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OUR PROFILE 
 
Who we are 
Horizon Power is responsible for generating, procuring, distributing and retailing electricity in 
the fast growing regional centres of Western Australia.  We are a commercially focussed, 
State Government-owned business striving to meet the needs of residential, industrial and 
commercial electricity customers and resource developments in our service area.   
 
We are focussed on growing the value of our business through commercially astute operation 
and by playing an active role supporting the development of regional opportunity.   
 
The rapid expansion of regional developments has demanded the achievement of step 
changes in the quality and capacity of industrial infrastructure that leaves a valuable legacy for 
generations of West Australians in a way that is both socially and environmentally sustainable. 
 
Horizon Power services approximately 38,000 customers in the Pilbara, Kimberley, Gascoyne, 
Mid West and southern Goldfields (Esperance) regions, dispersed across an area of 
approximately 2.3 million square kilometres – about 10 times the size of the state of Victoria.   
 
Our corporate objectives 
Horizon Power believes its sustainable success is entwined with the delivery of lasting 
benefits to the communities in which the business operates. 
 
To contribute lasting economic, social and environmental value 
Horizon Power sees its role as contributing in five important areas: 

 Providing value to customers through enhanced and improved service provision; 
 Delivering social benefits by building the capacity and the capability of the 

communities the business serves; 
 Delivering environmental benefits by minimising the environmental impact of 

operations and reducing the intensity of emissions; 
 Adding value to the State by fostering and supporting regional development 

opportunities; and  
 Building the value of the business by acting commercially, pursuing the sustainable 

growth of the business; leveraging existing assets and developing new opportunities 
as they mature. 

 
Our values 
Safety:  Horizon Power is dedicated to ensuring the safety of the public, our customers and 
our people.  We rely on teamwork, consideration and encouragement to keep our workplace 
safe. 
 
Integrity: Horizon Power employees act with integrity and honesty.  We are building a 
reputation of being open, caring and respectful in all our business dealings. 
 
Quality Relationships: Horizon Power values good personal and working relationships both 
inside the business and with all its stakeholders.  We foster improved relations through greater 
customer and stakeholder contact, consideration of community needs and proactive 
assistance in regional development. 
 
Leadership: Horizon Power provides leadership in the development of regional energy 
solutions by accepting responsibility for the rapid identification of innovative business 
opportunities.  We create a ‘can do’ atmosphere and facilitate development of industry 
knowledge both inside and outside the business. 
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Delivering on Commitments: As Horizon Power and as individuals we achieve long-term 
business success through: 

 the collective effort of each member of the team; 
 sound business acumen; 
 continuous learning about our changing business environment; and 
 delivering on commitments we make. 

 
Empowerment: Horizon Power empowers staff with the skills and resources that enables 
them to complete their jobs and deliver on their commitments.  
 
What we do 
Horizon Power supplies regional and remote consumers outside of the south west corner of 
the State.  We manage one major interconnected system, the North West Interconnected 
System (NWIS), and a continuously growing number of non-interconnected systems in 
regional towns and remote communities. 
 
The NWIS covers a large geographical area surrounding the coastal Pilbara towns of Port 
Hedland and South Hedland, Cape Lambert, Roebourne, Karratha and Dampier and extends 
south-east to the iron ore mining townships of Newman and Paraburdoo, and eastward as far 
as Shay Gap.   
 
At the end of the 2007/08 financial year (June 2008), Horizon Power owned and maintained 
the distribution assets and generated and sold energy to 34 non-interconnected systems, 
covering townships and remote communities spread throughout regional WA.   
 
Our services are tailored to meet the specific needs of customers ranging from power-hungry 
resource developers to remote and isolated communities. 
 
How we do it 
In July 2008, Horizon Power undertook significant operational realignment across the 
business to ensure we are best placed to achieve our corporate objective to contribute lasting 
social, economic and environmental value in the communities we serve. 
 
The new structure has aligned structure with strategy and seeks to minimise internal barriers 
that inhibit the effective and efficient deployment of our initiatives. 
 
The new business structure comprises eight divisions that support Horizon Power’s tripartite 
strategies of Performance Excellence, Expanding the North West Interconnected System and 
Expanding Regional Supplies.  These include: 
 
Operations – Delivers balanced, consistent and sustainable operational performance in each 
district. 
 
Islanded Systems Development – Develops, sells and implements islanded system 
opportunities. 
 
Strategy and Business Development – Leads strategy development, pursues new 
opportunities to grow, and commercially manages the North West Interconnected System. 
 
Governance and Company Secretariat – Develops and implements effective systems of 
governance, monitors and reports on compliance and legislative obligations, and manages 
risk and maintains the company’s policies and procedures.  The Division also provides 
support to the Board. 
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People and Corporate Services – Develops and ensures effective deployment of key 
corporate services such as Public Affairs, People Services, Marketing and Product 
Development and Occupational Safety and Health management. 
 
Shared Services – Develops and maintains a range of internal consulting services and 
support solutions. 
 
Knowledge and Technology – Creates, deploys and manages a strategy to position the 
business as an innovative user of technology. 
 
Finance Services – Leads and secures appropriate funding and ensures sound financial 
management and reporting. 
 
Horizon Power’s head office is in Karratha, with regional offices located in Kununurra, 
Broome, Port Hedland, Carnarvon and Esperance so that we can respond to customer 
queries and investigate local issues promptly.  Coinciding with the realignment of the business 
was the move of Horizon Power’s Perth administration centre to a new premise at Technology 
Park in Bentley.   
 
Horizon Power’s Executive team at June 2008 
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THE YEAR IN SUMMARY – OUR ACHIEVEMENTS 
 
The 2007/08 financial year saw the delivery of a number of achievements and 
milestones by Horizon Power. 
 
Delivered unprecedented network reliability performance with 26 towns complying with 
the target set for the duration of power supply interruptions. 
 
Lived our safety commitment and achieved an end of year Public Safety Incidents result of 
zero. 
 
Delivered a record customer-funded works program with 658 projects worth more than 
$16.4 million completed over the course of the financial year. 
 
Launched a nationally accredited electrical training program for Indigenous Western 
Australians with the first group of Essential Services Officers now working towards their 
qualifications. 
 
Launched our GreenSelect program in Carnarvon as a pilot program to develop a 
commercially successful and attractive ‘green’ electricity product accessible to all our regional 
customers. 
 
Successfully completed the West Kimberley Power Project and we are now supplying 
customers in Broome, Derby, Fitzroy Crossing, Halls Creek and Camballin/Looma from new 
power stations. 
 
Completed the Aboriginal and Remote Communities Power Supply Project and now 
provide new reliable electricity supplies in Ardyaloon, Bidyadanga, Beagle Bay and 
Djarindjin/Lombadina. 
 
Committed to an even greater regional focus by employing more staff in our regional 
offices, and opening our Kimberley Regional Office in Broome. 
 
Delivered a profit and achieved an end of year result of $1.5 million.  
 
Improved service delivery in two town-based Aboriginal Reserve Communities through the 
Town Reserves Regularisation Program. 
 
Increased our staff base to a total of 251 full-time permanent staff from an original base of 
some 180 in the 2006/07 financial year. 
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PERFORMANCE OVERVIEW  
 

Horizon Power made a number of performance commitments at the commencement of the 
2007/08 financial year and the following table provides an overview of how we performed in 
our endeavours to meet those commitments. 
 

Key result area Objectives Performance target for 2007/08 Performance 
results in 
2007/08 

Customer value Improved value to the 
customer through safe, 
improved and expanded 
service. 

Operational performance 
SAIDI Complying towns/systems: 26/34 
 
Customer satisfaction 
Customer satisfaction survey result : >70 per cent 
 
Public Safety 
Number of public safety incidents related to Horizon 
Power performance: 9 

 
25/34 
 
 
84 
 
 
 
0 

Social benefit Building capacity, 
capability and 
opportunity to improve 
the lives of members 
within the communities 
we serve. 

Power supply regularisation 
Number of remote and Indigenous communities: 9 
 
Training 
Number of Indigenous or local people in a Horizon 
Power training program: 14 

 
7 
 
 
 
14 

Environmental 
value 

Sustainably minimising 
the impact on the 
environment from both 
our current and future 
operations. 

Pollution 
Pollution intensity (kg/MWh): 20.9 
 
Greenhouse emissions 
Greenhouse Intensity kgC02/kWh sold: 0.80 
 
Renewable Generation 
Generation from renewable sources (GWh): 73 

 
18.36 
 
 
.808 
 
 
84.2 

Business value Increasing our 
profitability and building 
the value of the 
business. 

Net Profit after Tax ($M): 
-$9.5 million 
 
 

 
$1.5 million 

Economic benefit Working with all 
stakeholders to drive 
and deliver value from 
regional development. 

Stakeholder satisfaction 
Survey results: 77 per cent 

 
84 

Processes and 
knowledge 

Achieving a state where 
we are operating at or 
above industry 
standards. 

Customer Charter 
Performance against Customer Charter (per cent 
compliance against agreed total sample): >90 per cent 
 
Corporate reputation 
Corporate reputation index: 70 per cent 
 
Employee opinion of reputation 
Mean result (per cent) of Pulse Survey questions on 
corporate image: 75 
 
Safety 
LTIFR: 0 
(Lost time injuries per one million hours worked) 
 
AMIFR: 17 
(Number of workers compensation claims per one 
million hours worked) 
 
Organisational development 
Personal development programs (per cent of modules 
successfully completed by designated attendees): 90 
 
Employee perception 
Mean result (per cent) of Pulse survey questions 
relating to employee perception: 79 

 
 
75 
 
 
73 
 
 
 
78 
 
 
4 
 
 
18.8 
 
 
 
 
 
100  
 
 
 
79  
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CHAIRMAN’S REPORT  
 
Understanding through engagement 
 
2007/08, I believe, will prove to have been a significant year in the development of Horizon 
Power.   
 
While the business’ first 15 months of operation were, to a degree, a chance for Horizon 
Power to find its feet and develop a presence in regional Western Australia, its second year of 
operation has been about consolidating itself as a major community service provider.  
Consequently, the business developed a reputation as a credible and influential participant in 
a booming resources industry in a highly pressured economic climate. 
 
I introduced last year’s Annual Report by saying that Horizon Power had the potential to 
change the way regional Western Australians engaged with major service providers.  I believe 
that Horizon Power has moved beyond ‘potential’ to delivering in a manner in which we can be 
very proud. 
 
Our business serves the broad spectrum of regional power consumers from remote and 
isolated communities of just a few hundred people to massive industrial complexes that never 
sleep.   
 
Both ends of the spectrum have their unique challenges, customers have different 
expectations and wide-ranging needs that are only met through open and committed 
engagement.  Horizon Power’s strength is its capacity to engage with customers whether they 
are in air-conditioned board rooms in multi-storey office towers or in open-air community 
meeting spaces in isolated desert communities. 
 
You will read further into the body of this report about Horizon Power’s successful delivery of 
the first phase of the Aboriginal and Remote Communities Power Supply Project.  While 
sound planning, engineering and construction were significant components of the success of 
this program, the major factor of its success was the open and trusting engagement with 
Traditional Owners and community leaders. This created a positive environment in which 
relationships could be forged, mistakes could be forgiven and success could be shared.  
Without this form of engagement, we could never have developed a nation-leading training 
program that will equip community members with the knowledge and skills to play an active 
part in helping to manage their community’s power supplies. 
 
At the other end of the spectrum, Horizon Power’s engagement with all levels of industry and 
Government has allowed it to take a leadership role in building a shared understanding of the 
enormous potential of developing a planned and coordinated North West Interconnected 
System. 
 
For the past 40 years, this system has grown in an organic fashion reflecting the immediate 
needs of individual mining interests.  Through open communication with industry participants, 
Horizon Power has been able to gain a commitment from Government and others on the need 
to investigate the enormous economic and environmental benefits a coordinated North West 
Interconnected System may bring.  As the financial year draws to a close we look toward 
supporting the work of a Government-sponsored taskforce that will investigate this very topic. 
 
As a relatively small business operating across the broad spread of industry and consumer 
groups, it makes me very pleased to say Horizon Power has found a successful and 
sustainable way of ensuring its relevance to both the groups it serves and the industry 
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participants with which it works and I look forward to many more successes developed and 
delivered through open and positive engagement. 
 
 
 
 
 
BRENDAN HAMMOND 
CHAIRMAN 
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MANAGING DIRECTOR’S REPORT  
 
Like many businesses involved in the remarkable resource-lead boom, Horizon Power has 
had a successful and busy year and is well positioned to make the most of the myriad 
opportunities that exist in regional Western Australia. 
 
In this high pressure environment, a large number of projects have been completed and a 
business-record number more are being worked on.  Our people have demonstrated they are 
up for the challenge of expanding the business and providing even better services to our 
customers and are excited at the work we are accomplishing.   
 
I am very proud of Horizon Power’s staff and their willingness to pursue excellence in all 
aspects of the business.  While constantly working on ways of making the business 
successful, they have not lost sight of what our business is about – providing lasting 
economic, social and environmental benefits to our communities. 
 
The business continues to provide reliable, safe power supplies to our customers 
State-wide 
 
We reached regulated reliability targets for 25 out of the 34 towns and remote communities we 
service.   
 
We have also delivered a record year for customer funded projects with a total of 658 
individual projects completed in 2007/08. 
 
The completion of the West Kimberley Power Project closes a chapter of Horizon Power 
history.  Many lessons were learnt during this project and challenges were faced head on.  
Despite some issues experienced during commissioning in Broome and Derby, it has been a 
successful program of work for Horizon Power and our partner, Energy Developments Ltd.   
 
Horizon Power and Indigenous West Australians work together to improve services, 
living conditions and employment opportunities 
 
A few months ago, I launched Horizon Power’s Reconciliation Action Plan, created to seek 
and develop sustainable solutions in partnership with Indigenous Australians.  The plan 
focuses on building relationships, respect and opportunities for Indigenous Western 
Australians within Horizon Power. 
 
This year we have broadened our customer base to include five remote Indigenous 
communities. 
 
Under Phase One of the Aboriginal and Remote Communities Power Supply Program, we 
have improved the quality, reliability and affordability of power supplies to the remote 
communities of Beagle Bay, Warmun, Ardyaloon, Bidyadanga and Djarindjin/Lombadina. 
 
Significant work was undertaken in each community, with new power stations constructed in 
each along with an upgraded distribution network, new streetlights, prepayment electricity 
meters installed and safety and payment education. 
 
The work also has environmental, social and economic benefits for the community members, 
with the new power stations using modern generating technology and a prepayment metering 
system now allowing eligible residents to receive Commonwealth and State Government 
subsidies on electricity consumption. 
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A related project that I am incredibly proud to introduce is our Aboriginal Communities 
Training Program, which focuses on empowering Indigenous Western Australians with the 
skills to provide electrical services to their local communities. 
 
The first intake of trainees took place in March this year, and they are well on their way to 
completing the program within the required two-year timeframe. 
 
We are looking to the future of energy provision and using new and renewable 
technologies. 
 
Horizon Power has recently begun work to establish new power stations at Marble Bar and 
Nullagine, incorporating state-of-the-art solar generation and storage techniques.  The solar 
installations used would be the largest of their type in Western Australia. 
 
The power stations will set new benchmarks for hybrid diesel islanded systems with extremely 
high renewable energy penetration.  The solar energy systems used in the design will supply 
60 per cent of the annual energy for both towns, saving 412,000 litres of fuel and 1100 tonnes 
of greenhouse gas emissions each year. 
 
We are developing an islanded network model that can be constructed and used effectively 
anywhere in the country, indeed, anywhere in the world. 
 
This model has been developed over the last two years and effectively used in five remote 
Indigenous communities in the last financial year.   
 
Horizon Power does not see itself as simply an energy provider and retailer.  We continually 
work towards being a valued member of Western Australian communities.  We believe in the 
importance of community and building social and environmental value in each community we 
work in.   
 
I am very proud to present this report of Horizon Power’s operations during the 2007/08 
financial year. 
 
 
 
 
ROD HAYES 
MANAGING DIRECTOR 
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REVIEW OF OPERATIONS 
 
Providing value to our customers through improved service 
 
Overall network performance – target met despite record activity 
Network activity was exceptional during 2007/08.   
 
A record increase in customer funded and other planned capital projects along with sharpened 
reliability targets saw heightened demands placed on the business, particularly on our 
regional operating groups. 
 
Tight labour market conditions led to innovations with alliance partners and contractor 
relationships in a number of key locations and the impact of the West Kimberley Power 
Project on the capacity of Horizon Power’s Kimberley crews created challenges that were met 
through flexible deployment of staff around the region. 
 
Improvements to customer supplies were achieved through a combination of new works and 
an optimised maintenance program. 
 
Horizon Power finished the 2007/2008 financial year having achieved reliability targets in 25 
out of 34 complying towns and having delivered 96 per cent of all planned internally funded 
projects, with expenditure at $21.8 million compared with our full year budget of $23.3 million. 
 
Horizon Power staff also delivered a record number of customer funded projects with a total of 
658 individual projects completed in 2007/08. 
  
Five new power stations commissioned in the West Kimberley  
The West Kimberley Power Project (WKPP) was completed in June 2008, with Broome power 
station successfully completing its 60-day reliable operations test.  Providing vast 
improvements in efficiency, the project is considered one of the biggest single social 
infrastructure investments ever to have been completed in Western Australia’s far north. 
 
The joint project between Horizon Power and Independent Power Provider, Energy 
Developments Ltd replaced five ageing power stations in Derby, Fitzroy Crossing, Halls 
Creek, Looma and Broome with modern and efficient power stations that will meet the needs 
of communities for at least the next twenty years. 
 
The WKPP was the first project in Western Australia and only the second in Australia to use 
liquefied natural gas for power generation and included $300 million in capital works and over 
$400 million in power purchases over the next 20 years. 
 
Technical challenges of the project 
The changeover to the new Broome power station was not without its technical challenges, 
with a number of power interruptions experienced in Broome while the new station took the 
load of each part of the town.   

 
During this time the old power station provided back up to the new power station reducing the 
chance of further interruptions, and enabling quicker restoration times. 

 
Load banks (which mimic a customer load) were set up to prove the power stations’ reliability 
without having any impact on continuity of supply.  Proving the changes off-line ensured that 
any further issues related to the changeover did not impact on the community’s power supply 
and ensured that the plant functioned to its specifications when the changeover of the 
customer connections was completed. 
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Ongoing safety and asset management projects 
Horizon Power is working to achieve ‘fit for purpose’ network assets by 2011/12, that comply 
with all current safety and reliability standards and are prepared to supply the ever increasing 
capacity requests of our customers. 
 
Multiple projects are undertaken under the fit for purpose umbrella in order to maintain and 
where necessary, upgrade our assets and infrastructure.  By 2011/12, all assets will: 

 Present a low risk to the safety of Horizon Power staff and the communities we serve; 
 Supply quality and reliable power; 
 Be designed to grow at the same pace as communities; 
 Represent value for money for the business; 
 Be replaced at the end of their ‘useful’ life (i.e., before they are in need of substantial 

maintenance work);  
 Be proactively inspected and maintained to minimise points of failure; and 
 Comply with all current regulations, codes and standards. 

 
Some of the specific projects included are: 
 
Bushfire Management Plan 
The Bushfire Management Plan lists and schedules particular works to be completed each 
year in high fire risk areas across our service area.  Work undertaken each year in the 
identified areas includes: 

 Replacing standard drop out fuses with sparkless fuses;  
 Clearing the area immediately adjacent to drop-out fuses and pole top switches; 
 Remedial work to reduce three phase high voltage, overhead bay lengths to a 

maximum of 135 metres; and 
 Vegetation inspections and subsequent corrective actions. 

 
Single insulated streetlight upgrade 
Work is being undertaken in each region to upgrade single layer insulation with double layer 
insulation on street light wiring. 
 
This work will reduce the risk of insulation breakdown, which can lead to accidental 
energisation of streetlight poles, presenting a risk to the general public. 
 
Customer Connection Replacement Program  
In response to an identified risk, Horizon Power is replacing all bare conductors and PVC 
insulated overhead consumer service connections and customer service leads across the 
State in an effort to improve safety. 
 
With the completion date set for 2011/12, Horizon Power is ahead of schedule, with work 
completed in Halls Creek, Lake Argyle, Nullagine, Onslow, Wiluna and Laverton.  Work in 
Wyndham, Camballin and Menzies is nearing completion, and all other towns within the 
business’ service area at varying stages of completion. 
 
Major upgrade to Esperance’s rural network continues  
Major improvement works continued on the electricity network in the Esperance region as a 
result of the Esperance Network Regional Upgrade Project (ENRUP) during 2007/08. 
 
The project, undertaken by Horizon Power in an alliance partnership with Transfield Services, 
has seen more than 300 wooden poles in the region upgraded or replaced with steel poles; 
over 1000 insulators repaired or replaced; approximately 600 service connections upgraded, 
and the length between poles reduced to address issues associated with long spans of 
powerlines. 
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The upgrade of this infrastructure will help improve power reliability in the area and reduce the 
risk of pole-top fires, and the potential for clashing wires in strong winds, which can lead to 
bushfires. 
 
Additional activities undertaken during the course of the project include an increased number 
of powerline and aerial asset inspections conducted from helicopters using thermographic-
imaging technology across the entire Esperance district to identify potential problems and 
factor these into an expanded maintenance program. 
 
Developing solutions for remote customer care 
Customer service is an integral part of our operation, and will be bolstered by a new customer 
information and billing system to ensure that customers receive quality service at every point 
in which they interact with the business. 
 
An internal project team is making rapid progress on shaping the delivery of customer service 
at Horizon Power and is scheduled to deliver the project by mid 2009.  The new system will 
include innovative solutions that meet the needs of regional towns and remote communities in 
Western Australia. This may eventually include mobile service centres that will provide 
customer contact, payment facilities, meter reading and safety and energy education. 
 
Over time, Smart Meters will also help to streamline customer service processes, with the 
ability to disconnect and reconnect customers remotely, saving journey times to remote areas 
and improving the timeliness of response. 
 
Community and Customer Relations Managers looking after local needs 
Horizon Power’s Community and Customer Relations Managers provide a valuable gateway 
into the business for regional stakeholders, acting as a point of contact for local Shires, 
community groups and media, in addition to providing advocacy on their behalf within the 
business.  
 
