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Horizon Power — 
Mr I.C. Blayney, Chair. 
Mr B.S. Wyatt, Minister for Energy. 
Mr D.J. Tovey, Acting Chief Executive Officer. 

Mr M.A. Houlahan, General Manager, Commercial Services and Finance. 

Ms K. McKenzie, Principal Policy Adviser. 

[Witnesses introduced.] 

The CHAIR: This estimates committee will be reported by Hansard. The daily proof Hansard will be available 
the following day. 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 
Chair 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. I ask the minister to clearly indicate what 
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 principal clerk 
by Friday, 29 September 2017. I caution members that if a minister asks that a matter be put on notice, it is up to 
the member to lodge the question on notice through the online questions system. 
I give the call to the Leader of the Opposition. 

Dr M.D. NAHAN: I want to ask some questions with respect to competition in the north west interconnected 
system. Alinta has had an access application for some time. Alinta and Horizon have been negotiating over access 
to each other’s system for some time. Could the minister give us an update on where those negotiations on the 
access applications are at? 

Mr B.S. WYATT: That is a good question. The Leader of the Opposition is right. As he knows, this has been 
around for some time. They have been negotiating a replacement of the existing access and supply agreement since 
June 2014. The Leader of the Opposition will recall that both Horizon and Alinta applied for recovery of each 
other’s transmission and distribution networks in 2014. In January 2015, they withdrew and have been trying to 
negotiate a new agreement since that time. That has been unable to be resolved. A couple of issues have been 
outstanding. I will ask Mr Tovey to reflect on both those issues—two in particular. Alinta has now submitted an 
application for coverage of the Horizon Power network under the access code. As I have learnt, that goes through 
a series of steps. In due course, a decision will be required by me as the Minister for Energy. That will require the 
consideration of three matters: first, whether coverage will increase competition; second, whether it is uneconomic 
to duplicate infrastructure; and, third, whether coverage is in the public interest. I have also announced the desire 
to create, as the Leader of the Opposition knows, a regulatory regime around NWIS, but Alinta’s application will 
proceed in any sense. I do not get any sense that it will withdraw that. I will ask Mr Tovey to make any comments 
on the outstanding issues if he feels that is appropriate. 

Mr D.J. Tovey: There are a couple of issues that Alinta and Horizon Power were trying to resolve. Alinta 
ultimately terminated those negotiations because it felt that the non-binding nature of the dispute resolution process 
would not take it any further forward on those two matters. One was certainly the liability indemnity issue, and 
Horizon Power sought to resolve that through an insurance framework, and also replacing the access and standby 
agreement that Western Power originally executed with Alinta many years ago, and the need to roll that over into 
a new electricity transport access contract following settlement of the electricity transfer access contract 
negotiations. 

Dr M.D. NAHAN: Before the change of government, work was underway to develop a light-handed access code. 
Is that continuing? 

Mr B.S. WYATT: Yes. We have asked the Public Utilities Office to work that up. I am keen to have something 
before government in March or April next year. The time frames for Alinta’s application of the access code will 
be complete this year, I think. The time frames are quite tight, from memory, whereas the work that the PUO is 
doing under that—the light-handed regulatory regime—will take a bit longer. I am hoping at the very least that all 
parties can see the benefit of that regime as opposed to the application of the access code. 

Dr M.D. NAHAN: Does the minister have an estimate of what the cost of Horizon entering the market will be on 
Horizon’s enterprise value? 

Mr B.S. WYATT: Sorry; on Alinta entering? 

Dr M.D. NAHAN: If Alinta enters, what impact will it have on Horizon Power? 
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Mr B.S. WYATT: I will ask Mr Tovey to make some reflections on that but obviously it will be subject to 
a certain extent to terms and conditions upon which they get access and whether there is any competitive cap 
et cetera. Clearly, competition will mean that Horizon Power will probably lose market share, and that will have 
an impact. 

