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A . Government of Western Australia 
! Department of Treasury / 

COSTING ADVICE 

The Caretaker Conventions applying to the 2013 State Election allow for the major 
parties to request costing advice from the Under Treasurer for their party's election 
commitments. On 26 February 2013, the Department of Treasury (Treasury) 
received a request from the State Parliamentary Labor Party (Labor Party) to verify 
the costings of its Metronet commitment. 

The Metronet commitment comprises the construction of three new rai l lines (the 
Ellenbrook Line; North Circle Line; and Airport Line) and the extension of three 
existing rail lines (the Thornlie Line to connect w ith the Mandurah Line; 
the Joondalup Line to Yanchep; and the Armada le Line. to Biford). The Metronet 
commitment also includes the construction of two new. stations on the Mandurah 
Line (at Atwe ll and Karnup), as well as the purchase of new railcars and 
construction of a railcar depot. Furthermore, the Metronet commitment includes a 
'Circle Freeway' upgrade to Tonkin Highway and Reid Highway (with costs fully 
incorporated into the other components). The Labor Party has estimated the total 
capital cost of Metronet at $3.8 billion over eight years. 

In undertaking this exercise, Treasury has not examined demand projections , 
transport planning objectives, or other factors (such as cost/benefit analysis) . 
Therefore, no comment is made, or shou ld be interpreted, as to the validity of the 
investment proposed. 

COSTING 

Treasury has costed the Metronet commitment based on the best information 
avai lable. However, as the Metronet plan is at a preliminary concept design stage, 
various assumptions have been made in deriving the costing advice (and are 
highlighted below). 

Noting that the costing advice is indicative and based on preliminary concepts only, 
Treasury estimates the total capital cost of the Metronet commitment at $5.2 billion 
over eight years. The table below outlines the estimated total cost by item. 

Estimated Total Cost 

Item Unescalated Escalated 
(2012 dollars) 

$m $m 

1. Ellenbrook Line ... ... ..... ......... ... ...... .. ........ ......... .... .. . . . . 1,074 1,277 

2. North Circle Line ...... ........ ..... ..................................... 708 842 

3. Airport Line . .. ... .... .......... ........................................... 1,226 1,466 

4. Extension of Thornlie Line ........................................... 246 314 

5. Extension of Joondalup Line to Yanchep .......... ......... 304 388 

6. Extension of Arrnadale Line to Byford . .. ... .. .. . . . .. .. ... . ... 96 123 

7. New Stations at Atwell and Karnup ... .. .. ... -. ....... . ..... 90 106 

8. Railcars and Depot . . . . . . . . . . : . . . .. . . . . . . .. .. ...... . ........ ...... .. 590 730 

Total ........................................................... ........... .......... 4,335 5,246 
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METHODOLOGY 

The methodology that Treasury has used to cost the Metronet plan is as follows: 

• the scope of the costing advice reflects information provided by the Labor Party, 
as well as publicly released Metronet policy statements. 

• detailed scope elements (for example: length of at-grade track, rail bridges, road 
interchanges and stations etc), where not explicitly specified in the Labor Party 
scope advice, have been derived from information provided by the Labor Party, 
Public Transport Authority (PTA), and Main Roads Western Australia. 

• the costing of the Thornlie and Yanchep extension projects is based on the PTA's 
detailed master plan estimates, modified to reflect the scope provided by the 
Labor Party. 

• the costing of the new stations at Karnup and Atwell is based on PTA estimates, 
also adopted by the Labor Party. 

• the costing of the Ellenbrook, Airport, North Circle, and Byford extension projects 
is formulated on a unit rate and unit cost based estimating methodology. 

• the applied unit rates are inclusive of contingency, and have been benchmarked 
against recent public infrastructure projects and verified by an independent 
quantity surveyor engaged by Treasury. 

• in recognition of the complexity and constraints associated with the route through 
the Perth Airport site and Forrestfield rail marshalling yard, a specific contingency 
has been included in the costings for the Airport Line (over and above the 
standard unit rates), comprising 28% of the estimated rail infrastructure costs. 
This reflects the contingency rates for constructability, risk and project scope 
detailed in the Commonwealth Department of Infrastructure and Transport's Best 
Practice Cost Estimation Standard for Publicly Funded Road and Rail 
Construction. 

