
Extract from Hansard 
[ASSEMBLY — Thursday, 12 April 2018] 

 p2005b-2007a 
Mr Kevin Michel; Mr Ben Wyatt 

 [1] 

PILBARA UNDERGROUND POWER PROJECT 
Grievance 

MR K.J.J. MICHEL (Pilbara) [9.32 am]: I rise today to put forward a grievance motion on a serious matter. 
I address the Minister for Energy, Hon Ben Wyatt, and the Legislative Assembly to highlight my concerns with 
the previous government’s funding and management of the Pilbara Underground Power Project. 
Mr D.T. Redman: I bet you’re happy it’s there. 
Mr K.J.J. MICHEL: I do not have time to take an interjection from you, member, but I will.  
This project was woefully mismanaged from the very beginning, a fact clearly stated in the recent Langoulant 
special inquiry report. The report is damning in its conclusions on this project. There were inadequate processes 
in place for the allocation of funding. There was no business case for the initial funds. The Barnett government 
approved an initial $35 million for the project from the royalties for regions program without a business case. 
Estimated construction costs did not take into account local conditions for a project of this size in Karratha. There 
was a significant cost blowout. The project is set to cost $239 million, almost double the original estimate of 
$130 million; that is a blowout of $109 million. 
Mr D.T. Redman interjected. 

Point of Order 
Ms S.F. McGURK: The convention is that during grievances there are no interjections. The member for Warren–
Blackwood just presented his own grievance and there were no interjections. I ask that we hear the member for 
Pilbara in silence. 
The ACTING SPEAKER (Ms S.E. Winton): It would be helpful if we could hear the member in silence. Thank 
you, members. 

Grievance Resumed 
Mr K.J.J. MICHEL: Even before the Langoulant report clearly laid out the time line of events that led to this 
shocking waste of state royalties, the Auditor General heavily criticised the project’s planning and governance 
arrangements. The Auditor General found no evidence to support the original costings and cited 
“unrealistic estimates and inadequate early planning”. I am sure the Minister for Energy would agree that the 
previous government failed the residents of the Pilbara with its mishandling of this project. A number of questions 
surround the appointment of the lead agency in delivering the project. The special inquiry found no evidence of 
the rationale behind the decision to appoint Horizon Power as the lead agency. This is important as Horizon Power 
lacked the capability and experience in delivering large infrastructure projects, particularly underground projects. 
Why and how was this provider chosen as the lead agency if at the time it had no experience with a project of this 
scale and no corresponding in-house capacity to manage and deliver it?  
I am shocked at the weak governance arrangements and lack of oversight the previous government placed on this 
project. When construction began in 2010, contracts were not even finalised, nor was a funding agreement with 
a key stakeholder, the then Shire of Roebourne. Construction continued for 10 months at a cost of $51.2 million, 
more than the approved $35 million before a contract was signed. The Auditor General’s report in 2015 also stated 
that the steering committee set up to oversee the project was ineffective and that Horizon Power rarely sought 
approval from the committee before making major decisions. This is likely as a result of its inexperience with 
projects of this scale and size with multiple stakeholders. 