Mr D.J. Tovey: Being a monopoly provider in that market, any loss of market share would lead to a loss of 
revenue, although distribution network revenue will offset some of that. It really depends on what view government 
takes in terms of whether there are any contestability thresholds and whether the market has opened up in its 
entirety. Once that has been established, Horizon Power can provide that information through to government. 

Mr D.T. REDMAN: Page 304 of the Economic and Fiscal Outlook sets out some of the operating subsidies for 
Horizon Power. When looking at the forward estimates for operating subsidies and the like, does the current budget 
reflect Alinta’s access to the premium part of the market?  

[7.20 pm] 

Mr B.S. WYATT: No, the budget simply reflects the regime as is. 

Mr D.T. REDMAN: The current status. 

Mr B.S. WYATT: Yes, it reflects the current status. If Alinta get access under the access code or there is some 
form of regulatory regime that provides Alinta with some access, as Mr Tovey suggested, even with some form of 
contestability threshold, it will have an impact, but at the moment the budget reflects the status quo. 

Mr D.T. REDMAN: I notice that on page 304 of the Economic and Fiscal Outlook the tariff adjustment payment 
is listed as dropping. I did not know there was a TAP on — 

Dr M.D. NAHAN: There is a tariff equalisation contribution on the tariff adjustment payment. 

Mr D.T. REDMAN: I know where the TEC is. Is that being absorbed in Horizon’s TAP? 

Mr D.J. Tovey: In the budget papers there was a change to the tariff rates that drove a reduction in the TAP figures. 

Dr M.D. NAHAN: Is the government considering selling Horizon’s power and assets in the north west 
interconnected system? 

Mr B.S. WYATT: No. That was the position of the former government; it is not the position of this government. 
It is a question that obviously gets asked as soon as we talk about the regulatory regime around it, but we are not 
considering that. 

Mr D.C. NALDER: I am looking at dividends and savings measures. What are the total savings expected as 
a result of the staggered dividends on discretionary spend and what will the savings compose of each year—that 
is, renewable energy, innovation funding et cetera? 

Mr B.S. WYATT: Sorry, can the member please take me to the page? 

Mr D.C. NALDER: A lot of this does not necessarily relate to the budget papers. 

Mr B.S. WYATT: Over the forward estimates period the dividend increase will change from $21 million to 
$22.9 million in light of the government’s changing dividend policy. There were some one-off revenue issues in 
respect of revenue from the last financial year. Is that what the member referring to? I am sorry if I have mistaken 
what the member was asking for. 

Mr D.C. NALDER: I will leave it at that; that will be fine. 

Mr B.S. WYATT: The member can come back to me. 

Dr M.D. NAHAN: This is an issue I will raise in respect of all the electricity businesses. On page 46 of 
Horizon Power’s annual report financials document there is reference to accounting treatments for leases of 
purchased power agreements. Can the minister explain what the practical implications are of a change from 
a financial to an operating lease? Does it mean that Horizon Power’s purchased power agreements will potentially 
come back onto the state’s balance sheets in 2019? 

Mr M.A. Houlahan: In reference to accounting standards AASB 16 and moving operating leases to finance leases 
in July 2019, we have a number of operating leases that are not significant—the midwest is the main one—and 
property leases. They were determined to be off balance sheet at that point in time. We do not believe they are 
significant, so they are not our major power purchase agreements. We are working to determine exactly what the 
impact is during this financial year; we do not expect it to be too significant. 

Dr M.D. NAHAN: Is the agreement with TransAlta in Port Hedland not subject to that? 

Mr M.A. Houlahan: No, it is not. That agreement is not a lease at all. It is a supply agreement. 



Extract from Hansard 
[ASSEMBLY ESTIMATES COMMITTEE A — Tuesday, 19 September 2017] 

 p73b-78a 
Chair; Dr Mike Nahan; Mr Ben Wyatt; Mr Terry Redman; Mr Dean Nalder 

 [3] 

Dr M.D. NAHAN: Could I be given an example of leases that are susceptible to being treated as an operating 
lease coming on. What is the criterion? 
Mr B.S. WYATT: I would hazard a guess that it is around control, but I will pass that on. 

