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PILBARA ELECTRICITY REFORMS — HORIZON POWER 
Statement by Minister for Energy 

MR W.J. JOHNSTON (Cannington — Minister for Energy) [2.08 pm]: I rise to inform the house of the progress 
of important reforms to the Pilbara electricity system. Recently, the government endorsed a policy approach that 
ensures that the benefits of these reforms are achieved without materially impacting state finances. The Pilbara 
electricity reforms comprise the creation of a light-handed access framework for the north west interconnected 
system and the establishment of an independent system operator to coordinate the disparate electricity systems 
operating in the Pilbara. Third party access to the NWIS will provide major benefits for the Pilbara. It will enable 
more efficient use of existing electricity infrastructure and provide greater opportunities for new mining and 
renewable energy projects in the region. It will also put downward pressure on electricity prices for many customers 
in the Pilbara. However, third party access has significant financial implications for Horizon Power, because as 
competitors gain access to the network, they will take retail market share from Horizon. A large driver of this financial 
impact is Horizon Power’s high fixed-cost position in the NWIS, reflecting long duration take-or-pay contracts for 
electricity generation, particularly the supply from the South Hedland power station. As I outlined to Parliament on 
19 June 2019, Horizon Power’s arrangements for supply from the South Hedland station are a significant contributor 
to the position Horizon finds itself in—that is, being unable to reduce its costs when it loses customers to competitors.  
The key components of the policy framework to be implemented include introducing a contestability threshold of 
1 200 megawatt hours per annum, which means that 30 per cent of Horizon Power’s volumes in the north west 
interconnected system will be accessible to competing electricity retailers; implementation of a temporary access 
contribution—or TAC—equivalent to 10¢ per kilowatt hour, which will form part of the network tariff paid by all 
retailers to recover a portion of Horizon Power’s fixed generation costs; and capping the tariff equalisation 
contribution paid by electricity customers in the south west interconnected system at pre-competition levels, so that 
any financial impact on Horizon Power does not flow through to those customers. These policy settings significantly 
reduce the financial impact of third party access on Horizon Power while affording retail competitors access to 
a material portion of the customer volumes in the NWIS. The temporary access contribution recognises the 
historical costs that have been burdened on Horizon Power by previous state governments in the Pilbara region. The 
TAC will ensure that contestable customers will continue to pay for the fixed generation costs that Horizon Power 
procured to supply them. 
Drafting of legislation to implement these reforms is underway, and I intend to introduce the bill into Parliament 
before the end of the year. Supporting regulations and other subsidiary instruments are being developed concurrently 
to enable the new regulatory framework for the Pilbara electricity system to commence in the first half of 2020. 
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