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INTRODUCTION

The Committee’s expenditure reporting function
1.1

It is a function of the Estimates and Financial Operations Committee (Committee) to
consider and report to the Legislative Council (Council) on the estimates of
expenditure laid before the Council each year and any matter relating to the financial
administration of the State.1

1.2

Government revenue goes into the Consolidated Account2, which is the major source
of funding for the State public sector.3 The ‘estimates of expenditure’ comprise the
Appropriation (Consolidated Account) Bills and the supporting documentation
(Budget Papers). These are presented to Parliament on an annual basis in order that
Government may access or ‘appropriate’ money from the Consolidated Account to
fund expenditure by the Government over a given financial year.4

1.3

This report relates to the Committee’s investigation into State expenditure and
financial administration of the 2013-14 budget cycle, focusing on the final stage of the
process: the 2013-14 annual reports.5

Annual reports
1.4

Annual reports are an important tool in assisting the public’s understanding of the
operations of government agencies, as well as ensuring financial and performance
accountability to Parliament.

1

Term of reference 3.3(a), Standing Orders of the Legislative Council

2

Subsequent to the assent of the Financial Management Act 2006 on 21 December 2006, the Consolidated
Fund is now called the Consolidated Account.

3

The major revenue sources for the Western Australian Government include taxes, imposts, fines, rates,
duties, royalties and Commonwealth Government grants: Constitution Act 1889, section 64 and
Financial Management Act 2006, section 8.

4

Constitution Act 1889, Section 72.

5

The 2013-14 Budget Statements were tabled in the Legislative Council on 8 August 2013. The
Appropriation (Consolidated Account) Capital 2013-14 Bill 2013 and the Appropriation (Consolidated
Account) Recurrent 2013-14 Bill 2013 were assented to on 21 October 2013.
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1.5

The Financial Management Act 2006 (FMA) requires departments and statutory
authorities to prepare annual reports for Parliament.6 Annual reports are to be tabled in
each House of Parliament within 90 days of the end of the financial year.7 The FMA
prescribes that the annual report contain:
a)

financial statements for the financial year

b)

key performance indicators8

c)

a report on the operations of an agency during the financial year

d)

any information prescribed by the Treasurer’s instructions

e)

if applicable, the extent to which the agency achieved any objectives
described in a resource agreement9

f)

if applicable, a report on the affiliated or related body that contains in respect
of the financial year the information prescribed by the Treasurer’s Instructions

g)

any other information required by a written direction given by the Minister.10

The Committee’s approach
1.6

The Committee conducted its inquiries relating to the annual reports hearings in
accordance with Committee’s procedure policy. The Committee:


examined selected annual reports



submitted questions to entities prior to interview hearings



conducted hearings with selected entities



requested answers to questions taken on notice during the hearings.

2

HEARINGS

2.1

The Committee held hearings on 4, 5, 7 and 24 November 2014 and from 8 to 10
December 2014.

6

Financial Management Act 2006, s 61.

7

Ibid, s 64.

8

See Treasurer’s Instruction 904: Key Performance Indicators, for further information about disclosure of
performance information.

9

See Treasurer’s Instruction 808: Resource Agreement, for further information about disclosure against
resource agreements.

10

Financial Management Act 2006, s 61.
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2.2

To assist the Committee in determining which agencies to examine, the Committee
asked all Members of the Legislative Council to nominate agencies that they wanted
to appear at a hearing.

2.3

The Committee changed its investigatory practice for this annual report process in that
it asked all agencies questions prior to hearing (rather than a select few). The content
and quality of the responses influenced which agencies were selected to appear at a
hearing. The Committee gave priority to conducting hearings with larger government
agencies.

2.4

Members were notified of the hearings and invited to participate. Details of the
hearings were posted on the Committee’s website at www.parliament.wa.gov.au/est.

2.5

On 4, 5, 7 and 24 November 2014, the Committee conducted hearings with the
following agencies:

2.6



Department of Education



Horizon Power



Department of Finance



Department of Health



Forest Products Commission



Water Corporation



Potato Marketing Corporation



Western Australia Police



Department of Fire and Emergency Services



Department of Parks and Wildlife and Swan River Trust



Insurance Commission of Western Australia.

From 8 to 10 December 2014, the Committee conducted hearings with the following
agencies:


Western Australian Land Authority (LandCorp)



Department of Regional Development



Disability Services Commission



Fremantle Port Authority
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2.7



Department of Lands



Housing Authority



Public Transport Authority



Department of Transport



Department of Child Protection and Family Support



Metropolitan Redevelopment Authority.

