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Horizon Power � 
Mr P.B. Watson, Chairman. 

Mr C.J. Barnett, Premier representing the Minister for Energy. 

Mr R. Hayes, Managing Director. 

Ms A. Yam, General Manager, Finance Services. 

Mr R. May, Deputy Chief of Staff, Office of the Premier. 

The CHAIRMAN: Members, we will be dealing with off-budget agencies between now and the dinner break. If 
all members are happy with this, I will read out the off-budget agencies Chairman�s statement only once.  

This estimates committee will be reported by Hansard. The daily proof Hansard will be published by 9.00 am 
tomorrow. Members may raise questions about matters relating to the operations and budget of the off-budget 
authority. Off-budget authority officers are recognised as ministerial advisers. It is the intention of the Chairman 
to ensure that as many questions as possible are asked and answered and that both questions and answers are 
short and to the point. 

The minister may agree to provide supplementary information to the committee, rather than asking that the 
question be put on notice for the next sitting week. For the purpose of following up the provision of this 
information, I ask the minister to clearly indicate to the committee which supplementary information he agrees to 
provide and I will then allocate a reference number. If supplementary information is to be provided, I seek the 
minister�s cooperation in ensuring that it is delivered to the Committee Clerk by Friday, 5 June 2009, so that 
members may read it before the report and third reading stages. If the supplementary information cannot be 
provided within that time, written advice is required of the day by which the information will be made available. 
Details in relation to supplementary information have been provided to both members and advisers and 
accordingly I ask the minister to cooperate with those requirements. 
I caution members that if the minister asks that a matter be put on notice, it is up to the member to lodge the 
question on notice with the Clerk�s office. Only supplementary information that the minister agrees to provide 
will be sought by Friday, 5 June 2009. It will also greatly assist Hansard if when referring to the program 
statements volumes or the consolidated fund estimates, members give the page number, item, program and 
amount in preface to their question. 
I now ask the minister to introduce his advisers to the committee. 

[Witnesses introduced.] 

The CHAIRMAN: The member for Cockburn. 

Mr F.M. LOGAN: There are only two pages in the Budget Statements dealing with Horizon Power and its asset 
investment program. That is dealt with particularly in the line items on page 690. There is a significant 
explanation of works in progress and the funding for those projects. All the works in progress that are 
highlighted on page 690 are projects that have been funded in years past, at a total cost of $500 million. 
However, there does not appear to be any indication of funding by the current government of any new works for 
Horizon Power, either for the forthcoming financial year or in the out years. Is that assumption correct? 

Mr C.J. BARNETT: I will ask Mr Hayes to comment, but, before he does, I want to follow up on a question 
that was raised in the previous session about the proposed pipeline to Albany. That pipeline will have an 
estimated capital cost of $225 million, it will be 320-kilometres long and 20-centimetres wide, and it will have a 
capacity in the range of 50 terrajoules to 100 terrajoules a day. Most projects in the energy sector have a fairly 
long time period, but I will ask Mr Hayes to comment on those projects and perhaps give an update on the timing 
of them.  

Mr R. Hayes: The program we have is fundamentally a rolling program, so new funding in this budget is in the 
final out year, which is really a continuation of the major existing programs of asset replacement, asset renewal 
and capacity expansion. There are no big-ticket items of new expenditure in the out years. This budget is a major 
continuation of the key programs in the business. 

Mr F.M. LOGAN: Further to that question, the assumption I put forward is therefore correct; namely, that all 
the projects that are highlighted in the two pages are those that are being currently funded, with expenditure into 
the out years. At this point is there no funding for further projects for Horizon? 

Mr R. Hayes: That is correct. 

Mr C.J. BARNETT: That is not to say that there will not be, I must add. 
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Ms A.J.G. MacTIERNAN: I would be interested to know whether Horizon is developing a plan to meet the 
20 per cent target for renewable energy across the system. What percentage of renewable energy does Horizon 
currently utilise, or what target has it met? What steps is Horizon taking to reach the 20 per cent target by 2020? 

