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Horizon Power — 
Mr N.W. Morton, Chairman. 

Dr M.D. Nahan, Minister for Energy. 

Mr F. Tudor, Acting Managing Director. 

Mr D. Tovey, Company Secretary/General Manager, Corporate Services. 

Mr E. Brereton, General Manager, Power System Services. 

Mr B. Hamilton, General Manager, Commercial Services and Finance. 

Mr P. McCarthy, Principal Policy Adviser, Department of the Premier and Cabinet. 

[Witnesses introduced.] 

The CHAIRMAN: I call the member for Cannington. 

Mr W.J. JOHNSTON: I refer to the temporary power project in Port Hedland on page 636 of the Budget 
Statements and what is happening with the Forge Group. On 20 March, Hon Kate Doust asked the following 
question without notice in the upper house on my behalf — 

(2) Does Horizon Power have a claim against Forge as a creditor; and … 

(3) Did Horizon representatives attend the creditors meeting on Tuesday, 18 March … 

The answer to the first question was that it was — 

commercially confidential, as Horizon Power is in the process of renegotiating contracts … 

We extensively discussed the temporary project in estimates last year. Where are we at with the project generally 
and what is the current cost of the completion of the project? 

Dr M.D. NAHAN: I will ask Mr Tudor to give the member a summary of where the project is at. As the member 
knows, it relates to the receivership of Forge, where we think we are going from that and the potential impact on 
Horizon. 

Mr F. Tudor: We had a design, build, operate and maintain project with Forge. It had been running for about 
12 months. Fortunately, or unfortunately, we were about two weeks away from commissioning the generators. It 
went into receivership and administration. We made an assessment that we would terminate our contract with 
Forge. We went about securing the site to ensure that it was safe. We re-employed a number of the Forge people 
separately to ensure that we had continuity, and we had been progressively finishing the balance of plant. We 
have also been seeking to negotiate with the owners of the generators to re-establish a contract for us to use that 
equipment for the next two to three years until we put in place permanent generation. That has been somewhat 
complicated because there is a dispute in the ownership of the machines between APR Energy and the receiver, 
KordaMentha. That was proving frustrating, as I said, but recent developments suggest that it will be able to 
decouple its ownership dispute, deal with that separately and provide us with some certainty of being able to deal 
with it for the two and a half to three years that we need the bridging capacity. That is playing out at the moment. 
We are also mindful that that may not lead to a successful outcome. 

Separately, we are very diligently protecting our commercial position and we are looking to safeguard an 
alternative. The alternative has already begun in parallel. We are talking to the market. We know that within the 
time frame that we are talking about, which is next summer, we can have the requisite capacity installed through 
alternative means. It does offer some advantages in the sense that we have not obviously consummated the 
original Forge contracts. We have not been paying the leasing costs for that equipment over this last summer and 
through this winter period, so that is a saving. We have also successfully defended our position with respect to 
some outstanding claims that Forge thought we should be paying. We are also a creditor, as the member 
suggested. We also have some insurance bonds and some contingency. Our assessment at this stage, based on the 
facts as we see them, is that we should be able to ensure security of supply either through the KordaMentha–
APR route or an alternative, and we should be able to do it under the original budget. 

Mr W.J. JOHNSTON: As I understood from answers given last year and discussions with Horizon separately, 
it was expecting to bring these units online in February, March, April or sometime like that. Here we are in May 
and we are still not quite sure who owns them or how we will get access to them. When does the minister expect 
that Horizon will be able to start the units? 
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Dr M.D. NAHAN: They were expected to come on in April or so. Forge fell over. Mr Tudor went through the 
litany of problems. They were for peak load during the summer. That passed. Mr Tudor can confirm, as I think 
he has done, that over the next period and up to the next summer, we have time to get supply through either 
Forge or KordaMentha to the plant that we have now or a replacement for it, fund any changes and come up with 
some change in the pocket for the budget, initially for the reasons Mr Tudor mentioned. Right now we are quite 
comfortable with the position we are in, although it would have been better not to have happened, but that is life. 

Mr W.J. JOHNSTON: As I understood from the answers Mr Tudor gave last year, some of the expenses for the 
Forge contract were for infrastructure work that would be used by the permanent solution in Port Hedland. Is that 
still the intention? 