• the applied escalation rates reflect the rates adopted in the new Perth Stadium 
and new Perth Stadium Transport Project Definition Plans. The escalation in 
these plans was based on the Australian Institute of Quantity Surveyors (WA) 
Construction Cost Index Forecast up to 2016-17. Escalation in 2017-18 was 
estimated by the cost planner for the new Perth Stadium Project Definition Plan 
at 5.3%, and it is assumed that this rate will remain constant to 2020-21. 

In formulating the costing advice, Treasury met with representatives from the 
Labor Party, PTA, and GHD consulting (engaged by the PTA). 
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COSTING OF ELECTION COMMITMENT -IMPACT ON STATE FINANCES 

Treasury estimates the full Metronet project will impact on approved capital 
expenditure by $4.8 billion. Assuming the eight year construction time frame, much 
of the construction costs will lie outside the current forward estimates period (i.e. 
beyond 2015-16). Relative to the estimates presented in the 2012-13 Pre-election 
Financial Projections Statement (PFPS) released on 7 February 2013, around 
$894 million of the total additional expenditure (including interest) will be incurred by 
30 June 2016. Assuming the PTA has carriage of the project, the general 
govemment sector will incur higher recurrent costs in the form of interest. 
Accordingly, out-year projections of general government sector surpluses will be 
smaller than the PFPS forecasts. The following table summarises the impact of 
Treasury's modelling of Metronet construction on the State's finances for the period 
2012-13 to 2015-16, relative to the PFPS forecasts . 

... ... 2012-13 20.13'14 .2014'15 2015-16 
.. .. .. .. Impact* 

. $'000 $'000 $'000 $'000 

Expenses 

Expenses paid to GG 
(Dividend, TER Payments) - - - -

Other Expenses - -378 3,937 13,136 

Capital Works 

Purchase of Fixed Assets -10,000 110,314 195,924 580,889 

Sale of Fixed Assets - - - -

Net Operating Balance Impact - 378 -3,937 -13,136 

Net Debt Impact -10,000 99,936 299,797 893,822 

Source of Funding 

Additional State Funding -10,000 109,936 199,861 594,025 

Royalties for Regions Funding - - - -

Borrowings - - - -

Other Revenue - - - -
Additional FTEs - - - -

* Please note that columns may not add due to rounding. 

Further details of the impact of the Metronet commitment on the State's Finances 
(including the impact on key financial aggregates) can be found at Attachment A. 
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FUNDING ASSUMPTIONS 

The PFPS forward estimates already reflect commitment to the following projects, 
which are components of the Metronet plan : 

• providing grade separation at the intersection of Reid Highway and Malaga Drive 
($71.5 million to 2015-16), which is part of the Circle Freeway proposed in the 
Metronet plan; 

• the construction of a station at Aubin Grove (at a cost of $57 million including 
land acquisition costs), which is equivalent to the Atwell station proposed in the 
Metronet plan; and 

• the provision of two three-car train sets associated with the new Aubin Grove 
station ($23 million) , which would be included in the commitment to purchase an 
additional 48 three-car trains sets as part of the Metronet plan. 

The PFPS forward estimates also include a provision for estimated Nation Building 
Program 2 funding and expenditure. The Labor Party has indicated it would use 
$300 million from this provision to fund Metronet. 

The above items (totalling $451.5 million) have been netted off in the calculation of 
the impact of the Metronet project on the State's finances over the forward 
estimates period. 

The Labor Party has indicated that it will seek to partly fund construction of the 
Metronet project from sources other than borrowings (eg. deferral of the new 
Museum, savings assumed to be available from changes to the new Perth Stadium 
project, possible third party contributions). Details of such funding measures have 
not been made available to Treasury and are not reflected in the above analysis. 
However, where spending can be redirected from other commitments already 
reflected in the PFPS forward estimates, or where new revenue sources are 
directed to funding the project, the debt and interest cost estimates above may be 
reduced during the period to 2015-16 and/or over the full Metronet construction 
period. 

