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Western Power — 
Mr N.W. Morton, Chairman. 
Dr M.D. Nahan, Minister for Energy. 
Mr P. Italiano, Chief Executive Officer. 
Mr G. Chalkley, Acting Chief Financial Officer. 
Mr D. Fyfe, Executive Manager, Process Performance. 
Mr C. Parrotte, Executive Manager, Network Planning and Operations. 
Mr A. Botha, Chief Operating Officer. 
Mr P. McCarthy, Principal Policy Adviser, Department of the Premier and Cabinet. 
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, 
30 May 2014. 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: Member for Cannington. 
Mr W.J. JOHNSTON: I note that the capital expenditure program in this year’s budget is significantly different 
from the capital expenditure program presented in last year’s forward estimates, for the three years that overlap. 
I note a question was provided during the 2012 estimates relating to the difference between the AA3 approval, 
the budget expenditure and the expenditure that Western Power actually wanted to spend. Could we get a picture 
of where we are? There are four figures: the Western Power-desired capital expenditure, the AA3 capital 
expenditure, the 2013–14 budget for the three out years, and now we have this year’s budget. All those figures 
are different. I would like a commentary, if that is possible, on those differences. 

Dr M.D. NAHAN: The approach in the 2013–14 forward estimates was to identify the allocation in the first 
year, and then the out years had an allocation but they had a supplement allocation subject to business cases. The 
2013–14 approach was based on the assumption that each year, as it rolled through, would be revised according 
to the business cases. That has continued until now to some extent. Take those three: what Western Power asked 
for, what AA3 allocates, and what is allocated in this budget. Mr Italiano will go through some of those shortly. 
A number of factors drive the spend. Probably the largest is the wooden pole replacement program, but there 
have been increasing requests from Western Power to put more money into classing conductors and other safety 
issues, which Mr Italiano can describe. There is a legacy of underinvestment in Western Power going way back. 

As to what Western Power asks for beyond AA3, we have many debates with it on those issues. We have to 
make some judgement about what is affordable and what is not. Mr Italiano can focus on this. Because of 
efficiencies made more widely and reprioritisation of expenditure, Western Power more than met its investment 
last year—2013–14. It was significantly ahead on most areas of safety and in other areas. This year, we have 
added some money that was identified in the previous year subject to business cases. We added additional 
money to poles and classing conductors. We are comfortable with the spend over the 2013–14 and 2014–15 
years. It is consistent with what we estimated. I will get Mr Italiano to expand on that. 

Mr P. Italiano: It is worth putting the answer into the context of the organisation and the journey that it has been 
on since the beginning of the access arrangement. Since 2012, which was the beginning of the current access 
arrangement, Western Power has been undergoing a significant transformation project. This project has delivered 
savings of over $1.9 billion since the beginning of the program and through the budget period that is presented 
today, including $354 million worth of savings that have already been delivered and banked in the last two years. 
Those savings have been achieved through operational expenditure and capital expenditure changes. Opex 
savings worth $353 million have been identified, which is recurring expenditure, as well as capex savings worth 
$1.59 billion. These savings have been achieved through better asset management practices, significant 
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reductions in administration overheads, and substantial reductions in unit rates for work undertaken in the 
network.  

[3.10 pm] 

Two years ago, it cost approximately $16 000 to install a pole. Today, I am pleased to say, it is just over $9 000 a 
pole. Despite this, the volume of work being done on the network is greater now than it ever has been in the 
history of the network. There is a record level of investment in this access arrangement on wood poles, 
conductor replacement and asset renewal. All of this is coming at a time when the demand for Western Power’s 
services is greater than ever before. The amount of electricity being transported by the network was 
approximately 17 200 gigawatt hours in the past 12 months. This is up one per cent on the number that we had 
two years ago. It is forecast to grow over the period of this budget to over 18 000 gigawatt hours per annum by 
2016–17. In addition, the number of customers connected to the network has grown dramatically by 50 000 
people in the last two years to over 1.3 million connections. That is like adding Bunbury to the network every 
two years. This growth is forecast to continue over the access arrangement period and over the period of the 
budget by around 2.5 per cent per annum each year. 

Despite the dual pressures of driving down costs and meeting the growing demand at Western Power, and the 
growing demand for services, Western Power has achieved a quantum improvement in its compliance 
performance. Two years ago, we did not know how many type 1 breaches we had—last year we had one, and 
this year we have not had any so far. 