Mr F. Tudor: Yes, that is very much the case. The switchyard work that we have done at Port Hedland, the 
transmission line that we are building and the switchyard itself at the new site, will all be re-used by the 
permanent independent power producer. They are part of the negotiations that are currently going on with—
I think we have announced this publicly—TransAlta. Part of the arrangements are in place for TransAlta to take 
ownership of those facilities and reimburse us accordingly for what we have done. It may need to augment those 
facilities, depending on the way it chooses to configure its plant. There will be additional charges. We are 
expecting that a large proportion of the balance of the plant, at $138 million, will be re-used by the IPP.  

[5.10 pm] 

Mr F.M. LOGAN: Does the minister honestly think that an administrator such as KordaMentha will provide 
power to Horizon Power? Mr Tudor has indicated that someone will provide the supply and it could be 
KordaMentha. What was the default position in the contracts in the first place given that the total cost—I am 
going on what is listed in the budget—was $133.5 million? Obviously, the contracts with Forge dealt with a 
situation such as this. What was the default position? Why did Horizon Power not benefit from Forge’s collapse 
through the way in which the contract was written? 

Dr M.D. NAHAN: The answer is in two parts. We do not expect KordaMentha to provide electricity, as 
I understand it, and Mr Tudor can convince us. We have acquired the site and asked KordaMentha and whoever 
owns the generators to vacate the site or transfer them to us. They are in dispute. We are confident that we can 
either acquire them or KordaMentha will vacate the site so that we can put on other generating units and generate 
electricity for Horizon. Indeed, if the KordaMentha plant has to be vacated, we are confident that we can get 
more than adequate replacement generating units for that site. Mr Tudor can respond to the member for 
Cockburn’s question about the contract and Forge’s failure to perform. 

Mr F. Tudor: I confirm what the minister said. We expect that if we end up doing business with KordaMentha 
and APR Energy, APR will be the operator of those machines. APR has the competencies and the skills to do 
that and was the original subcontractor under Forge that we expected to provide that service to us. Depending on 
how the arrangements between KordaMentha, a receiver that has no competency in that area, and APR pan out, 
we suspect that APR will run the operations. There will be a legal dispute that they will need to run separately to 
determine the final ownership and I am sure some sort of commercial settlement will sit behind that. The issue 
for us—we will be very diligent in this area—is to make sure that we have tenure. We will be very diligent in 
this area. If KordaMentha and APR end up doing a deal to solve the ownership issue and they end up doing 
something with us, we will need full transparency of the documentation to ensure that we have a competent 
operator and that we have tenure for the period we need. We will be very mindful of that. 

The first issue is similar in terms of how we fared at the beginning. We were very frustrated in our ability to deal 
with the receiver when it stepped in. We had no confidence whatsoever that it would be able to continue with the 
construction of the plant. We made an assessment based on our requirements and our commercial position that it 
would be better for us to terminate the contract, which we did very expeditiously. We then immediately went 
about contracting some of the people who were let go by Forge. That allowed us to complete the balance of 
plant, which is a critical component of what we need to do. It also put us in a pretty good position to deal with 
APR and Forge and look at alternatives. As I said, conversely, we have probably saved some money because we 
did not enter into the lease arrangement. One of the consequences of which we were very mindful was to ensure 
that contingencies were in place for the supply and demand situation. From our perspective we were fortunate 
that demand in the Pilbara has softened. Karratha is less than we expected. That allowed us some leeway in how 
we dealt with the issue. We also completed an interconnection agreement and got some advice from Rio Tinto 
that it was available to support us. That gave us the confidence to work through this last summer. 

Mr W.J. JOHNSTON: The $133.586 million, which is about $3 million more than was shown in last year’s 
budget, is not for the power station; that is for the infrastructure, and the power station is being paid for by 
operations expenditure. That is what Mr Tudor told me last year. 
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Mr F. Tudor: Correct. 

Mr W.J. JOHNSTON: In addition to the money in the budget is the money inside Horizon Power that it is 
paying out of operational expenditure for the temporary project. How much has Horizon Power paid to Forge for 
the power station that it will no longer deliver because it has gone into liquidation? 

Mr F. Tudor: We have not paid any operating costs. We have also not paid for the outstanding construction 
work that Forge was scheduled to complete on the balance of plant, which is what the $138 million covered. We 
have had a couple of arbitrations relating to claims that Forge had on us, which have worked out favourably for 
us. We have probably had more work completed than we paid for under the balance of plant component. As it 
was never effectively executed, we have paid no operating costs at this stage. 