Mr M.A. Houlahan: Yes, that is correct. Effectively, controlling the asset is being very prescriptive with what is 
being required and therefore we are effectively taking ownership of the asset to employ that and get that PPA 
environment. 

Dr M.D. NAHAN: If a large-scale renewable energy target requirement was entered into or there was a wind farm, 
and Horizon purchased an LRET but also purchased energy from it in full, would that come back onto the balance 
sheet under this accounting transaction? 

Mr B.S. WYATT: Again, I assume it would be around control of who is delivering a wind farm. Is that correct? 

Mr M.A. Houlahan: Correct. The criteria are effectively the same. 

Dr M.D. NAHAN: Maybe I can be provided with some supplementary information, but can the minister outline 
towns that have reached their hosting capacity for renewable energies—their maximum capacity for penetration 
of renewable energies. Carnarvon did that some time ago. Was there any funding in Horizon’s asset investment 
program to increase hosting capacity in those towns to take up higher utilisation of renewables? 

Mr B.S. WYATT: I will flick this to Mr Tovey in a minute, but we will come back to the first part of the question 
because we will have to get the names of those towns via supplementary information. I will pass on to Mr Tovey 
to talk about the asset investment program. 

Mr D.J. Tovey: There are not in our capital program, but Horizon Power certainly has a number of trials underway 
to look at increasing renewable energy capacity onto our networks and they are being undertaken in Carnarvon 
and Onslow. 
Dr M.D. NAHAN: Carnarvon and Onslow—are those the two that have reached their capacity already? 

Mr D.J. Tovey: Carnarvon is certainly at capacity, Onslow is probably not, but it is one of the towns we are doing 
trials in. 

Dr M.D. NAHAN: How is the Onslow project going, now that it is being mentioned? 
Mr B.S. WYATT: That is a good question. I pass to Mr Tovey. 

Mr D.J. Tovey: The Onslow project is going very well. We are currently constructing a 5.25 megawatt gas-fired 
power station at Onslow and building to express feeders into town to supply the town. We are now considering 
centralised solar, so looking at a one megawatt solar farm coupled with a one megawatt/one megawatt hour battery 
supply system, and following that we will turn our minds to a high penetration of distributed energy resources into 
houses likely to be with some supplementary batteries as well. 

Dr M.D. NAHAN: Are you confident you are going to meet your cost limitations? 