Mr W.J. JOHNSTON: This is very interesting, but it is not actually the issue that I asked about. 

Mr P. Italiano: I will get to that if I could. 

The CHAIRMAN: I appreciate your point, member. Mr Italiano, can you get to the member’s question. 

Mr P. Italiano: There is a difference between the two budgets from this year to last year. Over the period of the 
budget, that difference amounts to $47 million. Although $47 million is a large amount of money in anybody’s 
language, in the context of a business that is investing over $1.2 billion per annum in the network, it is a 
reasonably small number proportionate to the work that we are doing. 

Mr W.J. JOHNSTON: What is the difference between AA 2 and what Western Power is spending now? I will 
just clarify; my reading of the budget papers—I could be wrong—is that Western Power is still spending less 
than AA2. The answer given two years ago by Western Power, I observe that it was a different chief executive 
officer and all that—I am comfortable—was that the government was not approving the expenditure to even the 
level of AA2. Therefore, there was a gap between the approval from government and what Western Power was 
permitted to do. I am trying to get a picture of where we are now with AA2, compared with what the government 
is letting Western Power spend. 

Dr M.D. NAHAN: The member means AA3? 

Mr W.J. JOHNSTON: Yes, indeed—my apologies. 

Dr M.D. NAHAN: Mr Italiano. 

Mr P. Italiano: Certainly, the budget does provide for a smaller amount of capital expenditure than what was 
allowed by the Economic Regulation Authority in the access arrangement, but that is not unusual in an 
organisation like ours. The ERA sets what it considers to be an efficient and necessary level of spend. The 
obligation that we have as a business is to seek to outperform that and also to respond to changes in the 
economic assumptions that are in the market. There is definitely a lower level of capital expenditure in the 
budget compared with what was in the access arrangement, but that is not unexpected. 

Dr M.D. NAHAN: Just to respond to that further, the way that the ERA sets that is by examining the bids 
purported by Western Power to come up with a capital build, which it splits. Since access agreement 3 was 
assessed, as Mr Italiano identified, and as the government of the day urged him and his board to do, it is to drive 
efficiency in the delivery in per unit of capital investment; in other words, to put it quickly—to get more bang for 
our buck. Mr Italiano and the board have done a fabulous job at doing just that across a range of areas. In fact, 
they were urged to, and are going into areas that were not identified by AA3, but have come to pass as high-
priority areas. In terms of accomplishing what needs to be done, we are ahead of the game and are going into 
other areas, although we are not spending as much as AA3 allocated or approved. 

Mr J. NORBERGER: I refer to page 639 of budget paper No 2, and the third dot point under the heading 
“Asset Investment Program” that states that Western Power will improve service delivery through efficiency. 
I know the minister spoke moments ago about how important it is that we get more bang for our buck out of 
Western Power, and that Mr Italiano indicated some reduction in the cost of putting poles in as one example of 
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that. I wonder whether the minister could extrapolate that further in relation to what is being done broadly to 
drive operational efficiencies in its business, and what efficiency gains it anticipates achieving over the forward 
estimates. 

Dr M.D. NAHAN: I will pass that question over to Mr Italiano. 

Mr P. Italiano: Two years ago the organisation was challenged by Parliament to improve its operating 
performance and to respond to changing demands from our customers and stakeholders. Through the 
transformation project that we have undertaken in the last two years, Western Power was able to deliver a 
$25.5 million reduction in year-on-year operating expense compared with the prior year, which is a banked 
benefit to the community and a recurring rebasing of the expenditure going forward. I am pleased to say that in 
2013–14, Western Power will be able to deliver a second year of year-on-year reduction in operating expenditure 
driven by improvements to the way that administration and support functions are delivered to the organisation. 
Our commitment is to ensure that the volume of work being done in the field is maximised, because that is the 
area that produces a benefit to the community. There has been a shift in resourcing away from head office 
functions towards infield operations that has allowed us to maintain the volumes of delivery, even though we 
have produced some savings in capital expenditure. Those costs have been driven by a very comprehensive 
organisational redevelopment program with external support, which we have been very happy with. 

