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MUJA POWER STATION — REFURBISHMENT — KPMG REPORT 

Statement by Minister for Energy 

DR M.D. NAHAN (Riverton — Minister for Energy) [9.07 am]: I rise to update the house on the status of the 
Muja AB power station refurbishment in Collie. On 12 September 2013, following the completion of an 
independent verification of the project, I informed the house of the state government’s decision to continue with 
the refurbishment of the project through to completion. Today I table a report completed by KPMG entitled 
“Post completion review of the Muja AB Project” and dated 6 April 2014. The report was commissioned by 
Synergy to provide analysis of the overall project cost and a stand-alone valuation of the project. The KPMG 
report found that all Muja AB units have been successfully completed and are now operational. Units 3 and 4 
were certified by the Independent Market Operator in early 2013, while units 1 and 2 were certified in February 
and January of this year respectively. Despite substantial project deadline overruns, completion occurred in 
February, a month ahead of the September 2013 revised schedule.  

The KPMG report found that the actual cost of the refurbishment was $308.4 million—$27.6 million less than 
the revised budget approved in September last year. This includes $150 million in project finance and net costs 
of approximately $158 million contributed by Synergy. The KPMG report also includes a stand-alone project 
valuation. It is important to note that KPMG’s valuation excludes benefits available to Synergy and therefore 
does not represent the overall project value to Synergy that will accrue over the lifetime of the project. These 
benefits arise from recovery of fixed costs and portfolio optimisation, and always have been a part of Synergy’s 
Muja AB business case. 

The KPMG report states that the project could have a net present value of up to $132 million after paying the 
remaining balance of the $150 million loan, based on a 15-year lifetime. The recovery of fixed costs and the 
portfolio optimisation benefits to Synergy associated with the return to service of Muja AB have a net present 
value of $49 million over the life of the project. The sum of these valuations means that Synergy expects to 
recover $181 million over the 15-year time horizon. This will cover all expenditure associated with the project 
and result in a net profit of $23 million to Synergy. 

Muja AB’s value as a strategic asset to the state’s electricity network has already played a significant role in 
reinforcing system security, particularly to homes and businesses in the great southern. Although I am acutely 
aware that the development of this project has had significant issues, I am confident that the state government 
has taken the difficult but correct decision to bring Muja AB back on line and that the project will ultimately 
prove profitable over its service life. 

[See papers 1523 and 1524.] 
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