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INTRODUCTION

The Committee’s expenditure reporting function
1.1

It is a function of the Estimates and Financial Operations Committee (Committee) to
consider and report to the Legislative Council (Council) on the estimates of
expenditure laid before the Council each year and any matter relating to the financial
administration of the State.1

1.2

Government revenue goes into the Consolidated Account2, which is the major source
of funding for the State public sector.3 The ‘estimates of expenditure’ comprise the
Appropriation (Consolidated Account) Bills and the supporting documentation
(Budget Papers). These are presented to Parliament on an annual basis in order that
Government may access or ‘appropriate’ money from the Consolidated Account to
fund expenditure by the Government over a given financial year.4

1.3

This report relates to the Committee’s investigation into State expenditure and
financial administration of the 2013-14 budget cycle, focusing on the final stage of the
process: the 2013-14 annual reports.5

Annual reports
1.4

Annual reports are an important tool in assisting the public’s understanding of the
operations of government agencies, as well as ensuring financial and performance
accountability to Parliament.

1

Term of reference 3.3(a), Standing Orders of the Legislative Council

2

Subsequent to the assent of the Financial Management Act 2006 on 21 December 2006, the Consolidated
Fund is now called the Consolidated Account.

3

The major revenue sources for the Western Australian Government include taxes, imposts, fines, rates,
duties, royalties and Commonwealth Government grants: Constitution Act 1889, section 64 and
Financial Management Act 2006, section 8.

4

Constitution Act 1889, Section 72.

5

The 2013-14 Budget Statements were tabled in the Legislative Council on 8 August 2013. The
Appropriation (Consolidated Account) Capital 2013-14 Bill 2013 and the Appropriation (Consolidated
Account) Recurrent 2013-14 Bill 2013 were assented to on 21 October 2013.
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1.5

The Financial Management Act 2006 (FMA) requires departments and statutory
authorities to prepare annual reports for Parliament.6 Annual reports are to be tabled in
each House of Parliament within 90 days of the end of the financial year.7 The FMA
prescribes that the annual report contain:
a)

financial statements for the financial year

b)

key performance indicators8

c)

a report on the operations of an agency during the financial year

d)

any information prescribed by the Treasurer’s instructions

e)

if applicable, the extent to which the agency achieved any objectives
described in a resource agreement9

f)

if applicable, a report on the affiliated or related body that contains in respect
of the financial year the information prescribed by the Treasurer’s Instructions

g)

any other information required by a written direction given by the Minister.10

The Committee’s approach
1.6

The Committee conducted its inquiries relating to the annual reports hearings in
accordance with Committee’s procedure policy. The Committee:


examined selected annual reports



submitted questions to entities prior to interview hearings



conducted hearings with selected entities



requested answers to questions taken on notice during the hearings.

2

HEARINGS

2.1

The Committee held hearings on 4, 5, 7 and 24 November 2014 and from 8 to 10
December 2014.

6

Financial Management Act 2006, s 61.

7

Ibid, s 64.

8

See Treasurer’s Instruction 904: Key Performance Indicators, for further information about disclosure of
performance information.

9

See Treasurer’s Instruction 808: Resource Agreement, for further information about disclosure against
resource agreements.

10

Financial Management Act 2006, s 61.
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2.2

To assist the Committee in determining which agencies to examine, the Committee
asked all Members of the Legislative Council to nominate agencies that they wanted
to appear at a hearing.

2.3

The Committee changed its investigatory practice for this annual report process in that
it asked all agencies questions prior to hearing (rather than a select few). The content
and quality of the responses influenced which agencies were selected to appear at a
hearing. The Committee gave priority to conducting hearings with larger government
agencies.

2.4

Members were notified of the hearings and invited to participate. Details of the
hearings were posted on the Committee’s website at www.parliament.wa.gov.au/est.

2.5

On 4, 5, 7 and 24 November 2014, the Committee conducted hearings with the
following agencies:

2.6



Department of Education



Horizon Power



Department of Finance



Department of Health



Forest Products Commission



Water Corporation



Potato Marketing Corporation



Western Australia Police



Department of Fire and Emergency Services



Department of Parks and Wildlife and Swan River Trust



Insurance Commission of Western Australia.

From 8 to 10 December 2014, the Committee conducted hearings with the following
agencies:


Western Australian Land Authority (LandCorp)



Department of Regional Development



Disability Services Commission



Fremantle Port Authority
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2.7



Department of Lands



Housing Authority



Public Transport Authority



Department of Transport



Department of Child Protection and Family Support



Metropolitan Redevelopment Authority.

All hearings were public and the proceedings were recorded by Hansard. Full
transcripts of the evidence taken at the hearings can be found on the Committee’s
website at www.parliament.wa.gov.au/est.

Questions on notice
2.8

In accordance with the procedure policy, the Committee invited Members to submit
questions on notice prior to the hearings. Eight Members submitted questions on
notice prior to the hearings and the answers were given a public status and provided to
the Member prior to the hearing.

2.9

During the hearings a number of questions were taken on notice.

2.10

Where a Member was unable to ask all their questions within the scheduled period,
they were provided with the opportunity to submit those questions in writing at the
end of the interview.

2.11

Copies of the answers to questions provided prior to and after the hearings are posted
on the Committee’s website.

Subjects covered during the hearings
2.12

The Committee questioned each agency on their performance, expenditure and service
delivery.

2.13

This section provides a summary of subjects raised during the hearings. Refer to the
relevant transcripts of evidence and answers to questions on notice for a complete
record of the hearings.

Department of Education


4

financial assistance programs available to parents to assist in meeting costs of
attending school
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the use of debt collecting agencies by the department to obtain overdue fees
from parents



the voluntary participation fee for primary schools and high schools



livestock and farm produce costs



the department’s expenditure on advertising and market research



SWITCH teacher training program



the department’s use of an expert internal review group to identify
improvements to general school performance



resource allocation of schools that have gone through an ERG (Expert Review
Group) process



child and parent centres



enrolment numbers and maximising student accommodation in western and
northern suburbs



capacity constraints resulting from year 7 classes transitioning to high schools



discussion of NAPLAN (National Assessment Program Literacy and
Numeracy) results concerning high school students and its connection to
OLNA (Online Literacy and Numeracy Assessment) testing



strategies to manage student behaviour with the year 7 transition to high
school

Horizon Power


the decision to outsource engineering and project services and the tender
process



Pilbara Underground Power Project (PUPP) and funding sources including
funding from Royalties for Regions



charges to households serviced by the PUPP



expenditure reduction targets and the agency’s measures to achieve the
reduction targets



Horizon Power’s strategic review program



Horizon Power’s use of public private partnerships



expenditure on advertising and media agencies
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environmental matters; specifically, Department of Environments warning on
the clearing of bush land near the Mungullah power station



identification of 29 sites as being contaminated



cost of maintaining renewable energy



staff redundancies



energy delivery for Onslow, Wyndham and Hopetown



pole replacement program



Trans Alta power station.