Mr W.J. JOHNSTON: I would like to get an understanding of the government’s position on the energy safety 
directive to Western Power regarding wooden power poles. As the minister knows, there was an 
Auditor General’s report on this topic, and it is common knowledge and not disputed that Western Power is not 
complying with the direction from the Director of Energy Safety and will not meet its obligations, because 
Western Power’s view is that the Director of Energy Safety’s directive is not the most important outcome. 
Western Power’s position is that it has done a safety analysis and come up with a different set of priorities to 
making those wooden power poles safe. The Auditor General’s report demonstrates that—one can go and read 
the Auditor General’s report. It may well be the case that Western Power is right and the Director of Energy 
Safety is wrong, but the question I have is: notwithstanding that, what is the government’s position in respect of 
Western Power’s complying with the directive from a regulator? 

Dr M.D. NAHAN: Let us go back over a bit of history on this. I think the Director of Energy Safety’s first 
report that highlighted the extreme problem with wooden poles at that time was in 2005. There was another 
report in 2006 and another one in 2008. That culminated in a parliamentary inquiry—I forgot the name of that; it 
had a really flash name to it. The Standing Committee on Public Administration’s report “Unassisted Failure”—
that is right. It was clear in that report that Western Power at the time had not been investing adequately for some 
time in replacing poles as they came due for replacement and was behind schedule. The Director of Energy 
Safety came out with a guideline to replace X number of poles—fixing 400 000 comes to mind—by a certain 
time, which was the end of December 2015. 

[3.20 pm] 

The truth is that Western Power at the time failed to get on its bike and start addressing those adequately, both 
knowing the number of poles needed and how to fix them, whether by reinforcing, replacing or whatever. There 
is no doubt—the Auditor General said this—that Western Power was slow to get moving on this. In fact, it was 
slow midway through the last decade; it was in denial. That is honestly one reason why the government of the 
day changed many of the board members and the senior executive staff of Western Power and tasked Western 
Power, led by Mr Italiano and the board, to change the culture of the place and to respond adequately to 
perceived needs. That meant it started to deliver on EnergySafety’s mandated requirements. We accept 
EnergySafety’s requirements. I could have a side debate about this, as the member for Cannington indicated that 
he might, because it is a huge build. I could mention some of the risks here, but since it has made those changes, 
Western Power is doing the best it can to meet the end point. It will not meet EnergySafety’s target by the end of 
December 2015. Achieving that would have meant initially importing pole replacers from North America. We 
are already importing poles from South Australia because of the magnitude of the build. EnergySafety has 
helped quite a bit because it has allowed more reinforcing than pole replacement, which means more can be 
done. We have reinforced and replaced a very large percentage of poles, so we are not too far off. This year 
Western Power has really caught up and has done more than expected. I think it has replaced 23 000 and 
reinforced 68 000 poles. That is a big whack. We are on track, not to meet the deadline of December 2015 but to 
meet EnergySafety’s requirement. However, some of the requirements of EnergySafety are based on age only—
so if it is over 40 years old, replace it; over 25 years old, reinforce it; and not test. Other states carry out tests. 
Victoria, New South Wales and Queensland have tests to see if the poles need to be adjusted. We have debated 
with EnergySafety whether these things can be tested. 
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Also, the other real issue is the priority of EnergySafety to replace wooden poles in regional areas. That has 
taken up a great deal of money, resources and management time of Western Power and to some extent costs 
Western Power because it has to put its resources, men and focus on higher priority areas such as fire-prone 
areas and the metropolitan area. There are trade-offs. My view is that EnergySafety has not conducted adequate 
risk assessments of the various safety requirements of Western Power. This issue needs adjustment; nonetheless, 
we are having that debate with EnergySafety. In the meantime, Western Power is meeting its requirements. 
I might add that the Auditor General’s report clearly states that Western Power was tardy—indeed, lax—in 
getting onto this job, but the Auditor General has made it quite clear that things have changed at Western Power. 
It has taken it seriously. It has increased its investment. It might not meet the deadline, but it is on track to meet 
the target. 

Mr W.J. JOHNSTON: The new management of Western Power are refreshing compared with the dinosaurs 
who used to run the show, but that does not mean that I do not have criticism of the government’s management 
of the system or of individual decisions of management. I acknowledge that and I acknowledge what the Auditor 
General said. Nonetheless, there is a government agency that is not complying with a directive from a regulator. 
Is that something that the government finds acceptable? 

