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POWER GENERATION - ALBANY 
Motion 

DR G.G. JACOBS (Roe) [6.32 pm]:  I move - 

That this government develop infrastructure to allow power generation out of Albany to power proof 
the great southern region. 

I thank the house for the opportunity to speak to what I believe is an important motion.  It will need some 
development of a theme in order for members to understand where I am coming from.  Central to this issue is the 
advent of a very important high-grade iron ore project called the Southdown magnetite project.  It is a high-grade 
iron ore body that is located 90 kilometres north east of the port of Albany on the south coast of Western 
Australia.  It comprises three mining leases covering an area of 1 700 hectares on freehold farming property.  
The deposit and mining leases are in and around the town of Wellstead on the Jerramungup-Albany highway. 
The Southdown project has been some time evolving.  The evaluation of the Southdown magnetite deposit 
commenced in the mid-1980s with airborne and ground magnetic surveys outlining a magnetic anomaly over a 
very significant strike length of 13 kilometres.  Drilling commenced during 1986 and 1987 over the western two 
kilometres of the deposit, and delineated a resource reported at the time to contain 76 million tonnes of magnetite 
ore grading 37.4 per cent magnetite with a cut-off grade of 15 per cent.  This is a very high-grade iron ore body 
and a very significant find for this region.  Grange Resources is the leading developer of this mine, and it has 
committed to spend a significant amount over the next couple of years - $1.7 billion to $2 billion - on 
infrastructure to develop the mine.  There are also other developments that will bring this project to fruition. 

The pilot plant and concentrator were developed in September 2005, and production of Southdown concentrate 
commenced at a pilot plant in Perth.  This program was to treat 25 tonnes of Southdown drilling core and 
produce approximately nine tonnes of concentrate.  Outokumpu and Kobelco have been contracted to undertake 
test production in their laboratories in Germany and Japan respectively.  It was anticipated that the pilot plant 
would operate for about five to six weeks, and it has done so.  In October that year, 1.5 tonnes of concentrate 
was dispatched to a testing laboratory in Germany.  It was anticipated that the two tonnes required by Kobelco 
would be dispatched in November that year.  I will not refer to the metallurgical tests. 

Development of this project will require open-cut mining, and a proposed pipeline will transport the magnetite 
concentrate in slurry form from the Southdown site into the Albany port area, where it will be dewatered in a 
filter plant prior to stockpiling. 

Mr P.B. Watson:  And the water will be transported back. 

Dr G.G. JACOBS:  I thank the member for Albany.   

The pipeline alignment affects 55 different landowners including government agencies.  An independent 
valuation of most of the land affected by the pipeline has been completed and land valuation reports were 
finalised in December 2005.  Grange provided affected private landowners with a draft easement option - that is, 
where the line would go - and on receipt of the land valuation reports, Grange will make an offer of 
compensation to each affected landowner. 

Pipeline Systems Incorporated has been appointed to undertake a detailed pipeline design, and in principle no 
major impediments have been identified that will prevent the construction of the pipeline as planned.  Detailed 
pipeline engineering and costing works have been completed by Pipeline Systems Incorporated and are being 
incorporated into the overall project capital cost estimate. 

There is no doubt that this is a significant development on the south coast.  My involvement with it came about 
when the concept of supplying much-needed power to this project was first brought to my attention.  Significant 
amounts of power are involved.  Members such as I who have a non-engineering background will find that 
100 megawatts does not mean much to them, but I point out that the whole City of Albany on peak load will pull 
about 25 megawatts.  The power requirements for this project will be four times those of the City of Albany at 
peak load.  That places in context the power requirement for this project.  Apparently, the preferred option for 
supplying power to the Southdown project is a 300-kilometre high-voltage powerline on 42.5-metre towers 
running across country from Muja.  It was first brought to my attention by some landowners.  Landowners often 
feel aggrieved by the issue of easements and, understandably, no-one particularly wants high-voltage towers and 
powerlines running across his land.  Putting aside the NIMBY - not in my backyard - syndrome, there are some 
issues concerning the supply of 100 megawatts of power to this project via powerlines.  There are also some 
community concerns about not only the easements for the powerlines, but also - if members can understand the 
term - the vista.  The initial route planned for the powerline was to just clip the north east corner of the Stirling 
Range National Park.  I attended a public forum in Borden expressing community concern about the route for the 
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high-voltage powerline, and since then there have been some alterations in the route.  I believe that the present 
situation is that the powerline will run north of Borden and then cut back around to the Southdown project at 
Wellstead.  There were some concerns about not only the easements but also the vista, or the view, particularly 
given that the Stirling Range National Park is a popular tourist destination. 