Currently, Horizon Power has one Manager based in Karratha who liaises with communities 
and stakeholders in the Pilbara; a second is based Broome and serves the business’ 
stakeholders and communities in the Kimberley and a third, based in Perth provides advocacy 
and support to communities in the southern half of Horizon Power’s service area. 
 
The roles will be developed further to include an expansion of duties in respect to developing 
power supply contracts with customers and assisting with other local issues. 
 
Horizon Power is expanding its successful stakeholder management model with the 
recruitment of another three Community and Customer Relations Managers to be based in 
other regional offices. 
 
Making the Carnarvon power station a better neighbour  
Horizon Power commenced works at the Carnarvon power station to achieve noise compliant 
operations, with the project on schedule for completion in 2009.   
 
At a cost of approximately $7 million, the project includes the installation of a new generator, 
radiator and exhaust modifications and the repackaging of five low-noise, portable generators.  
Together, these alterations will reduce the noise level of the power stations generation, 
reducing the impact on local residents. 
 
Also included in the project scope is extensive consultation with the Department of 
Environment and Conservation and the community.  
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Underground power project completed in cyclone-prone Port Hedland  
All of Port Hedland’s overhead distribution powerlines and house connections were converted 
to underground in October 2007, as a part of the State Government’s State Underground 
Power Project.   
 
Port Hedland was the first town outside of the South West Interconnected System (SWIS) to 
be included in the project, which was co-funded by the State Government, Horizon Power and 
Town of Port Hedland. 
 
The project has proven successful, with no major faults recorded in the town, even during the 
07/08 relatively quiet cyclone season, since the works’ completion.  The underground service 
has significantly improved the reliability of power supplies in the cyclone-prone town as well as 
improving safety, aesthetics and property values.  
 
Carnarvon the second town to receive underground power  
Work commenced in November 2007 to underground overhead powerlines in Carnarvon’s 
town centre and the popular Fascine area, as part of a collaborative partnership between 
Horizon Power and the Shire of Carnarvon.  The project was due to be completed at the end 
of July 2008. 
 
The project involved the installation of underground cables, the removal of overhead electrical 
infrastructure including wooden poles, reinstatement of footpaths, traffic management and 
installation of new streetlights.  
 
The undergrounding has enhanced the appearance of the areas and aims to improve the 
safety, quality and reliability of power supplies for residents and businesses in the area. The 
work has been very well received by the Carnarvon community. 
 
Meeting gas supply challenges 
Horizon Power’s response to the gas supply challenges experienced at the North West Shelf 
and Varanus Island highlighted the speed and efficiency of the Emergency Management 
Team in dealing with crises of this nature. 
 
Two separate incidents in the north of the state - a fault at North West Shelf Venture’s 
Karratha Gas Plant on 2 January 2008 and the explosion at the Apache Energy Plant on 
Varanus Island on 3 June, demonstrated the need for industry to work together to find 
solutions when the system is vulnerable. 
 
The two incidents dramatically cut gas supplies to Western Australia’s power generators, 
requiring Horizon Power to work with its Independent Power Provider (IPP) partners to source 
replacement gas supplies and fuel diversity and security measures.  Contingency and back up 
fuel arrangements built into Power Purchase Agreements aided this process. 
 
Through careful planning, Horizon Power was able to maintain supply to its customers with 
the Horizon Power Control Centre in Karratha managing the North West Interconnected 
System and relationships with key suppliers and customers.   
 
A regional advertising campaign reminded customers of the business’ Betterways Energy 
Saving Ways brochures in which they could reduce their energy consumption, save money 
and contribute to the resolution of the gas supply problems. 
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REVIEW OF OPERATIONS cont... 
 
Delivering social benefits to the communities we serve 
 
Building capacity in the communities we serve – Aboriginal Communities Training 
Program 
Developing solutions that meet the energy needs of Western Australia’s remote Indigenous 
communities is a key priority of Horizon Power, but the isolation of these remote communities 
can present challenges for Horizon Power staff with network maintenance and responding to 
supply problems. 
 
In March 2008, the business introduced the Aboriginal Communities Training Program, which 
aims to increase Horizon Power’s Indigenous workforce and build stronger relationships within 
the many Indigenous communities within our service area. 
 
The innovative program is designed to train local Indigenous people from a number of the 
larger isolated and remote Aboriginal communities, to become Essential Services Officers 
(ESOs).  Horizon Power’s newly opened Kimberley Regional Office in Broome included 
facilities for the training centre. 
 
Equipping local community members with the knowledge and skills to carry out basic 
construction and maintenance work on their communities’ electrical networks will ensure 
electricity supply continuity and avoid the delays involved in waiting for a linesman to drive 
long distances. 
 
On completing the two-year training program, the trainee ESOs will receive nationally 
recognised certificates and will have the opportunity to expand their training to become 
qualified linesmen.  While Horizon Power aims to continue employing the qualified ESOs, this 
accreditation will allow them employment opportunities throughout Australia. 
 
As a part of the program, ESOs have been provided with trucks, tools and equipment and 
personal protective equipment, which they will continue to use in their day to day duties once 
employed by Horizon Power. 
 
At the end of the 2007/08 financial year, Horizon Power was successfully progressing the 
training of three local community members on the program.  The trainees will complete the 
program by March 2010.  
 
A second group of trainees will be recruited as part of the planned second phase of the 
Aboriginal and Remote Communities Power Supply Project.   
 
Aboriginal and Remote Communities Power Supply Project  
Phase One of the Aboriginal and Remote Communities Power Supply Project (ARCPSP) was 
completed in December 2007 when work on the five communities included in the project’s 
scope was completed. 
 
The ARCPSP is a significant project aimed at normalising power supplies in remote Aboriginal 
communities in the Kimberley.   
 
The remote communities of Beagle Bay, Djarindjin/Lombadina, Warmun, Ardyaloon, 
Bidyadanga and were included in this first phase of the project. 
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The project has improved the quality, reliability and affordability of power supplies to the 
communities.  The project involved: 

 The construction of five new power stations; 
 An audit and upgrade of the distribution network;  
 Installation of new streetlights; 
 Installation of prepayment electricity meters; 
 Retail services to individual customers at the uniform tariff, rather than a ‘whole 

community’ payment system; and 
 Education on electrical safety, what to do in the event of a power interruption and how 

to use the prepayment system. 
 
The new power stations use modern generating technology, which reduces noise and air 
pollutants, and are located away from the communities, which frees up land used by the 
existing power stations for more valuable community use. 
 
The communities are supplied with electricity at the State uniform tariff and eligible residents 
are able to receive Commonwealth and State Government subsidies on electricity 
consumption. 
 
The ARCPSP is a joint project with the Office of Energy, with funding provided by the State 
Government and Commonwealth Department of Families, Housing, Community Services and 
Indigenous Affairs. 
 
Horizon Power has recently received approval and funding from the State Government on the 
terms, timeframes and scope for the next phases of remote Indigenous community power 
regularisation.   
 
Spreading the safety message in regional schools 
Visiting schools to spread the safety message is a pleasure, but also a critical element of our 
infrastructure projects, particularly when work is taking place near to where school children 
live and play. 
 
Horizon Power staff visited schools in Ardyaloon, Bidyadanga, Djarandjin/Lombadina and 
Beagle Bay during work to regularise power supplies and put retail services in place.  To help 
the installation of the new system go as smoothly as possible, education sessions for 
residents were also held to provide the communities with details of the changeover to the new 
system. 
  
Beagle Bay’s Sacred Heart School Principal John Rose wrote of his appreciation. 
“Please pass on my thanks to the Horizon Power staff for all their assistance throughout the 
electricity changeover. Everyone has been friendly and helped make the transition as painless 
as possible.” 
 
Concessions for regional seniors and disadvantaged Western Australians 
Horizon Power, under Government approved schemes, administers various tariff and supply 
charge concessions for seniors and concession card holders.   
 
The subsidies are: 

 Seniors Air Conditioning Rebate – a rebate equivalent to the cost of 200kWh of 
electricity per applicable month, to offset the costs associated with operating an air 
conditioner; 

 Energy Rebate Scheme – under this scheme, eligible applicants are entitled to 
reduced fees on meter testing, and rebates on their account establishment fee and  
supply charge fee; 
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 Life Support Equipment Electricity Subsidy – available for eligible concession card 
holders who are dependant on specified life support equipment in their homes; and 

 Thermoregulatory Dysfunction Energy Subsidy Scheme – created for financially 
disadvantaged Western Australians suffering from Thermoregulatory Dysfunction, 
which limits their ability to control body temperature and causes them to need constant 
heating and/or cooling in their home. 

 
Providing tailored retail solutions 
Horizon Metering Services (HMS) was established in May 2006 to assist remote Indigenous 
communities in collecting revenue for their power through the installation of pre-payment 
meters. 
 
HMS has since successfully completed projects in two Fitzroy Crossing communities and four 
communities in the Kutjungka region in the Kimberley during the 2007/08 financial year. 
 
The Department of Families, Housing, Community Services and Indigenous Affairs has 
recently approved funding for a further 11 communities in the Central Desert to receive 
prepayment meters under HMS.  
 
Horizon Power is currently exploring opportunities for HMS in Halls Creek and has been 
asked to consider opportunities in South Australia. 
 
Improvement work continues on town reserve power supplies  
Phase Two of the Town Reserves Regularisation Project, a joint project between Horizon 
Power and the Western Australian Department of Housing and Works, continued during this 
last year.  
 
The project aims to regularise the power supply arrangements in Aboriginal town reserve 
communities with the Guda Guda and Warrayu communities in Wyndham having power 
supplies normalised during 2007/08. 
 
Under the project, Horizon Power:  

 Upgrades the existing distribution networks in the communities;  
 Upgrades the internal house wiring to a standard that is safe to connect to the network 

system; and  
 Establishes a direct retail arrangement with customers instead of the existing master 

meter arrangement.  
 
Through the regularisation project, Ready Power, a pay as you go electricity system using 
prepayment meters, has been introduced into the communities removing the burden of the 
‘chuck in’ payment system that was often difficult for communities to sustain.  
 
Communities planned for work during the 2008/09 financial year include:  

 Nambi Road Village in Leonora  
 Wongatha Wonganara in Laverton  
 Bondini in Wiluna  
 Junjuwa in Fitzroy Crossing  
 Burawa in Fitzroy Crossing  
 Darlgunaya in Fitzroy Crossing  
 Bungardi in Fitzroy Crossing 

 
Horizon Power’s commitment to Indigenous Western Australians – our Reconciliation 
Action Plan 
Horizon Power launched its inaugural Reconciliation Action Plan (RAP) 2008 – 2013 in June 
2008 to coincide with National Reconciliation Week.   
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Developed through collaboration by executive members, managers and staff from across the 
organisation, Indigenous staff and external Indigenous stakeholders, the RAP is based on 
three main activities – relationships, respect and opportunities – that can make a difference to 
ensuring young Indigenous people have the same life opportunities as other Australian young 
people.    
 
The RAP supports Horizon Power’s strong commitment to Indigenous Australians and is 
aligned to the business’ existing Strategic Plan 2008 – 2013, which aims to increase customer 
value through safe, improved and expanded service and build capacity, capability and 
opportunity to improve the lives of community members we serve.  
 
It is Horizon Power’s intention that the RAP will continue to develop and encourage the 
building of respectful relationships between Indigenous and non-Indigenous Australians, along 
with the development and implementation of initiatives that have lasting value in Indigenous 
communities. 
 
Indigenous Students Work Experience Program begins 
Horizon Power’s Indigenous Student Work Experience Program (ISWEP) is intended to give 
high school based Indigenous students the opportunity to gain experience in a number of 
different fields within Horizon Power’s metropolitan and regional locations.  
 
Placements are offered in all of Horizon Power’s sites in Karratha, Broome, Kununurra, 
Esperance, Port Hedland, Carnarvon, and Perth (Bentley), providing potential applicants with 
a range of location options. 
 
Students can choose to work in the areas of administration/reception, accounts, public affairs, 
community relations, information technology and electrical/field services.  The idea behind the 
program is for students to gain experience in a ‘real’ workplace environment. This experience 
will help to equip students for entry into work at the completion of their studies. Students will 
gain confidence, enhance interpersonal skills and establish potentially valuable work contacts. 
 
Cyclone and storm advertising campaign  
The north-west coast of Western Australia experiences more cyclone and severe storm 
crossings each year than any other community in the country.   
 
The general public is often unaware of the dangers of downed powerlines and other damaged 
infrastructure after a cyclone or severe storm and in November 2007, Horizon Power launched 
a cyclone and storm safety campaign.   
 
The key component of the campaign was the ‘Cyclone and Storm Action Plan’ – a booklet of 
safety and preparation tips that customers in both the north and south of the State can refer to 
in the event of adverse weather. 
 
The campaign was run in two parts, with the first focussing on customers in the north of the 
State at the beginning of the cyclone season of November to April; and the second to 
customers in the south in time for winter storms from June to August. 
 
The campaign was a success and is now intended to be an annual campaign. 
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REVIEW OF OPERATIONS cont... 
 
Minimising our environmental impact 
 
New Marble Bar and Nullagine power stations are the way of the future 
Horizon Power continues to seek to minimise the negative environmental impacts of its 
operations and future projects.  In particular, the business focuses on the identification and 
application of sustainable technologies to lessen environmental impacts, and to ensure that 
long-term supplies are maintained. 
 
Horizon Power has begun work to establish new power stations at Marble Bar and Nullagine 
to replace the existing power stations, which have reached the end of their service life, and is 
incorporating state-of-the-art solar generation and storage techniques.  The solar installations 
used would be the largest of their type in Western Australia. 
 
The power stations will set new benchmarks for hybrid diesel islanded systems with extremely 
high renewable energy penetration.  The solar energy systems used in the design will supply 
60 per cent of the annual energy for both towns, saving 412,000 litres of fuel and 1100 tonnes 
of greenhouse gas emissions each year. 
 
Horizon Power will build, own and operate the hybrid diesel power stations, with PowerCorp 
Pty Ltd as a development partner, for an estimated total cost of $23.3 million. 
 
Other benefits include significantly quieter power stations, and the potential to implement 
energy efficiency programs and education within each community. 
 
Both Marble Bar and Nullagine are similar in size, demand and environment to many of the 
ten communities being considered as part of Phase Two of the Aboriginal and Remote 
Communities Power Supply Project. The project therefore provides an excellent opportunity to 
develop and refine a standard station design for the Phase Two communities. 
 
Demand Side Management Project 
The Demand Side Management (DSM) Project aims to deliver the following outcomes for 
Horizon Power:  
 

 Minimised impact on the environment; 
 Reduced operating costs’  
 Delayed or reduced capital expenditure requirements; and 
 Delivered social benefit and leadership in the areas of energy efficiency, renewable 

energy generation and general sustainability. 
 
The climatic conditions, the high costs of energy generation within the business’ service area 
and our specific expertise put Horizon Power in a unique position to establish itself as a 
national leader in the area of demand side management. 
 
The project has examined the costs of Horizon Power’s generation in each district, the 
generation capacity risks, issues and approaching capital requirements and the opportunities 
to deploy renewable energy installations.  
 
These assessments have led to the following outcomes: 

 Community awareness campaigns to manage energy use more effectively will 
continue to be rolled out across Horizon Power’s service area under the Betterways 
Program and within the existing resource allocation. 
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 Four pilot projects have been assessed and are being implemented.  The projects are: 

 
o Mid West Privately Owned Renewables Pilot – increasing the prominence of 

privately-owned renewable power systems contributing to regional power 
supplies. 

o Hopetoun New Residential Pilot – taking a sustainable approach to new 
housing developments. 

o Mid West Business Audits and Actions Pilot – working with customers to 
reduce their power usage. 

o Water Corporation Peak Load Scheduling Pilot – working with a major 
customer to reduce their impact on power demand. 

 
‘Green’ product GreenSelect Carnarvon pilot 
The GreenSelect pilot program in Carnarvon is Horizon Power’s first ‘green’ initiative, created 
to encourage Horizon Power customers to reduce the emissions associated with their energy 
use and limit their impact on climate change. 
 
GreenSelect is 100 per cent accredited and audited by the National GreenPower Accreditation 
Program which sets stringent environmental and reporting standards. The GreenPower 
program guarantees that Horizon Power uses only government approved renewable sources.   
 
For an extra 5.5 cents per unit of electricity, customers are able to ensure energy equal to half 
or all of their yearly consumption is generated from a renewable energy source in regional 
Western Australia.  
 
The environmental benefits of delivering GreenSelect this way are the same as those that 
would be gained from delivering renewable electricity directly to a customer’s home or 
business. 
 
GreenSelect was developed as a response to requests for green energy options from our 
business and retail customers. Feedback is being gathered regularly to evaluate the success 
of the program.  
 
Betterways of promoting efficiency advice  
Our consumer awareness program, Betterways, encourages consumers to save energy in 
their own homes. 
 
The program is currently being promoted through our customer newsletter, On the Horizon in 
addition to targeted newspaper coverage and the Betterways Energy Saving Ways brochures 
on our website.  Importantly, the brochures’ advice is specific to different areas of the State, 
so regional customers can tailor their activities to their climate.  Betterways messages will 
soon also be printed on customer bills. 
 
With continuing coverage, the Betterways campaign will provide our customers with ideas, 
information, products, services, education programs and events to enable them to make 
positive energy saving changes.  
 
Climate change working group GeCO2 changing staff behaviour 
Like many organisations, Horizon Power is taking proactive measures to reduce the business’ 
contribution to the raft of emissions that are responsible for the climate change phenomena. 
 
GeCO2, Horizon Power’s internal working group, was created to investigate ways the 
business can change the way it uses energy as a business.  The group aims to reduce 
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emissions by changing staff behaviour and identifying opportunities to change the way we 
operate.   
 
GeCO2 meets regularly to discuss progress on the initiatives it has chosen to pursue and is 
making progress with several major projects and a real shift in staff behaviour towards 
environmental issues.  
 
One of the first initiatives rolled out by the group was the installation of video conferencing 
equipment in each office, to reduce staff’s travel requirements. 
 
During 2008, solar heat pump water systems will be trialled in the business’ regional locations 
for potential installation in all Horizon Power owned properties.  These water systems were 
also installed in the new Bentley Administration Centre earlier in the year. 
 
In addition, two non-operational fleet cars have been replaced by low-emission 
Mitsubishi Colts, with gas powered Lancers to be leased once they are available on the 
market. As the whole fleet of 17 cars is progressively replaced, this will result in a 53 per cent 
reduction in CO2 emissions from an average 24.2 kg per 100 km to 11.4 kg per 100 km.  
 
An additional bonus of the fleet car change is a $4000 reduction, in annual running costs per 
car; which is a potential $64,000 reduction in annual running costs for the non-operational 
fleet.  
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REVIEW OF OPERATIONS cont... 
 
Supporting regional development 
 
Building networks in the Pilbara 
The North West Interconnected System has developed over an extended period and its 
successful operation owes much to the cooperation of the major users (in most instances, 
owners) of the system. It is Western Australia’s second largest transmission network, 
delivering 475 MW across 1200 km of transmission lines. 
 
Driven primarily by demand for energy-intensive magnetite ore, requiring ten times the energy 
needed for hematite, the development of a sustainable and efficient electricity network in the 
Pilbara will be a central component of the ongoing development of the region and its 
continuing contribution to the State’s wealth.  
 
Horizon Power’s current estimates show that energy consumption in the Pilbara region will 
treble in size over the coming five to ten years, with base load generation requirements by 
2018 expected to reach 3,000 MW (with peak load well in excess). Overall, demand is 
expected to grow beyond the current consumption of the South West Interconnected System, 
which is situated in the heavily-populated south-west corner of the State. 
 
Horizon Power and Rio Tinto Iron Ore currently own 80 per cent of the existing network and 
share a long-standing and positive relationship, and the businesses are well placed to take a 
leadership role in implementing arrangements that will give clarity and surety to system 
participants and facilitate sustainable energy solutions. 
 
Horizon Power has been instrumental in coordinating a cooperative framework that ensures 
network planning is coordinated to optimise capital spend, with a structure put into place to 
provide a return to network owners.  
 
Once adopted, this cooperative approach will deliver cost savings for all industry participants, 
environmental benefits (through facilitating construction of efficient generation capacity) and 
support the development of other industries in the Pilbara, diversifying and strengthening the 
region’s position as an internationally significant industrial centre.  This vision is being pursued 
by Government through the industry reference group administered through the Department of 
Industry and Resources.  
 
Coral Bay wind farm further promotes natural power generation 
Horizon Power partnered with Verve Energy to build the new wind farm and low-load diesel 
power station on the fringe of Coral Bay, unveiled in August 2007.  
 
Under the scope of the project, Horizon Power also regularised power supplies, and installed 
a new metering system and a cyclone-proof underground network. 
 
It was the first time these particular wind turbines had been used in a Western Australian wind 
farm, and they can be lowered during extreme weather conditions, such as cyclones.  The 
wind farm’s three 275kW wind turbines generate approximately 45 per cent of Coral Bay’s 
electricity requirements. 
 
Additionally, Horizon Power and the Water Corporation worked together to ensure the new 
water plant take maximum use of wind power. 
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As a result of the project’s completion, Coral Bay residents now benefit from highly reliable 
and safe power supplies at the uniform tariff. 
 
The Minister for Energy congratulated Horizon Power and Verve Energy on another 
successful partnership and said he believed that using a natural resource to generate power 
was a significant contribution to renewable energy in Western Australia. 
 
“This section of the WA coast is earning an international reputation for its pristine 
environment,” he said. 
 
“The use of renewable generating equipment and the construction of an unobtrusive 
underground power network provides 21st century amenity without impacting on what people 
flock here to experience.” 
 
Coral Bay joins other regional centeres including Esperance, Hopetoun, Denham and 
Exmouth on the list of WA towns using wind to generate part of their power requirements. 
 
New Kimberley Regional Office opened in Broome 
The new Kimberley Regional Office, officially opened in October 2007 by the Minister for 
Energy, reflects Horizon Power’s long-term dedication to the people of the Kimberley and 
empowers our people to respond to the needs of local customers and is a successful model 
that we are continuing to use in all local communities within our service area. 
 
The project to construct the new office and the adjacent training centre began in April 2006 
and cost a total of $3.7 million.  The buildings were designed by NBC Aboriginal Corporation 
and constructed by Jaxon Construction and took approximately one year to complete. 
 