Dr M.D. NAHAN: As I said, Western Power will meet the target, but there are two aspects to that target—end 
of December 2015 and so many poles. Western Power will meet the pole issue in a timely manner, but it will not 
meet the deadline. It will not meet the deadline because it did not get on its bike and address it when 
EnergySafety told it to start. Western Power admits that it started late. That is on the record; it is undeniable and 
it has made changes, but it is about two years late. That is what we have. In the meantime, Western Power could 
put all of its resources into it, but it would be at a huge financial cost. As I said, pole replacers would have to be 
imported from North America—that is not a good idea—and it would take Western Power away from higher 
priority areas. I might add that Western Power has done it. In the recent fires in the hills, almost all the poles and 
wires were brand new, luckily. They were replaced and fixed because Western Power made efficiencies, was 
cognisant of security issues and invested heavily in the hills area. I might add that some of the poles got burnt 
out, but that is what happens in this business. 

The member for Cannington asked me a question so it is for me to respond, not Mr Italiano. 

Mr W.J. JOHNSTON: That is right. 

Dr M.D. NAHAN: I am comfortable that Western Power is meeting the target. It will not meet the deadline 
because it is getting late, and this is an issue. I might add that EnergySafety has come to the table with 
reinforcing rather than replacing. There was no hope in hell of meeting the replacement target. My view is that 
Western Power is happy and satisfied with where it is going. 

Mr P.C. TINLEY: Picking up on the issue of pole replacements and the point Mr Italiano made about capital 
expenditure efficiencies, the Minister for Energy mentioned that poles had to be imported from South Australia 
to meet an internal revised time line. How many poles have been imported from South Australia? 

Dr M.D. NAHAN: I refer that question to Mr Italiano. 

Mr P. Italiano: I do not have that detail available at the moment but I am very happy to come back with that. 

Mr P.C. TINLEY: Do you have an indicative figure, such as half or a quarter of the poles? 
Mr P. Italiano: The simple fact is that the allocation from the Forest Products Commission from the state’s pine 
forest is about 15 000 logs per annum. Prior to 2012, Western Power was replacing well under that. Now it is 
replacing, as the minister pointed out, 20 000 to 23 000 per annum, so most of the differential is coming from 
South Australia. 
Mr P.C. TINLEY: What is the cost differential between a South Australian log and a Western Australian log? 
Dr M.D. NAHAN: I am sure that Mr Italiano can answer that, but there was no choice. Only 15 000 poles were 
coming from Western Australia, so Western Power had to pay the difference. 
Mr P. Italiano: Delivered on site, they are about the same. There is very little cost differential. 
Mr P.C. TINLEY: Is that even with transport? 
Mr P. Italiano: Yes. 
Mr P.C. TINLEY: Do Western Australian trees grow at a very expensive rate? 
Mr P. Italiano: The difference is that there is a greater level of demand on the state pine forest in Western 
Australia than in South Australia, and where there has to be an allocation of the use of the resource in Western 
Australia administered by the Forest Products Commission, South Australian pine resources are not restricted in 
that way and Western Power is able to secure the poles at a cheaper price. The member for Willagee may be 
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aware that South Australian local power networks do not use pine poles—they use Stobie poles—so there is a 
significant reduction on the demand for that resource in South Australia; it is just a different market. 
Mr P.C. TINLEY: I am very interested in the capex efficiencies in these works. How has Western Power 
achieved those efficiencies? Is it through a competitive tendering process? What mechanisms does Western 
Power use? Is there a systematic process or does the market simply react to Western Power’s requirements? 
[3.30 pm] 
Mr P. Italiano: We have engaged in a whole raft of activities. We have made some changes to our own work 
practices so that it takes fewer people, less time and less of our own resources to do the work. We can do more 
work with the same number of people by changing our work practices and our scheduling. We have introduced 
more zone-based asset management interventions. We aggregate areas of work. We almost do a blitz in that 
particular area that allows us to do a lot more in a short space of time. We can get a lot more productivity out of 
our crews. We have gone to our suppliers and contracting firms and asked them to improve their work practices 
to match the improvements that we are getting or beat them. In some cases, we were not able to renegotiate away 
from contracts that we were party to; they were quite generous contracts to the supplier. We have renegotiated 
ourselves out of those contracts. There was one with Future Grid. The net present value benefit to Western 
Power doing the work is $55 million. 
Dr M.D. NAHAN: Just to clarify that, there was an arrangement with a certain firm to contract out work. 
Western Power decided to bring that in-house. In doing so, it has saved $55 million so far. 
Mr P. Italiano: There is no silver bullet. In an organisation the magnitude of Western Power, with the program 
of work that it has, it takes a sustained, disciplined effort across a range of initiatives in order to drive change. 
Mr P.C. TINLEY: I refer to the capital equipment purchases through the suppliers and so on. Do you have a 
Buy Local policy; and, if so, how much of your capital equipment has come from overseas? 
Mr P. Italiano: We do not have a formal Buy Local policy within Western Power itself. As a government 
agency or a government enterprise, we are subject to some of the government policies that include “buy local” in 
terms of procurement. We tend to prefer to buy local, not out of a philosophical approach but because we are not 
a multinational company. We are not even a national enterprise. If we need to engage in a dialogue with our 
supplier, it is important for us that they are local, that we have access to them and that we are dealing in the same 
currency. There is a tendency for us to move towards buying local anyway. Having said that, we are involved in 
a large project at the moment—the Mid West Energy Project. All of the steel towers have been fabricated in 
China. 
Mr P.C. TINLEY: Why is the minister prepared to accept steel fabrication from China when our workshops are 
half empty? 
Dr M.D. NAHAN: Maybe Mr Italiano can talk about the contracting arrangements. That is the first I have heard 
of this. I have seen the towers but I do not know where they are built. Maybe I was told but I cannot remember. 
We committed to the work and put it out to contract. I think they all come disassembled and then they are 
reassembled. I did not know where they were built. 
Mr P. Italiano: Quite simply, there is not a big market for transmission towers in Australia. Big transmission 
lines are not built very often. These are 60-metre high steel lattice transmission towers. They are not built very 
often in Australia. We can count on two hands the number of times a line of that magnitude has been built in the 
country. That is not the case in China. Multiple factories produce these towers on a daily basis. In terms of 
economies of scale and quality, we were able to secure the most cost-efficient price. 