There is also an issue in my mind about the other possible options for supplying such a significant amount of 
power to this project.  It could well be asked what the power is for, and it is essential to consider this because it 
is central to the motion.  The Grange web site states - 

Grange will require a reliable power supply for the concentrator, slurry pipeline pumps, mine site 
facilities, concentrate filtration plant at Albany, Albany material handling facilities, and return waterline 
pumps. 

Mr R.C. Kucera:  Is it exporting the pure ore or the finished product? 

Dr G.G. JACOBS:  I will deal with that later, if I get the time, but the company is actually exporting a 
concentrate to Malaysia, where it will be value added to produce iron pellets.  

Mr R.C. Kucera:  So the power is not for value adding, as at Kemerton?  

Dr G.G. JACOBS:  No, it is not.  That may seem unfortunate, and value adding is always a very important 
concept, particularly in Western Australia, where we dig big holes and put the material on ships, and then 
someone else adds value to it.  The web site continues -  

Western Power Networks have completed a study to evaluate the optimum transmission line for the 
supply of electricity to the Southdown mine and concentrator.  A new 220kV transmission line from 
Muja to Kojonup and then to Southdown is proposed.  

Grange has contracted Western Power Networks to obtain the easement for this power line and work is 
proceeding.  In December 2005 an aerial survey of the proposed alignment was completed to allow 
detailed transmission line design work and capital estimation to occur.  Negotiations between Grange 
and Western Power Networks in respect to the commercial arrangements associated with the 
construction of the transmission line are on-going. 

My part of the debate is in this “on-going”.  Hopefully, in the “on-going”, it is not too late to perhaps think 
outside the square a little.  The web site continues -  

The Southdown Project will be classed as a contestable customer so Grange will be able to negotiate 
electricity supply terms and price from market participants. A formal tender process for the provision of 
power to Southdown will be undertaken once final power requirements are determined. 

The reference to final power requirements is interesting, because when I first got involved in doing some 
homework on this issue, the power requirements were estimated to be 150 megawatts.  Then they were reduced 
to 125, and the most recent estimate is 100 megawatts.  How will the supply of power to this project be best 
achieved for the mining operation, both when the mine is operating and when the mine is gone?  There are very 
good predictions that this mine will be around and operational for a least 25 years.  It is very similar to the 
Ravensthorpe nickel project, another $2 billion investment by BHP-Billiton.  The life of the mine is said to be 
25 years, but most people in the industry say that it will probably be a lot longer than that, because there are 
associated ore bodies that could extend the life of the mine.  The 25-year life is probably a very conservative 
estimate.  Is the construction of a high-voltage powerline 300 kilometres across country to supply this project, 
understanding that no part of the region will be able to access power along the route, the most appropriate 
option?  The towns that I represent, such as Borden, Gnowangerup and Jerramungup, have had significant 
problems with not only the reliability of the power supply from the south west interconnected system, but also 
capacity.  They have had low capacity of power and significant problems with reliability.  Now this very large 
high-voltage powerline will go past those areas, but there will be no way they can access it.   
I understand the practicalities and the affordability of this.  A power substation would be required to downsize a 
240-volt line to a 220 or 240-kilovolt line for domestic power supply, and substations are very expensive.  For 
this situation, the substation could cost in the vicinity of $10 million.  It is difficult to justify purchasing a 
substation to supply the small towns that I represent.  I understand that their needs are important, but the 
numbers do not stack up.  I have heard the Minister for Resources and Assisting the Minister for State 
Development, Mr Bowler, say that that is the most cost-effective way to do it.  I began thinking outside the 
square and, having consideration for the region, I am not sure that it is the best way to do it.  There is a need to 
power proof the region.  I toyed with the concept of gas.  My train of thought is something like this: there is an 
abundance of gas from the North West Shelf, and the Dampier to Bunbury pipeline could be used.  We must 
consider that not so long ago the easements for a pipeline from Bunbury to Albany were concluded.  We have 
talked about a proposal to extend the Dampier to Bunbury pipeline and to build a gas turbine base-load power 
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station in Albany.  That could then be back-lined to the Southdown project of Grange Resources Ltd, and could 
supply the region’s needs.  Any possible pilot project that might pop up its head in the great southern and lower 
great southern region could use it.  That would also have the capacity, without the need for long lead lines, to 
supply the small towns that have had no capacity or reliability of power supply.  The ballpark costs show that 
Grange Resources Ltd has put up $250 million to build a 300-kilometre high-voltage powerline from Muja to 
Wellstead.  That figure has increased recently.  When I started my involvement with this project, it was costed at 
$200 million.  I believe that my information is accurate.  Grange would be required to contribute $250 million to 
build the powerline.  One must reflect on whether it is the best use of $250 million to provide an advantage for 
not only the Grange project, the region and the small towns in the region, but also any other projects that might 
arise. 