The building serves as a customer service centre, an operational area for line workers, and as 
a training facility for Essential Services Officers, which is a new role created under the 
Aboriginal Communities Training Program (see page 17).  
 
Developing partnerships in the communities we serve  
Horizon Power is proud to develop and support a broad range of community initiatives 
throughout regional Western Australia.  Community involvement is a natural part of successful 
business and Horizon Power seeks partnerships where we can contribute to lasting value.   
 
Over the last twelve months Horizon Power supported: 
Education 

 Karratha Youth Festival – part of the Shire of Roebourne’s program for listening to 
community ideas, the Festival’s creative arts programs enabled young people to 
develop film-making, musical and performance skills.   

 Carnarvon Primary School 
 Wirrapunda Foundation Pilbara Tour 
 Riding the Boom Conference 

Arts and Culture 
 Cossack Art Awards – attracts both Pilbara residents and thousands of visitors from 

across the country to Cossack to experience this wonderful exhibition.  In 2008, 
Horizon Power category sponsored the ‘Painting, Abstract/Modern, Oil or Acrylic’ 
category. 

 Port Hedland Art Awards – Horizon Power has been a supporting sponsor of the 
Awards for the past 6 years and in 2008 sponsored the 'Best Work by a Pilbara Artist' 
category. 

 Lions Club Mango Festival 
 Exibald Portrait Prize 
 Ord River Muster 
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 Bizet’s Carmen 
Sport 

 Blackrock Stakes – since 1971, the Pilbara Black Rock Stakes wheelbarrow race has 
raised in excess of $1 million for local community groups and organisations.  Horizon 
Power has been a long standing event sponsor. 

 Esperance District Football Association 
 Esperance Squash Open 
 Karratha Falcons Football Club 
 WA V8 Super Sedan Classic 
 Broome Speedway State titles 
 Leonora Golden Gift 
 Broome Surf Lifesaving Club 
 Esperance Soccer Association 

Community 
 Royal Flying Doctors – in 2007/08 Horizon Power donated a total of $5,000 to the 

RFDS. 
 Esperance Incident Control Vehicle – used by the volunteer bushfire brigades of 

Esperance Shire to coordinate the response to any major emergency.   
 Meekatharra Festival  
 Onslow Hospital 
 Shark Bay Arts Council Community Market Day 
 Broome Volunteer Sea Rescue Group  
 Karratha Chamber of Commerce Business Awards 
 Shire of Sandstone Centenary Celebration 
 Esperance Agricultural Show 
 Laverton Fire Fighters Day 
 Esperance Community Crime Prevention Partnership Committee 
 Shire of Roebourne Volunteer Recognition Award night 
 Australia Day Citizen Awards 
 Broome Lioness Teddy Bears Picnic 
 Kununurra Agricultural Show 
 North West Expo 
 Constable Care 
 Regional Achievement Community Awards 

 
Radio astronomy project to benefit both State and global communities 
Horizon Power is assisting with developing the strategy for power supply requirements for the 
most significant radio astronomy project ever developed.  
 
Australia and South Africa are in the running to be the site for the Square Kilometre Array 
(SKA) project - an international, next generation radio astronomy project that will be 50 times 
more powerful than the world’s largest existing telescope. 
 
This groundbreaking initiative will enable astronomers to see the formation of the early 
universe, including the emergence of the first stars, galaxies and other structures. It will shed 
light on the birth of the cosmos and revolutionise many areas of astronomy.  
 
The SKA footprint is within Horizon Power’s regional supply area, specifically within the Shire 
of Murchison. Its isolation and lack of noise pollution have made it one of the few places in the 
world that is suitable for the project.  
 
In collaboration with CSIRO and a number of industry groups, Horizon Power is focussing on 
renewable and green energy options in the tailoring of energy systems for the project.  As part 
of the bid for the project, the Australian SKA Pathfinder (ASKAP) will be built to represent one 
percent of the total SKA project. 
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In 2011, an international consortium will make a final decision on the location of the SKA. If 
Australia is chosen, the project offers significant knowledge benefits and business 
opportunities for the immediate area, for the state and the wider global community.  
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REVIEW OF OPERATIONS cont... 
 
Building the value of the business 
 
Horizon Power is striving to develop a corporate culture where there is a zero tolerance of 
activities or situations that have the potential to cause harm. 
 
Despite an excellent long-term safety record, Horizon Power is determined to break new 
ground in sustainable safety performance. 
 
New measures for on-the-job risks  
Job Risk Assessments (JRAs) work towards creating a safe work environment by 
systematically applying management policies, procedures and practices to the tasks of 
establishing the context, identifying, analysing, evaluating, treating, monitoring and 
communicating risk. 
 
Early in 2008, this process was recommended by line crews in the Stop and Consider Safety 
Workshops. A working group, consisting of both line crews and management, was assembled 
to decide on a process and promote it to staff with training.  
 
JRAs confirm that risks associated with the identified hazards are assessed and that 
appropriate control measures are implemented prior to, and during, every job. Each crew 
member fills out a standardised form – created by the working group – that will be used to 
assess and manage the risks associated with the job they are to undertake. 
 
This new and vital process applies to all Horizon Power employees, contractors and visitors 
and is mandatory for all operational work.  
 
Developing Horizon Power’s leadership ability  
Building the skills of Horizon Power’s leadership team is an important element of Horizon 
Power’s drive to achieve employee engagement and add a sense of shared leadership 
throughout the business. 
 
The Effective Shared Leadership Program comprises four days training held over two 
separate two-day workshops. It aims to equip managers with the tools, techniques and 
support to build the desired culture of Horizon Power. It also provides training on how to 
effectively manage people and increase their leadership capability. 
 
The modules in the program are focussed on leading through accountability, communication, 
collaboration, innovation and focus. 
  
The objectives are to develop: 

 Leaders who understand their roles in creating the future for Horizon Power; 
 Skilled inspirational and managerial leaders; 
 Leaders who embody Horizon Power’s way of working; 
 Staff skilled in new processes, systems and procedures; 
 An engaged, motivated, capable and committed workforce; 
 Staff who live the values through demonstrable behaviours; and 
 High performance teams that achieve the business outcome. 

 
The knowledge gained from this training will work towards enhancing our people management 
skills. It will also translate across the business as we increasingly embrace the notion of 
Effective Shared Leadership to achieve improved and innovative business outcomes. 
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Actions from specialist safety review near completed 
Following feedback provided by a specialist safety consultancy last year, Horizon Power’s 
Corporate Safety Committee developed and began implementing a safety strategy to address 
the four key areas of: 

 The role and engagement of the leadership team; 
 The conduct and effectiveness of workplace safety meetings; 
 The consistency and communication of safety framework documentation; and  
 The re-invigoration of front-end safety behavioural systems. 

 
These areas have been addressed through the following: 

 ‘Stop and Consider’ safety behaviour workshops attended by all staff;  
 Safety leadership program;  
 Safety is a now key component of every Executive performance meeting;  
 Safety performance plans have been added to all employees Personal Appraisal 

Learning and Development Plans (PALDPs);  
 General Managers and/or Managers participate in all safety meetings and workplace 

inspections;  
 The Corporate Safety Committee conducts a quality rating on all safety meetings; 
 Improved communications through more meeting groups, video conferencing and 

engagement training for General Managers; and 
 First annual Horizon Power Safety Representative Conference held in early 2008. 

 
Corporate Safety Committee continues to change business behaviour 
Horizon Power’s Corporate Safety Committee continues to promote safety as a business 
value and is rapidly rolling out new initiatives across the business to address identified safety 
and health issues. 
 
Some of the initiatives completed during the 2007/08 financial year include: 

 Code of Conduct;  
 Vehicle Emergency Kits – kits containing emergency equipment issued to all fleet and 

light commercial operational vehicles; 
 Improved communication across the business regarding safety issues, with the 

Corporate Safety Committee attending quarterly video conference meetings; 
 Skin cancer checks – Skin Patrol conducted skin cancer checks for all interested staff 

right across the business and provided additional advice when necessary; and 
 Awarded all staff with personal first aid kits soon after the successful attainment of one 

year Lost Time Injury (LTI) free. 
 
Current initiatives: 

 Conference for Horizon Power safety representatives; 
 Non-negotiable safety requirements; 
 5S behaviour based safety values; 
 HBF staff health assessments; 
 Job Risk Assessments (page 28); 
 Safety leadership program for operational leaders; 
 Fit for Work Policy;  
 Chem-alert, a dangerous goods database accessible by all staff; 
 Cintellate, an on-line hazard and incident reporting tracking system; and 
 Medical Emergency Response Plans for all regional and isolated Horizon Power 

offices. 
 
New Bentley offices incorporate new technologies 
In June 2008, Horizon Power’s Project Aurora accommodation team relocated Perth and 
Kewdale staff to new offices in Bentley Technology Park.  
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The open plan office was designed to create an environment in which people can collaborate, 
communicate and consult with each other in a more open way.  The design took into account 
the input that was received from each division, team representatives and advice from the 
architect. While the aesthetics and working productivity of the building were taken into 
account, feedback showed that staff considered environmental factors important in the design 
and construction of the offices.  Some of the environmental features of the offices include: 

 An energy efficient, heat pump, hot water system; 
 Chairs and desks manufactured from recycled components and are 90 per cent 

recyclable at the end of their life; 
 Air conditioning units using more efficient ‘inverter technology’; 
 Recycled rubberised floor treatments; 
 Water efficient taps; 
 Teleconference/video conference facilities in every meeting room (increasing the 

ability of staff in different locations to contact regularly without travelling); 
 Recycle bins for each desk; 
 Waterless urinals; 
 Water-based paints (no volatile organic compounds); 
 Printers using ‘swipe card’ technology to reduce the amount of paper wasted; 
 R3.0 insulation batts to reduce energy bills; 
 Double glazed windows to reduce heating and cooling costs; 
 Energy efficient lighting; 
 Smart building design to allow natural ventilation of the building roof space, to reduce 

heating and cooling costs; and 
 Window treatments on exposed windows to reduce the heat gain. 

 
Attraction and retention initiative  
Industry-wide labour shortages have affected Horizon Power’s ability to recruit staff into 
positions in Perth and particularly, in our regional area.  Wage pressures have also put a 
strain on the business’ ability to retain staff in an environment of competition for qualified 
tradespersons along with other skilled operational and management people. 
 
The Attraction and Retention initiative arose from Horizon Power’s need to develop innovative 
ways to attract and retain quality staff. By presenting an innovative ’pay and conditions’ 
package, the business is able to compete with the high salaries offered by the resource 
industry while leveraging, to a greater extent, the intrinsic benefits of working with Horizon 
Power. 
 
Specific proposals outlining improvements to training, contractor inclusion, workforce 
planning, succession planning, induction and employee consultation were unanimously 
endorsed by Executive and the People Services team is developing these initiatives further. 
 
Committed to regional capacity building  
Horizon Power has this year employed six new trainee linespeople.  The new trainees are 
from Esperance, Carnarvon, Karratha and Broome.  An additional three local Indigenous 
trainees have been recruited as a part of the Aboriginal Communities Training Program (page 
17). 
 
Employing local trainees is beneficial for both Horizon Power and the communities the 
trainees are from, as it develops capacity and capability in regional communities that would 
not otherwise be developed by bringing new employees into a town. 
 
Horizon Power’s experience suggests that staff are more inclined to stay working in their local 
community than those that come into a town for work, a valuable benefit given tight labour 
markets.  
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In October, the business will hold its first graduation ceremony for six additional Horizon 
Power trainees, and a second ceremony for three others in early 2009. 
 
Using experience to our advantage 
Horizon Power values the vast experience of our staff, many who have been involved in the 
WA energy industry since SECWA was established.   
 
Twenty-seven staff reached important milestones in April 2008, when they were presented 
with awards for 10, 15, 20, 25, 30, 35 and 40 years of service in the energy industry.   
 

Years of service Number of staff  
10 3 
15 2 
20 9 
25 4 
30 1 
35 6 
40 2 

 
The event was Horizon Power’s second service awards ceremony and also celebrated the 
efforts of those who had made significant contributions in the areas of Safety, Engagement, 
Agility and Professionalism. 
 
Recipients of these four staff awards were determined by peer nomination and demonstrated 
the behaviours that Horizon Power believes will take us where we need to go as a business.  
The positive response to the inaugural awards confirms their prestige which will grow in the 
ensuing years. 
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KEY STATISTICS 
 
Performance indicators  
Performance indicators  
(rolling 12 months)  

Target Actual 

Social benefit   
SAIDI: System outage duration * Less than 245 318 
SAIFI: Frequency of outages  Less than 5 6.67 
CAIDI: Duration of customer outages Less than 49 47.68 
Complying towns Greater than 26/34 25 
Corporate reputation index (per cent) Greater than 70 73 
Employee perception survey rating (per 
cent) 

Greater than 79 79 

Leadership survey rating (per cent)  Greater than 70 73 
Customer value   
Achievement of Service Standards (per 
cent) 

Greater than 90 96 

Average unit cost (cents/kWh) 25.56 27.32 
Average selling price (cents/kWh) 14.53 14.98 
 
* System performance measured in minutes 
 
Network assets  
Transmission lines   443 km
Distribution lines 

- High voltage overhead 
- High voltage single phase 
- Low voltage overhead 

2,540 km
2,604 km
2,231 km

Distribution cable (underground) 
- High voltage 
- Low voltage 

358 km
     517 km

Total transformer capacity 485,060 kVA
Number of streetlights   12,872
 
Employment  

Division Full time employees (FTEs) 
Office of the Managing Director 9 
Governance and Legal 15 
Commercial and Strategy 10 
Network Customer Services 114 
Finance and Corporate Services 28 
Generation and Technical Services 48 
Retail 15 
Public Affairs 12 
Total 251 
 
Safety targets 
Horizon Power monitors staff safety and measures the effectiveness of initiatives designed to 
ensure the safety of staff and contractors by using the traditional key performance indicators 
of Lost Time Injuries and Medical Frequency Rate, and Public Safety Incidents indicator for 
public safety risk. 
 
2007/08 financial year Target Actual 
Lost Time Injuries (LTIs) 0 4 
 
Medical Frequency Rate  

 
17 

18.8  
(equates to four LTIs and 

five other medical 
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treatments) 
Public Safety Incidents 9 0 
 
Electricity generation and sales (kWh) 

Power 
Station 

 Generated 
Power (kWh)  

 Wind 
Power 

Generated 
(kWh)  

 Purchased 
Power (kWh) 

 Total Power 
Purchased / 
Generated 

(kWh)  

 Used in 
Works 
(kWh)  

 Sent Out 
(kWhs)  

Ardyaloon    
 

1,351,451 
 

1,351,451 
  

-  
 

1,351,451 

Beagle Bay    
 

857,679 
 

857,679 
  

-  
 

857,679 

Bidyadanga    
 

2,273,794 
 

2,273,794 
  

-  
 

2,273,794 

Broome 
  

34,146,103   
 

97,010,950 
 

131,157,053 
  

921,100  
 

130,235,953 

Camballin 
  

-   
 

2,451,809 
 

2,451,809 
  

-  
 

2,451,809 

Carnarvon 
  

47,963,968    
 

47,963,968 
  

1,633,033  
 

46,330,935 

Coral Bay    
 

2,364,021 
 

2,364,021 
  

-  
 

2,364,021 

Cue 
  

-   
 

2,108,485 
 

2,108,485 
  

-  
 

2,108,485 

Denham 
  

3,339,237  
 

2,092,807  
 

5,432,044 
  

67,337  
 

5,364,707 

Derby 
  

18,798,200   
 

12,137,161 
 

30,935,361 
  

811,705  
 

30,123,656 
Djarindjin/ 
Lombadina    

 
1,073,935 

 
1,073,935 

  
-  

 
1,073,935 

Esperance 
  

-  
     
17,357,912 

 
52,950,600 

 
70,308,512 

  
183,749  

 
70,124,763 

Exmouth 
  

-   
 

24,418,255 
 

24,418,255 
  

-  
 

24,418,255 
Fitzroy 
Crossing 

  
9,050,856   

 
3,208,359 

 
12,259,215 

  
53,711  

 
12,205,504 

Gascoyne 
Junction 

  
-   

 
632,105 

 
632,105 

  
-  

 
632,105 

Halls Creek 
  

6,319,948   
 

3,486,457 
 

9,806,405 
  

186,498  
 

9,619,907 

Hopetoun 
  

-  
 

2,129,285 
 

3,262,612 
 

5,391,898 
  

16,637  
 

5,375,261 

Kununurra 
  

392,026   
 

53,811,454 
 

54,203,480 
  

1,778,572  
 

52,424,908 

Lake Argyle 
  

-   
 

374,567 
 

374,567 
  

-  
 

374,567 

Laverton 
  

-   
 

4,272,261 
 

4,272,261 
  

-  
 

4,272,261 

Leonora    
 

9,143,730 
 

9,143,730 
  

-  
 

9,143,730 

Marble Bar 
  

2,250,932    
 

2,250,932 
  

14,367  
 

2,236,565 

Meekatharra 
  

-   
 

7,043,199 
 

7,043,199 
  

-  
 

7,043,199 

Menzies 
  

-   
 

620,324 
 

620,324 
  

-  
 

620,324 
Mount 
Magnet 

  
-   

 
4,408,581 

 
4,408,581 

  
-  

 
4,408,581 
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Norseman    
 

4,673,041 
 

4,673,041 
  

-  
 

4,673,041 

Nullagine 
  

1,157,518    
 

1,157,518 
  

43,093  
 

1,114,425 

Onslow 
  

13,436   
 

5,307,425 
 

5,320,861 
  

13,102  
 

5,307,759 

Sandstone 
  

-   
 

762,058 
 

762,058 
  

-  
 

762,058 

Warmun    
 

2,141,944 
 

2,141,944 
  

-  
 

2,141,944 

Wiluna 
  

-   
 

2,615,186 
 

2,615,186 
  

-  
 

2,615,186 

Wyndham 
  

139,725   
 

8,076,435 
 

8,216,160 
  

67,414  
 

8,148,746 

Yalgoo 
  

-   
 

891,839 
 

891,839 
  

-  
 

891,839 

NWIS 
  

-   
           
379,237,300  

 
379,237,300 

  
-  

        
379,237,300  

TOTAL 
             

123,571,949 
          
21,580,004 

           
692,967,017 

           
838,118,971  

         
5,790,318  

        
832,328,653  

 
Environmental performance 
Horizon Power is committed to delivering a quality, reliable, electricity supply in an 
environmentally sustainable and responsible manner.  
 
The business recognises that innovative programs and ongoing management procedures 
must protect the rights of future generations to a sustainable and diverse natural environment. 
Horizon Power looks for every opportunity to enhance environmental performance and to 
contribute to sustainable practices. 
 
Horizon Power is committed to measuring environmental actions as a way of improving our 
performance, allocating resources efficiently and identifying areas of weakness.  
Environmental performance is tracked using a number of performance indicators. 
 
Greenhouse gas emissions 
Horizon Power’s key performance indicator for greenhouse gas emissions is carbon intensity 
(kg CO2e/kWh).  The carbon intensity of different activities can be measured and compared 
from year to year.  The key activity that Horizon Power measures using carbon intensity is the 
generation of electricity in power stations we own.   
 
The 2007/08 financial year is the first year the business has calculated the average carbon 
intensity of the electricity we purchase to on-sell.   In another first over the last year, we have 
calculated the average carbon emission associated with purchasing a kilowatt hour (kWh) 
from a generator and selling it to a customer.  This is shown under the ‘Transmission and 
distribution carbon intensity’ heading below. 
 
Greenhouse gas emissions by scope   Tonnes of CO2 Equivalents 
Scope 1 (Direct emissions)   85,038 
Scope 2 (Indirect emissions)   31,888 
Scope 3 (Further indirect emission) 561,133 
 
Of Horizon Power’s Scope 1 emissions, 84,069 tonnes were emitted during the combustion of 
fuel in our power stations.  The remaining 969 tonnes were emitted from our vehicle fleet. 
 
The business’ Scope 2 emissions were primarily due to losses in transmission and distribution 
networks.  This accounted for a total of 31,419 tonnes, while the remaining 469 tonnes were 
associated with electricity consumed in our depots and office buildings. 
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The Scope 3 emissions are almost entirely related to buying electricity from an Independent 
Power Provider (IPP) and selling it to a customer.  546,364 tonnes were calculated for this 
category of emissions. 
 

Performance Indicators     Kgs of CO2 Equivalent per kWh 
Horizon Power power stations carbon intensity   0.750 
Retailed power carbon intensity     0.808 

 Transmission and distribution carbon intensity   0.046 
 
Horizon Power sold a total of 803 GWh in electricity during the reporting period.  Please note, 
this figure refers to sent out generation minus line loses. 
 
Environmental licenses held by Horizon Power     Number 
Western Australia Department of Environmental Protection License  1 
Department of Industry and Resources License to Store Dangerous Goods 7 
 
Atmospheric emissions 
Horizon Power’s emission details are provided annually to the National Pollutant Inventory 
(NPI). This information can be accessed via http://www.npi.gov.au. The following tables 
provide information on the main atmospheric emissions from the business’ major power 
stations. 
 

Peformance Indicator     Total tonnes kgs/MWh  
Sulphur Dioxide emissions     23.3  00.16 
by regional power stations   

   
Nitrogen Oxides emissions     2,317  16.07 
by regional power stations    

 
Contaminated sites 
The Contaminated Sites Act 2003 requires Horizon Power report to the Department of 
Environment and Conservation (DEC) all sites known or suspected to be contaminated.   
 
Horizon Power has reported 28 sites to the DEC under the Act and some of these sites have 
since been classified by the DEC under the following headings. 
 

 Contaminated Remediation Required: 
o Exmouth 
o Esperance 
o Wittenoom 
o Derby 
o Wiluna 

 Remediated – Restricted Use: 
o Menzies 

 Possibly Contaminated – Investigation Required: 
o Onslow 
o Marble Bar 
o Laverton 

 
The remaining 19 reported sites have not yet been reviewed. 
 