Mr P.C. TINLEY: Was it just price? 

Mr P. Italiano: It was not just a price thing. If somebody in Australia could manufacture it to the same 
demonstrable level of quality, we were able to do that. Quite simply, transmission towers are not required that 
often. 

Mr R.S. LOVE: I return to my favourite theme of bushfires. I refer to bushfire mitigation on page 640 of the 
Budget Statements. We have already had an explanation of private power poles. Perhaps the minister might like 
to outline what mitigation activities Western Power is undertaking for its own network. 

Dr M.D. NAHAN: I pass over to Paul Italiano. 

Mr P. Italiano: Thank you very much for the question. Bushfire is one of the most significant issues in our 
conversations at the executive table of Western Power. Bushfire mitigation is a key priority in our capital 
expenditure program. We undertake a substantial amount of bushfire mitigation work every year. There are 
$396 million worth of bushfire mitigation programs in this budget, including pole reinforcements and 
replacements worth nearly $300 million; clashing conductors, about $14 million; mitigating the risk of wires 
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falling, about $65 million; and $34 million in vegetation management. The focus that has been put on bushfire 
mitigation in Western Power over the past few years is greater now than it ever has been in the organisation’s 
history. We are acutely aware of the drying climate and the increasing risk of bushfire to the community in WA. 
We are constantly looking at the recommendations from other states, including the recommendations from the 
Victorian bushfire royal commission, seeking ways that we can reduce that hazard to the community. 

Mr R.S. LOVE: Has Western Power considered any alternative to the placement of pine poles in bushfire-prone 
areas at any stage, perhaps using a less flammable pole? 

Mr P. Italiano: The organisation always conducts examinations of alternative technologies and materials for its 
poles. There has been a long-raging debate about pine poles or timber poles of any sort and alternative 
technologies such as concrete and composite poles. We never ground that debate out. We are always seeking to 
understand the cost–benefit trade-off between pine and alternative technologies. If the member would like a 
more detailed or technical answer—I am not a technical person—I will pass over to our chief operating officer, 
Andre Botha, who has only just joined the organisation. He held a similar role in Tasmania. It recently replaced a 
number of poles that were damaged in a large fire there with concrete poles. Andre can explain the rationale for 
why they were chosen. It also demonstrates the fact that we have no bias or preference one way or the other 
inside our business. We are seeking to do it in the most cost-effective way. 

