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Western Power — 

Ms L.L. Baker, Chairman. 

Mr J.H.D. Day, Minister for Planning representing the Minister for Energy. 

Mr P. Italiano, Acting Chief Executive Officer. 

Mr M.G. de Laeter, General Manager, Networks. 

Mr S. Hart, Chief Financial Officer. 

Ms A. Nolan, Director General, Department of Finance. 

The CHAIRMAN: This estimates committee will be reported by Hansard staff. The daily proof Hansard will be 

published at 9.00 am tomorrow.  

Members may raise questions about matters relating to the operations and budget of the off-budget authority. 

Off-budget authority officers are recognised as ministerial advisers. It is the intention of the Chair to ensure that 

as many questions as possible are asked and answered and that both questions and answers are short and to the 

point. The minister may agree to provide supplementary information to the committee, rather than asking that the 

question be put on notice for the next sitting week. I ask the minister to clearly indicate what supplementary 

information he agrees to provide and I will then allocate a reference number. If supplementary information is to 

be provided, I seek the minister’s cooperation in ensuring that it is delivered to the committee clerk by Friday,  

8 June 2012. I caution members that if a minister asks that a matter be put on notice, it is up to the member to 

lodge the question on notice with the Clerk’s office. 

I now ask the minister to introduce his advisers to the committee. 

[Witnesses introduced.] 

The CHAIRMAN: The member for Cannington has a question.  

Mr W.J. JOHNSTON: What is Western Power’s estimated actual expenditure on fringe benefits tax for 2011–

12? How much of this was for entertainment? How much was the underlying expenditure that attracted the 

entertainment FBT, and what are the details of this expenditure? 

Mr J.H.D. DAY: I am advised that this question has been asked in the Legislative Council as a question on 

notice and the information is being provided through that means. 

Mr W.J. JOHNSTON: I am not sure whether that is true, because the question in the upper house, if it is the 

one asked by Hon Kate Doust, was about 2010–11, which was a follow-up question to a question that I asked 

about 2010–11 in the other chamber. I am asking: what is the estimated actual for the 2011–12 financial year? 

Mr J.H.D. DAY: I am advised that an estimate can be provided through supplementary information, so I am 

happy to do that. 

The CHAIRMAN: Minister, can we just have a restatement of what it is you will provide? 

Mr J.H.D. DAY: I understand it is the expected amount of fringe benefits tax payable by Western Power in 

2011–12. 

Mr W.J. JOHNSTON: How much of this was for entertainment? How much was the underlying expenditure 

that attracted the entertainment FBT, and what are the details of this expenditure? 

[Supplementary Information No B57.] 

Ms R. SAFFIOTI: I refer to ―New Works‖ on page 599 and the $15 million allocated for the Perth Waterfront 

works. What do those new works involve? To the minister—rather than through the minister, given he knows so 

much about the project—does the $440 million figure include that $15 million? 

Mr J.H.D. DAY: What line is the $440 million? 

Ms R. SAFFIOTI: That $440 million is the cost of the Perth Waterfront. 

The CHAIRMAN: I think the minister wants the line item. 

Mr W.J. JOHNSTON: The line item ―Perth Waterfront Works‖ is on page 599. 

Ms R. SAFFIOTI: It is $15 million. 

Mr J.H.D. DAY: In relation to the Perth Waterfront project, now known as Elizabeth Quay, the $440 million is 

the gross expected cost of the public works; by the way, the net cost will be a lot less than that, following land 

sales. I suspect that the $15 million is an additional investment by Western Power. It is related to upgrading the 
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network to provide for the increased number of buildings that will be constructed largely around that site. My 

recollection is that that sort of work would be necessary with increased development in the Perth CBD, whether 

it was around the waterfront or in some other location in that vicinity, but we can provide that by way of 

supplementary information. It must be an additional amount to that which has been allocated from the 

consolidated account. I should make it clear that this is an investment that Western Power effectively would 

recoup through the transmission charges it imposes for electricity transmission. 

Ms R. SAFFIOTI: For the computer-animated buildings! Can I get some more detail of exactly what that 

$15 million involves? Does that involve relocation of infrastructure or is it basically enhancing the existing 

infrastructure for what the minister described as greater use and more demand? I suspect that it would involve 

some relocation. 

Mr E.S. RIPPER: Will the inlet be cutting some major cable, for example? 

Mr J.H.D. DAY: It would be if the major cables were not being relocated. Part of the forward works contract, 

which is currently underway, is to relocate major services, including electricity services, on the site. I am sure 

that I am right in saying that would be a separate part of the project compared with this investment by Western 

Power, which would be to provide new infrastructure and upgrading of capacity in the area. 