Horizon Power maintains a close working relationship with the DEC and is committed to the 
careful remediation of all contaminated sites.  The business has made significant progress in 
characterising contamination at sites across the State and 26 sites have been the subject of 
some degree of environmental investigation.  In the past year, Horizon Power has undertaken 
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eight Quantitative Risk Analyses, four Detailed Site Investigations and many other sampling 
and monitoring events. 
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CORPORATE GOVERNANCE 
 
Governance Framework  
A Governance Framework was developed and implemented during the year, and provides the 
‘running rules’ that support the business by: 

 Providing a structure and consistency to the way Horizon Power does business; 
 Promoting the business’ values, corporate governance principles, systems and 

practices, including the roles, responsibilities and authorities of the Board and 
Executive; 

 Encouraging the creation of lasting value consistent with the Business Model; 
 Aligning with Horizon Power’s Strategic and Business Plans; and 
 Providing accountability and control systems consistent with the risks involved. 

 
Horizon Power’s governance principles are driven by the importance placed upon providing 
staff with the necessary knowledge (supported by structure, systems and processes) to allow 
them to appropriately respond to circumstances, issues and opportunities with a clear 
understanding of Horizon Power’s context. 
 
This ‘Response within Context’ means that employees are able to perform their activities in a 
responsible, thoughtful, knowledgeable and consistently professional manner, which 
contributes to the overall direction and success of the business. 
 
Board of Directors 
In accordance with the Electricity Corporations Act 2005, Horizon Power must be governed by 
a Board of Directors, of between four and six directors appointed by the Governor on the 
nomination of the Minister for Energy.  The Board of Directors is responsible to the Minister for 
Energy for the performance of the business.   
 
The Board Members between them have a suitable source of knowledge and experience with 
which to guide Horizon Power in ways to continuously expand and improve its services. 
 
Directors 
Brendan Hammond (Chairman) 
Brendan has a wealth of experience, having worked in large mining corporations for most of 
his career, and until recently served as Managing Director of Argyle Diamond Mines in 
Western Australia.   
 
Brendan is also Chairman of the Dampier Port Authority and in the role of Developments 
Approval Officer provides advice to the Government on the improvement and acceleration of 
processes for consideration of major development projects. 
 
As a board member of the WA Community Foundation he has a strong involvement in 
community and Indigenous activities, art, health and learning. 
 
Alan Dundas (Deputy Chairman) 
Alan has accumulated more than 30 years of experience in the resources industry both in 
Australia and overseas, most recently with WMC Resources where he served in senior 
management and Board roles.  
 
Alan has also held company representative roles with the Chamber of Minerals and Energy in 
Western Australia and the Northern Territory.   
 
He is a non-executive Director of Westralia Airports Corporation and is non-executive 
Chairman of Barminco Limited.   
 
Peter Yu 
Peter owns a consultancy company and specialises in providing strategic policy advice at the 
senior executive level in both the public and private sectors.  
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He has a strong interest and involvement in Indigenous governance, and in promoting the 
development of commercial partnership relationships between corporate and Aboriginal 
interests.  
 
Past roles have included positions with the Kimberley Land Council and the Kimberley 
Development Commission.  Peter’s term as Director finished on 30 June 2008. 
 
Susan Bradley 
Susan’s extensive business and community experience in the Kimberley has included owning 
and operating cattle stations, farms on the Ord Irrigation Area and a caravan park in 
Kununurra.  
 
She has lived in the Kimberley for more than 35 years and held positions including the 
Wyndham-East Kimberley Shire President, Chair of the Ord Development Study, Inaugural 
Chairman of the Kimberley Development Commission and Chair of the Kimberley Regional 
Water Resources Development Study.   
 
Susan is presently General Manager of two North Kimberley Dunkeld Pastoral Company Pty 
Ltd properties and Ellenbrae Station Pty Ltd, and is a Director of the Kimberley Foundation 
Australia Ltd. 
 
Tony Chilvers 
Tony is a solicitor with his own Karratha-based legal practice. He has lived and worked in the 
north west of Western Australia for more than 22 years and has a demonstrated knowledge of 
the concerns and interests of both residents and small businesses in the region. 
 
Tony has a strong commitment to the development of the Pilbara region, and to improving 
services and benefits to the communities in the north west of Western Australia. Tony’s term 
as Director finished on 30 June 2008 but he will continue as a consultant to the Audit and Risk 
Management Committee until 30 September 2008. 
 
Rod Hayes (Managing Director) 
Rod has 11 years of experience in Australia’s utilities sector and a record of strong and 
dynamic leadership.  
 
Before joining Horizon Power, he served for more than three years as the Chief Executive 
Officer of the Gladstone Area Water Board, a government-owned commercialised business 
servicing one of Queensland’s biggest coastal cities.  
 
Rod brings previous experience in senior management roles in the electricity sector, after 
spending several years with Tasmanian electricity distribution and retail company Aurora 
Energy.  
 
Rod is a Fellow of the Australian Institute of Management. 
 
Company Secretary 
Pete Feldhusen (Company Secretary) 
Pete is also Horizon Power’s General Manager, Governance and Legal.  
 
He has held Board, Company Secretarial, Financial and Operating Management positions in a 
number of mining, legal and utility organisations.  
 
Pete joined Horizon Power from Western Power, where he held the position of Manager 
Finance and Corporate Services for the Regional Business unit, before which he was 
Manager Risk Assurance and Audit for Western Power Corporation. 
 
Role of the Company Secretary 
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The company secretary provides administrative services to the Board and oversees the 
corporate governance systems. 
 
Special Advisor to the Board 
 
The Horizon Power Board has retained the services of Angela Riley as a specialist adviser to 
the Board to enable the Board to prudently discharge its Audit and Risk obligations. 
Attendance at Board meetings  
The Board meets bi-monthly, however there are a number of circular resolutions during the 
year which are also counted as meetings. 
 
                                                                                    Board Meetings 
 A B 
Mr Brendan Hammond (Chairman) 13 16 
Mr Alan Dundas (Deputy Chairman) 16 16 
Mr Peter Yu 11 16 
Ms Susan Bradley 15 16 
Mr Anthony Chilvers 14 16 
Mr Rod Hayes 15 15 
 
A – Number of meetings attended. 
B – Number of meetings eligible to attend during the time the Director held office during the 
year. 
 
Declarations of Interest 

 Brendan Hammond: Seymour Associates (Director/Owner) 
o Jirrawun Arts (Director) – resigned  
o Jirrawun Health (Director) – resigned 
o Western Australian Community Foundation (Director) 
 

 Alan Dundas: Ripstone Consulting (Director) 
o Westralia Airports Corporation Pty Ltd (Non-executive Director) 
o Barminco Limited (Non-executive Chairman) 
 

 Angela Riley:  BL Riley & Co. (Co-manager) 
o MG Community Foundation Pty Ltd (Director) 
o MG Dawang Land Pty Ltd (Director) 
o MG Developments Pty Ltd (Director) 

  
Horizon Power Directors’ Terms of Appointment 

Director Appointed Expires 

Brendan Hammond (Chairman) 1 Dec 2005 21 Mar 2009 

Alan Dundas (Deputy Chairman) 1 Apr 2006 31 Mar 2009 

Peter Yu 1 Apr 2006 30 Jun 2008 

Susan Bradley 1 Apr 2006 30 Jun 2007 

Second Term 1 Aug 2007 30 Jun 2008 

Third Term 1 Jul 2008 30 Jun 2010 

Anthony Chilvers 1 Apr 2006 30 Jun 2007 

Second Term 1 Aug 2007 30 Jun 2008 
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Rod Hayes (Managing Director) 30 Jan 2006 30 Jan 2008 

Second Term 1 Feb 2008 29 Jan 2009 

Consultants to the Board  Appointed Expires  

Angela Riley (Chair Audit and Risk Management Committee)  18 Apr 2006 31 Mar 2007 

Second Term 1 Apr 2007 30 Jun 2008 

Third Term 1 Jul 2008 30 Jun 2009 

Anthony Chilvers (Audit and Risk Management Committee) 1 Jul 2008 30 Sep 2008 

 
Audit and Risk Management Committee  
The Audit and Risk Management Committee (ARMC) is a committee of the Board of Directors 
of Horizon Power. The Committee’s role is to assist the Board to discharge its responsibility of 
oversight and corporate governance of the organisation. In doing so, the Committee is 
responsible to the Board.  
 
Specialist adviser, Angela Riley, who has a strong financial and auditing background, chairs 
the Committee and along with Peter Yu and Tony Chilvers, make up the membership of the 
ARMC. 
 
A key role of the Committee is to provide reasonable assurance to Directors that Horizon 
Power’s core business goals and objectives are being achieved in an efficient and economical 
manner, within an appropriate framework of internal control and risk management. 
 
Specialist Advisor Rob Kirkby who has a strong auditing background, also attends ARMC 
meetings. 
 
Financial Reporting 
The ARMC performs an overview function in financial reporting as follows: 

 Considers the appropriateness of Horizon Power’s accounting policies and principles; 
 Assesses significant estimates and judgements in the financial reports; 
 Reviews management’s process for ensuring compliance with laws, regulations and 

other requirements relating to the external reporting of Horizon Power; 
 Assesses information from the internal and external auditors regarding the quality of 

financial reports; and 
 Reviews the management of Treasury operations. 

 
Internal Control and Risk Management 
The ARMC provides oversight of the identification of risks and threats to Horizon Power, and 
the processes by which those risks and threats are managed. The Committee also assesses 
and adds value to Horizon Power’s corporate governance, including its systems of internal 
control and internal audit function. 
 
Composition of ARMC  
The ARMC comprises: 

 Angela Riley, Chair 
 Alan Dundas (to October 2007) 
 Peter Yu 
 Tony Chilvers (from December 2007 – present) 

 
ARMC meetings in the 2007/08 financial year were attended by: 

 Rod Hayes, Managing Director 
 Tony Cocks, General Manager Finance and Corporate Services 
 Pete Feldhusen, Company Secretary, General Manager Governance 
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 Andrew Georgiades, Manager Risk and Audit 
 David Tovey, Assistant Company Secretary 
 Amelia Yam, Manager Finance 
 Rob Kirkby, Special Advisor to the ARMC 

 
ARMC Meetings Attended 
  
Audit and Risk Management Committee Meetings 
 A B 
Mr Alan Dundas 1 2 
Mr Peter Yu 4 6 
Ms Angela Riley * 6 6 
Mr Tony Chilvers 4 4 
 
A – Number of meetings attended. 
B – Number of meetings eligible to attend during the time the Director held office during the 
year. 
 
*Special Adviser to the Board appointed to enable the Board to prudently discharge its Audit and Risk obligations. 

 
Remuneration report 
 
Principles used to determine remuneration 
The Minister for Energy (the Minister) approves the remuneration of all non-executive 
directors.  The Board, subject to the concurrence of the Minister approves the remuneration of 
the Managing Director (also referred to as the Chief Executive Officer). 
 
The Board, on recommendation of the Managing Director, approves the remuneration of all 
Executive Officers. 
 
Key Management Personnel Remuneration  
Horizon Power’s compensation policy is designed to: 

 Provide market competitive remuneration to employees having regard to both the level 
of work assigned and the personal effectiveness in its performance; 

 Allocate remuneration to employees on the basis of merit and performance; 
 Adopt performance measures that align the interests of employees with the interests of 

key stakeholders; and 
 Adopt a remuneration structure that provides an appropriate balance in ‘risk and 

reward sharing’ between the employee and Horizon Power. 
 
Non-Executive Directors 
Payment to non-executive directors consists of base remuneration and superannuation. 
 
Managing Director and Executives 
The Managing Director and Executives compensation framework is based upon total target 
remuneration that includes a total fixed remuneration structured with: 

 cash; 
 selection of prescribed non-financial benefits; 
 superannuation; and 
 cost of the fringe benefit tax. 

 
In addition to total target remuneration, those Executives resident in remote locations are also 
provided housing benefits and location allowances. 
 
Details of compensation 
Year ended 30 June 2008   

Non-executive Directors’ remuneration Cash salary and fees Superannuation Total 
 $ $ $ 

B Hammond  95,000   8,550   103,550  
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A Dundas  60,000   5,400   65,400  
P Yu  45,000   4,050   49,050  
S Bradley  45,000   4,050   49,050  
T Chilvers  45,000   4,050   49,050  
Total  290,000   26,100   316,100  

 
Year ended 30 June 2008   

Executives’ Remuneration 
Cash salary and 

fees 
Performance 

pay 
Non monetary 

benefits 
Super-

annuation Total 
 $ $ $ $ $ 

R Hayes  369,614   92,880   130,735   34,045   627,274
T Cocks (include redundancy 
payment)  481,026   29,051   -   22,651   532,728
P Feldhusen  195,138   23,929   -   20,338   239,405
M Laughton-Smith  194,982   35,467   -   22,870   253,319
D McDonald  200,639   47,294   43,259   18,057   309,249
D Martin  157,492   15,932   -   14,377   187,801
F Tudor  212,623   47,356   -   19,136   279,115
Z Wilk  257,205   42,516   106,982   22,296   428,999
Total  2,068,719   334,425   280,976   173,770   2,857,890

 
The non-executive directors of Horizon Power during the period were: 

 B Hammond - Chairman 
 A Dundas – Deputy Chairman 
 P Yu – Director 
 S Bradley - Director 
 T Chilvers - Director 

 
The other key management personnel of Horizon Power during the period were: 

 R Hayes – Managing Director 
 T Cocks – General Manager Finance and Corporate Services 
 M Laughton-Smith – General Manager Generation and Technical Services 
 D McDonald – General Manager Retail 
 D Martin – General Manager People and Public Affairs 
 F Tudor – General Manager Commercial and Strategy 
 Z Wilk – General Manager Network Customer Services 
 P Feldhusen – General Manager Governance and Legal, Company Secretary  
 D Tovey – Assistant Company Secretary 

 
Indemnification of Directors  
During the financial year the Directors’ and Officers’ Liability Insurance Policy was obtained to 
ensure that the Directors and Officers of the Corporation had adequate coverage.  
 
The Directors’ and Officers’ Liability Insurance Policy forms part of the Corporation’s Third 
Party Liability Policy.  
 
At the date of this report no claims have been made against the Directors and Officers 
component of the Policy. 
 
Corporate compliance disclosures  
 
Electricity licences 
The licensing framework in the Electricity Act 2004 (WA) came into operation on 1 January 
2005, and consequently an electricity supply licence is required for participants in the 
electricity industry who generate, transmit, distribute or sell electricity. 
 
The licence (EIRL 2) is granted by the Economic Regulation Authority (ERA).  The 
commencement date was 30 March 2006 and the expiry date is 29 March 2036. 
 
The principal functions of Horizon Power are: 
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 to generate, purchase or otherwise acquire electricity from sources of energy, 
including renewable sources; 

 to manage, plan, develop, expand, enhance, improve and reinforce electricity 
transmission and distribution systems, and provide and improve electricity 
transmission and distribution services; and 

 to supply to consumers electricity and services which improve the efficiency of 
electricity supply. 

 
Horizon Power also performs other duties as described in the Act in accordance with prudent 
commercial principles and must endeavour to make a profit to maximise its long-term value. 
 
Restriction on area in which Horizon Power may operate 
Within Western Australia, the performance of Horizon Power’s functions relating to electricity 
and provision of telecommunication services is limited to electricity systems in those parts of 
the State that are not served by the South West Interconnected System. 
 
State Records Act 2000 
Horizon Power maintains and supports quality record-keeping practices in its day-to-day 
business activities. The function of managing records resides within the Finance and 
Corporate Services Division of Horizon Power. During the year Horizon Power’s Record-
Keeping Plan was updated and submitted to the State Records Office and subsequently 
approved by the Minister for Energy. 
 
The record-keeping plan ensures all records are managed according to the requirements of 
the State Records Act 2000 and demonstrates an ongoing commitment to the training of staff 
in record-keeping principles and practices.  
 
Western Australian Electoral Act 1907 
In accordance with the requirements of Section 175ZE of the Western Australian Electoral Act 
1907, the following information in respect to expenditures (excluding GST) incurred by, or on 
behalf of, Regional Power Corporation during the financial period ended 30 June 2008 is as 
follows: 
 
Advertising agencies $162,630 
Market research organisations $41,200 
Direct mail organisations - 
Media advertising organisations $184,747 
 
Freedom of Information Act 1992 
The Freedom of Information Act 1992 requires Horizon Power to publish an Information 
Statement.  Our Information Statement is available online at 
http://www.horizonpower.com.au/general/foi_statement.html 
 
Disability Access Disclosures 
Horizon Power has prepared a Disability Access and Inclusion Plan in accordance with the 
Disability Services Act 1993. The plan will facilitate the provision of accessible services, 
facilities and information for people with disabilities. 
 
Public Interest Disclosures 
Horizon Power complies with various corporate obligations of the Public Interest Disclosure 
(PID) Act 2003. 
 
The PID Act enables employees to make disclosures about improper conduct within the 
organisation and aims to ensure openness and accountability in government by encouraging 
people to make disclosures and protecting them when they do. Horizon Power supports the 
principles of this plan and has commenced developing appropriate procedures and processes 
to comply with the Act. 
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There were no Public Interest Disclosures during the year. 
 
Observance of the Code of Conduct for Horizon Power 
Section 33 of the Electricity Corporations Act 2005 (WA) (Act) requires the Board of Horizon 
Power (Board) to provide to the Minister for Energy, at the same as delivering its Annual 
Report, a separate report on the observance of its Code of Conduct by members of staff. 
 
The Board confirms that consistent with Section 31 of the Act, Horizon Power’s Code of 
Conduct was developed after consultation with staff and the Commissioner for Public Sector 
Standards and was adopted by the Board at its meeting on 18 October 2006.  The Code of 
Conduct was revised and signed off by the Board during September 2007. 
 
The Code of Conduct has been circulated to employees of Horizon Power and is available on 
the Horizon Power website for employee reference. 
 
The Board and the Managing Director, under delegated authority, assign accountability to 
Managers in the organisation to ensure observance of the standards of conduct and integrity 
by members of staff. 
 
As at 30 June 2008, there were two reported incidents that breach the Code of Conduct. 
 
Environmental regulations  
Horizon Power acts responsibly to ensure compliance to all State and Federal environmental 
Acts and regulations that apply.  The main environmental legislation that impacts on its 
operation is the Environmental Protection (EP) Act 1986. This is an Act of the Western 
Australian Parliament and gives rise to many regulations with the main ones referred to below: 
 
EP (Controlled Waste) Regulations 2004 specify that certain wastes (used lube oil, 
transformer oil, interceptor wastes, oil filters, lead-acid batteries, etc) are carried only by 
licensed carriers and that any facility that regularly produces them has a generator 
identification number. Horizon Power regularly employs Nationwide Oil and Intercon Logistics 
to dispose of controlled wastes. 
 
EP (Native Vegetation Clearing) Regulations 2004 are designed to maintain the remaining 
native vegetation in the State.  They specify the need to gain a permit from the Department of 
Environment and Conservation prior to the clearing of any native vegetation during a non-
exempt activity. 
 
Other State and Federal legislation that Horizon Power operates under, but which have a 
smaller impact on the business, includes: 
 

 EP (Unauthorised Discharge) Regulations 2004; 
 EP (Noise) Regulations 1997; 
 Contaminated Sites Act 2003; 
 Dangerous Goods Safety Act 2004; 
 National Greenhouse and Energy Reporting Act 2007; and 
 Environmental Protection and Biodiversity Conservation Act 1999. 

 
Horizon Power has a site-specific license to operate the existing power station at Carnarvon. 
This licence contains specific requirements that must be met in order to continue operating. 
The conditions include reporting air emissions, testing stacks annually for emissions, 
guidelines for storing liquid fuels and chemicals and supplying an annual report to the 
Department of Environment and Conservation on power station operations. 
 
Financial performance  
Horizon Power ended the year at a net profit after tax of $1.5 million down from the prior 
year’s profit of $4.9 million. The key drivers for the variance are shown in the graph below.   
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Overall, the resource boom contributed to increased electricity sales in the North West 
Interconnected System ($6 million), along with an increase in developer and customer driven 
works.  However, completion of these works has been carried over to the next financial year, 
resulting in lower revenue recognised in comparison to the prior year.   
  
Community Service Obligations (CSO) and other revenue increased this financial year as a 
result of the completion of phase one of the Aboriginal and Remote Communities Power 
Supply Project, Coral Bay project and settlement of claims. 
 
Cost and demand pressures led to increased costs for labour and materials of $7.5 million to 
deliver Horizon Power’s work program. 
 
During the year, a number of new Power Purchase Agreements were recognised as finance 
leases in accordance with the relevant accounting standards. These include agreements for 
the supply of energy to the West Kimberley region, Coral Bay, Hopetoun, Denham and the 
five Aboriginal remote communities of Warmun, Ardyaloon, Djarindjin/Lombadina, Beagle Bay 
and Bidyadanga. The accounting of these agreements as finance leases resulted in 
approximately $21.6 million of additional interest and amortisation from the prior year. 
 
Also during the year, supply agreements for Esperance Power Station and the gas pipeline 
were reviewed and resulting changes led to the derecognition of these agreements as finance 
leases. The reversal resulted in an accounting revenue of $7.2 million. 
 
Accounting adjustments for decommissioning provisions and fair value of derivatives is the 
remaining major driver for the changes. 
 
Capital expenditure for the year was $73.2 million. 
 
Capital employed was $633 million, an increase of $272.1 million compared to the prior year. 
Capital employed includes interest bearing liabilities of $508.1 million, reflecting an increase of 
$265 million against the prior year, mainly as a result of finance leases.  
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Further information on the operations of the business is available from the body of this report. 
 
Dividends 
No dividends have been paid or recommended in respect of the period ended 30 June 2008. 
 
Significant changes in Horizon Power’s state of affairs 
In the opinion of the Directors, there were no significant changes in the Corporation’s state of 
affairs during the reporting period. 
 
Significant events after Balance Date 
 
Resignation of Board Members and replacements 
Peter Yu’s term as Director finished on 30 June 2008. 
 
Tony Chilver’s term as Director finished on 30 June 2008, but he will continue as a consultant 
to the Audit and Risk Management Committee until 30 September 2008. 
 
Nicole Lockwood and Robert Eagle were appointed as Board Members on 1 July 2008. 
 
Likely developments and future results 
Horizon Power forecasts no events likely to have a deleterious impact on the effective and 
efficient operation of the business. 
 