Mr P.B. Watson:  If you have a gas pipeline, it is just as difficult to get the outlets.  None of the little towns 
along the route of the Bunbury to Dampier pipeline have gas pipes running off them.  The Grange project was 
considered much more expensive.  The gas option could not compete.  Alinta pulled out because it could not 
compete with Western Power. 
Dr G.G. JACOBS:  I thank the member for that interjection.  I will talk about some of the possible gas 
requirements for this proposal.  How much gas would be needed to supply a 100-megawatt power plant?  What 
are the costs of generating electricity from gas versus a coal-fired power station?  We must consider the cost of a 
coal-fired base-load power station in Collie.  Presumably there is not in excess of 100 megawatts of power.  
Consideration would have to be given to the $250 million outlay that would be necessary to build the 
infrastructure for the powerline that would require a base-load power plant to generate 100 megawatts of power.  
The question is whether the 100-megawatt coal-fired power station in Muja should be substituted with a 100-
megawatt gas-fired power station in Albany at the end of the pipeline.  To do that, apples must be compared with 
apples.  We know that we have a very big customer, the type of which does not come along very often.  It is very 
important to have a big customer in the marketplace to make these projects affordable and viable.  We have a big 
customer and the opportunity.  Perhaps with some lateral thinking we can think outside the quickest and most 
obvious way of doing this. 

Although gas is not pristine, it is cleaner and greener than coal. 

Mr F.M. Logan:  I will not be able to speak on this debate tonight unless I interject for two seconds.  I 
understand where the member is going with this.  The cost of a transmission line from Muja to Grange 
Resources is approximately $250 million, of which a proportion will be paid by the company and a proportion by 
the government. 

Dr G.G. JACOBS:  I was told that the $250 million was the total contribution to the project by Grange. 

Mr F.M. Logan:  No.  The $250 million is the total cost of the transmission line. 

Dr G.G. JACOBS:  How much will Grange contribute? 

Mr F.M. Logan:  That will be worked out by a formula that applies to each user of new transmission lines that 
must be provided by Western Power.  Grange would be paying a proportion of that $250 million, which means 
that the state government would pay a smaller proportion - not a tiny proportion.  That is all that the state 
government would have to put in.  If we were to go to an alternative proposal, such as building a pipeline to 
Albany, the Dampier to Bunbury pipeline operators would say there was no economic reason to build it.  
Therefore, the state government would have to pay for it.  That would require a 100-megawatt gas-fired power 
station at Albany, transmission lines to Grange, and substations and transformers to reduce the power down to 
132 kilovolts or to be reticulated to the areas the member is talking about.  That would cost the state hundreds of 
millions of dollars versus a private coal-fired power station at Muja, which is Bluewaters 1 or 2, and a 
transmission line of 220 kilovolts to Grange Resources, of which the major proportion is picked up by the 
company.  What are we asking taxpayers to do? 

Dr G.G. JACOBS:  I will probably run out of time.  I need to talk about my research into the costs, and compare 
apples with apples.  We must think about the region, the environment and Western Australia. 

Mr F.M. Logan:  You must also think about the number of customers.  They are not there.  You must think 
about the economics. 

Dr G.G. JACOBS:  How much gas is needed for a 100-megawatt per hour power station?  It would use 
25 terajoules a day, which costs $5 000 a terajoule.  That is $125 000 a day to run a gas-fired power station, or 
$52 per megawatt hour.  We can compare that with coal.  Most people in the industry and engineers know that 
we are looking at running a coal-fired power station at $33 a megawatt hour.  There is an obvious premium for 
using gas. 

Debate adjourned, pursuant to standing orders. 
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House adjourned at 7.00 pm 
__________ 

 