Ms R. SAFFIOTI: Sure, but can we have some more detail? It is not a tricky question; I just want some detail of 

what works that involves. 

Mr J.H.D. DAY: It is probably for the construction of a new substation or construction of additional 

transformers. I ask Mr de Laeter to elaborate. 

Mr M.G. de Laeter: I am very happy to provide the additional information through supplementary information. 

I anticipate, as the minister said, that it is likely to provide additional capacity to supply the forecast increased 

load in that area. 

Mr J.H.D. DAY: Bearing in mind that there will be commercial, retail and residential development in the area, 

which will provide — 

Ms R. SAFFIOTI: We have seen the diagrams; we know that. 

Mr J.H.D. DAY: The member would be familiar with some diagrams put out when the government of which 

she was a senior officer — 

Ms R. SAFFIOTI: Frankly, it is very similar! The current government just changed the shape of the island. I 

quite liked ―Swan Island‖. 

Mr J.H.D. DAY: It is interesting the member says that, given the opposition’s current attitude to the project. 

However, there is need for additional floor space in the Perth CBD, wherever it is provided. That is clearly the 

case; there are low vacancy rates at the moment. To provide that additional floor space, it is necessary to upgrade 

infrastructure. Therefore, this investment would have been necessary whether this project was happening or 

development was occurring elsewhere in the CBD, I am sure. 

Ms R. SAFFIOTI: I do not think the minister is right. 

Mr E.S. RIPPER: Will the minister outline all the different ways to extract extra revenue from Western Power 

that this government has developed in its four years, almost? I can think of four ways and the minister might 

want to tell me whether there are any others that the government has. The four ways that I can think of are the 

increase in the dividend payout ratio, the two rounds of efficiency dividends and the increase in the guarantee 

charge for borrowing through the Treasury Corporation. Are there any other hidden ways in which the 

government is extracting additional revenue from Western Power, which he might like to inform the Parliament 

about? 

[7.10 pm] 

Mr J.H.D. DAY: Given the member for Belmont’s experience with Western Power and in the energy portfolio, I 

am sure he is very well informed. I cannot say I have any particular additional suggestions as to how revenue 

might be extracted out of Western Power, but I will ask Mr Italiano to make a general comment on the issue. 

Mr P. Italiano: I would like to make any specific comments subject to further information or supplementary. 

We are aware there is an additional charge on borrowings coming up for next year. That is the only one I am 

aware of in my tenure. 

Mr E.S. RIPPER: Which is a very short tenure. 

Mr P. Italiano: It is.  
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Mr W.J. JOHNSTON: What is the increase in the borrowing charge from Western Australian Treasury 

Corporation from 0.2 to 0.7 per cent going to cost Western Power in 2012-13 and the three out years? 

Mr S. Hart: Approximately $30 million. Obviously, that is dependent on our borrowings at any point in time, 

but it is around that figure. 

Mr W.J. JOHNSTON: Is that $30 million a year? 

Mr S. Hart: Yes, $30 million per annum.  

Dr M.D. NAHAN: On page 599 of budget paper No 2 there is an expenditure item for poles over this coming 

year and the forward estimates of about $863 million. That is a lot of poles. Why, all of a sudden, does Western 

Power have to spend this amount of money on poles, and what is it doing with all those poles?  

Mr J.H.D. DAY: The cost of maintaining and upgrading the transmission network is substantial, and it is a 

major component of the reason we all have to pay higher electricity tariffs. In 2012-13, Western Power is 

expected to reinforce nearly 46 000 poles and replace 17 000 poles. That is a significant increase on the rate a 

few years ago. In 2006-07, Western Power was authorised to expend only sufficient funding to replace and 

reinforce 5 440 poles. So there has been a substantial increase from 5 440 up to a total of about 63 000 poles, as 

it will be in the next financial year. That is a $187.2 million investment. A lot of the network was built and 

expanded in the 1960s. 

Mr M.G. de Laeter: And 1970s. 

Mr J.H.D. DAY: And 70s, and it, unfortunately, needs to be replaced to maintain security of supply and ensure 

safety. There is obviously a balance that needs to be struck between the cost of all this replacement and 

upgrading the system on the one hand—therefore, the cost to consumers—and the risk of either lack of supply or 

safety problems, possibilities of bushfires and all that sort of thing on the other hand. It is quite a difficult 

balancing act. A substantial investment is being made and it will have quite a significant impact, from my 

recollection, on the overall state debt level. I will ask Mr de Laeter to add a bit more information about the pole 

replacement program. 