All hearings were public and the proceedings were recorded by Hansard. Full
transcripts of the evidence taken at the hearings can be found on the Committee’s
website at www.parliament.wa.gov.au/est.

Questions on notice
2.8

In accordance with the procedure policy, the Committee invited Members to submit
questions on notice prior to the hearings. Eight Members submitted questions on
notice prior to the hearings and the answers were given a public status and provided to
the Member prior to the hearing.

2.9

During the hearings a number of questions were taken on notice.

2.10

Where a Member was unable to ask all their questions within the scheduled period,
they were provided with the opportunity to submit those questions in writing at the
end of the interview.

2.11

Copies of the answers to questions provided prior to and after the hearings are posted
on the Committee’s website.

Subjects covered during the hearings
2.12

The Committee questioned each agency on their performance, expenditure and service
delivery.

2.13

This section provides a summary of subjects raised during the hearings. Refer to the
relevant transcripts of evidence and answers to questions on notice for a complete
record of the hearings.

Department of Education


4

financial assistance programs available to parents to assist in meeting costs of
attending school
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the use of debt collecting agencies by the department to obtain overdue fees
from parents



the voluntary participation fee for primary schools and high schools



livestock and farm produce costs



the department’s expenditure on advertising and market research



SWITCH teacher training program



the department’s use of an expert internal review group to identify
improvements to general school performance



resource allocation of schools that have gone through an ERG (Expert Review
Group) process



child and parent centres



enrolment numbers and maximising student accommodation in western and
northern suburbs



capacity constraints resulting from year 7 classes transitioning to high schools



discussion of NAPLAN (National Assessment Program Literacy and
Numeracy) results concerning high school students and its connection to
OLNA (Online Literacy and Numeracy Assessment) testing



strategies to manage student behaviour with the year 7 transition to high
school

Horizon Power


the decision to outsource engineering and project services and the tender
process



Pilbara Underground Power Project (PUPP) and funding sources including
funding from Royalties for Regions



charges to households serviced by the PUPP



expenditure reduction targets and the agency’s measures to achieve the
reduction targets



Horizon Power’s strategic review program



Horizon Power’s use of public private partnerships



expenditure on advertising and media agencies
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environmental matters; specifically, Department of Environments warning on
the clearing of bush land near the Mungullah power station



identification of 29 sites as being contaminated



cost of maintaining renewable energy



staff redundancies



energy delivery for Onslow, Wyndham and Hopetown



pole replacement program



Trans Alta power station.

Department of Finance

6



planning and delivery of government office accommodation



the cost reconciliation on Hale House and Diploma Construction



expression of interest for 11 000 square metres of office space in Joondalup



expression of interest for office space in Fremantle and Bunbury



relocation of Department of Parks and Wildlife to Bunbury



discussion on which Western Australia Police facilities might be flagged for
relocation to Murdoch



occupancy rates of office accommodation



accommodation at the old Treasury building



Elizabeth Quay and Grand Palace lease dispute



new energy concession system delivery for pensioners and seniors



accountability practices of agencies that purchase portable assets



construction subcontractor investigation recommendations



staffing levels



economic reform unit and the implantation of the ERA (Economic Research
and Analysis Division) microeconomic reform inquiry recommendations



Directors General Information and Communications Technology (ICT)
Committee



ICT purchases for government departments
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Department of Health


discussion on the department’s surveillance control and prevention of
communicable diseases role, specifically, the Ebola virus



South Metropolitan Health Service and workforce challenges



processes involved for staff transitioning to Fiona Stanley Hospital



merit based selection processes within hospitals (specifically catering staff)



discussion on the proportion of services at Fiona Stanley Hospital which have
received medical accreditation



use of the Staff Communication Plan with the Metropolitan Health Service



number of social workers in acute care and primary health care working in the
Kimberley region



the cost of social workers in acute care and primary health care working in the
Kimberley region



gaps in service delivery in the Kimberley region



new hospital staff transfer promotion package



shortages of doctors in country areas



increase in cost for St John Ambulance Service and the Royal Flying Doctor
Service



regional hospital capital infrastructure program



land sites identified for future disposal



Karratha Hospital (Nickol Bay Hospital) site



ten year mental health and drug alcohol plan



key performance indicators include a 20 per cent increase (cost per day of care
for non-acute-admitted continuing care)



staff leave liability



clinical services framework and the comparison of bed numbers



hospital parking fees



child health nurse recruitment



the interaction between the Country Health Service and Department of
Housing regarding staff housing in the Pilbara Region
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decommissioning of the Graylands Hospital.