Initial project costs were imprecise estimates that were never revisited or refined. Contracts and funding 
agreements were not in place, yet the project commenced anyway. Only six months after the initial $35 million, 
cabinet approved a further $65 million. Two large lump sum payments were approved without a business case, 
without an analysis of estimated costings and without a whole-of-project assessment of the costs and benefits. 
When the government approved the project in 2009 it was expected to be completed by 2012 at a cost of 
$132 million. This project has taken nine years to complete, with multiple budget revisions, leading to a cost 
blowout of $109 million. This is five and a half years longer than originally planned. The original time proposed 
for the completion of the project was obviously inadequate. However, it was the protracted nature of the project 
into a period of economic downturn at the end of the mining boom that hit the people of the Pilbara very hard. 
Nearly 2 000 houses have been lost in the Pilbara; therefore, people are suffering and struggling at this point. The 
project presented additional enormous costs to Pilbara residents as local governments sought to provide the balance 
of the required funds through special ratepayer service charges. For example, the City of Karratha council imposed 
an unpopular levy. The average contribution of households was nearly $3 500, but for many it was much more, 
too much, including high costs to non-profit organisations. There was no community consultation, and this was at 
a time when the local economy was contracting due to the end of the mining boom. Not only were fuel and transport 
costs high, and people were losing value on their properties to nearly 60 per cent, but they somehow had to come 
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up with additional money to pay this special levy. There were many protests at the time but neither the former 
member for Pilbara, the then Minister for Regional Development who spearheaded the project, nor the former 
Premier could give any relief to local residents. I invite the Minister for Energy to respond to these serious concerns 
affecting my electorate.  
MR B.S. WYATT (Victoria Park — Minister for Energy) [9.39 am]: I thank the member for Pilbara for his 
grievance and I certainly sense his very legitimate frustration with this project. I want to start by making some 
broad comments around the undergrounding of powerlines as a project in both metropolitan Perth and regional 
Western Australia. This project has been around for a long time and it is very popular. From memory, I think 
around half the powerlines in metropolitan Perth have been undergrounded and there is more demand for funding 
the undergrounding than there are resources. In fact, one of the types of regular letters that I have to respond to is 
from councils looking for more money to continue the undergrounding in their own shires.  
I want to pick up on an interjection made by the member for Warren–Blackwood and the point made by the member 
for Pilbara. I think the Pilbara always had the strongest claim for power to be undergrounded simply because of 
the impact of cyclones and that sort of weather event. It would provide a very important safety outcome and also 
reliability of services. Over the decades, we have seen the impact that cyclones have. To be frank, this project is 
a classic example of how not to deliver essential infrastructure in Western Australia. The Langoulant report gave 
the project an overall score of 2.8 out of 10. I think that reflects the fact that Mr Langoulant was incredibly scathing 
of it. He made the point that this was how not to manage a project, particularly when we are talking about that sort 
of money and, as the member for Pilbara said with some anger, the impact on local residents.  
Regarding the cost and timing, the original estimated budget was around $130 million, with a final projected cost 
of $239 million—an increase of $109 million and that does not include the costs that fell to Horizon Power, which 
were about $22 million, and the cost of general admin of about another $1 million. Basically, it was an 85 per cent 
cost blowout. The residents of Karratha in particular, as the member for Pilbara knows, have been hit the hardest 
with projected costs up from $18.7 million to $34.6 million. We just heard the member for Pilbara talk about the 
frustration of many of his residents with the levy that was then imposed as a result. In 2015, the Auditor General’s 
report noted that the original completion date of the project when it was approved in 2009 was expected to be 
December 2012, so the delay has been nearly six years. Although under this government’s leadership, the project 
is now to be completed ahead of these revised timetables and we have found some small savings on the re-profiled 
budget, but it does not make up for the damage that has been done and the mismanagement that occurred early on, 
which was outlined by the member for Pilbara.  
I want to make some comments around project management. For me, the procurement process is perhaps one of 
the starkest learnings from the Langoulant report. It was fundamentally flawed from the beginning and undertaken 
in a way that introduced unaddressed risks. Perhaps the strongest indication of that is the fact that construction 
work was commenced without contracts. No contracts were entered into prior to construction beginning. Contracts 
followed work commencing by about 10 months. We talk about business cases, and of course there was not one 
for phase 1 of this project, as identifying risk; that is the whole point. A government will make decisions on doing 
a project and the point of a business case is to identify risks and project management repercussions if decisions are 
not made or timetables are not met. That is the whole point. As a result of construction preceding any contract, the 
cost of the contract inevitably increased because the project’s risk also increased. Regarding governance, as the 
member for Pilbara pointed out, no business case was provided for phase 1 of the project. From that point on, the 
government was playing catch-up, and we are still playing catch-up to a certain extent, trying to rein in the project 
so it delivers exactly what we want it to deliver—secure and reliable underground power in the Pilbara. There has 
also been a lack of appropriate records management so it is very difficult to determine the reasons the project was 
so poorly designed and managed. As the member for Pilbara pointed out, the steering committee failed to perform 
its functions correctly. It really required a very strong oversight of Horizon Power. Again, starkly, simply 
providing Horizon Power with two large wads of cash to do the project was not the way to go about project 
management. Obviously, that should have been done in a much stricter time frame with payments according to 
delivery and milestones, but that simply was not done.  

The member for Pilbara will be pleased to know that the current situation is that the final undergrounding work 
was achieved in November last year and we expect the project to be finalised for the middle of this year. The 
project will meet its revised time line and, as I said, some small savings have been made against the revised budget, 
but the damage has already been done with this project. I made the point at the beginning that of course this project 
is very important for the Pilbara because of the nature of the regular cyclones that come through there. When 
powerlines go down, it is not just an issue of supply but also safety. It was always a very important project to be 
done, and to be done correctly. As a result, a very good and appropriate infrastructure project has been met with 
great frustration and anger from local residents, as identified by the member for Pilbara. Now the new government 
is ensuring appropriate governance on all future projects through firstly a greater involvement of Treasury—
Treasury is now going to be involved when original decisions are made, as opposed to being excluded from the 
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decision-making process—and stronger oversight of departments and government trading enterprises. When these 
utilities provide this sort of important infrastructure, they need to be managed and the government needs to have 
an understanding of what the project is at the beginning. That was the problem; there was no understanding of 
what the project was, or the scale and size of the project. When construction was allowed to begin before that had 
been resolved, we ultimately ended up with this situation. I am pleased that the project is nearly done and the 
people of the Pilbara will have the benefit of this project.  
 


	PILBARA UNDERGROUND POWER PROJECT
	Grievance