Department of Finance

6



planning and delivery of government office accommodation



the cost reconciliation on Hale House and Diploma Construction



expression of interest for 11 000 square metres of office space in Joondalup



expression of interest for office space in Fremantle and Bunbury



relocation of Department of Parks and Wildlife to Bunbury



discussion on which Western Australia Police facilities might be flagged for
relocation to Murdoch



occupancy rates of office accommodation



accommodation at the old Treasury building



Elizabeth Quay and Grand Palace lease dispute



new energy concession system delivery for pensioners and seniors



accountability practices of agencies that purchase portable assets



construction subcontractor investigation recommendations



staffing levels



economic reform unit and the implantation of the ERA (Economic Research
and Analysis Division) microeconomic reform inquiry recommendations



Directors General Information and Communications Technology (ICT)
Committee



ICT purchases for government departments
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Department of Health


discussion on the department’s surveillance control and prevention of
communicable diseases role, specifically, the Ebola virus



South Metropolitan Health Service and workforce challenges



processes involved for staff transitioning to Fiona Stanley Hospital



merit based selection processes within hospitals (specifically catering staff)



discussion on the proportion of services at Fiona Stanley Hospital which have
received medical accreditation



use of the Staff Communication Plan with the Metropolitan Health Service



number of social workers in acute care and primary health care working in the
Kimberley region



the cost of social workers in acute care and primary health care working in the
Kimberley region



gaps in service delivery in the Kimberley region



new hospital staff transfer promotion package



shortages of doctors in country areas



increase in cost for St John Ambulance Service and the Royal Flying Doctor
Service



regional hospital capital infrastructure program



land sites identified for future disposal



Karratha Hospital (Nickol Bay Hospital) site



ten year mental health and drug alcohol plan



key performance indicators include a 20 per cent increase (cost per day of care
for non-acute-admitted continuing care)



staff leave liability



clinical services framework and the comparison of bed numbers



hospital parking fees



child health nurse recruitment



the interaction between the Country Health Service and Department of
Housing regarding staff housing in the Pilbara Region
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decommissioning of the Graylands Hospital.

Forest Products Commission


ten year forest management plan



the impact of forest protest activity



liquidation of softwood plantations at Gnangara and northern areas



softwood plantations in the central forest region



biological asset evaluations



the effect of forest product reductions on the affordability of housing



prescribed burning program



closure of sawmills in the south west native forest area



international market pressures for hardwood woodchips



commercial viability of the south west forest area



equity injection from government and equity contributions



cost of government trading enterprise



Auditor General’s findings



development of new markets for sandalwood



wood crops for Western Power



Forest Products Commission compliance report.

Water Corporation

8



strategic development plan and statement of corporate intent



cost of future services



training programs and Leadership WA



gender diversity in the workplace



sewer infill programs



ground water replenishment scheme



estimated leakage of water from the network



strategies to reduce leakage of water from the network
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leak rebates



recycled water targets



proposed sale of the southern metropolitan wastewater treatment plant



allocation of dividends for Water Corporation to Government



tension between Water Corporation and private contractors



Jandakot water treatment plant



maintaining rural water supplies by road transport



improving regional water services



Alkimos treatment plant specifically the land safety buffer.

Potato Marketing Corporation


explanation for the reduction in cash-equivalent assets by $1.2 million



explanation of the corporation’s regulated and non-regulated structure



comparison of regulated and deregulated markets



current role of the corporation in relation to potato growers in Western
Australia



relocation of the corporation from the Cockburn Road site to Department of
Agriculture and Food Western Australia headquarters



varieties of potatoes grown in Western Australia



growing trials



employment benefits expenses



Potato Corporation growers levy



number of prosecutions for breaches of the Potato Growers Licencing Act
1941



percentage of purchased potatoes by consumers being Western Australian
grown



the import and export of Western Australian potatoes.

Western Australia Police


key performance indicators; offences against the person (domestic assaults)



domestic violence and police orders generally
9
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internal review of domestic violence offences



strategies to reduce domestic violence



police recruiting



foreign exchange contracts



employee leave liability



target recruitment for sworn officers



redundancies for sworn officers and refreshing the Western Australia Police



non-operational sworn officer positions within the new operational model



workforce optimisation



public perception of whether drugs are a major problem specifically
methamphetamine



methamphetamine within the community



gun control and illegal firearms linked to methamphetamine use



processing times for firearm applications



grades of service in the Freedom of Information Unit



substantive equality



doubtful debts



State crime prevention grants



Police and Citizen Youth Centre grants



emerging issues with accommodation and infrastructure



mobile police facilities and closed circuit television



sworn officers attending crime forums with Members of Parliament.

Department of Fire and Emergency Services
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disposal of FESA House



salary increase for senior officers



employee redundancies



funding arrangements for volunteer brigades and acquittal process



the relinquishing of local fire fighting brigades by local government
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capital appropriations



the review of the emergency services acts



State Emergency Service in the northern suburbs



safety risk management



write-offs totalling $41 800 in bad debts



increase in the number of senior managers



mapping of bushfire prone areas



funding of new firefighting equipment



strategic asset management plan



capital appropriations and the Emergency Services Levy (ESL).

Department of Parks and Wildlife and Swan River Trust


contaminated sites reported to the Department of Parks and Wildlife



preparations for upcoming fire season



additional performance measures for prescribed burning



safety upgrades to the department’s fire trucks



employee training programs



Kalbarri National Park plan



merger with the Swan River Trust



pastoral leases management transition



closing off waters in department controlled pastoral leases



substantive equality requirements



Biodiversity Conservation Bill



Gnangara Regional Park



the Swan River seawalls in South Perth



Swan River shoreline assessment specifically the western foreshore



Elizabeth Quay development and water quality assessment



faecal coliform organism levels and phosphorous levels in recreational waters
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increase in the cost to supplies and services



environmental impacts to the Swan River and the development of the New
Perth Stadium.

Insurance Commission of Western Australia


Compulsory Third Party (CTP) insurance underwriting losses



projected profit and loss for 2015



CTP motor vehicle injury insurance affordability



Riskcover fund



destitution of funds between portfolios



catastrophic claims



fund modelling for the no fault scheme



heads of damages under the no fault scheme



cost of premiums under a no fault scheme



potential thresholds to be implemented in a no fault scheme



the relationship between investment returns and the ongoing underwriting
losses and its impact on premiums



compensation industrial diseases fund



investment division and investment returns



management and investment fees



increase in claims and causes



the dollar value that the Commission has recovered from right of recovery
claims



the type of action taken with regulatory agencies and ensuring the correct
level of cover specifically Transport and Uber.

Western Australian Land Authority (LandCorp)

12



social housing allocation, price range and maintaining public open space in
the Springs Rivervale project



defining affordable housing



specific targets for active open space
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active open space in the northern suburbs



developer contributions to the Springs Rivervale project



metropolitan region improvement plan and flow on impacts for Landcorp



time taken to develop land and deliver to the Western Australian Planning
Commission



land subdivision in small to medium country towns



land sales recorded in the 2013-14 annual report



fluctuations in the cost of development



market conditions generally



affordability in metropolitan residential land



rent revenue



land management within regional Western Australia



procurement of the Middleton Beach site



unsettled sales



the role of Finbar in the development of the Springs Rivervale project



the process of releasing the land to the market in the Springs Rivervale project



purchasing of land identified under the economic and employment land
strategy 2012.