COSTING R ISKS 

• The $590 million (in 2012 dollars) committed in the Metronet plan to purchase a 
depot and additional railcars may not be sufficient to deliver the projected 
additional railcars. The PTA estimates that the cost of a new depot and 
48 additional three-car sets will total $646 million in 2012 dollars. In light of this 
significant discrepancy ($56 million), the commitment to delivery of 48 three-car 
sets and a new depot is clearly at risk, and further work is required to determine 
whether this is the case and, if so , the related impact on service delivery. 
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• Other than for Atwell station (as funding for Aubin Grove land acquisition is 
already included in the PFPS forward estimates), the costing does not contain 
any provision for land acquisition. It is assumed that land is either contained 
within existing transport corridors, or funded externally. It is noted however, that 
the PTA has identified that some potential land acqu isition may be required for 
the Yanchep and Thornlie line extension projects. The requirement for land 
acquisition needs to be further assessed. 

• In accordance with the scope advice provided by the Labor Party, Treasury has 
costed a 1.5 kilometre section of the Airport Line contained in a concrete trough 
structure in response to height restrictions and high groundwater levels, with 
650 metres of the route within the Airport site constructed at grade. More 
deta iled planning is required to determine the final extent and type of at grade 
construction and below-ground structure. 

• A $5 million upgrade' to the Bayswater Station has been included in the Treasury 
cost estimate, to allow use by six-car trains. No other works on the Midland Line 
to accommodate Metronet have been costed. 

• This costing is on ly based on the capita l cost of the project and does not include 
the additional operating costs (and operating subsidy) associated with the 
proposed expanded network. 

• The costing makes provision for significant works to Reid Highway that are 
required to accommodate new stations at Alexander Drive and Mirrabooka 
Avenue. Further detailed investigation is required to confirm the feasibility of 
these station locations and configuration. 

OTHER ISSUES 

• Capacity of the network': 

Assuming the new Ellenbrook, Perth Airport and North Circle lines each carry 
4 trains per hour (TPH), and peak services on the Midland line are maintained 
at the current 6 TPH, a total of 18 TPH will operate on the line between 
Bayswater and Perth. 

The PTA advises that running 18 TPH on the Midland line would significantly 
reduce the reliability of the service (i.e. on time running of trains') which 
carries an associated safety risk. Should the reliability levels be 
unacceptatJ1e, there are a number of options which could be investigated to 
address this. These include improved signalling, duplication of the track, or 
the purchase of additional rolling stock (to increase the number of railcars per 
train). All of these options would have a significant financial impact which is 
not included in the costing. 

1 The future capacity estimates for the Mid land and Joondalup lines have been provided to the PTA 
by GHD consultancy. 

, A train is deemed to be 'on time' if it arrives within four minutes of the schedu led time. 
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- Assuming the North Circle line carries 4 TPH , and services on the Joondalup 
line are maintained at the current 12 TPH, a total of 16 TPH will operate on 
the Joondalup line between Balcatta and Perth. 

- The PTA has advised that the Joondalup line between BalcaUa and Perth will 
be able to accommodate these services initially, based on current demand 
projections. However, the addition of the North Circle line will impact on the 
capacity of the Joondalup line to accommodate future growth in demand. The 
extension of the line to Yanchep will also lead to a requirement to increase 
capacity. With the introduction of these two new services, the PTA estimates 
that by 2025 the number of TPH that would be required to operate on the 
Joondalup line would exceed the capacity of the line. 

- The significant increase in the number of services proposed in Metronet may 
also have an impact on the capacity of the Perth Station. The Perth Station 
may need to be upgraded to cater for these additional services, and the cost 
of this has not been assessed . Further investigation would be required to 
determine the extent of these upgrades. 

• Reliability and Safety Issues: 

- The Labor Party's scope for Metronet is based on the assumption that a 
number of road crossings on the Ellenbrook, Yanchep and Byford lines will be 
built as level crossings rather than as grade separated crossings. It is noted 
that there is a risk that the safety and reliability of the network and for road 
users could be adversely affected by the use of level crossings, and further 
work would be required to assess this risk . 

