescribed to the remaining 34 per cent of the project by Verve Energy 
was $24 million. On 30 August 2012, Verve believed that Inalco, the other shareholder, had a $24 million 
benefit from that project when it had only ever invested $80 000. How can that be the case? The minister 
continued on about the poor decision making and the complete cavalier attitude to taxpayers’ money that ensued. 
Why did that happen? Because we were in the lead-up to the election. The government was on the hook for 
hundreds of millions of dollars—a $150 million loan that this government has never admitted to the people of 
Western Australia. It was so proud of it that it hid everything about it. If it had allowed the project to stall at that 
time, the Premier would not have been allowed to go to Collie in February 2013 and say what a great project it 
was, and to attack the opposition for criticising the Muja AB project, which is exactly what happened. The 
Premier said he was proudly walking the streets of Collie because he had invested in the Muja project. This is a 
scandal. The minister in reference to units 3 and 4 also says in his statement that they have been operating well 
with usual bedding-in issues.   
That is interesting because in answer to questions in the other house the minister said that those two units have 
produced at only 63 per cent capacity.   
Mr C.J. Barnett: Because they are mid-merit plants.   
Mr W.J. JOHNSTON: They are being used and only producing at 63 per cent capacity. That is the answer the 
Premier gave. If he wants to change the answer, he should go back and change the answer; he cannot say two 
different things. The statement on page 7 says that Vinalco has been unable to pay Verve for these costs.   
What the minister has not told us is that to do the work on the boilers it used an existing maintenance operation 
and maintenance contract that Verve had with WorleyParsons for the remainder of the Muja facility. That is not 
in this document—another piece of hidden information. It was not that Vinalco had been unable to pay Verve 
these costs; it was that Verve was absorbing the costs directly into its bottom line. The Premier also said that the 
Muja AB cash flow was positive at the time. If it was so cash flow positive, why was it not paying its bills? Why 
could it not pay Verve for the work done by WorleyParsons under the operations and maintenance contract? 
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They then say that over 15 years—the life of the project—it will make a $15 million profit. That figure of over 
15 years is a rounding error. That $15 million profit will disappear and it will never make a profit. It is such a 
slim profit that it is irrelevant, and it is an embarrassment that the Premier would try to argue in this place that 
somehow or other that justifies the investment. If it justifies the investment, the Premier and the Minister for 
Energy should put the spreadsheet on the table right now. They have been asked for it by the media in this state 
and neither of them will fess up and tell the truth on this matter. Neither of them will put a piece of paper on the 
table and say how they calculated that figure, because we all know that they are relying on the people who got 
them into this mess. They keep coming into this place and relying on those people.   
On page 8 of this document the minister states that it will, however, be necessary to secure the safety of the site 
and exit Inalco from the project. 
[Member’s time expired.] 
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