Mr D.J. Tovey: Absolutely. 
Mr D.T. REDMAN: There has been a rollout of the smart meter program. Can I just be given an outline of where 
that is at and what is in the forward estimates to provide for the expanded role? 
Mr B.S. WYATT: There is a good question I will pass on to Mr Tovey. Before I do, these have been really good. 
I have had a couple of letters expressing some disgruntlement about them, but I think overall they have been very, 
very good with what they have been able to achieve, not just in Aboriginal committees, but across the 
Horizon Power customer base. 
Mr D.J. Tovey: If I am not mistaken, the advanced meter rollout was completed in about September 2016. It was 
about a $36 million project and is currently fully operational and is delivering approximately $7.5 million per 
annum in operating cost savings for us. It has gone exceptionally well and it is off the back of this project that we 
have been able to do with other projects, including the delivery of their Horizon Power application, which I think 
was launched yesterday. It gives customer a little bit more information about how they are using power on an 
ongoing basis. 
Dr M.D. NAHAN: In line with that, there was also a series of online communication devices that provided people 
with information about the utilisation of the electricity and whatnot. There was a program rolled out. How has that 
gone? 
Mr B.S. WYATT: That was Power Ahead. 
Mr D.J. Tovey: Horizon Power undertook a Power Ahead trial through last summer. I might actually hand to 
Mike, who is closer to that project than me. 
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Mr B.S. WYATT: It has been really good, member. The information has been used by people to change behaviour. 
Mr M.A. Houlahan: The trial of 470 participants in Port Hedland has included businesses, vulnerable customers 
and residential customers and has gone extremely well. We gave them stretch targets off their consumption during 
peak and there was up to 20 per cent reduction from their historical peak usage. They get incentives if they 
managed to do that and only lose them if they do not do it three times. We had 97 per cent of participants receive 
incentives. The trial showed us that given the right toolsets, they were given an app and notifications if they were 
going to exceed the allowance of energy consumption an hour during peak. If there were going to go over, they 
got an SMS and an alert on their app so they could change their behaviour. Customers responded to that. It showed 
that when given the right toolset and incentives, customers can change their behaviours during peak time; it costs 
Horizon to produce that capacity. It was very successful. 
[7.30 pm] 
Mr D.C. NALDER: The remote program for farms down in Esperance refers a lot to Western Power, but I assume 
it is a joint initiative between Western Power and Horizon. 
Mr D.T. REDMAN: Not in Esperance; it is just Horizon. 
Mr D.C. NALDER: I would like to know how that trial for remote solar farms to help farmers get off the grid is 
going. I would like an understanding of, one, how they are progressing; two, the economic benefit and efficiencies 
that will be generated from moving away from transmission; and, three, the regulatory hurdles around the whole 
question of whose show it is and whose it is not, because the state needs to sort out these things for that to progress 
and to be good for the state? 
Mr B.S. WYATT: That is a big question. It is also a fundamental question for Western Power, because the current 
regulatory regime for Western Power effectively does not incentivise it to invest widely; it effectively encourages 
Western Power to invest in a less efficient outcome as a result of what Mr Tovey is about to tell us. 
Dr M.D. NAHAN: Just before Mr Tovey answers that question, can I add that that was one of the reasons we were 
going to the Australian Energy Regulator, because the AER has incentivised and has dealt with the issue of 
non-monopolies at the fringe of the grid. 
Mr B.S. WYATT: Yes; that is right. I am very aware of that. I have been in this role for only six months, but this 
has been around a long time. We are wandering a bit out of Horizon’s space, but something I got to do as 
a brand-new minister was to open the grid scale battery in Perenjori. I think Mr Tovey will say something similar 
about Esperance, but when a location is on the edge of the grid, service reliability is limited and lots of short 
blackouts occur. They could actually come off the grid and get a much better service that does not require the 
ongoing spend on the long skinny line. But I will hand that particular question over to Mr Tovey. 
Mr D.J. Tovey: After the fires in Esperance in 2015 Horizon Power installed five standalone power systems—
a combination of solar battery and diesel backup units. Off the back of that, Horizon Power recently installed 
a further standalone power system at the golf club in Exmouth, and another one is currently being planned to be 
implemented in the Fitzgerald River National Park for the Department of Biodiversity, Conservation and 
Attractions. Horizon has utilised a supplier for the Esperance units. It utilised different suppliers in Exmouth and 
the Fitzgerald River National Park. We are now assessing where Horizon Power could implement them broadly 
by looking at our network and finding feeders with not too many customers at the end of them, and where it will 
be economic for us to install SPSs as opposed to maintaining long distribution networks. In terms of regulatory 
power, Horizon Power is vertically integrated and it does not have the regulatory impediments that the member 
refers to in the south west interconnected system. 

Mr D.T. REDMAN: I understand that Horizon has had some issues with non-payment by some remote 
communities that it supplies power to. I know most of those things go through Housing, but are there many 
communities on Horizon’s list that are not paying bills and are therefore risking disconnection? Are there any in 
that situation; and, if there are, what has been the response? 

Mr D.J. Tovey: Disconnection of remote Aboriginal communities in particular is an absolutely last resort. It is 
certainly not something that Horizon Power considers appropriate, particularly when power supplies are needed for 
essential services such as water and wastewater. Horizon Power works with communities to the extent it can. The 
introduction of prepayment meters in seven or eight communities has been very successful in reducing debt, but 
community debt still accumulates over time. We work with communities to see what they can do to pay that debt down. 
Mr B.S. WYATT: It is a problem. We have had to deal with one community in particular—I will not name it—
on that issue, where also the community organisation was effectively defunct. 