- The Metronet plan includes a number of additional services which will lead to 
an increase in the number of junctions on the network. This increase in the 
number of junctions on the rail network may adversely impact on the reliability 
of train services. 

• The extension of the Armadale line to Byford included in the Labor Party's 
Metronet plan is based on the provision of a single track for this service . The 
PTA has advised that the maximum number of trains that could operate on the 
single line between Armadale and Byford stations would be 4 TPH. This 
compares to the current peak service frequency of 8 TPH between Armadale and 
Perth . Trains running to Byford would also have a significant idle time at Byford 
station which would impact on the reliability of the service. 
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Table 1 
COSTING OF ELECTION COMMITMENTS - IMPACT ON STATE FINANCESI') 

LABOR PARTY METRONET COMMITMENT 

2012-13 2013-14 2014-15 2015-16 

2012-13 Pre-election Financial Projections Statement 

GENERAL GOVERNMENT SECTOR 

Net Operating Balance ($m) 241 390 782 1,785 
Revenue ($m) 25,477 27,041 28,400 30,412 
Revenue Grow th (%) 1.0 6.1 5.0 7.1 
Expenses ($m) 25,236 26,651 27,618 28,627 
Expense Grow th (%) 2.7 5.6 3.6 3.7 

Cash Position ($m) -1,888 -1,613 -693 72 

TOTAL PUBLIC SECTOR 

Net Debt at 30 June ($m) 18,263 21,484 22,989 23,662 
Asset lnvestrrent Program ($m) 7,324 7,054 6,630 6,450 
Cash Position ($m) -3,525 -2,683 -1,427 -463 

KEY FINANCIAL RATIOS I') 

Net Interest Cost to Revenue (%) 2.1 2.5 2.6 2.7 
Net Financial Liabilities (clto Revenue (%) 71.9 75.1 74.5 70.9 

Indicative Impact of Commitments Id) 

GENERAL GOVERNMENT SECTOR 

Net operating balance ($m) 0 -4 -13 
Revenue ($m) 
Expenses ($m) -0 4 13 

Cash Position ($m) 0 -4 -13 

TOTAL PUBLIC SECTOR 

Net debt at 30 June ($m) -10 100 300 894 
Asset Investment Program ($m) -10 110 196 581 
Cash Position ($m) 10 -110 -200 -594 

KEY FINANCIAL RATIOS (bJ 

Net Interest Cost to Revenue (%) -0.0 0.0 0.0 
Net Rnanclal Liabilities (clto Revenue (%) -0.0 0.2 0.7 1.8 

Indicative Revised Projections 

GENERAL GOVERNMENT SECTOR 

Net operating balance ($m) 241 391 778 1,772 
Revenue ($m) 25,477 27,041 28,400 30,412 
Revenue Grow th (%) 1.0 6.1 5.0 7.1 
Expenses ($m) 25,236 26,651 27,622 28,640 
Expense Grow th (%) 2.7 5.6 3.6 3.7 

Cash Position ($m) -1,888 -1,613 -697 58 

TOTAL PUBLIC SECTOR 

Net debt at 30 June ($m) 18,253 21,584 23,289 24,556 
Asset Investf1"ent Program ($m) 7,314 7,164 6,826 7,031 
Cash Position ($m) -3,515 -2,793 -1,627 -1,057 

KEY FINANCIAL RATIOS (b) 

Net Interest Cost to Revenue (%) 2.1 2.5 2.6 2.7 
Net Rnancial Liabilities (c) to Revenue (%) 71.9 75.3 75.2 72.7 

Note: A dash signifies no change to the aggregates. Zeroes signify a minor change to the aggregates that rounds to zero. 
la) Based on information made available by the Labor Party and analysis by Treasury with input from State government agencies. These 

castings are indicative only, apply to the periods shown in this table and are subject to refinement by the Government of the day in 
implementing commitments during a subsequent budget process. Columns may not add due to rounding. 

Ib) These ratios relate to the lotal non-financial public sector. 
Ie) As defined by Standard & Poor's for the purposes of credit ratings assessments. 
Id) Includes the impact of indirect costs such as changes to interest and project cost escalation. 