Department of Regional Development


Ord East Kimberly project and the Kimberley Agricultural Investment Group
(KAI)



recent valuation of the Knox plain plan



KAI’s provision of infrastructure to the project



environmental considerations for the Knox plain plan



the country local government fund



projects funded by the local government fund



the Aboriginal critical community response fund



SuperTowns project
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remote communities and the use of Royalties for Regions funding



indigenous visitor hostel program and the Broome Hostel



impacts regarding the closure of remote Aboriginal Communities



Karratha Health Campus



Carnarvon aged care northwest health initiative



Hedland 125 service worker housing intervention package



Osprey Village



Pelago East stage 2 project



housing vacancy rates for Osprey Village and Pelago East



market trends and future demands for housing



‘Seizing the opportunity initiative agriculture program’ and funding the
‘funding of projects program’



infrastructure audit and infrastructure fund



regional freight strategy



comparisons between the Living in the Regions 2013 survey and Living in the
Regions-a Metropolitan view survey



increases to the average cost per funded initiative



other grants and subsidies defined



employee leave liability



artificial reefs in the southwest



regional boating facilities scheme and planning for the establishment of new
boat ramps and the refurbishment of existing ramps



new agricultural precincts in the Pilbara and Kimberley regions



Water for Food program



the Bigger Picture program and Royalties for Regions



Coral Bay seasonal workers accommodation



introduction of new fees to regional Western Australia



Royalties for Regions funding generally.
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Disability Services Commission


new effectiveness indicator



management of serious incidents



performance targets including family support average cost per service activity
and average cost per service user; difference between budget and target
figures



National Disability Insurance Scheme (NDIS) and its impacts on service
delivery



NDIS My Way evaluation contract



employee accidents, incidents and work days lost



employment opportunities for Aboriginal and Torres Strait Islanders



disability justice service



early childhood intervention services



quality assurance of service providers



service providers publishing annual self-assessment results



Health and Disability Services Complaints Office review outcomes



staff hired by labour hire companies



disability access inclusion plans



change to the format of the annual report



calculating serious incidents.

Fremantle Port Authority


power procurement and the use of renewable energy



lease agreements



transitioning between companies



processing capacity and the volume of freight movements



Western Australian Planning Commission’s strategic review of options for the
development of future port facilities



Kwinana Bulk Terminal



capital works delays
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employee reductions



statement of corporate intent



estimated trade value for both inner and outer harbours in 2013-14



safety review for mooring failure during storm surges.

Department of Lands


property asset clearing house and utilising state land within regional centres



Lazy Lands program in Karratha



strategic identification of land in regional Western Australia



public consultation process



asset management of State land



asset management process



review of reallocating government land to another agency



government land identified for priority sale



land holdings in the Town of Cossack



pastoral lease renewals



compliance of pastoral leases



pastoral lease usage diversity and permits



Ord expansion and developmental leases.

Housing Authority
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changed criteria for waiting lists



examination of policy requiring applicants to notify department in writing
whether house is still required



the Pelago East development



estimates for Government Regional Officer Housing (GROH)



shared equity program



demographics of applicants on waiting list who accessed the shared equity
program



public housing stock
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Project 125 (service workers accommodation) in Hedland



outstanding construction costs and income received for the Osprey Key
Workers Village project



demographics and rate of occupancy for the Osprey Key Workers Village
project



Aboriginal community housing under the national partnership agreement



stage one of the Hamilton Precinct in Hedland



determination of price of land in joint venture developments in the
metropolitan area



land developments around metropolitan train stations



Spotless contract pricing matrix.

Public Transport Authority


Metro Area Express (MAX) light rail project



draft master plan



rail capacity for Tonkin Highway and Reid Highway



airport rail line passenger modelling



Ellenbrook and Forrestfield passenger modelling



land acquisitions for the Forrestfield Station



examination of fares in relation to the implementation and repeal of the
carbon tax



patronage matters



reasons for the $60 million appropriation increase



provision of future revenue to government



Landgate and State Solicitor Office costs



grain freight rail network



parking at metropolitan transport stations



peak hour buses



bus shelters in the northern suburbs



interactive services mobile apps
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wifi at public transport stations



timeframe for the Yanchep rail extension



ordering of new railcars for pending rail projects



depot location for new railcars



Butler Depot



bus services operating out of Bullsbrook



bus services to Gidgegannup



rail crossings impacting on the airport rail line



concerns regarding the tunnel for the Wellington Street underground bus
station.

Department of Transport
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public transport master plan



Moving People Plan



Perth Freight Network plan



east-west rail feasibility plan and freight corridor plan



prosecutions of Uber drivers



north-south freeway corridor



additional river crossings



new outer harbour plan



cycle paths



grade separations of Karrinyup Road, Hutton Street and Scarborough Beach
Road



taxes and tolls on motorists



survey costs for commercial vessels



vehicle and driver licensing services



multi-purpose taxi driver complaints



number of multi-purpose taxis and service delivery for disabled passengers



regional taxi camera trial
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taxi lease plates



bicycle network plan.

Department of Child Protection and Family Support


efficiency dividend regarding out-of-home care placements



supporting children and young people in care; the management and number of
child protection cases



child protection operations within the Goldfields



Operation Deagon



Operation RESET (a multi-agency proactive community engagement intuitive



Remote Services Framework



StrongWomen groups



sexually transmitted infections (STI’s) and mandatory reporting



Auditor General’s finding around Working with Children Checks (WWC
Checks)



processing times for WWC Checks



resource allocation and employee numbers in the Working with Children
Screening Unit



examination of the Safe at Home program



Australian Institute of Health and Welfare report on specialist homeless
services



children with high and complex needs in the care of the Chief Executive
Officer.

Metropolitan Redevelopment Authority (MRA)


Elizabeth Quay sale of land



Chevron Australia Pty Ltd’s land purchase in Elizabeth Quay



Raine Square and the new Perth underground bus station



Full Time Employment (FTE) numbers in MRA offices



activities for the Armadale redevelopment area



community engagement for activities for the Armadale redevelopment area
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overcrowding in inner suburban schools



Midland master plan and Public Transport Authority rail yards



Convention Centre and Elizabeth Quay connection



Wellington Street cycle path



Scarborough master plan.

3

ISSUES ARISING FROM THE COMMITTEE’S INVESTIGATION

3.1

Evidence received during the course of the Committee’s annual report process is
usually made public by the Committee and posted on the Committee’s website, and
the hearings are held as public hearings. However, on occasions, the Committee
receives evidence from Ministers with a request for evidence to remain private or in
camera evidence.

3.2

Under Standing Order 175 of the Standing Orders of the Legislative Council, the
Committee determines what evidence is private, meaning that it shall not be disclosed
or published by any member or person, unless otherwise ordered by the Committee or
Legislative Council. In camera evidence shall not be disclosed or published by a
Committee Member of person unless otherwise ordered by the Council.

3.3

When considering a Minister’s request for confidentiality the Committee carefully
reviews the evidence and, where appropriate, seeks further clarification from the
Minister. This clarification, on occasion, requires the Committee to conduct a further
hearing with the Minister or the Minister’s representative in the Legislative Council
and the agency.

Horizon Power
3.4

An example of a request made by a Minister for evidence to remain confidential arose
in relation to the evidence provided by Horizon Power. This example demonstrates the
process that the Committee undertakes when considering such a request from a
Minister.

3.5

On 4 November 2014, the Committee and Hon Robin Chapple MLC (a participating
member), conducted a hearing with Horizon Power.

3.6

At the hearing with Horizon Power a number of questions were taken on notice.

3.7

The Minister for Energy, in his response to the Committee on 29 January 2015,
requested that the answers to questions B3, B5, B6, B9 (including the Strategic
Review Project business case) and B15 be received as in camera evidence under

20

SIXTIETH REPORT

Standing Order 175(1)(c). The Minister’s response is attached at Appendix 1 and the
Strategic Review Project business case is attached at Appendix 2.
3.8

The Committee resolved to give these answers and this report a private status.

3.9

The Committee published on its website the Minister’s answers to questions on notice
but redacted from this document the answers given a private status. The Committee
also informed Hon Peter Collier MLC, Minister representing the Minister for Energy,
of the Committee’s intention to hold a further hearing with the Minister representing
the Minister for Energy and executive officers from Horizon Power, to examine the
answers provided and ask why particular answers and the business case should remain
private. This hearing was held on 12 October 2015.11 The transcript of this hearing is
at Appendix 3.