Mr D.T. REDMAN: So it took no responsibility? 

Mr B.S. WYATT: Yes. Trying to resolve that with an essential service like energy, when there was a not massive 
but not inconsiderable debt, and an organisation that was basically dysfunctional and not worth operating anymore, 
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was a particular problem. We have not resolved that yet, but Horizon Power have been dealing with this for 
a long time. 
Mr D.T. REDMAN: Some communities in the RforR remote community investment program were going to move 
towards normalising some communities, and one that was looked at as being the first cab off the rank—although 
a bit of community work still needs to be done—was Bidyadanga. In moving over to Horizon there would have 
been a requirement to meet the service provision standards, which are quite different from what Housing is 
required to do. Is that work being done and is there an intention to move towards normalising some of those 
communities if there is community support to do so? 

Mr B.S. WYATT: I would like to do that. It has been a long desire of governments to do that. In fact, I received 
a disgruntled letter about Bidyadanga not that long ago—maybe I am misremembering it—but that is still the intent. 
Mr D.T. REDMAN: And Horizon is the obvious choice to move to that service provision? 

Mr B.S. WYATT: That is right. 

Mr D.C. NALDER: This is a follow-up question because the subject changed before I had finished my last 
questions. When the minister talks about assessing remote locations, there would be two factors there: one would 
be reliability of supply of power and the other one would be the unit cost per kilowatt hour. Particularly on that 
second one, I have read reports about how reliable that is and how people are wanting to get off the grid and go to 
remote locations. Is there a sense that they are more economical over their lifetime? Obviously, there is an up-front 
capital cost or component, but over the lifetime, is it working out? Does it look like it is a cheaper source of energy 
for those remote locations? 

Mr D.J. Tovey: At the moment, with the technology where it is, it is fairly close to a normal distribution network, 
although we are experiencing reductions in cost of both solar panels and battery technology, and there are forecasts 
that battery pricing will decline rapidly over the next five years. It really is a case of testing the technology and 
getting it right so that as prices come down we can identify more opportunities to install those systems where it 
makes sense for Horizon to do so. 

Dr M.D. NAHAN: The big issue is whether or not it is economic, and can Horizon convince the farmers to do it? 
They spent 20 years lobbying to get on the grid, and once they get off, they are not going to come back on. Under 
this test, the grid does not change; the grid is still there in case it does not work out. Is Horizon getting a good feel 
for how farmers are perceiving these tests? 

Mr B.S. WYATT: Mr Tovey will answer that, but hopefully the service will be more reliable. That will ultimately 
be the test. If they are limiting them and if Perenjori is an example—I think it was a Western Power asset—
80 per cent of their blackouts were under two hours’ long, and there were lots of them. It was infuriating for those 
living there. The battery that has been installed there has not yet been connected to solar—it is still connected to 
the end of the old powerline. It is a two-hour battery, so, effectively, it can eliminate those blackouts, which, 
I imagine when there is meat melting in the freezer, that is not a bad outcome. Mr Tovey will answer the Leader of 
the Opposition’s question. 

Mr D.J. Tovey: It is probably a question the Leader of the Opposition should put to the customers. In 
Horizon Power’s experience, the reliability has improved quite dramatically for people being supplied through 
those standalone power systems. 

Dr M.D. NAHAN: Is Synergy taking this up—both the standalone facilities and the pricing mechanisms in the 
Pilbara? 
Mr D.J. Tovey: Could the Leader of the Opposition clarify that question. 
Dr M.D. NAHAN: Synergy was looking at what Horizon was doing; has Horizon continued communications with 
them? 
Mr D.J. Tovey: We have continued conversations with Synergy. I am not sure about the status of those discussions. 
The CHAIR: That completes the discussion of Horizon Power. 
[7.40 pm] 
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