During the 07/08 Horizon Power expects to undertake the normalisation of a further three 
remote indigenous communities in the Kimberley region. 
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DIRECTOR’S DECLARATION 
 
 
In accordance with a resolution of the directors of Regional Power 
Corporation (trading as Horizon Power), we state that:  
 
In the opinion of the directors:  

(a) the financial statements and notes of the Corporation are in 
accordance with Schedule 4 of the Electricity Act 2005, including: 
(i) giving a true and fair view of the Corporation’s financial position 

as at 30 June 2008 and of its performance for the 12 month 
period ended on that date; and  

(ii) complying with Accounting Standards, AASB Interpretations and 
Corporations Regulations; and  

(b) there are reasonable grounds to believe that the Corporation will be 
able to pay its debts as and when they become due and payable.  

 
 
 
On behalf of the Board  
 
 
 
 
 
BRENDAN HAMMOND  ALAN DUNDAS 
CHAIRMAN DEPUTY CHAIRMAN  
 
 
 
9 September 2008 
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STATEMENT OF FINANCIAL PERFORMANCE 
Income Statement 
For the year ended 30 June 2008 
 

  30 June 30 June 
  2008 2007 

 

Notes $'000 $'000 

Revenue 4  164,085   148,222  
Cost of sales 6  (160,058)  (145,166) 
Gross profit   4,027  3,056 

Other income 5  79,726   70,934  
Expenses, excluding finance costs 6  (49,643)   (52,714)  
Finance costs 6  (32,306)  (14,416) 
Profit before income tax 

 
 1,804   6,860  

Income tax expense 7  (259)  (1,955) 
Profit after tax 

 
 1,545  4,905 

Profit for the year   1,545  4,905 

The above income statement should be read in conjunction with the accompanying notes. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
Balance Sheet 
As at 30 June 2008 
  30 June 30 June 
  2008 2007 

 

Notes $'000 $'000 

ASSETS    
Current assets    
Cash and cash equivalents 8  2,332   11,807 
Trade and other receivables 9  33,506   17,078 
Inventories 10  7,550   5,171 
Derivative financial instruments 3  1   - 
Current tax receivables 11  10   - 
Other current assets 12  506  348 
Total current assets   43,905  34,404 

    

Non-current assets    
Property, plant and equipment 13  643,093   364,876 
Net deferred tax assets 14,23  15,714   16,515 
Intangible assets 15  91  233 
Total non-current assets   658,898  381,624 

Total assets   702,803  416,028 

LIABILITIES    
Current liabilities    
Derivative financial instruments 3  9   - 
Trade and other payables 16  44,093   28,309 
Provisions 17  7,647   7,605 
Interest bearing liabilities 18  61,883   43,382 
Current tax liabilities 19  -   741 
Other current liabilities 20  5,863  5,208 
Total current liabilities   119,495  85,245 

    

Non-current liabilities    
Other payables 21  1,113   1,515 
Interest bearing liabilities 22  446,217   199,772 
Provisions 24                9,287              10,337
Retirement benefit obligations 25  1,789   1,399
Total non-current liabilities   458,406  213,023 

Total liabilities   577,901  298,268 

Net assets   124,902  117,760 

EQUITY    
Contributed equity 26  130,121   124,524 
Accumulated losses   (5,219)  (6,764) 
Total equity   124,902  117,760 

    

The above balance sheet should be read in conjunction with the accompanying notes. 
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Statement of Changes in Equity 
For the year ended 30 June 2008 

  30 June 30 June 
  2008 2007 

 

Notes $'000 $'000 

Total equity at the beginning of the financial year   117,760  101,905 
Profit for the year   1,545  4,905 
Contributions of equity, net of transaction costs 26  5,597  10,950 
Total equity at the end of the financial year 

 
 124,902  117,760 

Effect of correction of error in prior year    
Total equity as reported in the 2007 financial report   -  117,259 

Derecognition of finance lease assets      716 
Tax effect      (215) 

Restated total equity at the beginning of the financial year 
 

 -  117,760 

Profit as reported in the 2007 financial report   -   4,814 
Derecognition of finance lease                      130
Tax effect   -  (39) 

Restated profit   -  4,905 

The above statement of changes in equity should be read in conjunction with the accompanying notes. 
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Cash Flow Statement 
For the year ended 30 June 2008 
  30 June 30 June 
  2008 2007 

 

Notes $'000 $'000 

Cash flows from operating activities    
Receipts from continuing operations (inclusive of goods and services tax)   153,120   135,241 
Other receipts                72,266               71,594
Net Goods and Services Tax (GST) and Fuel Tax Credits received   10,347   9,476 
Interest received   1,307   1,393 
Payments to suppliers and employees (inclusive of GST)   (208,061)   (189,653) 
Borrowing costs   (31,657)   (14,186) 
Income tax paid   (77)  - 
Net cash (outflow) inflow from operating activities 33  (2,755)  13,865 

Cash flows from investing activities    
Proceeds from sale of property, plant and equipment   4,712   1,177 
Payments for property, plant and equipment   (65,986)   (55,086) 
Payments for intangible assets   (19)  - 
Net cash (outflow) inflow from investing activities 

 
 (61,293)  (53,909) 

Cash flows from financing activities    
Proceeds from borrowings   40,140   15,659
Developer and customer contributions to capital works                 9,238              23,186
Proceeds from contributed equity   5,597   12,025 
CES, customers' and contractors' deposits/(refunds)   (402)  (228) 
Net cash inflow (outflow) from financing activities   54,573  50,642 

      Net increase (decrease) in cash and cash equivalents  
  
              (9,475) 

  
              10,598

Cash and cash equivalents at the beginning of the financial year   11,807  1,209 
Cash and cash equivalents at the end of financial year  2,332  11,807 8 

The above cash flow statement should be read in conjunction with the accompanying notes. 
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1 Corporate information 
The financial report of Regional Power Corporation, trading as Horizon Power, for the year ended 30 June 2008 was 
authorised for issue in accordance with a resolution of the directors on 9 September 2008. 

The nature of the operations and principal activities of Horizon Power are described in the Corporate Governance section. 

2 Summary of significant accounting policies 
The principal accounting policies adopted in the preparation of the financial report are set out below.  These policies have 
been consistently applied to all the years presented, unless otherwise stated.   

(a) Basis of preparation 

This general purpose financial report has been prepared in accordance with Australian Accounting Standards, the 
framework and other authorative pronouncements of the Australian Accounting Standards Board, AASB Interpretations and 
the disclosure requirements of Schedule 4 of the Electricity Corporations Act 2005. 

The financial statements are presented in Australian dollars and all values are rounded to the nearest thousand dollars 
($’000) unless otherwise stated. 

Statement of Compliance 
The financial statements comply with Australian Accounting Standards, which include Australian equivalent to International 
Accounting Standards (AIFRS). 

Historical cost convention 
These financial statements have been prepared under the historical cost convention except derivative financial instruments. 

(b) Significant accounting judgements, estimates and assumptions 

The preparation of the financial statements requires management to make judgements, estimates and assumptions that 
affect the reported amounts in the financial statements. Management continually evaluates its judgements and estimates in 
relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements and estimates 
on historical experience and on other various factors it believes to be reasonable under the circumstances, the result of 
which form the basis of the carrying values of assets and liabilities that are not readily apparent from other sources. Actual 
results may differ from these estimates under different assumptions and conditions. 

Management has identified the following critical accounting policies for which significant judgements, estimates and 
assumptions are made. Actual results may differ from the estimates under different assumptions and conditions and may 
materially affect financial results or the financial position reported in future periods. 

Further details of the nature of these assumptions and conditions may be found in the relevant notes to the financial 
statements. 

Significant accounting judgements 

•  Lease Commitments 

Horizon Power has entered into Power Purchase Agreements relating to specific generating facilities.  Horizon Power has 
assessed whether it assumes all the significant risks and rewards of ownership in determining: 

i)  whether the agreements represent leases; and 

ii)  if the agreements represent leases, the classification of the leases is as operating or finance. 

•  Recovery of deferred tax assets 

Deferred tax assets are recognised for losses and deductible temporary differences as management considers that it is 
probable that future taxable profits will be available to utilise those losses and temporary differences. Assessing the future 
utilisation of these assets requires Horizon Power to make significant estimates related to expectations of future taxable 
income. 

•  Impairment of non-financial assets other than good-will 

Horizon Power assesses impairment of all assets at each reporting date by evaluating conditions specific to Horizon 
Power and to the particular asset that may lead to impairment. These include product and manufacturing performance, 
technology, economic and political environments and future product expectations. If an impairment trigger exists, the 
recoverable amount of the asset is determined. Management does not consider that triggers for impairment testing have 
arisen in the current financial period. 
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2 Summary of significant accounting policies (continued) 
(b)   Significant accounting judgements, estimates and assumptions (continued) 

Significant accounting estimates and assumptions 

•  Restoration and decommissioning 

A provision has been made for the present value of anticipated costs of future restoration and decommissioning of 
generating plants and workshops.  The provision includes future cost estimates associated with dismantling closure, 
decontamination and permanent storage of historical residues.  The calculation of this provision requires assumptions 
such as application of environmental legislation, plant closure dates, available technologies and engineering cost 
estimates. These uncertainties may result in future actual expenditure differing from the amounts currently provided. The 
provision recognised for each site is periodically reviewed and updated based on the facts and circumstances available at 
the time. Changes to the estimated future costs for sites are recognised in the balance sheet by adjusting both the 
expense or asset (if applicable) and provision. The related carrying amounts are disclosed in note 17 and note 24. 

•  Estimation of useful lives of assets 

The estimation of the useful lives of assets has been based on historical experience as well as lease terms (for leased 
equipment). In addition, the condition of the assets is assessed at least once per year and considered against the 
remaining useful life. Adjustments to useful lives are made when considered necessary. 

Depreciation charges are included in note 6. 

•  Estimation of unread sales 

Electricity meters are read on a periodic basis throughout the year. The estimation of accrued revenue associated with 
unread meters at the year end has been based on historical experience. 

(c) Foreign currency translation 

The functional and presentation currency of Horizon Power is in Australian dollars (A$). 

Transactions in foreign currencies are initially recorded in the functional currency at the exchange rates ruling at the date of 
the transaction.  Monetary assets and monetary liabilities denominated in foreign currencies are retranslated at the rate of 
exchange ruling at the reporting date.  All currency translation differences in the financial statements are recognised in the 
income statement. 

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange 
rate at the date of the initial transaction.  Non-monetary items measured at fair value in a foreign currency are translated 
using the exchange rate at the date when the fair value was determined. 

(d) Revenue recognition 

Revenue is recognised to the extent that it is probable that the economic benefits will flow to Horizon Power and the revenue 
can be reliably measured.  It is valued at the fair value of the consideration received, or to be received, net of the amount of 
Goods and Services Tax (GST).  The following specific recognition criteria must also be met before revenue is recognised: 

Sale of electricity 

Sale of electricity comprises revenue earned from the provision of electricity to entities outside Horizon Power and is 
recognised when the electricity is provided.  As at each reporting date, sales and other current assets incorporate amounts 
attributable to ‘unread sales’, which are an estimate of electricity delivered to customers that has not been billed at the 
reporting date. 
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(d) Revenue recognition (continued) 

Community service obligations 

Community Service Obligations (CSOs) are obligations to perform functions, on behalf of the State Government, that are not 
in the commercial interests of Horizon Power to perform.  Where the Government agrees to reimburse Horizon Power for the 
cost of CSOs, the entitlement to reimbursement is recognised in the income statement on a basis consistent with the 
associated CSO expenses.  Horizon Power recognises revenue in respect of the reimbursement of CSOs including:               

•  Air conditioning subsidy for seniors;              

•  Pensioner concessions; 

•  Tariff migration; 

•  Aboriginal and Remote Communities Power Supply Project; and 

•  Coral Bay electricity supply. 

Developer and customer contributions 

Horizon Power receives developer and customer contributions toward the extension of electricity infrastructure to facilitate 
network connection.  Contributions can be in the form of either cash or assets and consist of:  

•  Work performed for developers – developers make cash contributions to Horizon Power for the construction of electricity 
infrastructure within a subdivision;  

•  Handover works – developers have the option to independently construct electricity infrastructure within a subdivision.  
Upon approval by Horizon Power of the completed work, these network assets are vested in Horizon Power; and             

•  Upgrades and new connections – customers (including generators) make cash contributions for the upgrade or extension 
of electricity infrastructure to existing lots, or for the construction of electricity infrastructure to new lots in existing areas. 

Cash contributions received are recognised as revenue when the customers/developers are connected to the network in 
accordance with the terms of the contributions.  Vested assets are recognised as revenue at the point of handover and are 
measured at their fair value.  The network assets resulting from contributions received are recognised as property, plant and 
equipment and depreciated over their useful life. 

Interest income 

Revenue is recognised as interest accrues using the effective interest method.  This is a method of calculating the amortised 
cost of a financial asset and allocating the interest income over the relevant period using the effective interest rate, which is 
the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to the net 
carrying amount of the financial asset. 

Others 

Other revenue comprises revenue earned from the provision of activities incidental to the core activities of Horizon Power.  
Other revenue includes:                                                                                                                                                                

•  Joint ventures;             

•  Account establishment fees; 

•  Property rent;           

•  External chargeable works; and  

•  Connection and disconnection fees.             

(e) Tariff Equalisation Fund 

A significant portion of Horizon Power’s revenue is derived from the Tariff Equalisation Fund (TEF). Western Power pays 
money into the TEF in amounts determined by the Treasurer and the Minister for Energy. This money is released to Horizon 
Power as determined by the Treasurer. 
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(f) Cost of Sales 

Cost of sales are those costs attributable to the integrated manufacturing process involved in the generation and 
transformation of electricity into a saleable commodity. It includes costs associated with purchasing fuel and electricity as 
well as costs involved in operating and maintaining the transmission and distribution systems. 

Fuel costs 

Liquid fuels are assigned on the basis of weighted average cost. Gas costs comprise payments made under the sale and 
purchase agreement.               

Electricity costs 

Electricity purchased from independent generators is recognised at the contracted price on an accruals basis.      

Transmission and distribution operating costs 

Costs to operate and maintain the electricity transmission and distribution systems are recognised on an accruals basis. 

(g) National Taxation Equivalent Regime and other taxes 

The calculation of the liability in respect of Horizon Power’s taxes is governed by the Income Tax Administration Acts and 
the National Taxation Equivalent Regime (NTER) guidelines as agreed by the Western Australian State Government. 

Income tax on the profit or loss for the reporting period comprises current and deferred tax.  Income tax is recognised in the 
income statement except to the extent that it relates to items recognised directly in equity. 

Current tax is the expected tax payable on the taxable income for the reporting period using tax rates enacted or 
substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous periods.   

Deferred income tax is provided on all temporary differences at the balance sheet date between the tax bases of assets and 
liabilities and their carrying amounts for financial reporting purposes. 

Deferred income tax liabilities are recognised for all taxable temporary differences except: 

•  when the deferred income tax liability arises from the initial recognition of good-will or of an asset or liability in a 
transaction that is not a business combination and that, at the time of the transaction, affects neither the accounting profit 
nor taxable profit or loss; or 

•  when the taxable temporary difference is associated with investments in subsidiaries, associates or interests in joint 
ventures, and the timing of the reversal of the temporary difference can be controlled and it is probable that the temporary 
difference will not reverse in the foreseeable future. 

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax credits and 
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary 
differences and the carry-forward of unused tax credits and unused tax losses can be utilised, except: 

•  when the deferred income tax asset relating to the deductible temporary difference arises from the initial recognition of an 
asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the 
accounting profit nor taxable profit or loss; or 

•  when the deductible temporary differences is associated with investments in subsidiaries, associates or interests in joint 
ventures, in which case a deferred tax asset is only recognised to the extent that it is probable that the temporary 
difference will reverse in the foreseeable future and taxable profit will be available against which the temporary difference 
can be utilised. 

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it 
is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be 
utilised. 

Unrecognised deferred income tax assets are reassessed at each balance sheet date and are recognised to the extent that 
it has become probable that future taxable profit will allow the deferred tax asset to be recovered. 
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(g) National Taxation Equivalent Regime and other taxes (continued) 

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the 
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted 
at the balance sheet date. 

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets 
against current tax liabilities and the deferred tax assets and liabilities relate to the same taxable entity and the same 
taxation authority. 

Other taxes 

Revenues, expenses and assets are recognised net of the amount of GST except: 

•  when the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case 
the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and 

•  receivables and payables, which are stated with the amount of GST included. 

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables 
in the balance sheet. 

Cash flows are included in the Cash Flow Statement on a gross basis.  The GST component of cash flows arising from 
investing and financing activities that are recoverable from, or payable to, the taxation authority is classified as part of 
operating cash flows. 

Commitments and contingencies are the disclosed net of the amount of GST recoverable from, or payable to, the taxation 
authority. 

(h) Leases 

Finance leases that transfer to Horizon Power substantially all the risks and benefits incidental to ownership of the leased 
item are brought to account by recognising an asset and liability at the inception of the lease equal to the fair value of the 
leased item or, if lower, the present value of the minimum lease payments. 

Lease payments are apportioned between borrowing costs in the income statement and reduction of the lease liability in the 
balance sheet so as to achieve a constant rate of interest on the remaining balance of the liability. 

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or the lease term. 

Horizon Power has recognised finance leases implicit in existing electricity purchase agreements in accordance with AASB 
Interpretation 4 “Determining whether an Arrangement contains a Lease” and AASB 117 “Leases”.  Horizon Power does not 
have any other finance leases as at 30 June 2008. 

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating 
leases.  Horizon Power’s operating lease payments are representative of the pattern of benefits derived from the leased 
assets and accordingly are recognised in the income statement in the reporting periods in which they are incurred. 

(i) Impairment of assets 

At each reporting date Horizon Power assesses whether there is any indication that an asset may be impaired, that is, where 
events or changes in circumstances indicate the carrying value exceeds recoverable amount.  Where an indicator of 
impairment exists, Horizon Power makes a formal estimate of recoverable amount.  Where the carrying amount of an asset 
exceeds its recoverable amount the asset is considered impaired and is written down to its recoverable amount.   
Impairment losses are recognised in the income statement. 

(j) Cash and cash equivalents 

Cash and cash equivalents comprise cash at bank, deposits held at call with financial institutions, other short-term deposits 
with an original maturity of three months or less that are readily convertible to known amounts of cash. 
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(k) Trade and other receivables 

Trade receivables, which generally have 21-day terms for tariff customers, 14-day terms for contract customers and 30 to 90 
days for non-energy customers, are recognised and carried at original invoice amount, less a provision for any irrecoverable 
amounts.  This provision is raised when collection of the full amount is no longer probable. 

Collectability of trade receivables is reviewed on an ongoing basis.  Debts which are known to be uncollectible are written off 
by reducing the carrying amount directly. An allowance account (provision for impairment of trade receivables) is used when 
there is objective evidence that Horizon Power will not be able to collect all amounts due, according to the original terms of 
the receivables. Significant financial difficulties of the debtors, probability that the debtor will enter bankruptcy or financial 
reorganisation, and default or delinquency in payments, are considered indicators that the trade receivable is impaired. The 
amount of the impairment allowance is the difference between the asset's carrying amount and the present value of 
estimated future cash flows, discounted at the original effective interest amount and the present value of estimated future 
cash flows, discounted at the original effective interest rate. Cash flows relating to short-term receivables are not discounted 
if the effect of discounting is immaterial. 

The amount of the impairment loss is recognised in the Income Statement within other expenses. When a trade receivable 
for which an impairment allowance had been recognised becomes uncollectible in a subsequent period, it is written off 
against the allowance account. Subsequent recoveries of amounts previously written off are credited against other expenses 
in the income statement. 

(l) Inventories 

Inventories are valued at the lower of cost and net realisable value. The cost incurred in bringing inventories to their present 
location and condition is assigned on the following basis: 

•  Liquid fuels           – weighed average cost basis;                                                                                                                     

•  Consumables       – weighted average cost basis; and                                                                                                             

•  Rotational spares – refurbished cost basis. 

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and 
the estimated costs necessary to make the sale. 

A provision to allow for the expected impairment in value of materials inventory, due to obsolescence and items being 
surplus to requirements, has been determined by periodic review. 

(m) Interest in joint ventures 

Joint ventures are a contractual arrangement in which Horizon Power and other parties undertake an economic activity 
subject to joint control.  Joint control exists when no party is in a position to unilaterally control the economic activity. 

Interest in joint venture operations  

Where material, Horizon Power’s interests in joint venture operations are accounted for in the financial statements by 
recognising Horizon Power’s: 

•  Assets employed in the joint ventures;                                                                                                                                      

•  Liabilities incurred in relation to the joint ventures;    

•  Expenses incurred in relation to the joint ventures; and  

•  Share of income earned from the joint ventures. 

(n) Derivatives 

Through its operations, Horizon Power is exposed to changes in interest rates, foreign exchange rates and commodity 
prices.  These risks may be managed with the prudent use of derivative financial instruments such as commodity swaps and 
forward foreign exchange contracts.  Horizon Power only uses derivatives in liquid markets and all hedge activities are 
conducted within Horizon Power’s Board approved policy.  Comprehensive systems are in place and compliance is 
monitored closely.  Horizon Power uses derivatives solely for hedging and not for speculative purposes. 
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(n) Derivatives (continued) 

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are subsequently 
re-measured to fair value. Derivatives are carried as assets when their fair value is positive and as liabilities when their fair 
value is negative. The fair value of forward foreign exchange contracts and commodity price (oil) hedging contracts is 
obtained from an external financial risk adviser.  The method of recognising the resulting gain or loss depends on whether 
the derivative is designated as a hedging instrument.  

Hedge accounting is applied to derivative financial instruments that are designated as hedging instruments.  Horizon Power 
designates such derivatives as either:                                                                                                                                          

•  Cash flow hedges when they hedge exposure to variability in cash flows that is either attributable to a particular risk 
associated with a recognised asset or recognised liability or a forecasted transaction; or 

•  Fair value hedges when they hedge the exposure to changes in the fair value of a recognised asset or recognised liability.  

Horizon Power documents at the inception of the transaction the relationship between hedging instruments and hedged 
items, as well as its risk management objective and strategy for undertaking various hedge transactions.  Horizon Power 
also documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used 
in hedging transactions have been and will continue to be highly effective in offsetting changes in fair values or cash flows of 
hedged items. 