Mr W.J. JOHNSTON: I have one final question; others might have some more. Horizon Power got right 
through summer 2013–14 and we are now nine months out from summer 2014–15. Horizon Power spent 
$133 million on infrastructure and not on a power station. However, Horizon Power did not need the power 
station this year because it survived the summer anyway. Why does Horizon Power think that it will need the 
power station next summer? 
Mr F. Tudor: We made the decisions on this about 18 months to two years ago. These are all long lead projects 
and we make the assessment on the best information available at the time. At the time we assessed, with full 
overview from quite a number of government agencies with whom we had been working, that we needed the 110 
megawatts to cover not only what was to be less firm capacity coming out of Alinta, but also the expansion that 
we had anticipated. Obviously, local and global markets have moved and demand has softened. We have 
managed to get through this summer through good fortune and contingency planning. Next summer we will 
definitely need some capacity; we are currently working through understanding the supply and demand 
requirements and whether we will need the full 110 megawatts. To assess what we need we have to understand 
what is going on not only in Karratha and Port Hedland at a residential level, but also with mining companies 
such as BHP and their respective expansion plans. We will need capacity for next summer. Beyond that, our 
Alinta contract terminates and we will definitely need substantial capacity at the level that we have been talking 
about in the temporary generation. 
Mr J. NORBERGER: I refer the minister to page 616 of budget paper 2, volume 1. What is Horizon Power’s 
policy on dividend payments? Is Horizon Power borrowing any money to comply with directions from the 
government? 
Dr M.D. NAHAN: Mr Tudor. 
Mr F. Tudor: I refer that to our general manager of commercial services. 
Mr B. Hamilton: We pay 65 per cent of our net profit after tax as a dividend. We do not borrow to pay 
dividend. We fund dividends through our cash flows from operations. The dividend is a declaration made by the 
board; it is not a directive of government. 
Mr W.J. JOHNSTON: I want to go on to the permanent solution. The minister is right; the CEO commented 
that TransAlta has been announced as the permanent solution, so it is being done as an independent power 
producer. As I understand it, Horizon Power will still use that $133 million of infrastructure for the permanent 
solution. What considerations have been provided by TransAlta to Horizon Power for the access to the 
taxpayers’ infrastructure? The second thing is: will the obligations under the independent power producer be 
shown as a debt on the books of Horizon when the annual report is tabled in the future? 
[5.20 pm] 
Mr F. Tudor: Firstly, I will answer the second part of the question. The arrangements and the way they have 
been put together at this stage mean that the off-takers to the merchant power station that has been put in place 
by TransAlta will be Horizon Power and Fortescue Metals Group as foundation customers. That in effect 
literally means that we are not underwriting the asset and, according to the accounting rules, we expect that this 
transaction from our perspective and that of the government will be off the balance sheet and will not appear as 
debt; it will not be a financial lease. In respect to the infrastructure, it is the intention, and negotiations are going 
on at the moment, that we will try to extract full value for those assets, effectively through a sale of the assets to 
TransAlta, and we will recoup the $138 million plus a number of other components on that. As I say, the 
negotiations have started, they are live and we do not expect them to finish for another six weeks. 
Mr W.J. JOHNSTON: What percentage of the plant’s capacity is Horizon contracting? 
Dr M.D. NAHAN: For the permanent solution? 
Mr W.J. JOHNSTON: Yes. 
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Mr F. Tudor: The configurations that have been put in place consist of three LM6000 gas turbines plus a steam 
turbine. The insurance safety office rating of that is 170 megawatts, on-site it is rated for 148 megawatts and we 
will be contracting for 110 megawatts. 
Mr F.M. LOGAN: I refer to the line item for the Pilbara underground power project under “Completed Works” 
on page 636 of the Budget Statements. On that line item the estimated cost is $130 million, and obviously the 
project will be completed at the end of this financial year. Firstly, what was the original budget for this project? 
Secondly, how much of the Pilbara infrastructure has been undergrounded? 
Mr F. Tudor: The original budget for this project was $130 million. It was based on assessments of how much it 
would cost to underground per lot, which related to work that Western Power, prior to the inception of Horizon 
Power, had completed at Port Hedland. It was also a number that was confirmed and collaborated on with the 
Office of Energy at the time. The numbers we had for Port Hedland were about $11 000 to $12 000 per lot. We 
eventually budgeted for $20 000 per lot, but because of the cost escalation we have seen in the Pilbara, the figure 
has gone out to about $40 000 per lot, and we were talking about 5 000 lots, so that gives a number of about 
$230 million, which is the final estimated cost to complete the full scope of the work. With the $130 million we 
have currently completed all of Hedland, so the original Port Hedland work had been done under Western 
Power; we have completed South Hedland and Wedgefield, which is about 1 400 houses. In Karratha we have 
about 3 300 houses and we have done about 1 000, so we need to complete that. We have not done anything in 
Roebourne and there are about 20 houses that need to be undergrounded there, and about 220 houses that need 
to be undergrounded in Onslow as part of the original project work. At the moment we have a proposal in 
front of the government to cover the additional funding and the funding for that is expected to replicate 
the original funding model that called on royalties for regions for 75 per cent of it, with 25 per cent coming from 
local government. 

