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Mr Mark McGowan; Mr Dean Nalder 

PERTH FREIGHT LINK — INFRASTRUCTURE AUSTRALIA REPORT 

637. Mr M. McGOWAN to the Minister for Transport: 
I refer to the Infrastructure Australia report on the Perth Freight Link that notes there are, and I quote, 
“significant risks around estimated costs” and that, and I also quote, “so much of the work relating to 
deliverability has yet to be completed”. 

(1) How is it that this project is $167 million more than what the minister claims it will cost? 

(2) With the state budget already under extreme pressure, who will meet the additional $167 million cost? 

Mr D.C. NALDER replied: 
(1)–(2) I was getting nervous that I was not going to be asked a question today. I am still recovering from the 

fact that the member for Cannington called me a racist for referring to the Leader of the Opposition as 
coming from New South Wales! I am still struggling with that one. 

I would have thought that by now the Leader of the Opposition would understand the difference 
between a P50 and a P90 rate on contracts that we established, and the way the commonwealth funds 
the contracts and our budgets in this state. Let me say that the commonwealth funds our budget at 
a P50. I will explain for members what a proper definition is, just in case they do not understand. It is 
a P50, not a P90 budget estimate, because a realistic cost is the mid-point estimate. It is also — 

Ms M.M. Quirk interjected. 

The SPEAKER: Thank you. 

Mr D.C. NALDER: A P50 estimate includes costing for 50 per cent of the risks. 

Several members interjected. 

The SPEAKER: That is enough! 

Mr D.C. NALDER: A P90 includes estimates for 90 per cent of the risk, which is not realistic. I would like to 
say that over the last year, because of the economic climate, our contracts are coming in at significantly less than 
a P50. We are actually fulfilling contracts at the moment and receiving tenders for 30 to 50 per cent below 
P50 estimates. 

Infrastructure Australia has assessed it at a P90, which assumes 90 per cent of all the risks come true, which is 
actually a very conservative estimate—the P90. The federal government does not provide budgets based on that 
P90; it does it on a P50 value. This so-called blowout is because Infrastructure Australia has assessed it on a P90. 
That is quite explainable. It is something that has been going on for decades; something that occurred when the 
Leader of the Opposition was in government, and he should understand it. What we are saying is that IA has 
assessed it very conservatively, and has assessed it on a benefit–cost ratio of 2.5. 

Mr D.J. Kelly interjected. 

The SPEAKER: Member for Bassendean, I call you to order for the second time. 

Mr D.C. NALDER: A benefit–cost ratio of 2.5 means that for every dollar we spend, it will deliver $2.50 back 
to the Western Australian economy. That is in an outstanding project on any measure. 

This is at the conservative P90 estimate. The P50 estimates lifts the benefit–cost ratio to 2.8, which is what we 
have been on record as saying in the past. There is no cost blowout and we are also out to tender at this point. 
They are about to come in and will close very soon. At that point we will know exactly what it is going to cost. 
The opposition is trying to entertain and mislead the broader community about what this government is doing on 
this project. This is well thought through. Roe 8 is one of the most planned pieces of road in Western Australia’s 
history. It is a great project for Western Australia. 

Mr W.J. Johnston interjected. 

The SPEAKER: Member for Cannington, I call you to order for the second time. 
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