Fair value hedges 

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recognised in the income 
statement, together with any changes in the fair value of the hedged asset or hedged liability that are attributable to the 
hedged risk.  There is no impact on the equity reserves. Horizon Power has not accounted for any derivative financial 
instruments that qualify for hedge accounting as fair value hedges. 

Cash flow hedges                                                                                                                                                                        

The effective portion of changes in fair value of derivatives that are designated and qualify as cash flow hedges is 
recognised in equity in the hedging reserve.  The gains or losses relating to the ineffective portion are recognised 
immediately in the income statement.                                                                                                                                           

Amounts accumulated in equity are recycled in the income statement in the period when the forecast purchase that is 
hedged takes place.  However, when the forecast transaction that is hedged results in the recognition of a non-financial 
asset (i.e. qualifying assets) or non-financial liability, the gains and losses previously deferred in equity are transferred from 
equity and included in the measurement of the acquisition cost or carrying amount of the asset or liability.                            

When a hedging instrument expires, is sold, is terminated or when a hedge no longer meets the criteria for hedge 
accounting, any cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast 
transaction is ultimately recognised in the income statement.  When a forecast transaction is no longer expected to occur, 
the net cumulative gain or loss that was reported in equity is immediately transferred to the income statement.                        

Derivatives that do not qualify for hedge accounting 

For derivatives that do not qualify for hedge accounting, any changes in fair value are recognised immediately in the income 
statement. 

Embedded derivatives 

Derivatives embedded in contracts that change the nature of the host contract’s risk are separately recorded at fair value 
with movements recorded in the income statement.                                                                                               

At 30 June 2008, Horizon Power did not have any derivatives embedded in contracts. 

 

 

 



 
NOTES TO THE FINANCIAL REPORT cont… 
 

 

2 Summary of significant accounting policies (continued) 

59 

(o) Property, plant and equipment 

Property, plant and equipment is stated at historical cost less accumulated depreciation and any accumulated impairment 
losses. 

Acquisition of assets 

The cost method of accounting is used for all acquisitions of assets.  Cost is determined as the fair value of the asset given 
at the date of acquisition plus costs incidental to the acquisition. Direct costs together with associated indirect costs in 
respect of assets being constructed are capitalised. 

Decommissioning costs 

Upon recognition of an item of property, plant and equipment, the cost of the item includes the anticipated costs of 
dismantling and removing the asset, and restoring the site on which it is located, discounted to their present value as at the 
relevant date of acquisition. 

Capitalisation of borrowing costs 

Borrowing costs are capitalised during the construction of major capital projects that have construction periods extending 
beyond one year. 

Depreciation 

Discrete assets that are not subject to continual extension and modification are depreciated using the straight-line method.  
Such assets include power stations, the transmission network and buildings. 

Other assets, primarily the electricity distribution network that are continually extended and modified are depreciated using 
the reducing balance method.  Land is not depreciated. 

The useful lives of Horizon Power’s major property, plant and equipment classes are as follows: 

 

- Buildings 40 years 
- Plant and equipment 10-15 years 
- Equipment under finance leases based on term of contract, which typically ranges 

between 10 to 20 years 
- Construction in progress no depreciation 

 

Depreciation rates are reviewed annually, and if necessary adjusted to reflect the most recent assessment of the useful lives 
of the assets. 

Disposal of assets 

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected 
to arise from the continued use of the asset. 

Any gain or loss arising from de-recognition of an asset is measured as the difference between the net disposal proceeds 
and the carrying amount of the asset, and is recognised in the income statement when the asset is derecognised. 

(p)   Intangible assets 

Intangible assets acquired separately are capitalised at cost at the date of acquisition. Following initial recognition, the cost 
model is applied to the class of intangible asset. 

Amortisation 

The useful lives of intangible assets are assessed to be either finite or indefinite. For intangible assets with finite useful lives, 
an amortisation expense is recognised in the income statement over the useful lives of the assets. Computer software 
assets have finite useful lives. Amortisation is calculated using the straight-line method. The useful lives of Horizon Power’s 
computer software are 2.5 years 

Amortisation rates are reviewed annually, and if necessary adjusted to reflect the most recent assessment of the useful lives 
of the assets. 
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(p)   Intangible assets (continued) 

Disposal of assets 

An intangible asset is derecognised upon disposal or when no future economic benefits are expected to arise from the 
continued use of the asset. Any gain or loss arising from de-recognition of an intangible asset is measured as the difference 
between the net disposal proceeds and the carrying amount of the asset, and is recognised in the income statement when 
the asset is derecognised. 

(q) Trade and other payables 

These amounts represent liabilities for goods and services provided to Horizon Power prior to the end of the reporting period 
that are unpaid. The amounts are unsecured and are settled within prescribed periods. 

(r) Interest bearing liabilities 

All interest-bearing liabilities are initially recognised at fair value net of transaction costs incurred.  Subsequent to initial 
recognition interest-bearing liabilities are measured at amortised cost using the effective interest method.  Amortised cost is 
calculated by taking into account any issue costs and any discount or premium on settlement. 

Any difference between the cost and the redemption amount is recognised in the income statement over the period of the 
interest bearing liabilities using the effective interest method. 

(s) Borrowing costs 

Borrowing costs are recognised in the income statement as an expense when incurred, except where they are included in 
the costs of qualifying assets as described in note 2(o).  Borrowing costs are capitalised where they relate to the financing of 
significant projects under construction for more than one year up to the date of commissioning or sale.  Borrowing costs are 
capitalised at the weighted average interest rate applicable to Horizon Power’s outstanding borrowings during the period of 
capitalisation. 

Borrowing costs may include:                                                                                                                                                      

•  Amortisation of ancillary costs incurred in connection with the arrangement of borrowings;                                                     

•  Amortisation of discounts or premiums relating to borrowings;      

•  Discount rate adjustment for the movement in present value over time in connection with the contributory extension 
scheme payables and decommissioning costs;  

•  Finance charges in respect of finance leases recognised;    

•  Interest on bank overdrafts, short-term and long-term borrowings; and 

•  Guarantee fees on borrowings from the Western Australian Treasury Corporation (WATC). 

(t) Provisions 

Provisions are recognised when:                                                                                                                                                   

•  Horizon Power has a present obligation (legal or constructive) as a result of a past event;                                                      

•  It is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and   

•  A reliable estimate can be made of the amount of the obligation. 

Employee benefits 

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting date.  
These benefits include annual leave and long service leave.                                                                                                        

Liabilities arising in respect of annual leave, unconditional long service leave and any other employee benefits due within 
twelve months from the reporting date are measured at their nominal amount based on remuneration rates that are expected 
to be paid when the liability is settled.  All other employee benefit liabilities are measured at the present value of the 
estimated future cash outflow to be made in respect of services provided by employees up to the reporting date.  In 
determining the present value of future cash outflows, the market yield at the reporting date on selected Commonwealth 
Government securities, which have terms to maturity approximating the terms of the related liability, are used.       
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(t) Provisions (continued) 

A provision for the on-costs attributable to annual leave and unconditional long service leave benefits is recognised in other 
provisions, not as employee benefits. 

Decommissioning costs 

Provision is made for the present value of the estimated cost of legal and constructive obligations to restore operating 
locations in the period in which the obligation arises.  The nature of decommissioning activities includes the removal of 
generating facilities and restoration of affected areas, including the treatment of contaminated sites.                                         

Typically, the obligation arises when the asset is installed at the location.  When the provision is initially recognised, the 
estimated cost is capitalised by increasing the carrying amount of the related generating facility.  Over time, the provision is 
increased for the change in the present value based on a risk adjusted pre-tax discount rate appropriate to the risks inherent 
in the liability.  The unwinding of the discount is recorded as an accretion charge within borrowing costs.  The carrying 
amount capitalised in generating assets is depreciated over the useful life of the related assets (refer note 2(o)).      

Costs incurred that relate to an existing condition caused by past operations, and do not have a future economic benefit, are 
expensed. 

Other provisions 

Provision is made for current and non-current sundry obligations of Horizon Power. 

(u) Retirement benefit obligations 

All employees of Horizon Power are entitled to benefits upon retirement, disablement or death from one of many 
superannuation plans, which may include a defined contribution section, a defined benefit section, or both. 

The defined contribution section, being the Superannuation Trust of Australia and other employee nominated funds, receive 
fixed contributions and Horizon Power's legal and constructive obligation is limited to these contributions. 

The defined benefit sections provide either a pension or lump sum benefit based upon years of service and final salary, 
averaged over a number of years in accordance with the relevant governing rules.  Each of the defined benefit sections, 
being the Pension Scheme and the Gold State Superannuation Scheme, is closed to new members. 

The Pension Scheme and Gold State Superannuation Scheme are State plans.  

In the case of the Superannuation Trust of Australia, the defined benefit section is immaterial in terms of the number of 
members and employer contributions.  As the substance of the superannuation plan is primarily a defined contribution plan 
and the separate treatment of the defined benefit section is not expected to add any material information to the users of the 
financial report, the entire Superannuation Trust of Australia has been treated as a defined contribution plan. 

Defined contribution superannuation plans 

Obligations for contributions to defined contribution plans are recognised in the income statement as incurred. 

Defined benefit superannuation plans 

A provision in respect of the defined benefit superannuation plans is recognised in the balance sheet and is measured at the 
present value of the defined benefit obligations, based upon services provided up to the reporting date, plus/less 
unrecognised actuarial gains/losses less the fair value of the superannuation plans' assets at that date and any 
unrecognised past service cost. 

The present value of the defined benefit obligations is based upon expected future payments and is calculated using 
discounted cash flows consistent with the projected unit credit method.  Consideration is given to the expected future wages 
and salaries level, experience of employee departures and periods of service. 

Expected future payments are discounted using the market yield, as at the reporting date, on selected Commonwealth 
Government securities with terms to maturity approximating the terms of the related liability. 

The defined benefits of the Pension Scheme are wholly unfunded.  Horizon Power meets the cost of these benefits when the 
employee leaves the service of Horizon Power. 

Actuarial gains and losses arising from experience adjustments and changes in actuarial adjustments are recognised 
immediately in the income statement. 

Retirement benefit obligations are paid as an untaxed amount to the employee and therefore no provision is required to be 
made for future taxes in measuring the net asset or liability relating to retirement benefit obligations. 
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(v) Renewable Energy Certificates 

The Renewable Energy (Electricity) Act that took effect on 1 April 2001 requires electricity wholesale purchasers to source 
specified amounts of electricity from renewable energy (RE) sources.  The Act imposes an annual liability, on a calendar 
year basis, by applying the specified renewable power percentage to relevant wholesale acquisitions.  The requirements of 
the Act are applicable until 31 December 2020.  No certificates can be created; and no liability arises, in respect of electricity 
generated after this date. 

The RE liability is extinguished by annual surrender of an equivalent number of renewable energy certificates (RECs) with a 
penalty applying for any shortfall.  Horizon Power has a contract with Verve Energy for the acquisition of RECs. Horizon 
Power’s liability is based on estimated sales volume multiplied by the agreed contract price per REC from Verve Energy.  

RECs purchased from external sources are recognised as current assets at their purchase price. 

(w) New accounting standards and interpretations as at June 2008 

AASB Standards and Interpretations that have recently been issued or amended but are not yet effective have not been 
adopted by Horizon Power for the annual reporting year ended 30 June 2008. 

These are outlined below: 

Reference Title Summary Application 
date of 

standard* 

Impact on Horizon 
Power financial report 

Application 
date for 
Horizon 
Power* 

AASB Int. 12 
and AASB 
2007-2 

Service Concession 
Arrangements and 
consequential 
amendments to 
other AASB 
Standards 

Clarifies how operators 
recognise the 
infrastructure as a 
financial asset and/or 
an intangible asset – 
not as property, plant 
and equipment. 

1 January 
2008 

Unless Horizon Power 
enters into service 
concession 
arrangements or public-
private-partnerships 
(PPP), the amendments 
are not expected to have 
any impact on Horizon 
Power's financial report. 

1 July 
2008 

AASB Int. 4 
(Revised) 

Determining 
whether an 
Arrangement 
contains a Lease 

The revised 
Interpretation 
specifically scopes out 
arrangements that fall 
within the scope of 
AASB Interpretation 
12. 

1 January 
2008 

Refer to AASB Int. 12 
and AASB 2007-2 above. 

1 July 
2008 

AASB Int. 14 AASB 119 – The 
Limit on a Defined 
Benefit Asset, 
Minimum Funding 
Requirements and 
their Interaction 

Aims to clarify how to 
determine in normal 
circumstances the limit 
on the asset that an 
employer’s balance 
sheet may contain in 
respect of its defined 
benefit pension plan. 

1 January 
2008 

Horizon Power has a 
defined benefit pension 
plan and as such this 
interpretation may have 
an impact on Horizon 
Power’s financial report. 
However, Horizon Power 
has not yet determined 
the extent of the impact, 
if any. 

1 July 
2008 

AASB Int. 129 Service Concession 
Arrangements: 
Disclosures 

Requires disclosure of 
provisions or significant 
features necessary to 
assist in assessing the 
amount, timing and 
certainty of future cash 
flows and the nature 
and extent of the 
various rights and 
obligations involved. 
These disclosures 
apply to both grantors 
and operators.  

1 January 
2008 

Refer to AASB Int. 12 
and AASB 2007-2 above. 

1 July 
2008 
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(w) New accounting standards and interpretations as at June 2008 (continued) 

Reference Title Summary Application 
date of 

standard* 

Impact on Horizon Power 
financial report 

Application 
date for 
Horizon 
Power* 

AASB Int. 13 Customer Loyalty 
Programmes 

Deals with the 
accounting for 
customer loyalty 
programmes, which 
are used by companies 
to provide incentives to 
their customers to buy 
their products or use 
their services 

1 July     
2008 

Horizon Power does not 
have any customer 
loyalty programmes and 
as such this 
interpretation is not 
expected to have any 
impact on Horizon 
Power’s financial report. 

1 July     
2008 

AASB 
2007-9 

Amendments to 
AASB Standards 
arising from the 
Review of AASs 27, 
29 and 31  
 

The amendments were 
issued as a result of 
the review of AAS 27 
Financial Reporting by 
Local Governments, 
AAS 29 Financial 
Reporting by 
Government 
Departments and AAS 
31 Financial Reporting 
by Governments and 
largely relocates these 
industry-based 
standards to topic-
based standards. 

1 July 
2008 

These amendments are 
not applicable to GTE’s 
and as such the 
amendments are not 
expected to have any 
impact on Horizon 
Power’s financial report. 

1 July 
2008 

AASB 1004 
(revised) 

Contributions This standard contains 
the original 
requirements on 
contributions from 
AASB 1004 as issued 
in July 2004, as well as 
the requirements on 
contributions from 
AASs 27, 29 and 31 
substantively 
unamended (with some 
exceptions). 

1 July 
2008 

Refer to AASB 2007-9 
above. 

1 July 
2008 

AASB Int. 
1038 
(Revised) 

Contributions by 
Owners Made to 
Wholly-Owned 
Public Sector 
Entities 

This interpretation has 
been revised as a 
consequence of 
revised AASB 1004. 

1 July 
2008 

Refer to AASB 2007-9 
above. 

1 July 
2008 

AASB 1049 Whole of 
Government and 
General 
Government Sector 
Financial Reporting 

New standard to 
address differences 
between Generally 
Accepted Accounting 
Principles (GAAP) and 
Government Finance 
Statistics (GFS). 

1 July 
2008 

Refer to AASB 2007-9 
above. 

1 July 
2008 
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(w) New accounting standards and interpretations as at June 2008 (continued) 

Reference Title Summary Application 
date of 

standard* 

Impact on Horizon 
Power financial report 

Application 
date for 
Horizon 
Power* 

AASB 1050 Administered Items This standard contains 
the requirements for 
the disclosure of 
administered items 
from AAS 29, 
substantively 
unamended (with some 
exceptions). 

1 July 
2008 

Refer to AASB 2007-9 
above. 

1 July 
2008 

AASB 1051 Land Under Roads This standard contains 
the specific transitional 
requirements relating 
to land under roads. It 
applies to general 
purpose financial 
reports of local 
governments, 
government 
departments and whole 
of governments and 
financial statements of 
GGSs. 

1 July 
2008 

Refer to AASB 2007-9 
above. 

1 July 
2008 

AASB 1052 Disaggregated 
Disclosures 

This standard contains 
the requirements for 
the reporting of 
disaggregated 
information by local 
governments from 
AASs 27 and 29, 
substantively 
unamended (with some 
exceptions). 

1 July 
2008 

Refer to AASB 2007-9 
above. 

1 July 
2008 

AASB 8 and 
AASB 2007-3 

Operating 
Segments and 
consequential 
amendments to 
other AASB 
Standards 

New standard 
replacing AASB 114 
Segment Reporting, 
which adopts a 
management reporting 
approach to segment 
reporting. 

1 January 
2009 

Horizon Power is a not 
for profit entity and 
therefore AASB 8 does 
not have application. 

1 July 
2009 

AASB 123 
(Revised) and 
AASB 2007-6 

Borrowing Costs 
and consequential 
amendments to 
other AASB 
Standards 
 

The amendments to 
AASB 123 require that 
all borrowing costs 
associated with a 
qualifying asset be 
capitalised. 
 

1 January 
2009 

These amendments to 
AASB 123 require that all 
borrowing costs 
associated with a 
qualifying asset be 
capitalised. Horizon 
Power already capitalises 
borrowing costs 
associated with qualifying 
assets and as such the 
amendments are not 
expected to have any 
impact on Horizon 
Power's financial report. 

1 July 
2009 
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(w) New accounting standards and interpretations as at June 2008 (continued) 

Reference Title Summary Application 
date of 

standard* 

Impact on Horizon 
Power financial report 

Application 
date for 
Horizon 
Power* 

AASB 101 
(Revised) and 
AASB 2007-8 

Presentation of 
Financial 
Statements and 
consequential 
amendments to 
other AASB 
Standards 
 

Introduces a statement 
of comprehensive 
income.   
Other revisions include 
impacts on the 
presentation of items in 
the statement of 
changes in equity, new 
presentation 
requirements for 
restatements or 
reclassifications of 
items in the financial 
statements, changes in 
the presentation 
requirements for 
dividends and changes 
to the titles of the 
financial statements. 

1 January 
2009 

These amendments are 
only expected to affect 
the presentation of 
Horizon Power’s financial 
report and will not have a 
direct impact on the 
measurement and 
recognition of amounts 
disclosed in the financial 
report. Horizon Power 
has not determined at 
this stage whether to 
present a single 
statement of 
comprehensive income 
or two separate 
statements. 

1 July 
2009 

AASB 
2008-1 

Amendments to 
AASB Standard – 
Share-based 
Payments: Vesting 
Conditions and 
Cancellations  

The amendments 
clarify the definition of 
'vesting conditions', 
introducing the term 
'non-vesting conditions' 
for conditions other 
than vesting conditions 
as specifically defined 
and prescribe the 
accounting treatment 
of an award that is 
effectively cancelled 
because a non-vesting 
condition is not 
satisfied.  

1 January 
2009 

Horizon Power has no 
share-based payment 
arrangements. 

1 July 
2009 

AASB 
2008-2 

Amendments to 
AASB Standards – 
Puttable Financial 
Instruments and 
Obligations arising 
on Liquidation  

The amendments 
provide a limited 
exception to the 
definition of a liability 
so as to allow an entity 
that issues puttable 
financial instruments 
with certain specified 
features, to classify 
those instruments as 
equity rather than 
financial liabilities. 
 

1 January 
2009 

These amendments are 
not expected to have any 
impact on Horizon 
Power’s financial report 
as Horizon Power does 
not have on issue or 
expect to issue any 
puttable financial 
instruments as defined 
by the amendments. 

1 July 
2009 
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(w) New accounting standards and interpretations as at June 2008 (continued) 

Reference Title Summary Application 
date of 

standard* 

Impact on Horizon 
Power financial report 

Application 
date for 
Horizon 
Power* 

AASB 3 
(Revised)  

Business 
Combinations 

The revised standard 
introduces a number of 
changes to the 
accounting for 
business combinations, 
the most significant of 
which allows entities a 
choice for each 
business combination 
entered into – to 
measure a non-
controlling interest 
(formerly a minority 
interest) in the 
acquiree either at its 
fair value or at its 
proportionate interest 
in the acquiree’s net 
assets. This choice will 
effectively result in 
recognising goodwill 
relating to 100% of the 
business (applying the 
fair value option) or 
recognising goodwill 
relating to the 
percentage interest 
acquired. The changes 
apply prospectively. 

1 July 
2009 

Horizon Power is unlikely 
to enter into business 
combinations and as 
such the amendments 
are not expected to have 
any impact on Horizon 
Power's financial report. 

1 July 
2009 

AASB 127 
(Revised) 

Consolidated and 
Separate Financial 
Statements 

Under the revised 
standard, a change in 
the ownership interest 
of a subsidiary (that 
does not result in loss 
of control) will be 
accounted for as an 
equity transaction. 

1 July 
2009 

Horizon Power has no 
subsidiaries. 

1 July 
2009 

AASB 
2008-3 

Amendments to 
AASB Standards 
arising from AASB 
3 and AASB 127  

Amending standard 
issued as a 
consequence of 
revisions to AASB 3 
and AASB 127.  

1 July 
2009 

Refer to AASB 3 
(Revised) and AASB 127 
(Revised) above. 

1 July 
2009 

 
*designates the beginning of the applicable annual reporting period unless otherwise stated 
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3 Financial risk management 
Horizon Power's principal financial instruments comprise receivables, payables, interest bearing borrowings and cash and 
cash equivalents. 

The main risks arising from Horizon Power's financial instruments are interest rate risk, liquidity risk and credit risk. Horizon 
Power's policies for managing each of these risks are summarised below. 

Horizon Power holds the following financial instruments: 

 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Financial assets   
Cash and cash equivalents  2,332   11,807 
Trade and other receivables  33,506   17,078 
Derivative financial instruments  1  - 
  35,839  28,885 

Financial liabilities   
Trade and other payable  45,206   29,824 
Interest bearing liabilities  508,100   243,154 
Derivative financial instruments  9  - 
  553,315  272,978 

(a)  Market risk 

(i) Foreign exchange risk 
Horizon Power undertakes certain transactions denominated in foreign currencies, hence exposures to exchange rate 
fluctuations arise. Exchange rate exposures are managed within approved policy parameters utilising forward foreign 
exchange contracts. 