Mr F.M. LOGAN: Can I just clarify, because Mr Tudor went quite quickly—so 1 000 lots have been 
undergrounded in Karratha. 

Mr F. Tudor: Yes, 1 000 out of 3 300. 

Mr F.M. LOGAN: In Port Hedland and South Hedland? 

Mr F. Tudor: In South Hedland–Wedgefield we completed the remaining 1 400. 

Mr F.M. LOGAN: And Port Hedland has been completed? 

Mr F. Tudor: Yes, all of Port Hedland, South Hedland and Wedgefield have now been completed. 

Mrs G.J. GODFREY: I refer to the planned expenditure of $12.387 million for the Murchison radio 
observatory power station on page 636 of the Budget Statements. How does this relate to the Australian Square 
Kilometre Array Pathfinder project? 

Mr F. Tudor: Murchison radio was originally anticipated to be Australia’s showcase project to demonstrate its 
ability to run a fairly large radio telescope project. South Africa, which was competing for the large project 
against us, was running a similar pilot project called MeerKAT. When the arrangements for that were being put 
in place, we spoke to the CSIRO and the state government about putting in place the power station to provide the 
power for, I think, something like 45 radio telescopes that were envisaged as part of the pilot project. The money 
we are talking about actually covers the cost of providing the power station for that pilot project. Work is going 
on at the moment on developing the large-scale project, which will be split between South Africa and Australia. 
We are playing some small part in that to try to understand and shape power requirements, but a lot of the 
processes and work are still to be done in that area. 

Mr W.J. JOHNSTON: I ask this question every year about regularised power for Indigenous communities. 
I just wonder how many are left and if the number is different from last year’s, which I think was 16. If the 
number is different from 16, which ones have been regularised over the past 12 months? 

Mr F. Tudor: I think it is very much the same as when we spoke last time. I can confirm that work at two 
remote communities we were regularising, Kalumburu and Yungnora, including the provision of new power 
stations, has been completed for both. I can confirm that one, I think Kalumburu, was commissioned in August 
of last year and Yungnora was commissioned in December of last year. Outside of that there are no more plans 
or funding that we are aware of that will continue that program for the large hub Aboriginal communities. 
Outside of that, regarding the regularisation program we have had for town reserves, I think we only anticipate 
doing one more town reserve, and again that is subject to planning being done by the Department of Housing and 
in turn the funding it gets from the state budget process. 

Mr W.J. JOHNSTON: Related to that question are the prepaid meters—where is Horizon at with the prepaid 
meters? 
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Mr F. Tudor: We have installed about 1 000 prepaid meters of the original type across the town reserves and 
remote communities that we have worked in. As the member probably knows, for a number of reasons the small 
use code for electricity supply to customers deems that they are not in compliance with that code of conduct. As 
a result, we have been trialling new prepaid meters and we have just effectively gone live on a trial in 
Mungullah, which is a small Aboriginal community in Carnarvon, and I think it has only been operational within 
the last week or so. The intention is to prove up new prepaid meters that are compliant with the requirements of 
the code of conduct and then from this point on where we go into Aboriginal communities or where there is a 
requirement for prepaid meters, we will have something compliant with the code of conduct. Our intention with 
respect to the existing prepaid meters is that we have a batch of them and we are continuing to use those where 
the community is willing. 

[5.30 pm] 

Mr W.J. JOHNSTON: My understanding was that Horizon Power had been told that they were not compliant, 
and therefore had to be replaced. I think there was a bit of discussion last year or the year before about this 
process, saying that Horizon was not intending to replace those that had already been installed. 

Mr F. Tudor: We have a program across all our meters that we want to implement, which is to replace meters. 
They will be swept up in that program. But we will not do it immediately. We have a plan that has the full 
transparency of the various government agencies and the Economic Regulation Authority, and we have no issues 
at the moment with the community. It costs about $3 million or $4 million to replace them, so unless there is a 
real requirement to do that, we will put it into our normal planning process. They will be included in the plan as 
we replace all of our meters in due course.  