Forest Products Commission


ten year forest management plan



the impact of forest protest activity



liquidation of softwood plantations at Gnangara and northern areas



softwood plantations in the central forest region



biological asset evaluations



the effect of forest product reductions on the affordability of housing



prescribed burning program



closure of sawmills in the south west native forest area



international market pressures for hardwood woodchips



commercial viability of the south west forest area



equity injection from government and equity contributions



cost of government trading enterprise



Auditor General’s findings



development of new markets for sandalwood



wood crops for Western Power



Forest Products Commission compliance report.

Water Corporation

8



strategic development plan and statement of corporate intent



cost of future services



training programs and Leadership WA



gender diversity in the workplace



sewer infill programs



ground water replenishment scheme



estimated leakage of water from the network



strategies to reduce leakage of water from the network
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leak rebates



recycled water targets



proposed sale of the southern metropolitan wastewater treatment plant



allocation of dividends for Water Corporation to Government



tension between Water Corporation and private contractors



Jandakot water treatment plant



maintaining rural water supplies by road transport



improving regional water services



Alkimos treatment plant specifically the land safety buffer.

Potato Marketing Corporation


explanation for the reduction in cash-equivalent assets by $1.2 million



explanation of the corporation’s regulated and non-regulated structure



comparison of regulated and deregulated markets



current role of the corporation in relation to potato growers in Western
Australia



relocation of the corporation from the Cockburn Road site to Department of
Agriculture and Food Western Australia headquarters



varieties of potatoes grown in Western Australia



growing trials



employment benefits expenses



Potato Corporation growers levy



number of prosecutions for breaches of the Potato Growers Licencing Act
1941



percentage of purchased potatoes by consumers being Western Australian
grown



the import and export of Western Australian potatoes.

Western Australia Police


key performance indicators; offences against the person (domestic assaults)



domestic violence and police orders generally
9
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internal review of domestic violence offences



strategies to reduce domestic violence



police recruiting



foreign exchange contracts



employee leave liability



target recruitment for sworn officers



redundancies for sworn officers and refreshing the Western Australia Police



non-operational sworn officer positions within the new operational model



workforce optimisation



public perception of whether drugs are a major problem specifically
methamphetamine



methamphetamine within the community



gun control and illegal firearms linked to methamphetamine use



processing times for firearm applications



grades of service in the Freedom of Information Unit



substantive equality



doubtful debts



State crime prevention grants



Police and Citizen Youth Centre grants



emerging issues with accommodation and infrastructure



mobile police facilities and closed circuit television



sworn officers attending crime forums with Members of Parliament.

Department of Fire and Emergency Services
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disposal of FESA House



salary increase for senior officers



employee redundancies



funding arrangements for volunteer brigades and acquittal process



the relinquishing of local fire fighting brigades by local government
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capital appropriations



the review of the emergency services acts



State Emergency Service in the northern suburbs



safety risk management



write-offs totalling $41 800 in bad debts



increase in the number of senior managers



mapping of bushfire prone areas



funding of new firefighting equipment



strategic asset management plan



capital appropriations and the Emergency Services Levy (ESL).

Department of Parks and Wildlife and Swan River Trust


contaminated sites reported to the Department of Parks and Wildlife



preparations for upcoming fire season



additional performance measures for prescribed burning



safety upgrades to the department’s fire trucks



employee training programs



Kalbarri National Park plan



merger with the Swan River Trust



pastoral leases management transition



closing off waters in department controlled pastoral leases



substantive equality requirements



Biodiversity Conservation Bill



Gnangara Regional Park



the Swan River seawalls in South Perth



Swan River shoreline assessment specifically the western foreshore



Elizabeth Quay development and water quality assessment



faecal coliform organism levels and phosphorous levels in recreational waters
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increase in the cost to supplies and services



environmental impacts to the Swan River and the development of the New
Perth Stadium.

Insurance Commission of Western Australia


Compulsory Third Party (CTP) insurance underwriting losses



projected profit and loss for 2015



CTP motor vehicle injury insurance affordability



Riskcover fund



destitution of funds between portfolios



catastrophic claims



fund modelling for the no fault scheme



heads of damages under the no fault scheme



cost of premiums under a no fault scheme



potential thresholds to be implemented in a no fault scheme



the relationship between investment returns and the ongoing underwriting
losses and its impact on premiums



compensation industrial diseases fund



investment division and investment returns



management and investment fees



increase in claims and causes



the dollar value that the Commission has recovered from right of recovery
claims



the type of action taken with regulatory agencies and ensuring the correct
level of cover specifically Transport and Uber.