Dr M.D. NAHAN: I get a lot of questions on this. Before I pass on to Andre, I will just say that prior to the 
Parkerville fire, Western Power painted poles with green paint a couple of metres up and it worked, except the 
top part got burnt. The fire-retardant paint worked; we just need smaller fires. 

Mr A. Botha: As both the minister and Paul have said, we continuously review all technologies that we use and 
try to find the ones that will deliver the most economic and best customer outcomes as possible. These are big 
decisions. Once we have made a decision to go with alternative technology, it is a 40 to 50-year decision, so we 
have to be really careful. Western Power conducted an in-depth investigation into using concrete poles instead of 
wooden poles about two years ago. At that time the price point just did not allow it to be an economical decision. 
We use a lot of concrete poles and steel poles for the higher voltages because they give a more economical 
outcome for the bit of strength that we need. However, we are currently looking at the option of using more 
concrete poles for the low voltages, the distribution voltages, specifically in areas of high risk in which the poles 
are prone to fire. As the minister said, we are currently painting the wooden poles at the bottom, which provides 
some protection from ground fire. It does not help with a fire that starts at the top. I personally have no bias; 
I just want the best possible pole at the best possible price, and we are continually doing that work.  

[3.40 pm] 

I come from networks in which 90 per cent of the poles used to be concrete, so that is something we are looking 
at seriously. The price points have shifted. The technology used to construct concrete poles has huge 
implications for our customers; there are huge earthing and safety requirements for installing these poles. They 
weigh much more than traditional wooden poles and have to be treated very carefully because, although they are 
fire retardant, they are very brittle because they are very heavy and they break quite easily. Therefore, work 
practices have to be totally changed. It is never off our radar. 

Dr M.D. NAHAN: Horizon Power put in a line of metal poles, I think down Esperance way. The member might 
like to ask Horizon Power representatives about that when they appear before the estimates committee. 

Mr W.J. JOHNSTON: I do not imagine that the minister would know about question on notice 7317, in which 
the former Minister for Energy, through his representative in our chamber, told us — 

There are 155,635 poles (in extreme & high fire risk zones) installed that do not have fire retardant 
paint ... 