Mr C.J. BARNETT: I will refer that question to Mr Hayes. I would think that, given the nature of Horizon�s 
work, there is a lot of potential in the future for the use of renewable sources, particularly in stand-alone remote 
townships and the like. 
Mr R. Hayes: The current penetration of renewable energy as a percentage of overall energy produced is just 
over 11 per cent. As the minister indicated, we see major opportunities to get high renewable penetration in 
stand-alone remote systems. The projects at Marble Bar and Nullagine represent the next generation of that for 
us. The intent of those projects is to meet in excess of 35 per cent of the total energy demand of those towns 
from renewable sources. Using some world-first technology the intent then would be � 
Ms A.J.G. MacTIERNAN: That technology being what? 
Mr R. Hayes: It is photovoltaic over diesel, with a flywheel technology that means that the solar energy does not 
have to be stored. The intent would be, from our perspective, to see that technology deployed, if it is successful, 
in further remote communities, either through regularisation, or as the existing assets require renewal. The other 
side of that is looking to get renewable sources into already existing towns, where the key generation assets have 
been renewed recently. There are two programs. One is working with communities to get photovoltaic 
penetration. In the next three to six months the intention is to introduce a commercial renewable energy buyback 
product for customers, to get quite large photovoltaic installations embedded in those communities. The other 
program is working with our independent power providers to get town generation expansion done with 
renewables rather than additional diesels. 
Ms A.J.G. MacTIERNAN: The Pilbara integrated power solution developed by Horizon obviously had as one 
of its selling points the capacity to put solar, thermal and, potentially, geothermal on to a large aggregated 
system. What work is Horizon continuing to do on this Pilbara interconnected power solution? In its absence, 
will there be any likelihood of a solar thermal or a geothermal power station in the Pilbara?  

[4.10 pm] 
Mr C.J. BARNETT: There is the possibility of a solar thermal plant in Western Australia, but not necessarily in 
the Pilbara. I will ask Mr Hayes to comment on the Pilbara.  
Mr R. Hayes: I will answer the first part of the question first; that is, what work is Horizon continuing to do? 
Horizon�s view is still that there needs to be further development of the north west interconnected system. To 
meet the future demands of the area there needs to be continued investment in the system. Whether that is 
substantial is a question that remains to be answered. We are continuing to look at the energy demand and issues 
in the Pilbara, which changed substantially last year. The demand profile we forecast in the previous two years is 
now different.  

Ms A.J.G. MacTIERNAN: For elucidation of that, could we get by way of supplementary information the 
demand projections?  

Mr C.J. BARNETT: The demand projections for what?  

Ms A.J.G. MacTIERNAN: We have been told that there has been a substantial revision of the demand 
projections for the Pilbara.  

Mr C.J. BARNETT: There will be all sorts of demand projections. Does the member want Horizon�s demand 
projection?  

Ms A.J.G. MacTIERNAN: Yes.  

Mr C.J. BARNETT: I am prepared to provide that information. 

Ms A.J.G. MacTIERNAN: The supplementary information I am seeking is Horizon Power�s revised estimation 
of demand for energy within the Pilbara.  

[Supplementary Information No A38.]  
Mr R. Hayes: In light of that downward provision we are continuing to work on a number of pieces of the 
integrated system that would otherwise have come together as a complete scheme, including looking at the future 
needs for the coastal connection between Hedland and Karratha, and when and if that needs to be upgraded. In a 
commercial sense we are looking at how the energy demand emerging in the east Pilbara between Hedland and 
Newman might be serviced. Customers are still looking at what their future needs will be and they continue to 
talk to Horizon and others in the marketplace about how those needs will be served.  
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Ms A.J.G. MacTIERNAN: I would like some information on bringing the generators together.  

Mr R. Hayes: The benefit from an integrated system is that it enables the aggregation of demand and, therefore, 
the aggregation of generation. Where there is a lot of uncertainty about what that demand will be, it is proving 
difficult, from a commercial and practical point of view, to bring the load aggregation together, and I think it will 
continue to be. We will continue to work on that. The issue of when the various component parts of the 
expansion of the system happen will be mostly commercially driven, as was always intended, given there are 
baseload customers who want to aggregate their demand because it is the best solution. I think that will 
fundamentally happen in a commercial sense. We are also working with the Minister for Energy�s office and the 
Office of Energy examining the energy policy issues for the Pilbara to determine the energy demand issues, the 
potential solutions and what are the best value solutions. 

Ms A.J.G. MacTIERNAN: Without that aggregation of demand, how would a commercially feasible scale of 
solar, thermal or geothermal actually operate? How would Horizon get them up and running? 

Mr R. Hayes: For any alternative energy renewable source�wind, solar, geothermal�our contention is that if 
they are to be commercially viable they will have to be connected into a grid, otherwise the proponent will have 
to build standby generation on site, which will continue to price them out of the market. There are a lot of 
questions around whether any of those potential components have a commercial proposition either connected to 
a grid or not connected to a grid. It is fair to say that as far as we can tell at the moment it would be impossible to 
get one of those up as a commercial proposition if it were unable to connect to some form of energy grid.  

Ms A.J.G. MacTIERNAN: The Premier said that a solar thermal power station was being proposed for Western 
Australia. Was he referring to one at Perenjori? 