Western Australian Land Authority (LandCorp)

12



social housing allocation, price range and maintaining public open space in
the Springs Rivervale project



defining affordable housing



specific targets for active open space

SIXTIETH REPORT



active open space in the northern suburbs



developer contributions to the Springs Rivervale project



metropolitan region improvement plan and flow on impacts for Landcorp



time taken to develop land and deliver to the Western Australian Planning
Commission



land subdivision in small to medium country towns



land sales recorded in the 2013-14 annual report



fluctuations in the cost of development



market conditions generally



affordability in metropolitan residential land



rent revenue



land management within regional Western Australia



procurement of the Middleton Beach site



unsettled sales



the role of Finbar in the development of the Springs Rivervale project



the process of releasing the land to the market in the Springs Rivervale project



purchasing of land identified under the economic and employment land
strategy 2012.

Department of Regional Development


Ord East Kimberly project and the Kimberley Agricultural Investment Group
(KAI)



recent valuation of the Knox plain plan



KAI’s provision of infrastructure to the project



environmental considerations for the Knox plain plan



the country local government fund



projects funded by the local government fund



the Aboriginal critical community response fund



SuperTowns project
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remote communities and the use of Royalties for Regions funding



indigenous visitor hostel program and the Broome Hostel



impacts regarding the closure of remote Aboriginal Communities



Karratha Health Campus



Carnarvon aged care northwest health initiative



Hedland 125 service worker housing intervention package



Osprey Village



Pelago East stage 2 project



housing vacancy rates for Osprey Village and Pelago East



market trends and future demands for housing



‘Seizing the opportunity initiative agriculture program’ and funding the
‘funding of projects program’



infrastructure audit and infrastructure fund



regional freight strategy



comparisons between the Living in the Regions 2013 survey and Living in the
Regions-a Metropolitan view survey



increases to the average cost per funded initiative



other grants and subsidies defined



employee leave liability



artificial reefs in the southwest



regional boating facilities scheme and planning for the establishment of new
boat ramps and the refurbishment of existing ramps



new agricultural precincts in the Pilbara and Kimberley regions



Water for Food program



the Bigger Picture program and Royalties for Regions



Coral Bay seasonal workers accommodation



introduction of new fees to regional Western Australia



Royalties for Regions funding generally.
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Disability Services Commission


new effectiveness indicator



management of serious incidents



performance targets including family support average cost per service activity
and average cost per service user; difference between budget and target
figures



National Disability Insurance Scheme (NDIS) and its impacts on service
delivery



NDIS My Way evaluation contract



employee accidents, incidents and work days lost



employment opportunities for Aboriginal and Torres Strait Islanders



disability justice service



early childhood intervention services



quality assurance of service providers



service providers publishing annual self-assessment results



Health and Disability Services Complaints Office review outcomes



staff hired by labour hire companies



disability access inclusion plans



change to the format of the annual report



calculating serious incidents.

Fremantle Port Authority


power procurement and the use of renewable energy



lease agreements



transitioning between companies



processing capacity and the volume of freight movements



Western Australian Planning Commission’s strategic review of options for the
development of future port facilities



Kwinana Bulk Terminal



capital works delays
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employee reductions



statement of corporate intent



estimated trade value for both inner and outer harbours in 2013-14



safety review for mooring failure during storm surges.

Department of Lands


property asset clearing house and utilising state land within regional centres



Lazy Lands program in Karratha



strategic identification of land in regional Western Australia



public consultation process



asset management of State land



asset management process



review of reallocating government land to another agency



government land identified for priority sale



land holdings in the Town of Cossack



pastoral lease renewals



compliance of pastoral leases



pastoral lease usage diversity and permits



Ord expansion and developmental leases.

Housing Authority
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changed criteria for waiting lists



examination of policy requiring applicants to notify department in writing
whether house is still required



the Pelago East development



estimates for Government Regional Officer Housing (GROH)



shared equity program



demographics of applicants on waiting list who accessed the shared equity
program



public housing stock
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Project 125 (service workers accommodation) in Hedland



outstanding construction costs and income received for the Osprey Key
Workers Village project



demographics and rate of occupancy for the Osprey Key Workers Village
project



Aboriginal community housing under the national partnership agreement



stage one of the Hamilton Precinct in Hedland



determination of price of land in joint venture developments in the
metropolitan area



land developments around metropolitan train stations



Spotless contract pricing matrix.