Mr W.J. JOHNSTON: The government has spent $133.5 million on infrastructure for the South Hedland site. 
Surely it has $4 million to spend on fixing this problem for Indigenous communities. I wonder about the 
government’s priorities when cabinet has approved such a massive spend on a project that has demonstrably not 
been needed because we got through the 2013–14 summer—the summer it was said to be needed for—without 
it, yet $4 million cannot be found to regularise the problems with these noncompliant meters. 

Dr M.D. NAHAN: The evidence is that that will be needed. We did get through this summer, and it was 
designed to come on at the tail end of the summer, but one summer does not make a permanence issue. The 
evidence is that when Alinta Energy’s contract comes up and it loses 60 megawatts in a contracting capacity, we 
will need some. As the CEO indicated, there is every expectation that we will need that temporary solution next 
summer. The $133 million is aimed to recoup that in full from TransAlta Energy, and it is providing electricity to 
a range of customers in that area, many of whom have a variety of needs, but they need electricity. As 
I understand it, the ERA said there was noncompliance with the prepaid meters. We have had no complaints 
from the communities, but there was an issue about finding a replacement compliant meter. Horizon then had to 
find a compliant meter and make sure it worked, which it is now doing through testing it, rather than roll out a 
meter that might comply but not work. This has taken some time, and as we find one that is compliant and 
works, it will be rolled out as the meters are needed.  

Mr R.S. LOVE: Page 635 of the Budget Statements refers to a fairly general description of Horizon’s asset 
management plan. Does that plan include the maintenance of power poles? What types of poles are used in the 
remote areas of the state and what cost is ascribed to each of those poles? I refer to the lighter transmission poles, 
not the main heavy lines.  

Dr M.D. NAHAN: They are called the distribution poles. I will hand over to Mr Tudor.  

Mr F. Tudor: The asset management program includes the reinforcement and replacement of poles. I think it 
has been previously reported that we have a long program of work that was put in place principally around 
Esperance where most of our wooden poles exist—in the order of 23 000 to 24 000. Our program of work has 
gone over a number of years designed to deal with various technical issues that we had with skinny poles and 
long bays. More recently, we have replaced all the poles that have reached 40 years of age, and reinforced those 
that are 25 years of age. Our policy is to replace the poles with steel poles. Over the life of the pole, we have 
determined that the net present cost of doing that is lower than if we put in wooden poles and replaced wooden 
poles according to our current standards for time-based replacement.  

In close cooperation with EnergySafety and also Western Power, we have looked at different techniques we 
could use for testing wooden poles. In the past I have referred to an ultrasonic technique and a radioactive 
technique that we use. Over the past 12 months, the results from that have suggested that we will be able to rely 
on those techniques. Although it is not yet confirmed, indications are that if the techniques are accepted by 
EnergySafety, it would allow us to move to condition-based pole replacement, which means we will be able to 
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assess the integrity of a pole at 25 years and 40 years, and if indeed it has more life, we will continue to retain 
the pole and replace it only at the end of its useful life as determined by these techniques.  

Dr M.D. NAHAN: Horizon must be congratulated for taking the lead on that research because it is a very 
important decision tool. But we must get it through EnergySafety first.  

Mr R.S. LOVE: Can a per unit cost be ascribed to steel pole replacement?  

Mr F. Tudor: I do not have a number but we can take that question on notice. When the option analysis was 
done, we looked at wooden poles over a 60-year life, which is the life that we ascribe to a steel pole. We 
compared wooden poles to steel poles over that life period and determined that the net present cost of steel poles, 
especially in some of the areas that we have, was beneficial. We have had good results with the testing 
techniques, but we also have a very reliable technique for testing the integrity of steel poles. At this time, we 
have more confidence in our ability to test and vouch for the integrity of steel poles rather than wooden poles. 
There is also a safety element associated with steel poles that sits over and above the economic analysis that we 
have done.  

The CHAIRMAN: With reference to taking a question on notice, I assume that will be by way of supplementary 
information. Is the minister happy to provide that information, and, if so, can he clarify what will be provided? 

Dr M.D. NAHAN: It is ex-post information; that is, Horizon has already done the analysis of the cost 
advantage of steel poles as opposed to wooden poles, which is about not just the financial advantage but the 
other advantage.  

[Supplementary Information No B45.] 
Mr F.M. LOGAN: I have a general question by way of the line item related to Horizon Power investing 
$88.2 million. I refer to Aboriginal employment with Horizon, which had a good record of employing and 
training Aboriginal workers as linespeople and in various other jobs. How many Aboriginals does Horizon now 
employ, are those programs still going, and, if so, how successful are they?  