Mr M.G. de Laeter: All that information was absolutely correct. We are planning to reinforce at least 45 000 

poles per annum thereafter, and to steadily increase the number of poles replaced. The total expenditure forecast 

for the next five years for our new access arrangement period will amount to over $1 billion—provided funding 

is allocated.  

Dr M.D. NAHAN: Where are the poles coming from? Are they jarrah poles or is Western Power going to 

import poles, or are they concrete ones? 

Mr M.G. de Laeter: The majority of the poles we use are pine poles from Western Australian plantations. We 

do import a small number of hardwood poles, and we are also looking at an alternative supply at the moment 

from South Australia—also pine poles.  

Mr W.J. JOHNSTON: I have a further question, but that answer elicited an interest in a further question. 

Mr de Laeter said Western Power imports a small number of hardwood poles; where do they come from? 

Mr M.G. de Laeter: From New South Wales, I believe. I am happy to check that for sure, but I believe they are 

from New South Wales. 

Mr W.J. JOHNSTON: So the word ―import‖ was not in its — 

Mr J.H.D. DAY: Import to the state. 

Mr M.G. de Laeter: Import to the state, yes. 

Mr W.J. JOHNSTON: I have a further question on this issue. Last year, Western Power put out a media release 

that said that the network had reached the end of its useful and safe life. Is that still Western Power’s view of its 

overhead infrastructure; and, if it is, is this going to make it safe and useful again or do we have to have 10 years 

of investment to get it safe and useful again? What is the position that Western Power takes on that issue?  

Mr J.H.D. DAY: I will ask Mr Italiano to comment initially. 

Mr P. Italiano: I thank the member for the question.  

Like all infrastructure assets, they deteriorate over time. Western Power’s responsibility is to address that rate of 

deterioration and invest in the asset base to meet the needs of the community. Our goal is to defer expenditure on 

the network until it is absolutely necessary so that we can minimise the cost impact on the community and 

maintain an acceptable service standard. I think ―nearing the end of its useful life‖ probably refers to some 

elements of the network that were put in years ago; there are newer elements to the network. It is not a comment 

on the network in total.  
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Mr W.J. JOHNSTON: What percentage of the network is beyond its safe and useful life, and what percentage 

of the network is still useful? 

Mr J.H.D. DAY: It would seem to me that all the network is still useful, and I think Western Power works pretty 

hard to try to ensure that all of it is safe—we can never absolutely guarantee these things of course. But the 

reason a substantial investment is now being made at great expense is to upgrade the system and to ensure that it 

is going to be both safe and secure in the long term.  

Mr W.J. JOHNSTON: If Western Power’s view in September last year was that it had reached the end of its 

safe and useful life, is there an answer to which bits? How do we know which bits are safe and useful and which 

bits are not safe and useful? 

Mr P. Italiano: In a perfect world we would be able to identify specific elements of the network, but it is a large 

and complex network and it is difficult to identify individual assets that are nearing the end of their safe and 

useful life, as the member specified. We work very diligently on identifying the assets that need to be maintained 

or replaced, and we identify those to the best of our ability to invest in them. Further detail could be provided—I 

imagine it would be quite detailed—but Mark de Laeter might be able to give some information on the network. 

Mr M.G. de Laeter: I would just add that I think the statement ―reached the end of its useful life‖ is probably 

not as accurate as ―reaching‖. The network is ageing, of course—it is every day—and certain elements are old. 

Our intent is to identify those poles, based on age and condition, that need to be replaced before they fail. That is 

our goal—not too early and certainly not too late. It is not just poles, but other aspects of the network.  

The CHAIRMAN: The member for Cannington actually had the next call. Is that okay or is there a further 

question, member for Belmont?  

[7.20 pm] 

Mr E.S. RIPPER: Can the minister provide some comment on the contrast, if there is any, between the outcome 

of the access arrangement with regard to the level of efficient investment in the network, and the actual amount 

that Western Power has been permitted to invest through the budget process? I think we have a draft access 

arrangement; the minister would be expecting, under the Economic Regulation Authority’s decision, to invest a 

certain amount in the network. Has the minister been permitted, through the budget process, to reach the level of 

investment that the ERA has specified? 

Mr J.H.D. DAY: I understand that all of this budget and the approval of expenditure is based on the previous 

access agreement. The new agreement is expected to take effect in August–September 2012. Whether any 

changes need to be made will obviously depend on what is actually within the agreement. 

Mr E.S. RIPPER: Just to clarify: if the new access arrangement is consistent with the draft access arrangement, 

where will Western Power be with regard to that level of investment following this budget process? 