Mr C.J. BARNETT: I said that a solar thermal power station is a possibility, but not necessarily in the Pilbara.  

Ms A.J.G. MacTIERNAN: Would it be grid connected?  

Mr C.J. BARNETT: It is too early to say.  
Mr F.M. LOGAN: One of the companies that showed a significant interest in the Pilbara interconnected grid 
was CITIC Pacific. It planned to generate a large volume of electricity through gas turbines. I believe it is still 
planning to use about 400 megawatts. Is there any proposal by CITIC Pacific or Horizon�there is no funding in 
the budget if there is�to connect their power supply into the current grid in the north west or will CITIC Pacific 
be a standalone operation?  
Mr C.J. BARNETT: The CITIC project is going through several stages. Some of the early stages are not energy 
intensive, but it will reach that stage. 
Mr R. Hayes: In the early days of CITIC getting up we explored robustly with it whether a larger aggregated 
generation at its site was an option. A lot of investment needs to happen at the other end of the grid to distribute 
that load to make it worthwhile. For CITIC and for us it was probably priced out of contention in the early stages 
of the project. We have not had serious discussions with CITIC people in the past year while they have been 
focused on getting their project up. It is something that can be revisited down the track. Nobody is shutting the 
door on it.  

Mr I.C. BLAYNEY: I refer to page 183 of the Economic and Fiscal Outlook, which refers to the Pilbara 
revitalisation plan. Is Horizon Power involved in the Pilbara underground power project?  

Mr C.J. BARNETT: I thank the member for the question. It is and I ask the CEO to comment. The intention is 
to put underground power into Karratha, South Hedland, Onslow and the remaining parts of Broome. It is a good 
step forward. There has been a long debate in the Pilbara about underground power. When cyclone Vance came 
through there were calls from the community to put the powerlines underground. One of the arguments against it 
was that in the case of major damage it would take longer to get power supplies back on if they were 
underground rather than overhead. There was a moot debate about whether, although they were less vulnerable 
to storm damage, restoration would take longer. I would be interested in the CEO�s comments on how the final 
decision was made. The people of the Pilbara have long wanted to see powerlines go underground, mainly 
because of the cyclone threat.  

[4.20 pm] 
Mr R. Hayes: Horizon Power is currently working with the Office of Energy and the Department of Regional 
Development to determine what are the project governance and project management arrangements for the 
Pilbara underground program. We have been having discussions about that as of last week. The intention is that 
they will become Horizon Power�s assets and therefore Horizon�s responsibility. We are determining how to best 
carry that project forward. The benefits of the program are that Horizon intends to underground the network 
differently from the state underground power project. It is fundamentally driven by reliability. The networks will 
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be undergrounded all the way back to the substation. One of the key areas of vulnerability is the overhead 
connection between the substations and the underground feeders. The intention is to underground them all the 
way to the transformers in the substation. Last year in Port Hedland we had nearly completed the 
undergrounding. One feeder had been connected all the way back to the substation and it was untouched by the 
cyclone, whereas all 17 other feeders in Port Hedland and South Hedland were taken out by the cyclone. We 
have applied a similar approach in Point Samson and Roebourne, and it is proving to be extremely robust in 
cyclonic conditions. 