Dr M.D. NAHAN: Horizon has expanded to that program of Aboriginal people checking and monitoring lines 
in the various communities, which are — 

Mr F. Tudor: They are our remote community utility workers.  

Our commitment to Aboriginal engagement is still as it was. Obviously, we have made some changes to the size 
of the organisation, which has had a broad impact across all our numbers. To some extent, the Aboriginal 
numbers have been affected, but not as much because we have people who are unique in their employment, such 
as the remote community utility workers who provide an essential service into a lot of the Aboriginal 
communities that we serve particularly along the Broome peninsula. It is a specialised activity so it makes sense 
to the community and it makes sense to us. Those roles continue and have not been affected in any way. As a 
percentage, our numbers are roughly eight or nine per cent—they may have dropped very slightly, but I have not 
got the exact numbers. The most recent change in the past 12 or 15 months was to bring our meter reading 
service in-house, which was previously provided by an outside contractor.  We had a couple of issues with the 
quality of the service that was being provided. There is always an issue about whether meters are being read or 
someone is guesstimating, so our confidence in being able to deal with that contractually was not great. As a 
result, we brought a meter reading service into Horizon Power. That gave us the opportunity to create 12 or 
13 positions and to create some Aboriginal employment. The vast majority—about nine or 10—of those meter 
readers have come from Aboriginal backgrounds. We have gone through a process of bringing them in, 
optimising routing, and efficiency and effectiveness, and it is now working reasonably effectively. 

[5.40 pm] 

Mr F.M. LOGAN: Thank you very much for that information. Are there still further opportunities for 
Aboriginal apprentices and trainees within Horizon Power going forward? 

Mr F. Tudor: As recently as three weeks ago, we had a session with our board, which is part of our strategic 
planning process. The commitment there, and from the minister and the government, is to continue to encourage 
us to look for Aboriginal employment opportunities, and we are doing that. I think the most recent employee that 
we brought in from an Aboriginal background is a retail manager who is based in Kununurra. That was in the 
last month. Across the board we are looking actively at bringing in Aboriginal people. Obviously, to be effective 
in that space, we need to not only react to the job as it is created, but also have links with feeder streams like 
universities, schools, TAFEs and the communities themselves. That is certainly something we are doing. Part of 
what we do, through the general managers, is to ensure that part of the mandate of our retail managers, who are 
based in different offices across the state, is to go out and forge the right community relations. We continue to do 
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that. We are still doing, and we will continue to do, a number of things that are consistent with pursuing 
Aboriginal employment. 

Mr W.J. JOHNSTON: What percentage of staff in Bentley are Indigenous? 

Mr F. Tudor: I would have to take that on notice. I do not know. 

Dr M.D. NAHAN: The supplementary information is what share of Horizon’s employees in Bentley are 
Aboriginal, and the share altogether and outside as well. 

[Supplementary Information No B46.] 

Mr J. NORBERGER: I refer to page 636 of budget paper No 2. It was mentioned earlier that Carnarvon’s 
Mungullah power station was commissioned recently. The budget has allocated funds to that. Can the minister 
explain what those funds have been allocated to, if in fact we have already commissioned it? 

Dr M.D. NAHAN: Just on the previous question about Aboriginal employment, Horizon has a policy, 
particularly in the regions, of employing Aboriginal contractors to do work. It is not just providing employment, 
it is on the contracting side. 

Mr F. Tudor: Ted can confirm this, but the power station is going into its trial period. When the power station is 
commissioned and before we take ownership of it, the private contractor in this case has to demonstrate that it 
can perform over a 60-day period and meet the reliability standards. I believe that has started or is about to start. 
The reason we have some residual funds moving into next year is simply to cover all punch-list items, which are 
typically small items associated with tidying up a project, whether that is completing drawings and 
documentation, or some outstanding claims or disputes we may need to work through. We set aside a provisional 
amount to make sure we can fund that. It is being prudent in covering those incidentals. 