It is the policy of Horizon Power to enter into forward foreign exchange contracts to cover significant foreign currency 
payments and receipts. 

Horizon Power’s exposure to foreign currency risk at the reporting date is low. 

(ii) Commodity price risk 

Price risk represents the extent to which movements in commodity prices will cause Horizon Power financial loss. Horizon 
Power is exposed to commodity price risk for distillate fuel (gasoil). 

Horizon Power is exposed to fluctuations in the gasoil price through the purchase of fuel for its diesel power stations. 
Although diesel fuel payments are made in Australian dollars, the relevant wholesale market for gasoil is denominated in US 
dollars and as such, there is an indirect exposure to the AUD/USD exchange rate.  

This exposure is managed by the use of AUD denominated gasoil commodity swaps to hedge against increases in 
wholesale crude oil prices and falls in the AUD/USD exchange rate. 

The year end exposure to commodity risk is low. Horizon Power deals in gasoil commodity swaps for the purpose of 
providing an economic hedge against gasoil costs. The limits of this trading are set by the Board. 
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(ii) Commodity price risk (continued) 

The table below summarises the impact of increases/decreases of gasoil price on Horizon Power’s post-tax profit for the 
year and on equity. The analysis is based on the assumption that the gasoil price had increased/decreased by 10% with all 
other variables held constant. At 30 June 2007 there were no gasoil commodity swap contracts in place. 

 Impact on post-tax profit Impact on equity 
 -10% +10% 

30 June 2008 Profit         Equity         Profit         Equity         

 
$’000 $'000 $’000 $'000 

Gasoil 50ppm Diesel  -1,630  -1,630  1,630  1,630 
              -1,630               -1,630                1,630                1,630
 
(iii) Interest rate risk 
Horizon Power's exposure to market risk for changes in interest rates relates primarily to its long-term debt obligations and 
lease liabilities. 

Horizon Power's borrowings are all obtained through the Western Australian Treasury Corporation (WATC) and are at fixed 
rates with varying maturities or at variable rates. The risk is managed through portfolio diversification and variation in 
maturity dates. 

At balance date Horizon Power had the following mix of financial assets and liabilities exposed to Australian variable interest 
rate risk. 

 30 June 2008 30 June 2007 

 

Weighted 
average 

interest rate Balance 

Weighted 
average interest 

rate  Balance 

 
% $'000 % $'000 

Financial Assets     
Cash and cash equivalents  6.7%  2,332  6.2%   11,807 
     
Financial Liabilities     
Interest bearing borrowings  7.4%  15,500  6.3%   - 
Net exposure to cash flow interest rate risk   13,168   11,807 

 

Horizon Power's policy is to manage its finance costs using a mix of fixed and variable debt with the objective of achieving 
cost effective outcomes whilst managing interest rate risk to avoid uncertainty and volatility in the market place. 

Horizon Power constantly analyses its interest rate exposure. Within this analysis consideration is given to potential 
renewals of existing positions and alternative financing. 

(iv) Summarised sensitivity analysis  

At 30 June 2008, if interest rates had moved, as illustrated in the table below, with all other variables held constant, post tax 
profit would have been affected as follows. 

  2007/08 
  -1% +1% 

30 June 2008 
Carrying 
amount Profit Equity Profit Equity 

 
$'000 $'000 $'000 $'000 $'000 

Financial assets      
Cash and cash equivalent  2,332   (23)   (23)   23  23 
Financial liabilities      
Interest bearing borrowings  15,500   155  155  (155)  (155) 
Total increase/ (decrease)   132  132  (132)  (132) 
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3     Financial risk management (continued) 

(iv) Summarised sensitivity analysis (continued) 
  2006/07 

  -1% +1% 

30 June 2007 
Carrying 
amount Profit Equity Profit Equity 

 
$'000 $'000 $'000 $'000 $'000 

Financial assets      
Cash and cash equivalents  11,807   (118)   (118)   118  118 
Financial liabilities      
Interest bearing borrowings  -   -  -  -  - 
Total increase/ (decrease)   (118)  (118)  118  118 

The movements in profit are due to higher/lower interest costs from variable rate debt and cash balances. The sensitivity is 
higher in 2008 than 2007 due mainly to the new term floating rate lending due to Western Australian Treasury Corporation in 
2008. 

(b) Credit risk 

Horizon Power operates predominantly within the electricity generation transmission, distribution and sales industry and 
accordingly is exposed to risks affecting that industry. The maximum exposure to this industry risk is the carrying value of 
trade debtors. 

Horizon Power follows stringent credit control and management procedures in reviewing and monitoring debtor accounts as 
evidenced by the historical performance of aged debtor balances.  

With respect to credit risk arising from cash and cash equivalents, Horizon Power's exposure to credit risk arises from default 
of the counter party, with a maximum exposure equal to the carrying amount of the cash and cash equivalents. 

Horizon Power manages cash and cash equivalent through highly rated financial institutions. 

(c) Liquidity risk 

Horizon Power's objective is to ensure adequate funding is available at all times, to meet the commitments of Horizon 
Power, as they arise. 

The table below reflects the contractual maturity of financial liabilities, including estimated interest payments. These include 
trade and other payables and interest bearing borrowings. 

   
   2008 2007 

 
  $'000 $'000 

6 months or less    100,623   71,575 
6 - 12 months    44,951   13,312 
1 - 5 years    247,603   124,585 
Over 5 years    532,078  153,588 
    925,255  363,060 

Maturity analysis of financial assets and liabilities based on management expectation 

The risk implied from the values shown in the table below, reflects a balanced view of cash inflows and outflows. Leasing 
obligations, trade payables and other financial liabilities mainly originate from the financing of assets used in the ongoing 
operations such as property, plant and equipment and investments in working capital eg: inventories and trade receivables. 
These assets are considered in Horizon Power's overall liquidity risk. 

Risk associated with the liability on borrowings is reduced by Horizon Power paying a guarantee charge included in addition 
to the interest rate that guarantees payment to the WATC by Government for outstanding borrowings in case of default. 
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3     Financial risk management (continued) 

(c) Liquidity risk (continued) 

 
 
30 June 2008 

Less than 6 
months 

6 - 12 
months 

Between 1 
and 5 years 

Over 5 
years 

Total 

 
$'000 $'000 $'000 $'000 $'000 

Financial assets      
Cash and cash equivalents  2,332  -  -   -  2,332 
Trade and other receivables  33,506  -  -   -  33,506 
Derivative financial instruments  1  -  -  -  1 
  35,839  -  -  -  35,839 

Financial liabilities      
Trade and other payables  43,990  102  600   514  45,206 
Interest bearing borrowings  37,190  26,243  114,442   330,225  508,100 
Derivative financial instruments  69  (60)  -  -  9 
  81,249  26,285  115,042  330,739  553,315 

4 Revenue  
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Revenue consisted of the following items:   
Sale of electricity  117,311   109,518 
Sales of gas  5,297  - 
             122,608             109,518
Other revenue from operations:   
 Community service obligation revenue  20,063   12,716 
 Developer and customer contributions  8,578   21,162 
 Interest  1,307   1,393 
 Others  11,529  3,433 
               41,477               38,704

  164,085  148,222 

5 Other income 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Tariff equalisation fund  71,600   69,706 
Net gain on derecognition of finance lease (i)  7,243   - 
Net gain on derivatives  883   54 
Net gain on disposal of property, plant and equipment   -  1,174 
  79,726  70,934 

(i) During the year, a generating facility associated with a power purchase agreement (PPA), previously classified as a finance 
lease, was expanded by the owner of the generating facility. This expansion caused a reassessment of the classification of the 
PPA. The reassessment resulted in the PPA no longer being classified as a lease and the associated lease asset and liability 
were derecognised from the financial statements. 
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6 Cost of sales and expenses 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Cost of sales   
Fuel purchases 47,650  59,270 
Electricity purchases 65,729  48,049 
Labour, materials and services               46,679               37,847 

  160,058  145,166 
   
   
   
Classification of expenses by function:    

Marketing  526   412 
Administration  49,117  52,302 

               49,643               52,714

Profit before income tax includes the following specific expenses: 
  

Contingent rent   
     Contingent rent                 1,838                 1,838
   
Employee benefits expense   

Salaries and wages  17,392   14,875 
Superannuation  2,406   2,046 
Long service leave  192   890 
Annual leave  2,119   1,265 
Other related expenses  1,244  958 

  23,353  20,034 

Depreciation   
Leasehold buildings 752                    743
Plant and equipment 12,829                 9,843
Equipment under finance lease               12,700                 5,909

               26,281               16,495
   
Amortisation   

Patents, trademarks and other rights                       3                       -
Computer software                    158                    156 

                    161                    156 
   
Finance costs   

Interest on debts  9,860   8,537 
Finance lease interest  21,800   5,879 
Unwinding of discount on decommissioning provision                    507                         -
Unwinding of discount on contributory extension scheme                    139                         -

  32,306  14,416 
   
Loss on disposal of property, plant and equipment (net gain in 2007 - see note 5)   

Net loss on disposal of property, plant and equipment  444  - 

   
Loss on revaluation of financial assets at fair value through profit or loss   

Net loss on revaluation of financial assets at fair value through profit or loss  59   4,403 
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7 Income tax expense 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

(a) Income tax expense 
  

Current tax  -   479
Deferred tax  560   1,201 
Adjustments for net deferred tax assets and liabilities of prior period  372   11 
Adjustments for current tax of prior periods  (673)  264 
  259  1,955 

Income tax expense is attributable to:                            
Profit from continuing operations  259  1,955 
Income tax expense                    259                 1,955
   
Deferred income tax included in income tax expense comprises:   
Decrease (increase) in deferred tax assets (note 14)  22,488   (5,871) 
(Decrease) increase in deferred tax liabilities (note 23)  (21,928)  7,072 
  560                 1,201 

(b) Numerical reconciliation of income tax expense to prima facie tax payable 
  

Profit before income tax expense  1,804  6,860 
Tax at the Australian tax rate of 30% (2007 - 30%)  542   2,058 
Tax effect of amounts which are not deductible (taxable) in calculating taxable income:   

Entertainment  38   30 
Developer customer contributions income  -   (145) 
Sundry items  (22)  1 

  558   1,944 

Adjustments for current tax of prior periods  (299)  11 
Total income tax expense  259  1,955 

 
  

8 Current assets - cash and cash equivalents 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Cash at bank and in hand  2,332  11,807 
  2,332  11,807 
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9 Current assets - trade and other receivables 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Net trade receivables   
Trade receivables (i)  32,117   16,584 
Provision for impairment of receivables  (57)  (374) 
  32,060   16,210 

Other receivables   
Other receivable  1,446  868 
  33,506  17,078 

(i) The credit period on sales of electricity is 14 to 21 days. Non-energy customers generally have credit period of 30 to 90 
days. No interest is charged on current trade receivables. An allowance has been made for estimated irrecoverable 
amounts from the sale of electricity, determined by reference to past default experience. 

Trade receivables incorporate amounts attributable to 'unread sales', which are an estimate of electricity delivered to 
customers that has not been billed at the reporting date. The estimation of accrued revenue associated with unread 
meters at year end is based on historical experience. 

(a)  Credit risk 

Trade receivables 

Horizon Power operates predominantly within the electricity industry and accordingly is exposed to risks affecting that 
industry. The maximum exposure to this industry risk is the carrying value of the trade receivables. 

At 30 June, the ageing analysis of trade receivables is as follows: 

 30 June 30 June 
 2008 2007 

 
$'000 $'000 

00 - 25 days  26,384   12,862 
26 - 50 days PDNI*  3,595   2,403 
51 - 78 days PDNI*  426   494 
+79 days PDNI*  1,712  825 
  32,117  16,584 

* Past due not impaired ('PDNI')                                                                                                                                                   

Receivables past due but not considered impaired above 26 days are $5,733K (2007: $3,722K). It is expected that 
payments will be received in full. 

Other receivables do not contain impaired assets and are not past due. It is expected that these balances will be received 
when due. 
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Movements in the provision for impairment loss were as follows: 

 30 June 30 June 
 2008 2007 

 
$'000 $'000 

At 1 July  374   292 
Provision for impairment recognised/(released) during the year  (130)   79 
Receivables (written off)/recovered during the year  (187)  3 
At 30 June  57  374 

Other receivables 

No significant risk is believed to be attached to other receivables. 

(b)  Fair Value 

The directors consider the carrying amounts of receivables represent their fair value. 

10 Current assets - inventories 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Fuel  1,571   973 
Materials   4,890   3,289 
Rotational spares  1,089  909 
  7,550  5,171 

11 Current assets - current tax receivables 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Excess of tax paid for previous period over amount due  (tax payable in 2007 - see note 
19)  10  - 
  10  - 

12 Current assets - other current assets 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Other assets  225   103 
Prepayments   281  245 
  506  348 
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13 Non-current assets - Property, plant and equipment 

 Freehold land
Leasehold 
buildings 

Plant and 
equipment (i)

Equipment under 
finance lease Total 

 

$'000 $'000 $'000 $'000 $'000 

30 June 2008      
Opening net book amount  4,241  9,263   247,371  104,001   364,876 
Additions  735   1,755  69,292  298,851   370,633 
Disposals  (26)                 (314)       (4,824)  (60,971)   (66,135) 
Depreciation charge  -  (752)  (12,829)  (12,700)  (26,281) 
Closing net book amount  4,950  9,952  299,010  329,181  643,093 

30 June 2008      
Cost  4,950  11,578   325,346  339,967   681,841 
Accumulated depreciation  -  (1,626)  (26,336)  (10,786)  (38,748) 
Net book amount  4,950  9,952  299,010 

(i) Expenditure recognised in plant and equipment in the course of construction is $76,450K 

 329,181  643,093 
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13 Non-current assets - property, 
plant and equipment 
(continued) 

 Freehold land
Leasehold 
buildings 

Plant and 
equipment (i)

Equipment 
under finance 

lease Total 

 

$'000 $'000 $'000 $'000 $'000 

30 June 2007      
Opening net book amount  4,242  10,006  200,237   75,416   289,901 
Additions  3  -  56,977   34,494   91,474 
Disposals  (4)  -  -   -   (4) 
Depreciation charge  -  (743)  (9,843)  (5,909)  (16,495) 
Closing net book amount  4,241  9,263  247,371  104,001  364,876 

30 June 2007      
Cost  4,241  10,150  259,607   111,214   385,212 
Accumulated depreciation  -  (887)  (12,236)  (7,213)  (20,336) 
Net book amount  4,241  9,263  247,371 

(i) Expenditure recognised in plant and equipment in the course of construction is $72,309K. 

 104,001  364,876 
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14 Non-current assets - deferred tax assets 
30 June 30 June  

2008 2007  
$'000 $'000 

 

The balance comprises temporary differences attributable to: 
  
 1,045   - Tax losses * 
 5,108   5,421 Provisions 
 7,418   8,597 Property, plant and equipment 
 100,641  33,202 Power Purchase Agreements classified as finance lease 
 114,212  47,220  

Other   
 1,073   811 Community Service Obligation (CSO) 
 -   20 Fringe benefit tax 
 -   10 Workers compensation premium 
 -   3 prepaid expenses 
 29   25 Accruals 
 2  - Derivatives 
 1,104  869 Sub-total other 

 115,316  48,089 Total deferred tax assets 

 (99,602)  (31,574) Set-off of deferred tax liabilities pursuant to set-off provisions (note 23) 
 15,714  16,515 Net deferred tax assets 

Movements: 
  
 48,090   42,128 Opening balance at 1 July 
 (22,488)   5,871 Credited/(charged) to the income statement (note 7) 
 89,786   32 Acquisition or disposal of deferred tax assets 
 (72)  59 Adjustments for deferred tax assets of prior periods 

Closing balance at 30 June  115,316  48,090 

   
Deferred tax assets to be recovered within 12 months  6,181   5,479 
Deferred tax assets to be recovered after more than 12 months  109,135  42,611 
  115,316  48,090 

*  The deferred tax asset attributable to tax losses does not exceed taxable amounts arising from the reversal of existing 
assessable temporary differences. 
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Patents, 
trademarks 
and other 

rights 
Computer 
software Total  

$'000 $'000 $'000 
 

30 June 2008    
Opening net book amount  -   233   233 
Additions  11   8   19 
Amortisation charge (ii)  (3)  (158)  (161) 
Closing net book amount (i)  8  83  91 

30 June 2008    
Cost  11   397   408 
Accumulated amortisation and impairment  (3)  (314)  (317) 
Net book amount  8  83  91 

15 Non-current assets - intangible assets 

Patents, 
trademarks 
and other 

rights 
Computer 
software Total  

$'000 $'000 $'000 
 

30 June 2007    
Opening net book amount  -  389   389 
Additions  -  -   - 
Amortisation charge  -  (156)  (156) 
Closing net book amount  -  233  233 

30 June 2007    
Cost  -  389   389 
Accumulated amortisation and impairment  -  (156)  (156) 
Net book amount  -  233  233 

(i) As at the reporting date no intangible assets were assessed to have indefinite useful lives. 

(ii) The software was commissioned in July 2006 and is deemed to have a useful life of 2 1/2 years (40% amortisation rate 
per annum) 

16 Current liabilities - trade and other payables 
 30 June 30 June  
 2008 2007  
 $'000 $'000 

 
    

    
 43,705  Trade payables (i)   28,014 

Other payables  184    159 
 -  Payroll liabilities   20 

Contributory extension scheme payables (ii)  204  116  
   44,093  28,309 

(i)  Trade payables are non-interest bearing and are generally settled on 30-day terms. Other payables (excluding 
contributory extension scheme payables) are non-interest bearing and generally have settlement terms between 14 and 30 
days. 
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16 Current liabilities - trade and other payables (continued) 
(ii) Contributory extension scheme (CES) payables represent contributions received from customers to extend specific 
electricity supplies. These deposits are progressively refunded as other customers are connected to existing supply 
extension schemes. By 2022 when the scheme finishes, all scheme members will have their contributions refunded. 

17 Current liabilities - provisions 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

 1,697  Long service leave  1,352 
Annual leave  2,753   2,344
Employee on-costs                   436                     - 

 418  Other employee entitlements  1,142 
Decommissioning (i)  2,343  2,767 
  7,647  7,605 

(i)    Decommissioning 

The decommissioning provision provides for the costs of dismantling and removing certain generating plants and workshops 
and restoring the site on which they are located. 

Movements in decommissioning 

  

 Decommissioning

 

$'000 

2008  
Current  
Carrying amount at start of year  2,767  

- reclassification from non-current liabilities  197  
- payments/other sacrifices of economic benefits  (621) 

Carrying amount at end of year  2,343 
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18 Current liabilities - interest bearing liabilities 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

WATC loans (i)  53,145   38,410 
Finance lease liabilities (ii)  8,738  4,972 

  61,883  43,382 

(i)  The domestic currency loans are ultimately secured by government guarantee. They are governed by a facility 
agreement that provides Horizon Power with the full discretion to refinance all or any part of maturing debt. For domestic 
currency loans maturing over the next twelve months, it is the intention to refinance all maturing debt under this facility 
agreement. At 30 June 2008 the carrying value of the domestic currency loans is considered a reasonable approximation of 
their fair value. 

(ii)  Finance lease liabilities are disclosed in note 30 to the financial statements. 

19 Current liabilities - current tax liabilities 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Income tax payable  -  741 
  -  741 

20 Current liabilities - other current liabilities 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Deferred developer and customer contributions  5,863  5,208 
  5,863  5,208 

21 Non-current liabilities - other payables 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Contributory extension scheme payables (note 16)  1,113  1,515 
  1,113  1,515 
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22 Non current liabilities - interest bearing liabilities 
30 June 30 June  

2008 2007  
$'000 $'000 

 
Secured   
WATC loans (note 18)  119,475   94,070 
Unsecured   

 326,742  105,702 Finance lease liabilities (note 30) 
 446,217  199,772  

   
   

    
 

23 Non-current liabilities - deferred tax liabilities 
30 June 30 June  

2008 2007  
$'000 $'000 

 

The balance comprises temporary differences attributable to: 
  
 301   310 Contributory extension scheme 
 431   - Consumable stocks 
 98,754  31,200 Power Purchase Agreements - classified as finance lease 
 99,486  31,510  

Other   
 3   - Fringe benefit tax 
 65   64 Accruals 
 48  - Research and development 
 116  64 Sub-total other 

 99,602  31,574 Total deferred tax liabilities 

 (99,602)  (31,574) Set-off of deferred tax liabilities pursuant to set-off provisions (note 14) 
 -  - Net deferred tax liabilities 

Movements: 
  
 31,574   24,433 Opening balance at 1 July 
 (21,928)  Charged/(credited) to the income statement (note 7)  7,072 

Adjustments for deferred tax liabilities of prior periods  300   69 
Acquisition or disposal of deferred tax liabilities  89,656  - 
Closing balance at 30 June  99,602  31,574 

Deferred tax liabilities to be settled within 12 months  546   64 
Deferred tax liabilities to be settled after more than 12 months  99,056  31,510 
  99,602  31,574 
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24 Non-current liabilities - provisions 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Long service leave  945   1,470 
Employee on-costs                     61                   262

 8,281 Decommissioning  8,605 
  9,287  10,337 

The decommissioning provision provides for the costs of dismantling and removing certain generating plants and workshops 
and restoring the site on which they are located. 