He said that 35 had been repainted by prisoners under the Repay WA scheme. I wonder whether more progress 
has been made under that Repay WA trial to paint the remaining 155 600 poles in addition to the 35 that were 
painted at that time. 
Dr M.D. NAHAN: I am not sure. I will pass this over to Mr Italiano. What date was that? 
Mr W.J. JOHNSTON: My question was asked on 27 March 2012. 
Dr M.D. NAHAN: Maybe Mr Italiano can fill in the member on how many poles have been painted. I am not 
sure about Repay WA. 
Mr P. Italiano: I recall the Repay WA program. In the end, duty of care and network access responsibility 
provided a challenge to Western Power to do many more poles in that economical fashion. However, the fire-
retardant paint has proven to be a highly valuable addition to new poles being put into the network and given that 
we are making quite a significant investment, the paint is being utilised quite extensively. 
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Mr F.M. LOGAN: I take the minister to page 640 and the “State Underground Power Program” under “Works 
in Progress”. I note the difference in expenditure; the 2014–15 expenditure on the underground power program is 
$9 million down from the 2013–14 estimated expenditure. I ask two questions. Should we therefore expect a 
reduced rollout of the underground power program? Is the estimated total cost of the state underground power 
program of $141 million sufficient to finalise it? 
Dr M.D. NAHAN: This year we will come to the end of round 5 of the underground power program and we will 
then move to round 6. This is Western Power’s allocation. Under the Public Utilities Office, there is a similar 
allocation going forward. I think it is $5 million a year. We allocated $30 million for this last year. We are 
finishing up round 5 and going on to round 6. I do not think there has been any diminution in the spend. Paul 
Italiano can also comment on that. As to whether we will finish the initiative with that estimated total cost, no; 
this project has a long way to go. As the member knows, for some decades all the new networking has been 
underground, but there is a large catch-up. We have the widest expanse of underground network of any city in 
Australia. More than 50 per cent is now underground, but there is a long way to go in the older suburbs. There 
will be other rounds to come. We are in the process of completing round 5. All of them have been allocated and 
the work is underway. We have started the process for round 6. Mr Italiano. 
Mr P. Italiano: The specific level of funding has hovered between $20 million and $30 million per annum for a 
number of years and that is sufficient to fund the program at about the volumes that have been achieved 
historically. Since the beginning of the program, 77 projects have been completed and undergrounding has been 
given to 84 000 properties. The minister is absolutely right; Western Australia is leading the way in 
undergrounding the network. No other state in Australia has a retrospective undergrounding program as 
extensive as ours. More than 53 per cent of the metropolitan area has now been undergrounded. We are well and 
truly at the forefront of underground power in the country. The difference in funding between the years is driven 
by the number of projects underway at any given point in time, which suburbs are being done and the 
complexities involved in particular suburbs. There is a minor difference year to year, but it is not a reflection of 
the reduction in the volume of programs. 
Mrs G.J. GODFREY: I refer to page 640 and underground power. Has there been a change in the formula 
applied to the rollout of funding in partnership with local government? 
Dr M.D. NAHAN: Not to date. We received some proposals in Parliament about some changes, specifically 
from the member for Churchlands. We are considering his proposal. Right now the allocation is 50 per cent by 
the state and 50 per cent by the council. The council often pushes a contribution onto the individual. The member 
for Churchlands has proposed that the Town of Cambridge pay 75 per cent. Subiaco has a program underway for 
which it has paid 100 per cent and which Western Power is doing. That is not part of this program. We agreed to 
consider the member’s proposal, but no decision has been made. Right now we are progressing as normal. We 
will consider that and if there is any policy change, I will announce that change. 
Mr W.J. JOHNSTON: The Economic Regulation Authority reported on this matter two years ago and the 
government has not responded to its report. Is a response intended? 
Dr M.D. NAHAN: Yes. We have to report shortly. The Public Utilities Office is undertaking the review. It has 
looked at a range of requests from a range of members, including the member for Churchlands, and the ERA’s 
report. As we expand the program into more areas, some people struggle to pay for it or do not think it is 
worthwhile. They are on lower incomes or from more diverse suburbs. I think most of us who are members in 
those types of communities have realised this. When the undergrounding program first started, it was in the 
western suburbs where it was a piece of cake; they get the major value and they like it. However, as the program 
has expanded it has gone into areas that are more difficult. The ERA suggested a differential charge share that is 
higher for wealthier areas and lower for low-income areas. I do not know how one would measure that. Some 
areas in my electorate are quite diverse. I do not know whether it is measured by income or house prices—that 
was not clear. The Public Utilities Office has been struggling with this request for some time. The government 
will make a decision shortly; it has to, because we have to get cranking on rollout 6. 

[3.50 pm] 

Mr W.J. JOHNSTON: I refer to the 18 per cent overspend on Project Vista. I note that $949 000 was supposed 
to be spent on the Mandurah depot, but only $20 000 was spent. The Balcatta depot was supposed to have 
$1.32 million spent on it, but no money was spent. The Mt Claremont depot was supposed to have $1.41 million 
spent on it, but only $220 000 was spent. The Prinsep Road depot was supposed to have $7.45 million spent on 
it, but only $30 000 was spent. On the other hand, the Kewdale depot was budgeted for $2 million, but 
$3.84 million was spent. Works on the head office went 38.5 per cent over budget because the budgeted amount 
was $55.35 million, but the actual outcome was $76.66 million. Why did works on the head office go so far over 
budget; and, why were the works that were said to be necessary in the Project Vista plan not done? 
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Dr M.D. NAHAN: I refer to Mr Italiano. 

Mr P. Italiano: I do not have the specific detail about the individual unders and overs by depot, as the 
honourable member does. However, the intent of Project Vista was to modernise the work space of Western 
Power’s office-bound staff and office accommodation. The project started in 2008 after being initiated in 2007. 
Over a period, it was broken up into a series of separate projects. There were some delays with some parts being 
halted and some parts changing. A variety of things happened during that time; there was the global financial 
crisis and alternative funding pressures, and different priorities came in and changed it. Part of the reason for the 
budget overspend is that projects that are terminated and restarted incur a demobilisation and remobilisation cost. 
The other part of it was that the critical driving factor behind the project was the noncompliance of the head 
office building; that is, it no longer complied with Australian occupational health and safety laws. The building 
had substantial deposits of asbestos, which needed to be identified and removed in a careful manner. Although 
an asbestos audit was conducted, with an estimate for the project based on that, when the project commenced 
additional deposits of asbestos were identified, and that caused the cost of the project to go up on a number 
occasions. Nevertheless, the program to invest in refurbishing the head office and other office-bound 
accommodation has been terminated and the focus for refurbishing depots has shifted to those things that help 
the workforce deliver product in the field, because that is what will produce better outcomes for customers. No 
more Vista refurbishing of office space is being undertaken. 