Mr W.J. JOHNSTON: I would like to get a picture of where Horizon is at with embedded generation across its 
areas of responsibility. I think we had discussions in previous years about whether there are any restrictions 
because towns are getting too much embedded generation. What is Horizon’s position at the moment? Is there 
anywhere that Horizon would say no to somebody intending to put in their own photovoltaics or whatever; and, 
if so, where are those locations? 
Dr M.D. NAHAN: It is a good question and I will have Mr Tudor respond in a minute. I am having quite 
extensive discussions with the board on this area. There are some issues about embedded generation in 
townships like Carnarvon, which is getting up to the maximum amount—I heard Mr Tudor talk about that. 
There are other non-coastal, smaller communities where the uptake of photovoltaics, despite the promotion by 
Horizon, is very low. Horizon has done a number of things such as identify a preferred set of PV providers and it 
went to the community to encourage it to take up solar generation, but the take-up was very low. We are going to 
concentrate quite extensively on trying to encourage the uptake of PVs and, in the process of doing so, make sure 
we do not have capacity constraints in those areas. This area should be taken up very rapidly, but there are some 
impediments to taking up PVs, which we have to come to grips with. Horizon is also looking at revising some of 
its electricity distribution licences that are coming due in various communities. In that process we are looking at 
including options for embedded generation investments in those contracts; they do not exist now. 
Mr F. Tudor: I will take the question on notice in terms of what we currently have, but I believe the number of 
people who installed embedded PV is around 1 200, for around eight megawatts. We can be more exact in 
providing that later, if we may. 
The CHAIRMAN: Can the minister clarify what it is he is prepared to supply by way of supplementary 
information? 
Dr M.D. NAHAN: It is the amount of embedded generation in Horizon Power’s system. 
Mr W.J. JOHNSTON: Can we have that by number of units and total volume? 
Dr M.D. NAHAN: And where is probably relevant, too. 
[Supplementary Information No B47.] 
Mr F. Tudor: We do publish, and we are happy to provide, this information, which talks about the two products 
that we have. One product is the non-managed photovoltaic, which is the residential-size PV. We indicate this in 
each of the towns where we have capacity left before we hit hosting capacity. We also have a managed product, 
which allows us to be able to turn on and off larger installations, and certainly some of the towns and some 
proponents within towns have availed themselves of that opportunity. There is a 300-kilowatt installation in 
Carnarvon, for example, which members probably know about. As the minister indicated, we continue to 
monitor very carefully both of those opportunities. One opportunity is to ensure that in some of our high-cost 
remote towns people are fully aware of the opportunities. In some of those towns we have not got to hosting 
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capacity, yet the incentive is huge because the cost to supply on our site could be $1.50 per kilowatt hour. We 
have been putting a bit of work into making it easy for people in those communities to avail themselves of the 
opportunity by identifying a panel of solar providers, ensuring that they are aware of the opportunities, 
promoting it through town hall discussions in the communities and making sure that we take every possible step 
to connect the dots and allow people to make the investment if they choose to. We monitor hosting capacity, and 
where we have got to hosting capacity, we monitor that reliability has not been affected and we will start to edge 
it up and again communicate that to make sure that people can avail themselves of the opportunities. We are 
continuing to look at the managed installations. Wherever we are now, as the minister indicated, we are looking 
at new contracts. Previously, contracts that had been put in place 10 years ago with independent power providers 
were restrictive in terms of what we could and could not do in the installation of renewables and solar 
photovoltaics. We have now introduced far more flexibility that allows us to increase PVs to offset diesel costs 
in some of our new contracts, if that is the benefit. 
[5.50 pm] 
Mr W.J. JOHNSTON: Minister, is there anywhere in Horizon’s area of responsibility that a customer would 
not be permitted to install PVs because there are already network issues for those locations? 
Mr F. Tudor: There are a number of towns where we are currently at hosting capacity. We are actively looking 
at including Broome, Carnarvon, Cue and Denham, to name a few, but there are a few others. I can make the list 
available. 
Dr M.D. NAHAN: And Horizon Power is looking at ways to overcome that capacity constraint. 
Mr W.J. JOHNSTON: If that list is publicly available, I do not need it. If I can get it on Horizon’s website, 
I am happy to do that. 
Mr F. Tudor: Yes. 
Mr P.C. TINLEY: I refer to the line item “Asset Investment Program Efficiency Measure” on page 636 of the 
Budget Statements. I see that $3.6 million is booked as the estimated expenditure for this period, and a little over 
$2 million in the out years. Can the minister tell me where the asset investment program efficiency measures are 
coming from? Where are the efficiencies? What has been discontinued or curtailed? How has that figure been 
arrived at? 
Mr E. Brereton: Where we have booked that in our asset management philosophy, we are taking a risk–adjusted 
value approach in which we assess what is industry best practice. We address that against the safety and 