Mr F.M. LOGAN: One of Horizon�s objectives was to underground all the power in the north west of its 
operations because of the cyclones. The estimated total cost of $52.113 million for the line item �Overhead 
Customer Connections � Customer Driven, Public Safety� on page 690 is simply for those areas that Mr Hayes 
has been talking about but it is not for the entire proposal that Horizon came up with, which was to try to 
underground the entire distribution network across those cyclone areas of the north west of Western Australia. Is 
that correct? 
Mr R. Hayes: Yes, it is. The original program included all the towns north of Carnarvon. Obviously, the more 
intense the cyclone activity is and the more damage it causes, the more robust is the business case for doing that. 
In an environment of limited funds, a decision was made, in consultation with the National Party, which has a 
particular interest in the towns in the Pilbara that are most affected by cyclones, to use royalties for regions 
funding to put the power underground. 
Mr F.M. LOGAN: Is the majority of the money for this program coming from the royalties for regions scheme? 
Mr R. Hayes: Yes, the majority of it is. Local government will also make a contribution. 
Mr A.J. SIMPSON: I refer to the reference to the Carnarvon power station on page 689. Horizon Power is 
finding a new location for the station. I understand that the current power station is very close to the town of 
Carnarvon. The town has expanded and it is almost a regional town. Money has been allocated to relocate the 
power station. What is the time frame for moving it to the new site? 
Mr C.J. BARNETT: The power supply of this station, including the gas lateral that is running into it, has quite 
a history. That is one of the things that were missed when the pipeline was privatised. I ask Mr Hayes to 
comment directly on that. 
Mr R. Hayes: The core intent of the project is to move the power station out of its current site in stages because 
it is being encroached upon by development in Carnarvon. The power station was developed in stages. Some of 
it is very old�35-plus years old�and we have retired most of the old engines and equipment over the past 
couple of years. However, some of the equipment is just 10 or 12 years old. The intention is to move the station 
in stages from 2010 and by about 2017 or 2018, depending on regional demand, we hope to have moved off the 
existing site to the new site. We will do that while making sure that we get the best value out of the equipment 
that has a long life left, and we will minimise the cost over the eight-year period.  
Mr A.J. CARPENTER: I seek some assistance from either the Premier or the managing director about the 
budget numbers in the papers presented. The Premier might not have the advantage of having last year�s budget 
papers with him. There are some very large discrepancies, shall we say, in what was budgeted to be spent last 
year and what appears likely to be spent by the end of this financial year. That might have an effect on the 
allocation for this year if it is an underspend, a rollover or however else it has been accounted for. In last year�s 
budget paper, the estimated expenditure on network enhancement for 2008-09 was $62 million and this year�s 
budget paper indicates that in 2008-09, the spend on network enhancement is estimated to be $23 million, which 
is less than half of the amount that was estimated in the budget papers last year. Will the Premier provide an 
explanation for that? 

Mr C.J. BARNETT: I ask Mr Hayes to do his best to explain that. 

Ms A.J.G. MacTIERNAN: The budget guillotine. 

Mr A.J. CARPENTER: Can Mr Hayes see last year�s figure? 

Mr R. Hayes: I do. I cannot give the member a definitive answer off the top of my head. There has been a 
deferral to the out years of some activities that we had expected to be completed this year. Some of that includes 
the acquisition of transmission assets in Hedland, which was a reasonably substantial sum. There has been a 
retiming of some of the activities relating to Carnarvon, Marble Bar and Nullagine into the next financial year, 
due to physical circumstances. I believe that the last part of it�I am happy to follow up this matter with further 
information if it is required�involves the West Pilbara power station and transmission connection assets, which 
cost about $35 million or $36 million and have been retimed, also due to physical circumstances. 

Mr A.J. CARPENTER: Would that fall under the category of network enhancement? 
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Mr R. Hayes: I believe it does. That is one of the key reasons why the network enhancement number in the 
estimated expenditure for 2009-10 is $54 million. Members can see that it is significantly lower than that in the 
out years. A fair chunk of expenditure has been retimed because of the physical progress of the projects. 

Mr A.J. CARPENTER: That explains it. Did Mr Hayes say that it was $35 million? 

Mr R. Hayes: A large component of it�I think it is $35 million�is for the network connection for the new 
power station, which will be physically completed after 30 June this year. 

Mr P.T. MILES: There is a line item on page 689 for $17 million for the interconnection of the West Pilbara 
power station. Why is that required? 

Mr C.J. BARNETT: The main explanation is that Horizon�s arrangement to take electricity from Rio Tinto�s 
station runs out. Therefore, that must be replaced. Again, I will ask Mr Hayes to explain the timing of that and 
how it will fit together. The state had traditionally taken electricity in the Pilbara from Rio Tinto and now we are 
setting up a state-based power supply. Would Mr Hayes like to add more detail? 

Mr R. Hayes: The Premier has pretty well covered it. There had been a long contract with Rio Tinto for energy 
supplied from some assets that Rio Tinto now wishes to retire at Cape Lambert and Dampier. Some very old 
power stations are coming to the end of their useful life and Horizon entered into a long set of commercial 
discussions with Rio about whether we would participate commercially in its power station redevelopment. 
Eventually, a decision was made that both parties would go down a different route. As a consequence, ATCO 
Power is building a new power station at head office at Stovehill Road in Karratha. The interconnection assets 
will link that power station to the grid.  

[4.30 pm] 
Ms A.J.G. MacTIERNAN: I believe that the arrangements the government has with Rio for Paraburdoo and 
Tom Price are coming to an end. What is the proposal to provide power to those towns?  
The CHAIRMAN: It being 4.30 pm, that completes examination of Horizon Power.  
Mr A.J. CARPENTER: Is it possible, by agreement of the committee, to extend our time by a minute? 
The CHAIRMAN: No, it is not.  
Mr C.J. BARNETT: Perhaps Mr Hayes can provide a private answer to the member in a moment.  
 