Ms A. Nolan: Western Power’s current investment plan is predicated on the existing access arrangement; the 

budget does not take into account the draft AA3 report by the ERA. That will come into play once it has reported 

and made its final determination later this year, which we would expect to go into the midyear review process, 

but there is no change to the current arrangements. 

Mr E.S. RIPPER: What is the gap, then, between the draft access arrangement and the existing access 

arrangement with regard to investment levels? How much might the government have to add in to meet ERA-

approved levels of investment at the midyear review? 

Mr S. Hart: With regard to the submission, we have tried to reflect the early years so that we can keep the 

programs operating. We would not and have not placed much credence on the draft decision as it relates to 

preparing the budget, because the process is still underway. We have not actually compared the two, so I do not 

have that information to hand. 

Mr E.S. RIPPER: Minister, this could be a pretty significant issue. The final access arrangement will be 

approved, we think, in August; this might be a $300, $400 or $500 million issue that the minister will have to 

deal with in the midyear review. I am amazed that there does not seem to be much consideration given to this 

issue. 

Mr J.H.D. DAY: I am sure this is on the radar of the Treasurer and the Department of Treasury, primarily. It is, 

indeed, a significant issue, and from what I recall from sitting in on some of the discussions about the 

preparation of the budget over the last few months, the investment that is being recommended by the ERA in the 

transmission network is already having a substantial impact on the total amount of state debt, which obviously 

impacts on what we can allocate funding to for a range of other purposes in the public sector. In relation to the 

quantum it is likely to expect, I obviously do not have that information, but I am sure it is being thought about by 

the Treasurer and Treasury. 
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Mr E.S. RIPPER: Presumably the minister could provide us via supplementary information the gap between the 

existing access arrangement and the draft arrangement? 

Mr J.H.D. DAY: Yes, we will seek to do that. 

Mr E.S. RIPPER: That is, the gap between the investment levels in the existing access arrangement and the 

investment levels in the draft access arrangement. 

[Supplementary Information No B58.] 

Mr W.J. JOHNSTON: I refer to ―Growth—Major Projects—Mid West Energy Project‖ under ―Works in 

Progress‖ on page 599. The estimated total cost is $442 576 000. I note that on 22 March 2012 the minister said 

in answer to a question that the project cost was $418.1 million; I can remember when this project was 

$250 million. Is there a particular reason for the continued blow-out in these costs, and is it still scheduled for 

completion by May 2014? 

Mr S. Hart: The total project cost is $443 million, and then I think we are looking at different views of the same 

data and different periods, and either including capitalised interest or not. If the member would like, we could 

provide a breakdown, but I think the press release that I recall had $443 million as the total project cost. The 

forward estimates show the cost clearly from the budget point of view. 

Mr W.J. JOHNSTON: Is it still expected to be completed by May 2014? 

Mr S. Hart: Yes, that is when first energisation will occur. 

Mr P.T. MILES: With the midwest energy project coming online, how is that going to improve the security for 

Geraldton as well as the Karara mine? 

Mr J.H.D. DAY: Electricity does jump across gaps to some extent, but probably not quite that distance! The 

project will initially provide power to the Karara mining project as was mentioned. There remains the 

opportunity for the transmission line to be extended through to Geraldton in the later stage of the project. 

Obviously, taking a 330kV transmission line closer towards Geraldton makes it much more achievable to 

increase the amount of transmission capacity through to Geraldton at a later time. I am not aware of whether 

there is any significant deficiency in the capacity to transmit to Geraldton at the moment, but I will ask 

Mr de Laeter to comment on that. 

Mr M.G. de Laeter: The project reinforces the network through to Three Springs, where we are building a 

terminal station. That is the point at which Karara mining and hopefully other customers will connect. That 

interconnection removes a number of constraints in the southern portion, if you like, of the midwest. It provides 

sufficient capacity to enable generation to connect to the network up to and around the Eneabba and Three 

Springs area. It also provides, through the connection of the new infrastructure into the 132kV infrastructure at 

Three Springs, which goes through to Geraldton, increased transfer capacity and, if you like, more security into 

the Geraldton area. 

Mr W.J. JOHNSTON: In terms of the balance of that project to connect the 330kV infrastructure to Geraldton 

and, potentially, to industrial estate at Oakajee, does Western Power yet have a view about costs, given that the 

timing is clearly beyond 2014? 

Mr M.G. de Laeter: We are in the planning phase of that interconnection, the so-called midwest energy project 

stage 2. I do not have a cost available at the moment to relay to the member. We anticipate submitting our work 

to the ERA and the community within 12 months for discussion and analysis. Obviously by then we will have 

determined a cost and hopefully the best technical solution that goes with it.  

[7.30 pm] 

 