3.10

During the hearing, Horizon Power and the Minister representing the Minister for
Energy asserted their request for the evidence to remain private. However, throughout
the hearing the Committee confirmed with Horizon Power that some evidence that it
had requested to remain private need not remain private.

3.11

After the hearing, the Committee also made further inquiries into the assertions of
Horizon Power executives concerning statements of corporate intent (see page 8 of
Appendix 3). As a result of those further inquiries, the Committee found that Horizon
Power had not submitted a statement of corporate intent to the Parliament for the past
three years.

3.12

The Committee considered the submissions from Horizon Power and formed the
preliminary view that the Committee was not satisfied that the answers to the above
questions should remain private.

3.13

On 22 October 2015, the Committee requested further submissions from Horizon
Power as to which parts of the business case required redaction (see Appendix 4). The
response from Horizon Power received on 11 November 2015 is attached at
Appendix 5.

3.14

The Committee also requested that Horizon Power submit the statements of corporate
intent for the years 2013-14, 2014-15 and 2015-16. The Committee’s request and
Horizon Power’s response are attached at Appendices 6 and 7.

3.15

On 16 November 2015, the Committee considered the further submissions received
from Horizon Power. The Committee formed the view that the submissions made by
Horizon Power did not provide sufficient reasons for the evidence to remain as private
evidence.

11

This hearing was not held earlier due to the unavailability of Members and witnesses.
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3.16

On 30 November 2015, the Committee resolved that the answers to the questions on
notice, the business case and submissions provided in relation to these documents be
made public and that this evidence to be incorporated into this Report.

Committee comment
3.17

The Committee has found that there is no uniformity in the requests made by agencies
through their responsible Ministers for evidence to remain confidential, and agencies
often do not provide adequate reasons in support of these requests.

3.18

Currently, the Committee is conducting a broader range inquiry investigating the
provision of information to Parliament. The issues experienced in the course of these
hearings and the requests for information to be kept private will be considered within
that broader context during the inquiry.

4

CONCLUSION

4.1

The Committee’s annual report 2013-14 process has now concluded. The Committee
did not initiate any formal inquiries as a result of this process.

4.2

Notwithstanding the issues identified above, the Committee was pleased with the
overall conduct of the hearings, the level of attendance and Member participation. A
good cross-section of questions were asked by both Government and non-Government
Members and a large number of issues were canvassed in the course of the
proceedings.

4.3

The Committee is committed to continually reviewing and refining its processes to
ensure that an effective and worthwhile estimates process is conducted. To this end,
the Committee will continue to consult with Members to improve the process.

____________________
Hon Ken Travers MLC
Chair
3 December 2015
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Hon Ken Travers (Chair)
Hon Peter Katsambanis (Deputy Chair)
Hon Liz Behjat
Hon Alanna Clohesy
Hon Rick Mazza
__________
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Hearing commenced at 3.41 pm
Hon PETER COLLIER
Minister for Education representing the Minister for Energy, examined:
Mr FRANK TUDOR
Managing Director-elect, Horizon Power, sworn and examined:
Mr DAVID TOVEY
Company Secretary, General Manager, Corporate Services, Horizon Power,
sworn and examined:
Mr MICHAEL HOULAHAN
Manager, Finance, Horizon Power, sworn and examined:

The CHAIR: On behalf of the committee, I would like to welcome you to the
meeting. Before we begin, I must ask you to take either the oath or the affirmation.
[Witnesses took the oath.]
The CHAIR: You will have signed a document entitled “Information for Witnesses”.
Have you read and understood that document?
The Witnesses: Yes.
The CHAIR: These proceedings are being recorded by Hansard. A transcript of the
evidence will be provided to you. To assist the committee and Hansard please quote
the full title of any document you refer to during the course of this hearing for the
record. Please be aware of the microphones and try to talk into them. Ensure that you
do not cover them with papers or make noise near them, and please try to speak in
turn. I remind you that your transcript will become a matter for the public record. If for
some reason you wish to make a confidential statement during today’s proceedings,
you should request that the evidence be taken in closed session. If the committee
grants your request, any public and media in attendance will be excluded from the
hearing. Please note that until such time as the transcript of your public evidence is
finalised, it should not be made public. I advise you that the publication or disclosure
of the uncorrected transcript of evidence may constitute a contempt of Parliament and
may mean that the material published or disclosed is not subject to parliamentary
privilege.
Obviously, the purpose of today’s hearing is to follow up on some issues that arose out
of some hearings that we had back in November 2014. A range of documents and
questions were taken on notice, including the provision of a couple of documents that
the minister asked the committee to keep confidential and be received as in camera
evidence. Obviously the committee, in considering that, wanted to have further advice
and to seek a discussion with the agency and through you, minister, the minister that
you represent. I think it is probably fair to say that the committee wants further
explanation of the damage or the harm that would be done by releasing it. Obviously
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today’s hearing is in public, but we have the option of going into private should that be
required at any point. My intention, though, is to go through each of the items where it
has been requested for the information to be kept private, and then at the conclusion of
that, we will go into private and deal with all of the matters in private as well. Unless
anyone wishes to make an opening introductory statement, I might start to go through
each of the items that the minister requested be kept confidential. The first one was
answer to question B3.
Hon ALANNA CLOHESY: That was mine. I asked for a breakdown of the funding
arrangements for the Pilbara underground power project. In particular, I asked for it by
area and the various components that go to make up the projects. That evidence was
provided but asked to be kept private; so the funding by program type by area, and of
course we have kept that confidential. The suggestion was that that information may
compromise tender work for future work but without any kind of explanation about
how it would compromise that and what that future work might look like. My concern
was that this is public money and that there needed to be some form of accountability
for the way in which that was being expended, and the way it was being allocated
across the whole project. I was also concerned to hear from you as to the way in which
it may compromise, in your view, a tender project, particularly as it is publicly
allocated, public money.
Hon PETER COLLIER: I have had a briefing with regard to the hearing, not
specifically with regard to the PUPP; that is all. Mr Tudor or someone else might
make comment on that. I am not specifically aware of that with PUPP but there were
some other areas that I had some commentary on, so Mr Tudor might like to comment.
Mr Tudor: Yes. The Pilbara undergrounding program work is still ongoing. We have
recently been completing a piece of work around the light industrial area, and we are
completing a piece of work around the Bulgarra area, and then we are seeking, and we
have gone back into the market to seek, tenders for the next phase of work, which will
cover Pegs Creek and part of the CBD. And the sensitivity was that as we go out to
seek tenders that tenderers did not have access to information to see how much we had
allocated, or could work out in some way how much we had allocated for that work.
We want them to tender based on a competitive process without any pre-knowledge of
what we might have allocated for the parcel of work. So we have now recently
tendered that piece of work, but we still have work that needs to be tendered for
electrical connections that will be done once civil works is completed in that next
phase; and then we will have Roebourne, which will have civil works and electrical
connections; and then we will have Ashburton and Onslow, which will go through the
same process. The parcels of work are getting smaller, but they are still material pieces
of work. Our only concern is that this information is not used by tenderers to actually
view how much we have allocated ahead of them being asked to be part of the
competitive process. As I say, that work is still ongoing. We have still to tender
parcels of work connected with Roebourne and Onslow.
[3.50 pm]
Hon ALANNA CLOHESY: But that information would already in part be in the
public domain when the awarding of tenders was announced, and the total cost of the
project; so in part that information would already be out there in the public domain,
would it not?
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Mr Tudor: There is certainly information, and certainly the Auditor General’s recent
work has put a lot of information into the domain. We are careful not to put any work
into the domain that actually parcels up the work and allows people to see—for
example, for Onslow—that this is what has been allocated so that if I was a tenderer I
could take that and that would give me already a starting point as to where I should be
targeting my tender. We do not want that to be the way that they approach the
tendering process.
Hon ALANNA CLOHESY: So in what way is the general public able to identify how
much each program has contributed to the total cost of the project, by area?
Mr Tudor: What I would say is that once the work has actually been tendered, at the
completion of the program of work we could make all information publicly available.
So, in the next subsequent estimates hearing, we could make available the work that
has already been tendered and awarded and delivered, and we can go through the
process of answering questions. It is just the sensitivity leading up to the parcelling of
the work and tendering of the work.
Hon ALANNA CLOHESY: If that was the case, why was the committee not
informed that that process could be undertaken when the answers were provided?
Mr Tudor: I am not sure. We highlighted the sensitivity and that is, I guess, why we
are back here to offer the explanation.
The CHAIR: You have the documents in front of you, including the bit that you asked
to be redacted?
Mr Tudor: Yes.
The CHAIR: Are the figures that are contained in that document for the funding for
each of those projects still the same today or have they changed since this document
was provided to the committee?
Mr Tudor: I would say they are the same. We have been holding to the capital cost of
the project, which is roughly the $230 million, from the beginning of 2012–middle of
2012. So I would say the costings are pretty much the same.
The CHAIR: All right. My apologies, because I am not familiar with all of the areas
of the Pilbara, but in the original question that was asked, it broke it up into Karratha,
Roebourne, Onslow, South Hedland and Wedgefield. Are any of those areas now
complete or is work still going on in each of those four areas?
Mr Tudor: Hedland is complete, so South Hedland and Wedgefield have been done.
The CHAIR: So is there any reason why that information could not now be made
public?
Mr Tudor: That information can be made public.
The CHAIR: Okay. Are those figures still accurate, then, for South Hedland and
Wedgefield, or could you provide back to us what the final figure in South Hedland
and Wedgefield was in each of the categories of the information that was requested
and that you provided?
Mr Tudor: If it is not the case, we would come back, but I believe the numbers that
we have highlighted here —
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The CHAIR: That is actually what it came in at?
Mr Tudor: Yes.
The CHAIR: That means that your ability to predict what the tendering process is
going to deliver is probably fairly good, if that is the case?
Mr Tudor: Yes. The revised program allows us to tender the work and have it
completed, and then go to the next parcel and go to the next parcel, which is one of the
significant changes.
The CHAIR: But if these figures have not changed in all that time between what were
then estimates to what are now final figures, that would suggest that your estimation of
what would be the cost for the industry to provide that information is fairly accurate,
would it not?
Mr Tudor: Yes, I think we —
The CHAIR: It is not as though you are just doing guesswork. It is based on sound
estimation.
Mr Tudor: Yes.
The CHAIR: Therefore, any competitive tendering process is only going to be around
whether or not companies are trying to get work at that particular point in time and are
prepared to try to put in a competitive tender to secure the work over another tenderer,
in which case it might help them to sharpen their pencils if they have some idea of
what the expectations are, would it not?
Mr Tudor: We have access to this information and we would much prefer to see a
process where tenderers approach the work, do a bottom-up exercise and put in a
competitive bid without guidance from us as to what we have allocated. In our case,
what we have allocated may include some contingencies and may include some
overheads, which if anything then might give them the sense that there is more —
The CHAIR: But you have not provided that information of contingencies and
overheads to the committee, have you?
Mr Tudor: No. I think the information in there includes all the fully built-up costs.
The CHAIR: Yes. Can you explain to me how that is any different from any of the
other capital works and asset investment projects that are outlined in the budget papers
every year? Why is your business different? The minister regularly has schools and
maintenance works and all the rest of it, and often estimated tender values are released
before government goes to tender. Why is it so unique that your agency needs to keep
it confidential? I mean, we know what the government expects it to cost when it goes
to tender for a new school, and we hope that the tenders will come in in a competitive
environment and the government will get the best price available.
Mr Tudor: I cannot comment on that. All I can comment on is the way that we would
normally do business, and as part of doing business we do not give tenderers an idea
as to how much we have allocated for the work. We give them the scope of work and
we ask them to bid on the work, based on their own bottom-up exercise, with whatever
contingencies they need to put in place.
