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Context and Audit Scope 

The Pilbara Underground Power Project (PUPP) will replace overhead power lines with 

underground supply for 5 600 residential and industrial lots in Karratha, South Hedland, 

Roebourne and Onslow. The project was planned to cost $132 million and take three and a half 

years, and finish in December 2012. 

Like other underground power projects, local government share the cost with the state. In PUPP, 

the state would contribute $100 million through Royalties for Regions (RfR), and local 

government authorities were to provide $30 million. In similar projects the funding split has been 

50-50. 

The Department of Local Government and Regional Development (now Department of Regional 

Development (the Department)) had to bring together and assess the project proposal and 

administer the funding agreement. The Office of Energy (OOE) developed the original PUPP 

costings. Project oversight rested with a steering committee including the Department, OOE, the 

Pilbara Development Commission, local government authorities and Horizon Power (Horizon).  

Horizon was chosen to deliver PUPP. Horizon contracted separate companies for the 

undergrounding works in Karratha and South Hedland. Work started in Karratha in 2010. The 

initial contractor stopped work in 2012 and another contractor is now in place. Work began in 

South Hedland in 2012, completing in 2013. Work has not started in Roebourne or Onslow.  

The focus of our audit was to assess how the Pilbara Underground Power Project was planned, 

funded and managed. We focused on three lines of inquiry: 

 What is the status of PUPP against its original scope, timeframe and costs? 

 Were risks to delivering the project adequately identified and managed?  

 Has Horizon Power effectively addressed the deficiencies in the management of PUPP? 

Audit Conclusion 

Completing the Pilbara Underground Power Project is forecast to cost up to $122 million more 

than originally budgeted and will take until 2018, six years later than planned. The state 

government, through the Royalties for Regions program, has funded $75 million of this additional 

cost. Horizon has incurred nearly $29 million. Most of this increase has been for works in 

Karratha. The City of Karratha’s contribution has remained at about 25 per cent of the total 

budget, but risen to $34.55 million.  

A number of factors in the planning and management of PUPP combined to cause the cost 

growth and delays in the project. The original budget of $130 million and completion date of 

December 2012 were unrealistic and did not reflect local conditions. The funding decision did 

not include a robust assessment of the feasibility of delivering the project as planned. External 

oversight was not effective in providing visibility of project progress and risks. Horizon 

underestimated the scope of works, and in the early stages of the project did not monitor 

progress closely enough and did not adapt its management to the project risks.  



 

 

Office of the Auditor General Western Australia 

Follow us on  

Twitter @OAG_WA 

Download QR Code Scanner app 
and scan code to access more 
information about our Office 

Since early 2012, Horizon has improved its contracting, planning, management and oversight 

of the project. These changes address the problems experienced in delivering PUPP, and 

improve the likelihood of meeting the revised completion date and budget. 

Key Findings 

 PUPP is forecast to cost $252 million and be completed by June 2018, six years later and 

$122 million more than first approved. The state government agreed in 2014 to contribute an 

extra $75 million.  

o estimated cost of works in Karratha (including Roebourne) is $138 million, up from $75 

million, including $34.55 million from the City of Karratha. Work in South Hedland ended 

in December 2013, costing $54 million, up $7 million. The Town of Port Hedland will 

contribute $11.3 million. Works have not begun in Roebourne or Onslow 

o Horizon spent almost $22 million of its own funds on top of the $230 million budget.  

 The assessment of risks and costs supporting the decision to provide funding for PUPP was 

not sufficiently robust.  

 Horizon’s initial management of PUPP did not adequately address project risks, reflecting its 

inexperience in large undergrounding projects.  

 Horizon’s oversight and management for the initial contract in Karratha was inadequate. 

 Cabinet required an external steering committee to approve funding disbursement and 

monitor progress. The committee of Horizon, DRD&L, OOE, PDC and local government 

authorities never functioned as intended. It had oversight but no control of funding, and 

Horizon rarely sought approval for major decisions. 

 There are improved aspects of oversight, but some weaknesses remain: 

o DRD now has a phased approach to releasing funds, and releases funds based on 

progress 

o the committee has new terms of reference, but still lacks decision-making powers.  

 Since 2012, Horizon has improved its budgeting, contracting and project management of 

PUPP, and is now confident that it will deliver the project within the revised timeframe and 

budget. 

 Horizon engaged a specialist consultant to regularly reviewing expenditure and cost 

forecasts, giving give extra assurance. This is now required under the funding agreement, 

and must be shared with the steering committee. 