reliability parameters that we are required to meet. We then do an economic assessment of it. We have found that 
by taking this new approach, we are able to reduce expenditure on the maintenance of our assets. 
Mr P.C. TINLEY: To understand the answer, were these savings made as a result of a different risk profile 
regime? 
Mr E. Brereton: That is correct. 
Mr P.C. TINLEY: Horizon Power is prepared to accept that risk; so where is the reduced risk? 
Dr M.D. NAHAN: I will call on Ted to respond in a minute. There are two reasons Horizon Power will meet 
this. Firstly, it relates to what Synergy did, which the CEO can confirm. There has been some reduction in the 
cost of providing going forward. Secondly, it is a change in the risk assessment profile, not an assumption of 
higher levels of risk. It is not, let us say, an increase in the tolerance of risk level; it is the allocation of capital 
across the various portfolio projects it can do, and is doing that in a more cost-effective way. 
Mr F. Tudor: A number of things play into where we are at the moment. One is that since inception Horizon has 
put a large investment into its asset base. We have got to know it very well in terms of integrity. The knowledge 
in the systems, and the rigour we have in place, allows us to be much more sophisticated in the way we look at 
consequences that might come from certain failures and things that we need to deal with. In the analysis of all of 
that, safety is never compromised. That is not something that Horizon would compromise. However, if the 
consequence is simply a minor outage that we can deal with and not interfere or compromise reliability 
standards, there may be another way to deal with certain things rather than replacing them. There is that 
approach. It is putting a value on the consequence and looking at the different alternatives that exist for us to 
make decisions. We are doing that at a granular level. It means that Horizon Power, in overall terms, is able to 
deliver similar levels of risk effectively with a reduced work program, and it is being done more efficiently. 
Looking at the delivery aspect, Horizon Power has forged a number of partnerships not only with a company 
called GHD on engineering and design for larger projects, but also an arrangement with Transfield Services 
through an alliance that was put in place to deal with the southern portion of the state. We are also using 
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Transfield to yield benefits in the delivery of the work program. A combination of things allows us to be far 
more rigorous in the way that we approach risk. 
Dr M.D. NAHAN: One of the ironies is that Western Power has ended its alliance with Transfield and Horizon 
has picked up at a smaller level. Horizon Power has been able to learn from Western Power’s experience to get 
good deals with Transfield. Sometimes companies contract out and sometimes they contract in. 
Mr F. Tudor: I will add to that. When we considered Transfield for the work that I have just described, we went 
through a contestable process in the market. Transfield needed to win that in order to do the work. We also 
established in our own right the right sort of alliance relationship. We have been using Transfield in Esperance 
for the last six years to effectively deliver on the wooden pole program—looking at skinny poles and long 
bays—and the replacement and reinforcement of poles. That $30 million program was conducted over a number 
of years. We certainly had initial issues with the alliance arrangement. A number of people from the Transfield 
side and from our side had to leave their respective businesses. As we worked through that, we know that we 
have a model that works now. In fact, as it turned out Transfield was successful so we were able to work with it, 
taking account of a lot of the relationships and benefits that had been established in working with the company in 
Esperance. 
Mr W.J. JOHNSTON: The asset investment program efficiency measure only relates to the things on this piece 
of paper. Horizon Power is not undertaking any other asset investment program other than what is presented to 
the Parliament. The minister is basically saying that the $3.7 million is coming from the asset management plan, 
which includes asset replacement, capacity, regulatory compliance, reliability and safety, and not from those 
other issues. When Treasury presented—obviously at a higher level—at the Public Accounts Committee briefing 
last week, it said it was able to get this efficiency dividend because there was an experience that projects were 
coming in under budget. Treasury was talking more about major project–style work. Does the minister think he 
can achieve a $3.7 million saving from those top six or seven investments, or is he chipping away at all of them? 
When we get here next year, we will be able to ask the minister where those savings came from. 
Dr M.D. NAHAN: Treasury is right—it is not just out for private trading enterprises; it is across the board. Most 
special projects are exempt from this asset program efficiency measure. The reason is that they are pretty well 
targeted as it is. 
Mr F. Tudor: Can I have the exact page the member is referring to? 
Mr W.J. JOHNSTON: Page 636. It is a figure of $3.688 million. 
Mr F. Tudor: Mr Brereton indicates that we have not baulked at these numbers. All the things we are talking 
about apply to those projects specifically mentioned here and also to the larger projects. A broad-based approach 
will deliver on that. 

The CHAIRMAN: That concludes the examination of Horizon Power. 

Meeting suspended from 6.00 to 7.00 pm 
 


	Horizon Power —
	[Supplementary Information No B45.]
	[Supplementary Information No B46.]
	[Supplementary Information No B47.]
	Meeting suspended from 6.00 to 7.00 pm