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The CHAIR: But my point is the government and this committee deals with these
matters on a daily basis, and you are asking us to treat you differently from the way in
which capital works projects are done by government agencies on a daily basis. I am
trying to understand what is so unique about Horizon Power that this information
needs to be confidential when that sort of information is provided by agencies on a
daily basis.
Mr Tudor: All I can say is I cannot comment on that. All I can tell you —
The CHAIR: I am not asking you to comment on that. I am asking you to explain why
your agency is different. Why is it that your agency will be impacted by this
information being made public, because by implication, what you are saying is that the
rest of government is not getting the best price, because they release indicative prices
of what they have allocated in their budget for capital works?
Mr Tudor: No. I am not saying that at all. All I am saying is that when we normally
tender for work, we go out on a scope of work; we do not go out with an allocation to
give people guidance as to how much we have set aside to actually complete the work.
We prefer to see them do a bottom-up exercise to scope the work, put in place
whatever contingencies they need to, and go through a competitive process to give us
a bid, and then we will worry about the reconciliation to how much we have allocated.
If the desire here is to make sure that information is publicly available, then all we
would say is after we have done the work, we will make it available and have it fully
accounted for. That is simply the way that we would normally do our tendering work.
The CHAIR: I still do not understand how your getting the best price is compromised
by having what your indicative figures, and the sources of funding for those, are for
this project. I still have not got an explanation from you. I think you do need to explain
why you are different to the rest of government, because the rest of government is not
getting bad tenders because they do not keep that information confidential. So I am
just trying to see if there is an explanation for yourselves.
Mr Tudor: I think I would just be repeating myself. I have said that is the way we
normally conduct business. I am not passing any judgement on how the other parts of
government do business and how they tender for it.
The CHAIR: All right. Do any other members have any questions? If not, I am happy
to move on to the next item, the answers to question B5, which I think also picks up on
the strategic review. Can you explain to us again why that information needs to be
kept confidential; that is, the information that you have asked to be redacted in B5,
which was the strategic themes and the projected savings to be derived to achieve the
$100 million in annual savings? What is the impact of releasing that information and
making it public?
[4.00 pm]
Mr Tudor: Again, the intent of the work that was originally put together with the
breakdown was the subject of a board paper that was meant to be confidential. It was
highlighting a program of work. The program of work had indications about where
savings would be made, but as we go forward, that program of work is made up of
individual projects. Each one of those projects would be subjected to decision-making
and the project may be accepted or not accepted, and based on that, the outcome may
or may not be achieved. This, I think, probably confuses, and this is indicative and is
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meant, as I say, to deliver a program of work. We have subsequently made decisions,
for example, that are different from the ones that we anticipated in the original
business cases that sit underneath these elements. We had a core systems review that
had anticipated us changing all of our core systems to a single system that could be
provided out of the US. We have determined that that is not possible and we have
gone for a refinement of the existing systems that we have got and we are doing that
work. We anticipated relocating a control centre and in some way including it in part
of Western Power’s purview, but that has not been possible so we have made different
decisions. Individual projects that underpin this are moving in different directions. We
hold to the aspirational target of $100 million, but the program of work is taking shape
as we go through each individual project. Putting this out indicatively, I am not sure
what purpose it serves.
The CHAIR: It is not about what purpose it serves but what is the damage that is
done? Minister, maybe you can explain to us why it needs to be kept confidential. I
think you have the information in front of you. That type of information is not
dissimilar to information that you regularly release with respect to whenever the
Department of Education is engaging in efficiency drives within the organisation; I
will not say cost cutting, but trying to find efficiencies. But it is not uncommon for
governments and ministers to release information that explains where they expect to
be able to try to make savings and what their target savings for that are. I am trying to
understand why this is any different from the normal business of government where
you would do that regularly before this committee and in the house.
Hon PETER COLLIER: Certainly, from my perspective, the only reason that
something would be kept confidential would be commercial sensitivities for one
reason or another—in education, that is—or if there were individuals involved,
whereby the naming of individuals may cause grief or whatever it might be. They are
the two fundamental sacrosanct areas that cover education. That does not appear to be
the case here.
Mr Tovey: If I may, there were some elements. When we are looking at particularly
our generation review, midwest supply, you are not just dealing internally; you are
dealing with external organisations. Some of those went through different tender
processes. Being sensitive to existing suppliers as well at the time was something we
were cognisant of. There are other matters in there that are going to be subject to
government decision-making that are outside of Horizon Power’s authority to make.
The CHAIR: Is there any reason why this information needs to continue to be kept
confidential in light of what you have just said?
Mr Tudor: I think in the broad categories, it could be released. The qualifications
with it are that it is dated and that it is not going to form the basis of anything that we
hold to internally at the moment except the aggregate target. At the point in time it was
accurate, but it is dated and decisions have been made subsequently which take us in
slightly different directions and put different allocations across the different categories
that we have got in there.
Hon PETER COLLIER: There are staff sensitivities.
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The CHAIR: I understand that you might want to notify your staff first about some of
these changes, but I would imagine that would have been fairly early on in the piece
that you would have done that.
Mr Tudor: The numbers here in the high level are okay. When we go into the detailed
business cases, there are clearly staff numbers that are projected based on certain
decisions that are still to be made, so we would be very sensitive around those. This
particular table that we are looking at at B5, as I say, I do not have any issue with that
being released. The qualifier is that it is dated information.
The CHAIR: Thank you for that. So you are happy for that to now be released. Now,
B6.
Hon PETER KATSAMBANIS: In relation to the cost of the consultants used for the
strategic review, and through the minister, we are talking about the years 2012–13 and
2013–14. What is the reason to keep those figures from the public domain?
Mr Tudor: I think those numbers have already been released through parliamentary
questions, so I have no issue with that being released at all.
Hon PETER KATSAMBANIS: The ongoing cost?
Mr Tudor: There is no ongoing cost associated with consultants related to the
strategic review. There are certainly ongoing costs associated with developing each of
the projects that are going to deliver savings. We deal with each of those at the time
that we are putting them through our normal decision-making processes.
Hon PETER KATSAMBANIS: I guess that covers it.
The CHAIR: So there is no problem with B6. We move to B9.
Hon ALANNA CLOHESY: This was about the strategic review. The response to
why they could not be made public was that publicising the business cases may lead
Horizon Power customers to conclude incorrectly that their power supply will be
negatively impacted if the number of positions is reduced, both regionally and at the
Bentley support office. The initiatives identified by Horizon Power include safety and
reliability of power supply whilst implementing efficiencies either through new
technology or improved processes. Initiatives identified in the business cases may be
subject to change as those initiatives are investigated further. Is the information
contained in all the business cases now in the public domain?
Mr Tudor: No, none of this information is in the public domain.
Hon ROBIN CHAPPLE: Though you have made some media statements in relation
to staffing amendments coming out of those, so the staffing issues have been out in the
public domain.
Mr Tudor: Yes, you are right in part. We agreed to a program of work with the board,
and part of that program of work was some initial cuts that we made at the very outset
of the program. They were certainly announced and we were very mindful of dealing
with our staff respectfully, so we went through a very rigorous process in terms of
making announcements and making sure that people were appropriately placed or
assisted in moving out of the business. Subsequent to that, we are still in the throes of
making different decisions based on individual projects. As each one of those
decisions is made again, we would be notifying staff appropriately individually and
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working through that process quite rigorously on each occasion. The business cases
projected a program of work over three to four years and anticipated decisions would
be made in a particular way. Some of those decisions, as we now know, have not been
made in exactly the same way and staff have not been affected in exactly the same
way. On each occasion we have actually gone through that process. Our concern here
would be certainly what you have outlined but also the fact that there is a projection on
staff numbers and impacts that may not materialise. We are quite mindful of managing
that on a project-by-project basis to make sure that people are appropriately and
respectfully dealt with.
[4.10 pm]
Hon ROBIN CHAPPLE: Could not those specific figures be redacted?
Mr Tudor: In one version we certainly redacted —
Hon ROBIN CHAPPLE: Oh, sorry. This is the first time I have seen the documents.
Mr Tudor: We have given the raw documents and we have also looked at the
documents and said, “What is the absolute minimum that we would need to redact?”,
where we felt sensitive and it is typically to what the minister has said, staff numbers
or staff sensitivities and also particularly third parties where we have made speculative
comments, or where the third parties may be involved in tendering processes. Those