Public Transport Authority


Metro Area Express (MAX) light rail project



draft master plan



rail capacity for Tonkin Highway and Reid Highway



airport rail line passenger modelling



Ellenbrook and Forrestfield passenger modelling



land acquisitions for the Forrestfield Station



examination of fares in relation to the implementation and repeal of the
carbon tax



patronage matters



reasons for the $60 million appropriation increase



provision of future revenue to government



Landgate and State Solicitor Office costs



grain freight rail network



parking at metropolitan transport stations



peak hour buses



bus shelters in the northern suburbs



interactive services mobile apps
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wifi at public transport stations



timeframe for the Yanchep rail extension



ordering of new railcars for pending rail projects



depot location for new railcars



Butler Depot



bus services operating out of Bullsbrook



bus services to Gidgegannup



rail crossings impacting on the airport rail line



concerns regarding the tunnel for the Wellington Street underground bus
station.

Department of Transport
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public transport master plan



Moving People Plan



Perth Freight Network plan



east-west rail feasibility plan and freight corridor plan



prosecutions of Uber drivers



north-south freeway corridor



additional river crossings



new outer harbour plan



cycle paths



grade separations of Karrinyup Road, Hutton Street and Scarborough Beach
Road



taxes and tolls on motorists



survey costs for commercial vessels



vehicle and driver licensing services



multi-purpose taxi driver complaints



number of multi-purpose taxis and service delivery for disabled passengers



regional taxi camera trial
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taxi lease plates



bicycle network plan.

Department of Child Protection and Family Support


efficiency dividend regarding out-of-home care placements



supporting children and young people in care; the management and number of
child protection cases



child protection operations within the Goldfields



Operation Deagon



Operation RESET (a multi-agency proactive community engagement intuitive



Remote Services Framework



StrongWomen groups



sexually transmitted infections (STI’s) and mandatory reporting



Auditor General’s finding around Working with Children Checks (WWC
Checks)



processing times for WWC Checks



resource allocation and employee numbers in the Working with Children
Screening Unit



examination of the Safe at Home program



Australian Institute of Health and Welfare report on specialist homeless
services



children with high and complex needs in the care of the Chief Executive
Officer.

Metropolitan Redevelopment Authority (MRA)


Elizabeth Quay sale of land



Chevron Australia Pty Ltd’s land purchase in Elizabeth Quay



Raine Square and the new Perth underground bus station



Full Time Employment (FTE) numbers in MRA offices



activities for the Armadale redevelopment area



community engagement for activities for the Armadale redevelopment area
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overcrowding in inner suburban schools



Midland master plan and Public Transport Authority rail yards



Convention Centre and Elizabeth Quay connection



Wellington Street cycle path



Scarborough master plan.

3

ISSUES ARISING FROM THE COMMITTEE’S INVESTIGATION

3.1

Evidence received during the course of the Committee’s annual report process is
usually made public by the Committee and posted on the Committee’s website, and
the hearings are held as public hearings. However, on occasions, the Committee
receives evidence from Ministers with a request for evidence to remain private or in
camera evidence.

3.2

Under Standing Order 175 of the Standing Orders of the Legislative Council, the
Committee determines what evidence is private, meaning that it shall not be disclosed
or published by any member or person, unless otherwise ordered by the Committee or
Legislative Council. In camera evidence shall not be disclosed or published by a
Committee Member of person unless otherwise ordered by the Council.

3.3

When considering a Minister’s request for confidentiality the Committee carefully
reviews the evidence and, where appropriate, seeks further clarification from the
Minister. This clarification, on occasion, requires the Committee to conduct a further
hearing with the Minister or the Minister’s representative in the Legislative Council
and the agency.

Horizon Power
3.4

An example of a request made by a Minister for evidence to remain confidential arose
in relation to the evidence provided by Horizon Power. This example demonstrates the
process that the Committee undertakes when considering such a request from a
Minister.

3.5

On 4 November 2014, the Committee and Hon Robin Chapple MLC (a participating
member), conducted a hearing with Horizon Power.

3.6

At the hearing with Horizon Power a number of questions were taken on notice.

3.7

The Minister for Energy, in his response to the Committee on 29 January 2015,
requested that the answers to questions B3, B5, B6, B9 (including the Strategic
Review Project business case) and B15 be received as in camera evidence under
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Standing Order 175(1)(c). The Minister’s response is attached at Appendix 1 and the
Strategic Review Project business case is attached at Appendix 2.
3.8

The Committee resolved to give these answers and this report a private status.

3.9

The Committee published on its website the Minister’s answers to questions on notice
but redacted from this document the answers given a private status. The Committee
also informed Hon Peter Collier MLC, Minister representing the Minister for Energy,
of the Committee’s intention to hold a further hearing with the Minister representing
the Minister for Energy and executive officers from Horizon Power, to examine the
answers provided and ask why particular answers and the business case should remain
private. This hearing was held on 12 October 2015.11 The transcript of this hearing is
at Appendix 3.