Movements in provisions 

  

 Decommissioning
$'000 

2008 
 

 
Non-current  
Carrying amount at start of year       8,605  
Reclassification to current liabilities  (197)  
Charged/(credited) to the income statement    
 - unused amounts reversed  (634)  
 - unwinding of discount    507 
Carrying amount at end of year  8,281

25 Non-current liabilities - retirement benefit obligations 

(a) Balance sheet amounts 

The amounts recognised in the balance sheet are determined as follows: 

 

 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Present value of unfunded obligations (i)  1,789  1,399 
Net liability in the balance sheet  1,789  1,399 

(i) The present value of the retirement benefit obligations liability was assessed by Price Waterhouse Coopers at 30 June 
2008 as required under AASB119. For the period 1 July 2007 to 30 June 2008, a provision has been raised to recognise the 
increase in value of this liability over this period. 
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25 Non-current liabilities - retirement benefit obligations (continued) 
(b) Reconciliations 

 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Reconciliation of movement in the present value of the unfunded obligations recognised in 
the balance sheet:   
Balance at the beginning of the year  1,399  898 
Members transferred in  -  160 
Interest cost  81  - 
Actuarial (gains) and losses  309  - 
Other adjustments  -  341 
Balance at the end of the year  1,789  1,399 

(c) Amounts recognised in income statement 

The amounts recognised in the income statement are as follows: 

 30 June 30 June 
 2008 2007 

 
$'000 $'000 

   
Members transferred in  -  160 
Interest cost  81  - 
Other adjustments  -  341 
Actuarial (gains) and losses  309  - 
Total included in employee benefits expense  390  501 

(d) Principal actuarial assumptions 

The principal actuarial assumptions used were as follows: 

 30 June 30 June 

 
2008 2007 

Discount rate  6.5%  5.8% 
Expected future salary increases  4.5%  4.5% 
Expected future pension increases  3.0%  2.5% 

(e) Employer contributions 

Employer contributions are made to meet the cost of the retirement benefit obligations as they fall due. For more details 
regarding the policy in respect of provision for retirement benefit obligations, refer to Note 2(u). 

(f) Historic summary 

 2008 2007 

 
$'000 $'000 

   
Defined benefit plan obligation  1,789  1,399 
Surplus  1,789  1,399 
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26 Contributed equity 
   30 June 30 June 
   2008 2007 

Contributed equity at the beginning of the financial year    124,524  112,499 
Prior year adjustments    -  1,075 
Equity contribution during the financial year    5,597  10,950 

Contributed equity at the end of the financial year    130,121  124,524 

27 Key management personnel disclosures 

(a) Directors 

The Non-Executive Directors of Horizon Power during the year were: 
 B Hammond, Chairman 
 A Dundas, Deputy Chairman 
 P Yu, Director 
 S Bradley, Director 
 T Chilvers, director 

(b) Other key management personnel 

The other key management personnel of Horizon Power during the year were: 

Name Position 
R Hayes Managing Director 
T Cocks General Manager Finance and Corporate Services (finished 2 May 2008) 
M Laughton-Smith General Manager Generation and Technical Services 
D McDonald General Manager Retail 
D Martin General Manager People and Public Affairs 
F Tudor General Manager Commercial and Strategy 
Z Wilk  General Manager Network Customer Services 
P Feldhusen General Manager Governance and Legal Services and Acting General Manager 

Finance and Corporate Services  
 

Due to an organisation restructure, T Cocks accepted a redundancy offer on 2 May 2008. P Feldhusen assumed the role of 
Acting General Manager Finance and Corporate Services until the new organisation structure is confirmed. Subsequent to 
the year end, D McDonald accepted a redundancy and will leave 29 August 2008. 

(c) Key management personnel remuneration 

Principles used to determine the nature and amount of compensation 

Compensation approval protocols are as follows: 

-  Non-Executive Directors: the Minister for Energy (the Minister) approves the remuneration of all non-executive directors; 

-  Managing Director: the Board, subject to the concurrence of the Minister, approves the remuneration of the Managing    
Director (also referred to as the Chief Executive Officer); and 

-  Executive Officers: the Board, on recommendation of the Managing Director, approves the remuneration of all Executive 
Officers. 

The compensation policy is to: 

-  Provide market competitive remuneration to employees having regard to both the level of work assigned and the personal 
effectiveness in its performance; 

-  Allocate remuneration to employees on the basis of merit and performance; 

-  Adopt performance measures that align the interests of employees with the interests of key stakeholders; and 

-  Adopt a remuneration structure that provides an appropriate balance in 'risk and reward sharing' between the employee 
and  Horizon Power. 



 
NOTES TO THE FINANCIAL REPORT cont… 
 

 

85 

27 Key management personnel disclosures (continued) 
Non-Executive Directors 

Payment to Non-Executive Directors consists of base remuneration and superannuation. 

Managing Director and Executives 

The Managing Director and Executives compensation framework is based upon total target remuneration that includes: 

1. Total fixed remuneration structured with: 

  - Cash 

  - Selection of prescribed non-financial benefits 

  - Superannuation 

  - Cost of fringe benefit tax 

2. An annual at risk remuneration element. 

In addition to total target remuneration, those Executives resident in remote locations are also provided with non monetary 
benefits such as housing and location allowances. 

Total fixed remuneration 

The compensation framework is market competitive, performance based with flexibility for the package to be structured at 
the Executive's discretion upon a combination of cash, a selection of prescribed non-financial benefits, superannuation and 
cost of fringe benefits tax. External remuneration consultants provide analysis and advice to ensure remuneration is set to 
reflect the market for a comparable role. Remuneration for Executives is reviewed annually to ensure the level is market 
competitive. There are no guaranteed remuneration increases included in any executive contracts. 

Non-financial benefits 

Selection available: cost of novated or associated leasing of selected motor vehicle, electricity (to a maximum tax allowable 
figure), laptop computer, health check-up and the cost of fringe benefits tax. As stated above, housing benefits are also 
provided to Executives resident in remote locations. 

Superannuation 

Paid at not less than the amount that is required under the Superannuation Guarantee (Administration) Act 1992 (Cth), on 
the Executive's behalf to a superannuation fund that is a complying superannuation fund within the meaning of that Act. 

Annual at risk remuneration (ARR) element 

At the Board's discretion, as agreed by the Minister, the Managing Director and General Managers are eligible  for incentive 
payments for achievement of specific performance targets covering Horizon Power's major measurable outcomes, in line 
with the Strategic Development Plan Balanced Scorecard of key performance indicators including: 

  - Contribution to the progression of major identified corporate projects and initiatives; 

  - Personal contribution through leadership and behaviour, focussing on alignment with Horizon Power's values; and 

  - Developing and enhancing Horizon Power's reputation and relationship management. 

The next determination of ARR will be for the 12 months period ended on 30 June 2008, which is expected to be performed 
within the first quarter of the 2008/09 financial year. 
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(i) Non-executive directors' remuneration 
   

2008   

Name 
Cash salary and 

fees Superannuation Total 
 $ $ $ 

B Hammond  95,000   8,550   103,550  
A Dundas  60,000   5,400   65,400  
P Yu  45,000   4,050   49,050  
S Bradley  45,000   4,050   49,050  
T Chilvers  45,000   4,050   49,050  
Total  290,000   26,100   316,100  

   

2007   

Name 
Cash salary and 

fees Superannuation Total 
 $ $ $ 

B Hammond  95,000   8,550   103,550  
A Dundas  60,000   5,400   65,400  
P Yu  45,000   4,050   49,050  
S Bradley  45,000   4,050   49,050  
T Chilvers  45,000   4,050   49,050  
Total  290,000   26,100   316,100  
 

 

(ii) Executives' remuneration 
   

2008   

Name 
Cash salary 

and fees 
Performance 

Pay (i) 
Non monetary 

benefits Superannuation Total 
 $ $ $ $ $ 

R Hayes  369,614   92,880   130,735   34,045   627,274  
T Cocks (includes redundancy payment)  481,026   29,051   -   22,651   532,728  
P Feldhusen  195,138   23,929   -   20,338   239,405  
M Laughton-Smith  194,982   35,467   -   22,870   253,319  
D McDonald  200,639   47,294   43,259   18,057   309,249  
D Martin  157,492   15,932   -   14,377   187,801  
F Tudor  212,623   47,356   -   19,136   279,115  
Z Wilk  257,205   42,516   106,982   22,296   428,999  
Total  2,068,719   334,425   280,976   173,770   2,857,890  
(i)  Performance pay related to financial performance FY 2006/07 was paid in FY 2007/08. 

   

2007   

Name 
Cash salary 

and fees 
Non monetary 

benefits Superannuation Total 
 $ $ $ $ 

R Hayes  326,906   87,663   32,157   446,726  
T Cocks  134,954   40,097   22,651   197,702  
P Feldhusen  160,922   12,187   18,297   191,406  
M Laughton-Smith  172,154   10,704   20,348   203,206  
D McDonald  163,253   85,331   17,224   265,808  
D Martin  137,745   3,300   12,572   153,617  
F Tudor  189,687   256   23,616   213,559  
Z Wilk  166,383   81,075   20,225   267,683  
Total  1,452,004   320,613   167,090   1,939,707  
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(iii) Service agreements 
 

R Hayes – Managing Director 
 Term of Agreement – two years commencing from 30 January 2006 and extended for another year to 30 Jan 2009. 
 Notice period – 26 weeks written notice by the Managing Director or 52 weeks written notice by Horizon Power, or such 

shorter period as may be agreed, or remuneration in lieu of notice. 
 Termination - redundancy: should the Minister for Energy (the Minister) elect to merge, restructure, or dispose of the 

business of Horizon Power, there will be a redundancy payment of 50 per cent of annual salary. 

 Performance pay – at the Board’s discretion, with the concurrence of the Minister, the Managing Director is eligible 
for incentive payments up to 23 per cent of total target remuneration (less $60 thousand) for achievement of specific 
performance targets covering Horizon Power’s major measurable outcomes. 

  

T Cocks – General Manager Finance and Corporate Services (finished 2 May 2008)  
 Term of agreement - not a fixed term contract. 
 Notice period - four weeks written notice by the General Manager. 
 Termination – redundancy: should the Minister elect to merge, restructure, or dispose of the business of Horizon 

Power, there will be a redundancy payment of 12 weeks in lieu of notice plus three weeks per year of service to a 
maximum of 87 weeks. Incapacity or poor performance: four weeks notice, or without notice for serious misconduct. 
For any other reason: 52 weeks written notice, or such shorter period as may be agreed, or remuneration in lieu of 
notice. 

 Performance pay – At the Board’s discretion, the General Manager is eligible for incentive payments up to 20 per 
cent of total target remuneration for achievement of specific performance targets as defined by the Board. 

  

P Feldhusen – General Manager Governance and Legal, Company Secretary and Acting General Manager Finance and 
Corporate Services 

 Term of Agreement – not a fixed term contract. 

 Notice period – four weeks written notice by the General Manager. 

 Termination – redundancy: should the Minister elect to merge, restructure, or dispose of the business of Horizon 
Power, there will be a redundancy payment of 12 weeks in lieu of notice plus three weeks per year of service to a 
maximum of 87 weeks. Incapacity or poor performance: four weeks notice, or without notice for serious misconduct. 
For any other reason: 52 weeks written notice, or such shorter period as may be agreed, or remuneration in lieu of 
notice. 

 Performance pay – At the Board’s discretion, the General Manager is eligible for incentive payments up to 20 per 
cent of total target remuneration for achievement of specific performance targets as defined by the Board. 

  

M Laughton-Smith – General Manager Generation and Technical Services 
 Term of Agreement – not a fixed term contract. 
 Notice period – four weeks written notice by the General Manager. 
 Termination – redundancy: should the Minister elect to merge, restructure, or dispose of the business of Horizon 

Power, there will be a redundancy payment of 12 weeks in lieu of notice plus three weeks per year of service to a 
maximum of 87 weeks. Incapacity or poor performance: four weeks notice, or without notice for serious misconduct. 
For any other reason: 52 weeks written notice, or such shorter period as may be agreed, or remuneration in lieu of 
notice. 

 Performance pay – At the Board’s discretion, the Genera Manager is eligible for incentive payments up to 20 per cent
of total target remuneration for achievement of specific performance targets as defined by the Board. 
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D McDonald – General Manager Retail (finished 29 August 2008) 
 Term of Agreement – not a fixed term contract. 
 Notice period – four weeks written notice by the Genera Manager. 
 Termination – redundancy: should the Minister elect to merge, restructure, or dispose of the business of Horizon 

Power, there will be a redundancy payment of 12 weeks in lieu of notice plus three weeks per year of service to a 
maximum of 52 weeks. Incapacity or poor performance: four weeks notice, or without notice for serious misconduct. 
For any other reason: 52 weeks written notice, or such shorter period as may be agreed, or remuneration in lieu of 
notice. 

 Performance pay – At the Board’s discretion, the General Manager is eligible for incentive payments up to 20 per 
cent of total target remuneration for achievement of specific performance targets as defined by the Board. 

  

D Martin – General Manager People and Public Affairs 
 Term of Agreement – not a fixed term contract. 
 Notice period – four weeks written notice by the General Manager. 
 Termination – redundancy: should the Minister elect to merge, restructure, or dispose of the business of Horizon 

Power, there will be a redundancy payment of 12 weeks in lieu of notice plus three weeks per year of service to a 
maximum of 87 weeks. Incapacity or poor performance: four weeks notice, or without notice for serious misconduct. 
For any other reason: 52 weeks written notice, or such shorter period as may be agreed, or remuneration in lieu of 
notice. 

 Performance pay – At the Board’s discretion, the General Manager is eligible for incentive payments up to 20 per 
cent of total target remuneration for achievement of specific performance targets as defined by the Board. 

  

F Tudor – General Manager Commercial and Strategy 
 Term of Agreement – not a fixed term contract. 
 Notice period – four weeks written notice by the General Manager. 
 Termination – redundancy: should the Minister elect to merge, restructure, of dispose of the business of Horizon 

Power, there will be a redundancy payment of 12 weeks in lieu of notice plus three weeks per year of service to a 
maximum of 52 weeks. Incapacity or poor performance: four weeks notice, or without notice for serious misconduct. 
For any other reason: 52 weeks written notice, or such shorter period as may be agreed, or remuneration in lieu of 
notice. 

 Performance pay – At the Board’s discretion, the General Manager is eligible for incentive payments up to 20 per 
cent of total target remuneration for achievement of specific performance targets as defined by the Board. 

  

Z Wilk – General Manager Network Customer Services 
 Term of Agreement – not a fixed term contract. 
 Notice period – four weeks written notice by the General Manager. 

 Termination – redundancy: should the Minister elect to merge, restructure, of dispose of the business of Horizon 
Power, there will be a redundancy payment of 12 weeks in lieu of notice plus 3 weeks per year of service to a 
maximum of 87 weeks. Incapacity or poor performance: four weeks notice, or without notice for serious misconduct. 
For any other reason: 52 weeks written notice, or such shorter period as may be agreed, or remuneration in lieu of 
notice. 

 Performance pay – At the Board’s discretion, the General Manager is eligible for incentive payments up to 20 per 
cent of total target remuneration for achievement of specific performance targets as defined by the Board. 
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28 Remuneration of auditors 
 30 June 30 June 
 2008 2007 

 
$ $ 

Audit services   
      Audit and review of financial reports  95  82 

Total remuneration for audit services  95  82 

29 Contingencies 

(a) Contingent liabilities 

A supplier has claimed increased costs of $20,834,708.84 (excluding GST) relating to charges for ‘over run gas’ it contends 
has been supplied to Horizon Power under a Gas Supply Agreement (GSA). Horizon Power has considered the claim and 
does not believe that either the definition of ‘over run gas’ adopted by the supplier or the unit rate applied to that gas by the 
supplier has merit. Accordingly, no provision for any liability has been recognised in these financial statements. 

(b) Contingent assets 

Horizon Power did not have any contingent assets as at 30 June 2008. 

30 Commitments 

(a) Capital commitments 

 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Property, plant and equipment   
Payable:   
Within one year  101,245  24,595 
Later than one year but not later than five years  51,386  29,240 
Later than five years  -  - 
  152,631  53,835 

(i) At 30 June 2008, capital expenditure commitments principally related to the customer driven connection works ($25 
million), Aboriginal and Remote Communities Power Supply Project Phase 2 ($28 million), Marble Bar power station 
refurbishment ($14 million), Nullagine power station refurbishment ($13 million), East Kimberley interconnected system 
($8 million), Carnarvon power station noise mitigation ($8 million), IT improvement and other projects ($57 million). 

(ii) The amounts reported in this note are based on budgeted capital expenditure for projects, less actual expenditure 
incurred against capital projects. 
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30 Commitments (continued) 
(b)   Lease commitments 

Operating leases 

Horizon Power has recognised an operating lease over the Midwest power station in accordance with AASB Interpretation 4. 
The lease term is 10 years and is not terminable except in circumstances of unremedied default. Lease rentals are paid per 
unit of electricity supplied.  However, there is no minimum lease payment specified for this lease.   

During the year, Horizon Power reassessed the accounting treatment of Power Purchase Agreements. Onslow, which was 
classified as an operating lease in previous years, was found to no longer meet the criteria of a lease according to AASB 
Interpretation 4.  

In addition, Horizon Power has commitments for two property leases as at 30 June 2008, the annual lease rentals for which 
are subject to revision yearly based on the fixed percentage review rate of 4 per cent.  

30 June 30 June  
2008 2007  
$'000 $'000 

 
Commitments for minimum lease payments in relation to non-cancellable operating leases 
are payable as follows:   

 521  1,064 Within one year 
 2,085  4,254 Later than one year but not later than five years 
 2,607  2,570 Later than five years 
 5,213  7,888  

Finance leases 

Finance leases relate to leases implicit in electricity purchase agreements identified in accordance with AASB Interpretation 
4.   

30 June 30 June  
2008 2007  
$'000 $'000 

 
  Commitments in relation to finance leases are payable as follows: 
 37,771  11,935 Within one year 
 149,768 Later than one year but not later than five years  46,827 
 480,473  114,196 Later than five years 
 668,012 Minimum lease payments (i)  172,958 

 (332,532) Future finance charges  (62,284) 
 335,480 Total lease liabilities  110,674 

  Representing lease liabilities: 
 8,738  4,972 Current (note 18) 
 326,742  105,702 Non-current (note 22) 
 335,480  110,674  

(i)  Minimum future lease payments include the aggregate of all lease payments and any guaranteed residual. 

31 Related party transactions 
Other than as disclosed in note 27, key management personnel remuneration and in the following paragraph, Horizon Power 
did not transact with key management personnel or their related parties during the reporting period. As at 30 June 2008, 
Horizon Power did not recognise any assets or liabilities arising from transactions with key management personnel or related 
parties. 
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32 Interests in joint ventures 

(a) Jointly controlled operations and assets 

Name of entity                                        Principal activity                                                                              Output interest 

Mid-West Pipeline Joint Venture            Gas Transportation in the Mid West and Hill 60 Pipelines              29.2 per cent 

 
Horizon Power's interest in assets employed in the above jointly controlled operations and assets is detailed below. The 
amounts are included in the financial statements under their respective asset categories: 

30 June  30 June 
 2008 2007 

 
$'000 $'000 

Midwest pipeline  1,408   2,682 
Hill 60 Extension  664  794 
Total non-current assets  2,072  3,476 

33 Reconciliation of profit after income tax to net cash inflow from operating activities 
 30 June 30 June 
 2008 2007 

 
$'000 $'000 

Profit for the year  1,545   4,905 
Depreciation and amortisation  26,442   16,652 
Developer and customer contributions  (8,578)   (21,162) 
Net (gain) loss on sale of non-current assets  (6,799)   (1,174) 
Change in assets and liabilities:   

Increase/(decrease) in trade and other receivables  (16,430)   (2,546) 
Decrease/(Increase) in inventories  (2,379)   260 

      Increase/(decrease) in other assets  (157)   118 
(Decrease) increase in trade and other payables  4,162   5,943 

      Increase/(decrease) in derivatives  9   4,403 
Increase (decrease) in income tax liabilities  50   1,922 

      Increase/(decrease) in employee provisions  128   1,038 
Increase (decrease) in other provisions  (748)  3,506 

 (2,755) Net cash (outflow) inflow from operating activities  13,865 

34 Non-cash investing and financing activities 
30 June  30 June 

2008  2007 
$'000 $'000 

 
Acquisition of plant and equipment by means of finance leases             298,851               34,494

             298,851               34,494
   

   
 

35 Economic dependency 
A significant portion of Horizon Power’s revenue is derived from the Tariff Equalisation Fund (TEF).  Western Power pays 
money into the Tariff Equalisation Fund in amounts determined by the Treasurer and the Minister for Energy.  This money is 
released to Horizon Power as determined by the Treasurer.  Horizon Power is dependant on the sufficient and timely flow of 
these funds to remain solvent. 
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36 Subsequent events 
There has not arisen in the interval between the end of the reporting period and the date of this report any matter or 
circumstance likely, in the opinion of the Horizon Power Board, to affect significantly the operations of Horizon Power, the 
results of those operations, or the state of affairs of Horizon Power in subsequent reporting periods. 

37 Correction of errors and reclassifications 
Due to an error in assessing the classification of a power purchase agreement as a finance lease on initial 
application of AASB Interpretation 4 – Determining Whether an Arrangement Contains a Lease, certain 
balances were incorrectly stated in the 30 June 2007 financial statements. 
 
Labour, materials and services costs were allocated to cost of sales and other expenses on a 70:30 basis in 
the 30 June 2007 financial statements. This has been changed in the 30 June 2008 financial statements where 
labour, materials and services were allocated according to the nature of transactions.  
 
Other revenue comprised of joint ventures, property rent and interest income was reclassified from other 
income to other revenue. 
 
The errors and reclassifications had the effect as follows: 

 
 Per 2007 

Accounts 
$’000 

Correction of 
Error 
$’000 

Reclassification 
$’000 

Corrected 
2007 
$’000 

Balance Sheet 
 

    

Finance Lease Liabilities - Current 5,949 (977)  4,972 
 - Non current 112,151 (6,449)  105,702 
     
Equipment under Finance Lease     
Cost 119,234 (8,020)  111,214 
Accumulated depreciation (8,523) 1,310  (7,213) 
 110,711 (6,710)  104,001 
     
Accumulated losses  - beginning of year (12,079) 410  (11,669) 
 - profit for the year 4,814 91  4,905 
 (7,265) 501  (6,764) 
     
     
Income Statement 
 

    

Revenue from ordinary activities 145,069 - 3.153 148,222 
Cost of sales (143,627) (1,407) (132) (145,166) 
Gross profit / (Loss) 1,442 (1,407) 3,021 3,056 
Other income 74,401 - (3,467) 70,934 
Other expenses (54,208) 1,048 446 (52,714) 
Borrowing costs (14,905) 489 - (14,416) 

6,730 130  6,860 Profit before income tax benefit 
Income tax expense (1,916) (39) - (1,955) 

4,814 91 - 4,905 Profit for the year 
     

 
The error and the reclassifications have been corrected by restating the 2007 comparative financial statement 
line items. 
 
The error and the reclassification had no impact on cash flows. 
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