Mr W.J. JOHNSTON: Western Power went 38 per cent over budget on the head office and now the program 
has been stopped. What happened with the necessary works for the Mandurah, Balcatta, Mt Claremont and 
Prinsep Road depots? Money had never been spent on them and it was said that the works were needed for 
overall depot rationalisation, compliance with building codes and utilisation of site. What happened with those 
ones? 

Mr P. Italiano: Again, I am happy to provide as much detail as is required on notice; however, a substantial 
investment has been made at the Mandurah depot; indeed, there has been quite a significant improvement in the 
workplace and amenity at Mandurah. The site has been completely resealed. There are new working areas for the 
fleet management area, new parking facilities, new security facilities, new storage facilities for materials and a 
much more secure compound. The Balcatta site is undergoing quite a significant amount of investment at the 
moment. Previously unsealed areas of the site have been properly sealed. There has been an improvement in the 
environmental management of hazards, such as leaking oil from transformers. We have yet to reach other sites, 
but they are in the program of work to be done going forward. We have deprioritised, because as we have shifted 
resources away from administration and into field-based work, the previous demand for floor space no longer 
exists. 

Mr P.C. TINLEY: I refer to the safety aspects in the budget and to a $76 million spend on conductor 
management and bushfire mitigation projects. Some years ago, we had a significant issue with pole top fires. It 
does not seem as though there have been many, but maybe some are not reported. Can the minister provide 
detailed information about the reporting of the number of pole top fires? 

Dr M.D. NAHAN: I refer to Mr Italiano. 

Mr P. Italiano: We are very happy to give the member the specific number of pole top fires. It has been a big 
focus for the organisation. Pole top fires are not unique to Western Australia; however, the environmental 
conditions in Western Australia create a situation in which there is a much greater propensity for pole top fires in 
our network than there is in other networks. In brief, a pole top fire is caused by current leaking from the 
conductor to the wooden pole through the insulator. It does that because material builds up—dust, grime and 
salt—on insulators over time and the lack of summer rains in Western Australia means that that material does 
not wash off. Therefore, at the beginning of the winter season, there is a much greater likelihood of pole top 
fires. A lot of work has been done to put mitigating interventions in place, such as using different types of 
insulators and putting silicon in insulators to reduce the amount of material that builds up on them over the dry 
season. We also wash insulators periodically, so we roughly know how many years we can go without needing 
to do that. We keep detailed statistics on every pole top fire. We know exactly the numbers; they are reported to 
the executive team every month as part of our performance monitoring. I do not have that information on hand, 
but I am very happy to supply it to the member.  

Mr P.C. TINLEY: Can I get that information by way of supplementary information? 

Dr M.D. NAHAN: We will provide information over the last three years on pole top fires. 

[Supplementary Information No B41.] 
Mr F.M. LOGAN: During my time as Minister for Energy, a program was contracted to Heliwest to roll out a 
visual examination of every single pole in regional Western Australia. There were a series of camera angles from 
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corona through to infrared, which was all supposed to be linked back to a computer system. What happened to 
that program, which was a $10 million program? 

Mr P. Italiano: I recall the member asking a question on this matter last year. I have since found out that a 
program did run, but it did not cover every pole in the network. A large number of the areas covered were in 
Esperance and are part of the Horizon network. I understand that it has done quite an extensive program of pole 
renewal. However, we do have a program of work by which we are inspecting every asset in the network and 
capturing much more recent data on it. We occasionally use helicopters to do that, but at $7 000 an hour for the 
helicopter service, we find that it is a lot more efficient for us to send somebody out by vehicle and run a proper 
inspection program on ground.  

[4.00 pm] 

Dr M.D. NAHAN: Just further to that, Horizon took the helicopter up and did a lot of pretty interesting work 
about using mechanisms to detect the risk of fire and other damage to the poles. 

The CHAIRMAN: That is the end of the allocated time and that concludes the examination of Western Power. 
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