3.10

During the hearing, Horizon Power and the Minister representing the Minister for
Energy asserted their request for the evidence to remain private. However, throughout
the hearing the Committee confirmed with Horizon Power that some evidence that it
had requested to remain private need not remain private.

3.11

After the hearing, the Committee also made further inquiries into the assertions of
Horizon Power executives concerning statements of corporate intent (see page 8 of
Appendix 3). As a result of those further inquiries, the Committee found that Horizon
Power had not submitted a statement of corporate intent to the Parliament for the past
three years.

3.12

The Committee considered the submissions from Horizon Power and formed the
preliminary view that the Committee was not satisfied that the answers to the above
questions should remain private.

3.13

On 22 October 2015, the Committee requested further submissions from Horizon
Power as to which parts of the business case required redaction (see Appendix 4). The
response from Horizon Power received on 11 November 2015 is attached at
Appendix 5.

3.14

The Committee also requested that Horizon Power submit the statements of corporate
intent for the years 2013-14, 2014-15 and 2015-16. The Committee’s request and
Horizon Power’s response are attached at Appendices 6 and 7.

3.15

On 16 November 2015, the Committee considered the further submissions received
from Horizon Power. The Committee formed the view that the submissions made by
Horizon Power did not provide sufficient reasons for the evidence to remain as private
evidence.

11

This hearing was not held earlier due to the unavailability of Members and witnesses.
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3.16

On 30 November 2015, the Committee resolved that the answers to the questions on
notice, the business case and submissions provided in relation to these documents be
made public and that this evidence to be incorporated into this Report.

Committee comment
3.17

The Committee has found that there is no uniformity in the requests made by agencies
through their responsible Ministers for evidence to remain confidential, and agencies
often do not provide adequate reasons in support of these requests.

3.18

Currently, the Committee is conducting a broader range inquiry investigating the
provision of information to Parliament. The issues experienced in the course of these
hearings and the requests for information to be kept private will be considered within
that broader context during the inquiry.

4

CONCLUSION

4.1

The Committee’s annual report 2013-14 process has now concluded. The Committee
did not initiate any formal inquiries as a result of this process.

4.2

Notwithstanding the issues identified above, the Committee was pleased with the
overall conduct of the hearings, the level of attendance and Member participation. A
good cross-section of questions were asked by both Government and non-Government
Members and a large number of issues were canvassed in the course of the
proceedings.

4.3

The Committee is committed to continually reviewing and refining its processes to
ensure that an effective and worthwhile estimates process is conducted. To this end,
the Committee will continue to consult with Members to improve the process.

____________________
Hon Ken Travers MLC
Chair
3 December 2015
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APPENDIX 1
LETTER FROM MINISTER FOR ENERGY DATED
29 JANUARY 2015
» '■-ai 4
i' r^l
Hon Mike Nahan MLA
Treasurer; Minister for Energy;
Citizenship and Multicultural Interests
Our Ref: 48-08515
Committee Clerk
Estimates and Financial Operations Committee
Legislative Council
Parliament House
Perth WA 6000
lcefoc@parliament.wa.Qov.au
Dear Madam,
I enclose the documents requested by the Chairman of the Committee at the Annual Report
Hearing for Horizon Power on 4 November 2014.
Pursuant to Legislative Council Standing Orders 175 and 181, Horizon Power requests that
the documents sealed within the envelope marked 'Private' be treated by the Committee as
private, and received on an in camera basis. I have enclosed redacted versions of the
strategic review documents should the Committee determine that they should be made
public. Redactions have been made on the basis of either; commercial confidentiality where
relationships between Horizon Power and third parties may be adversely impacted; where
decisions are yet to be made in respect to further redundancies; and where publication of
such material could impair implementation of key strategies.
The information which is the subject of this request contains highly sensitive material.
Publication of this material could serve to distract Horizon Power staff such that their
personal safety and that of Horizon Power's customers could be severely compromised. In
addition Horizon Power is making progress to achieve significant savings on an annual basis
as the outcomes of the strategic review are implemented. I am concerned that publication of
these documents could delay implementation of some strategies due to unnecessary
attention caused by premature publication of information.
I would be pleased to discuss this further with the Committee, if that would assist.
Yours sincerely