are commercially sensitive areas. We have got two versions of the documents in front
of you: the raw documents, plus where we have redacted parts of the documents.
Hon ALANNA CLOHESY: What was that part that you mentioned about third
parties making speculative comments?
Mr Tudor: Us making speculative comments about third parties, as to what they may
or may not do based on programs of work that we might implement.
Hon ALANNA CLOHESY: But on the other hand, of course, there are consumers
who may speculate anyway, without having any clear information about the likely
impact on the cost of their power, for example. Without the information, that
speculation is allowed to fester, surely?
Mr Tudor: No. If I can? We do not expect it to impact customers negatively at all; in
fact, it is positive in terms of reliability and the focus of the work. In terms of what
customers are then paid, it is subject to uniform tariff, which is a government policy
decision, so the savings that we would make through the program go back into
government. Government will separately make a decision as to where it wants to see
prices—electricity prices and uniform tariff—outside of what we have contributed
back.
Hon ALANNA CLOHESY: But one of the reasons that the committee was provided
with was that if public information was released into the public domain through the
processes of this committee, then that could cause customers to speculate about cost
increases. Surely, the lack of information could also cause speculation?
Mr Tudor: It is not about cost increases; I mean, we talked about reliability. We
wanted to, and we certainly assured people that reliability would not be impacted. In
fact, it would, we believe, be improved by focusing our funding where we needed to
on priority areas, always continually improving that process. The fundamental
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question here—the papers that we originally prepared were, in our mind, never meant
to go public. They were for a board presentation to actually outline a program of work
that we wanted to deliver within the business. So there is that. If there is a desire to
actually have those documents released, then we have got redacted versions in there
and they do go to the point that the minister has made around sensitivity around staff
and sensitivity around third parties, whether it be comments that we make about what
third parties may do or about third parties tendering for work.
The CHAIR: In light of the fact that these documents now go back to pre–November
2014 and I think sometime before that, surely staff and potential redundancies,
changes to work practices—you would have notified the staff by now about any
potential options with respect to changes to work practices and redundancies, would
you not?
Mr Tudor: Yes. Where the programs have been complete, yes. Where there is still
work to be done, in some cases that might have an impact and that is still to be done
and worked through and decisions to be made. It is an ongoing program of work which
does not finish until the middle of 2018.
The CHAIR: But have you not even identified to the staff the areas in which there
may be work still going on, which may lead to redundancies or start reductions in
staff?
Mr Tudor: We are managing our staff very rigorously and very appropriately around
the individual projects and how they might impact.
The CHAIR: All of those items have already been identified. The general thrust of
where you are looking has already been identified to your staff? So they would be
aware that you are already engaging in business case and planning for changing your
business model.
Mr Tudor: Yes.
The CHAIR: So, if this document was to be released, it is not going to become news
to those staff members that there is a possibility that in that area there will be
redundancies or reductions in staff numbers. Is there anything in these strategic
documents that would not be, in general terms, known to the staff?
Mr Tudor: Where we have redacted, they are the areas that we are absolutely
sensitive to and as I say —
The CHAIR: I understand at the time, but I would have thought that the
circumstances have significantly changed since then. I am trying to understand at this
point in time why they now still need to be confidential.
Mr Tudor: Some of the information is out, so we have delivered about 70 per cent of
the programs. So, roughly, roughly, 70 per cent of the work is out there. There is work
in train that is still to deliver. Staff will be aware of that to different degrees. There
will be still some things in there that we have not gone through and developed projects
for, which we would be still needing to be done and staff still needing to be informed.
It is an ongoing program of works, some of which has already been done and is
history, some of which is still to come.
The CHAIR: Are you required to present a statement of corporate intent?
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Mr Tudor: Yes.
The CHAIR: When was the last one signed off and presented to the Parliament?
Mr Tudor: We do that every year.
The CHAIR: I have been doing a search on the Hansard and I cannot find one that is
jumping out as a statement of corporate intent since 2013.
Mr Tudor: David, correct me if I am wrong, I think we produce one every year as we
are obliged to. We produce our strategic development plan and an accompanying
statement of corporate intent.
The CHAIR: Maybe you can take that as a—some of the information that you have
redacted in this document, it would strike me as information that would normally be
included in a statement of corporate intent. That is why I am trying to work out why, if
that is the case —
Mr Tudor: I am not sure that we project staff numbers based on speculative projects
in a statement of corporate intent.
The CHAIR: No, but some of the stuff that you have asked to be redacted would be
information that I would normally expect to see.
Mr Tudor: Would that be the case, David?
The CHAIR: Maybe if you could just —
Mr Tudor: Whereabouts would you be looking specifically?
The CHAIR: Page—although I notice that the page numbers change as a result of the
redactions. On the redacted version of part C, phase 2, there is some of the information
on page 5.
[4.20 pm]
Mr Tudor: I guess the issue with all of this information is that it can be misinterpreted
and taken back to staff numbers, and that is a thing that we would be concerned about,
particularly because it is subject to individual projects, which may or may not have an
impact on staff, and whilst some of it has already been delivered there is still some to
be done.
The CHAIR: That is the ordinary business of government. I mean, the minister has
made announcements many times in other agencies that you are targeting
redundancies in a certain area—education assistants was one. There is still a lot of
work that then goes on after that, and I am still not seeing where the damage is by this
information being released.
Hon ALANNA CLOHESY: And in fact if actually that really was the case, then the
top line of that table, that 236 FTEs would leave the business, would be redacted,
would it not?
Mr Tovey: I am not sure where you are reading from.
Hon ROBIN CHAPPLE: On page 5 —
The CHAIR: — of part C, the business case, which is the earlier document, the one
before, part C, page 2.
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Mr Tudor: If we have allowed that, that part has actually been announced in the
beginning of the program, so we had 240 people leave the business. We made those
announcements, and we informed those staff.
Hon ALANNA CLOHESY: When?
Mr Tudor: At the end of December 2013 and the middle of 2014. Those milestones
are behind us; there are still milestones in front of us.
Hon ALANNA CLOHESY: When we received the document, had the public
announcements been made?
Mr Tudor: When you received it on 4 November, I think we would have made the
announcements. I think we met on 4 November 2014. I cannot recall, but it would
have been around that time that we were making announcements.
Hon ALANNA CLOHESY: So your argument is that if you were concerned about
staff being worried about their job loss was the reason that you redacted certain parts
of that, if that were the case, then why was that not redacted, and why was the righthand column on that particular table redacted?
Mr Tudor: I cannot comment on the timing. As far as the 236 is concerned, I think
that is history, and that is being dealt with with staff, so I am happy for that number to
go public because we have made that public previously. I cannot comment on the
exact timing, but it would have been around the time that we were making
announcements, so there would have been perhaps some sensitivity there. As I say, our
only residual concern in this is that there are still programs of work which might have
impacts on staff or may not, so the aggregate numbers is something that would be
sensitive.
The CHAIR: I might allocate A1, if you can come back to us with the statement of
corporate intent when it was last tabled. Are there any more questions on these
documents, because I have one?
[Supplementary Information No A1.]
Hon ROBIN CHAPPLE: If I may, on the redacted version of business case B,
complex projects, I turn to page 11, which are the only redacted parts of that document
as far as I can see. Quite clearly, I am talking with BHP and Rio about regional
infrastructure, I am talking to Alinta about regional infrastructure there. I think that is
very much in the public debate at the moment, so why that would be redacted I would
not have a clue.
Mr Tudor: Only because this is an internal document and we do not want to pass any
judgement on what BHP or Rio might intend to do with their infrastructure, and so that
would be the only comment. That is a decision for their businesses, for their
shareholders.
Hon ROBIN CHAPPLE: All you are doing is talking about the third-party network,
the only regime of which is out in the public domain and is being discussed by many
people.
Mr Tudor: We would not want this to be interpreted as Horizon Power supporting a
third-party access regime over the assets of Rio or BHP. That is not a stated position,
so that association could be taken out of context, and we would certainly be concerned
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about that, because we do not have a view on that. That is a view that Rio and BHP
would need to take in terms of third-party access to their infrastructure.
Hon ROBIN CHAPPLE: It is okay if you want to redact them, but I think everyone
is going to know exactly what we are talking about anyway.
Mr Tudor: At the moment we are talking about a third-party access regime that could
involve Horizon Power.
Hon ROBIN CHAPPLE: And Alinta and many others.
Mr Tudor: Yes, but it is pure speculation, and I think I would not want this to actually
fuel the speculation in any kind of unintended way, so I do not think it adds to the
public debate. I think, as you say, Robin, it is obvious who owns assets up there, and it
will be a decision for each of those individual shareholders whether they want to
participate in an open access regime or not.
Hon ROBIN CHAPPLE: I think we know what their position is.
The CHAIR: Can I just ask a quick question? With respect to that page, Horizon
Power part C business case, on page 7.
Mr Tudor: Is it phase 1 or phase 2, I beg your pardon?