DR MIKE NAHAN MLA
TREASURER; MINISTER FOR ENERGY;
CITIZENSHIP AND MULTICULTURAL INTERESTS
2 9 JAN 2015

Level 13, Dumas House, 2 Havelock Street, West Perth, Western Australia 6005
Telephone: +61 8 6552 5700 Facsimile: +61 8 6552 5701 Email; Minister.Nahan@dpc.wa.gov.au
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RESPONSE TO QUESTIONS FROM THE STANDING COMMITTEE ON
ESTIMATES AND FINANCIAL OPERATION
Tuesday 4 November 2014
Horizon Power
Question on Notice for the 2013/14 Annual Report Hearing Horizon Power held on
Tuesday 4 November 2014: Hon Robin Chappie MLC asked B1 What are the actual returns derived from the arrangements, through the City of
Karratha, for the payment from the community of the Pilbara Underground Power
Project?
Answer:
To date Horizon Power has not received any funds from the City of Karratha for the
Pilbara Underground Power Project.
B2 What is the anticipated or estimated amount of return to Horizon Power from the
City of Karratha in the management of the PUPP process and how much has been
identified to date that has been incorrectly charged in that process?
Answer:
$34.55 Million is the amount that Horizon Power will invoice to City of Karratha. Four
percent (4%) of invoices were reissued due to incorrect charges being applied.
S3 Hon Alanna Clohesy asked for a table to include a breakdown of the funding
arrangements for the Pilbara Underground Power Project by area to include
Karratha, Roebourne, Onslow, South Hedland and Wedgefield.
Answer;
Region
Karratha
South Hedland and Wedgefield
Roebourne
Onslow

Royalties
for Regions

Local Govt
Authority

$ 125.2
$ 41.5
$
2.6
$
5.7
$ 175.0

$ 33.7
$ 11.2
$
0.9
$
1.9
$ 47.7

Horizon
Power
$
$
$
$
$

5.1
2.1
7.2

Total
$ 164.0
$ 54.8
$
3.5
$
7.6
$ 229.9

Lots
3304
1398
20
221
4943

Note - All values are in $ million.
Horizon Power requests the budget data, in particular for Karratha, Roebourne and
Onslow, remains confidential as it may compromise the tender process for future
works.
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B4 How is the cost saving (from PUPP) going to reflect on Horizon Power's budget into the future
Answer:
Horizon Power projects savings (on a Net Present Value basis - July 2013 dollars) accruing to the business on a per annum basis
and these are detailed below. Reductions in operational budgets will be made once the project is completed.
Reduced Network Losses: $0,253 million
Reduced Operations & Maintenance costs: $3,822 million
Reduce Red Alert time: $2,376 million
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B5 Hon Ken Travers MLC asked; Please provide a list of the strategic themes and
the projected savings to be derived from them to achieve the $100 Million annual
savings?
Answer As detailed at the hearing, the figures below are aspirational targets
Strategic Theme
Projects
Subsidy
Delivered/Under 1(TEF) Reduction
Consideration
( to be achieved
by 2018) - $
Million
Operating Review
Operating
$69 ($36 million
Restructure partly already delivered)
delivered resulting
in a reduction of
186 positions.
Generation
Review Under
$0.3
including Mid-West Supply consideration
Revenue
generation Under
$16
including tariff reform
consideration
Capital
Productivity Outsource
of $15
Review
including Engineering and
outsourcing
of Projects delivered
Engineering and Projects currently
toGHD
investigating sale
of
non-core
assets such as
company owned
houses.
North
West Under
$15
Interconnected
System Consideration
Reform
(NWIS)
maximise assets and
resolve
access
arrangements.
B6 Hon Peter Katsambanis MLC asked; What was the cost of consultants used (for
the strategic review) in the financial year 2012/13 and 2013/14 and what are going to
be the ongoing costs of the consultants used?
Answer:
Horizon Power paid $5.4 million to the Boston Consulting group in 2012/13
and they have not been utilised since that date. There are no ongoing costs.
Ernst and Young and PWC were also utilised in 2012/13 at a cost of $83,523
and

Note these are the aspirational targets in the part B Business case provided however as they were aspirational
Horizon Power has only ever publicised targets of $100 million in total. As we have worked through the
programs these targets have changed to reflect information however our target remains at $100 million in total.
All initiatives are subject to approval processes within Horizon Power and Government.
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$182,485 respectively. Horizon Power has already identified savings of $160
million in savings over the forward estimates period as a result of assistance
from consultants during the strategic review.2

B7 Hon Rick Mazza MLC; Please provide a list of contaminated sites and the
location of those sites and the nature of the contamination
Answer:
Site
Broome Power Station