The CHAIR: Phase 1, in the first document, on page 7. There is a map of Western
Australia. Can you explain to me why the information in that shaded area needs to be
redacted?
Mr Tovey: I do not think we redacted anything. I think it is caught up in the editing.
Mr Tudor: I do not think there is anything in that that is redacted. I think that might
have been the printer.
Hon ROBIN CHAPPLE: I was wondering why it was not blacked out when I saw
the other one.
Hon ALANNA CLOHESY: So that is considered public?
The CHAIR: You are happy for that to be made public, I take it?
Mr Tudor: At a point in time that was what was being contemplated. There have been
changes made to that since.
The CHAIR: I am not even sure what is there, though. I do not know what would be
confidential about it; it just identifies the locations and the sizes.
Mr Tudor: The only thing is that it does have an impact on the way we have set up
the organisation, so each of those areas includes the number of towns that would be
looked after by one regional manager and one regional group, so where individual
towns fit in and how many of those shaded areas we have got dictates the number of
regional managers and the scope of their operations. But those decisions have been
made and so certainly within the organisation we are quite comfortable for that to be
released, so there is no issue there.
The CHAIR: Just before we leave these documents, I noticed recently that in answer
to a parliamentary question it was indicated that Horizon Power had spent $156 357.86
on private forensic investigations. Was that money spent investigating the leaking of
these documents?
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Mr Tudor: There were two or three areas that we had. It was not in reference to these
documents, but David will correct me if I am wrong—we had a case where, I think—
we normally use private investigators that are part of the large four accounting firms to
actually look at anything where we have reason to believe that there has been
misconduct. We certainly have had documents—I am not sure whether it is these
documents specifically—that have been leaked and that is a clear breach of
employees’ responsibilities, and we have had an investigation of that. We have also
had investigations related to credit cards. I think we have had investigations related to
some other matters that have been brought up. As a part of normal business, we would
be investigating those and having independent parties do that so we get a proper and
objective assessment.
The CHAIR: Just moving through, the next item is B5, which is the take-or-pay
component of the Horizon Power contract with TransAlta.
Hon ALANNA CLOHESY: B15, that would be.
The CHAIR: B15. Is this information reported anywhere else in the public domain?
Mr Tovey: No, it is not.
The CHAIR: Is there a requirement for it to still remain private?
Mr Tudor: I believe there is, because at the moment there are a number of mining
companies looking for power supply from a competitive market, and we are playing in
that market, so this could be used by competitors to actually understand better our cost
structure and the way that we that we might approach that tendering process.
The CHAIR: But this is your take-or-pay, rather than what you are selling.
Mr Tudor: Yes, but it still gives people an understanding of what our cost structure
might look like and therefore the way that we might put that together in a tender for
supply.
[4.30 pm]
The CHAIR: Was TransAlta consulted by the minister regarding whether or not that
information should be kept confidential prior to you making the request for it to be
kept confidential?
Mr Tudor: I am unaware whether the minister—I do not believe we have taken that
up with TransAlta. I am not sure whether the minister or his staff have.
The CHAIR: You have not, as an agency, though?
Mr Tudor: No, I do not believe so.
The CHAIR: Is it clearly identified as commercial-in-confidence information in all
the documentation you have regarding those figures?
Mr Tudor: I believe it would be because it is included in our supply agreement with
TransAlta and that entire supply agreement would be confidential and commercial-inconfidence information.
The CHAIR: Subject to the Financial Management Act of it being made available to
Parliament.
Mr Tudor: Of course.
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The CHAIR: In terms of that contract, though, the fact that that would be known, how
does that impact upon your ability to negotiate because you are not going to be coming
in at below cost, are you? Your issue will be more about what your competitors are
offering in terms of power supply to mining companies, would it not?
Mr Tudor: I think all of that is the case, but I think in a competitive process—there is
a number of mining loads and a larger loads that are looking for competitive power in
the Pilbara at the moment—some of them have requested tenders that we have
participated in. Some are still in the process of evaluating and are still to be negotiated.
So, I think my sense would be that any information that you give your competitors is
information you would rather not give them until those processes have played out.
The CHAIR: Will there be a time when that information can be released?
Mr Tudor: Yes. The infrastructure is still being built and the contracts were signed
fairly recently, so I would suggest, you know, once this major spate of projects has
secured their power supplies and you have had the passage of another year or two,
then this information can certainly be released. But at the moment it is still very
contemporary and being used by us to inform how we tender and could be used by
competitors to better understand how we might be positioning ourselves.
The CHAIR: Again, with most government contracts when they are finally released,
the value of the tender is released. Is there any reason why the value of this project in
the net present value terms could not be made public?
Mr Tudor: I think in aggregate terms it may have been; I am just trying to recall what
might have been released as a result of it. But I think the aggregate is not a problem in
terms of indicative costs around how much the power station would cost TransAlta.
They would have had to make some releases to their equivalent of the ASX, I would
have imagined, in Canada. We certainly would have given some parameters about
what we have signed up to. So I am not sure how much of that has been made public,
but I believe you are right; in aggregate terms, we do not have an issue. It is when you
get down into what are the components.
The CHAIR: The last question I have is: in the covering letter from the minister, it
indicated that the material is sensitive and that publication of this material could serve
to distract Horizon Power such that their personal safety and Horizon Power’s
customers could be severely compromised. Could you explain that statement to us? I
assume you provided that advice to the minister. What do you mean by “their personal
safety”?
Mr Tudor: What we would have been concerned about is speculating about staff
numbers and then getting staff to be concerned about their individual positions and
therefore they become preoccupied with that and therefore become less diligent in
terms of safety. We just wanted to make sure that we had and were managing our staff
in giving them the information through our normal processes and did not have to
contend with speculation about where things might go to.
The CHAIR: But your staff are aware that you are going through a major review of
your business with $100 million dollars’ reduction in the subsidy as the target.
Mr Tudor: Of course.
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The CHAIR: Will that lack of clarity—the lack of transparency, the lack of openness
about how you are going to achieve it—not create more uncertainty and more
distraction to your staff than giving them some idea about the areas in which you are
considering reaching that $100 million target?
Mr Tudor: If I may, we have been very open with our staff in terms of the impact of
the program. The 240 staff reduction through two phases was communicated to
everybody at the same time; individuals were notified. We were very, very careful
about the way we managed that and the way that we released that information
publicly. The only residual issue here is that if any of this gets misinterpreted, or is
confused or misunderstood, we do not want any other confusion to impact our staff,
whether it be one or more than one in terms of how they go about doing their business.
The CHAIR: My experience, though, is the lack of information about what
management is doing is where you get the most concern and confusion amongst staff
and the ability for people to start rumours is when there is a lack of clarity about what
you are doing. I would have thought in terms of the sort of risks of management of
something like this, you would be looking at making sure that your staff are fully
engaged on all of the areas. I would have thought that the advice would be to be open
and up-front with the staff and your customers.
Mr Tudor: I totally agree and that is exactly what we have done through the entire
program. We have been at pains to do that. All I am saying, I think, is that if there is
any information in here that continues to fuel anxiety where it is not needed, then I
would like to not see that happen rather than see it happen. I would like the
communication to come from within the business to its staff, which it has been. To
date, it has been—I believe—a well-run program. I just want that to be the case and to
continue that way.
The CHAIR: I can understand why you would not want this document released until
you have the chance to talk to your staff about it—I completely understand that—but I
would have thought at this point in time, you would have had that conversation and
that you would now be able to have these documents released.
Mr Tudor: For 80 per cent, 90 per cent, more of the staff, that is the case. There may
be some residual programs which we are still looking at, which may fall outside of
what you have just said.
The CHAIR: If there are no other questions from members about these matters, we
will close the hearing with respect to Horizon Power, minister, and move on to the
Department of Education. Obviously, there is a range of areas there where we have, I
think, come to some agreement, so what we might do is try to get our staff to discuss
with you in more detail about getting a new redacted version of what you still think
needs to be kept confidential.
Thank you for your evidence before the committee today. A transcript of this hearing
will be forwarded to you for correction of minor errors. Any such corrections must be
made and the transcript returned within 10 days from the date of the letter attached to
the transcript. If the transcript is not returned within this period, it will be deemed to
be correct. New material cannot be added via these corrections and the sense of your
evidence cannot be altered. Should you wish to provide additional information or
elaborate on particular points, please include a supplementary submission for the
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committee’s consideration when you return your corrected transcript of evidence.
Thank you for your attendance today.
Hearing concluded at 4.37 pm
__________
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