Town
Broome

Camballin Power Station
Decommissioned

Camballin

Carnarvon Power Station

Carnarvon

Cue Power Station
Decommissioned

Cue

Derby Power Station
Decommissioned

Derby

Esperance Power Station

Esperance

Exmouth Power Station
Decommissioned

Exmouth

Fitzroy Crossing Power
Station

Fitzroy Crossing

• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• PSH in groundwater

Gascoyne Junction Power
Station Decomissioned

Gascoyne
Junction

• Shallow soil impact (<2m)

Halls Creek Power Station
Decommissioned
Hopetoun Power Station
Decommissioned

Halls Creek

• Shallow soil impact (<2m)

Hopetoun

• Shallow soil impact (<2m)

Form of Contamination
• Deep soil impact (>2m)
■ Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• Phase Separated
Hydrocarbon{PSH) in Groundwater
• Shallow soil impact (<2m)
• Dissolved Hydrocarbons in
Groundwater
• PSH observed in off-site well
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• PSH in Groundwater
• Deep soil impact (>2m)
• Shallow soil impact (<2m)
• PSH in groundwater
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Metals in Groundwater
• Shallow soil impact (<2m)
• PSH in Groundwater
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• Arsenic above Department
Environment and Conservation
guidelines in MW6
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• PSH in Groundwater

Action - data to be compared
to previous years.
Groundwater monitoring
submitted to Department of
Environment and Regulation.
Groundwater and soil vapour
monitoring conducted.
Plume stability assessment
and ground water monitoring.
Ground water monitoring
recently conducted.
Ground water monitoring
conducted.

Health and Environment risk
assessment conducted and
fate and transport modelling
being conducted.
Waiting on determination of
responsibility by contaminated
sites committee as site is
opposite an existing service
(petrol) station. Looking to
reclassify affected sites where
possible. Ground monitoring of
Horizon Power plume. Soil
vapour monitoring to be
conducted.
Finished detail site
investigation and also
completed a detailed health
and environmental risk
assessment. Ground water
monitoring being conducted.
Reclassified to contaminated
restricted use - ground water
not to be abstracted.
Soil sampling conducted
Reclassified to remediated for
restricted use.

2

Note that business case part B includes a sub-total of $8.81 million however this cost is not limited to large
consultants but also contractors, access to research etc.
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Kununurra Power Station

Kununurra

Lake Argyle Power Station
Decommissioned
Laverton Power Station
Decomissioned

Lake Argyle

Leonora Power Station
Decomissioned
Marble Bar Power Station
Decommissioned

Leonora

Meekatharra Power Station
Decomissioned

Meekatharra

Menzies Power Station
Decommissioned

Menzies

Mount Magnet Power Station
Decommissioned
Nullagine Power Station
Decommissioned
Onslow Power Station
Decommissioned

Mt Magnet

Port Hedland Depot

Port Hedland

Redbank Power Station
Decommissioned

Redbank

Sandstone Power Station
Decommissioned

Sandstone

Wiluna Power Station
Decommissioned

Wiluna

Wittenoom Power Station
Decommissioned

Wittenoom

Yalgoo Power Station
Decommissioned

Yalgoo

Laverton

Marble Bar

Nullagine
Onslow

• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• Phase Separated Hydrocarbons
(sheen & globules) in groundwater
• Shallow soil impact (<2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• Shallow soil impact (<2m)
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• PSH in Groundwater
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• PSH in Groundwater
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• PSH in Groundwater
• Deep soil impact (>2m)
• Shallow soil impact (<2m)
• Shallow soil impact (<2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• Hydrocarbons in Groundwater
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Metals in Groundwater
• Shallow soil impact (<2m)
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Metals in Groundwater
• Shallow soil impact (<2m)
• PSH in Groundwater
• Shallow soil impact (<2m)
• Deep soil impact (>2m)
• Dissolved Hydrocarbons in
Groundwater
• Shallow soil impact (<2m)
• Benzene identified above IL

Ground water monitoring
conducted.
Low Risk. No action in last 12
months
Low Risk. No action in last 12
months
Low Risk. No action in last 12
months.
Trialling remedial options including multi-phase vapour
extraction
Soil and ground water
monitoring conducted.
Just commissioned a risk
assessment and remedial
options assessment.
Low risk no action in last 12
months.
Reclassified - no further
action.
Site summary report and a site
management plan is being
prepared.
Being investigated by a third
party
Tanks have been removed and
soil validation being conducted.
Site will continue to be
monitored.
Ground water and soil
monitored.
Sampling conducted and we
are aiming to be reclassified to
be contaminated to restricted
use.

No action

Horizon Power not
conducting any
further testing

B8 What percentage of the energy output from Horizon Power is derived from
renewable energy? What are the maintenance costs of those renewable
installations?
Answer
Of the total power owned and generated by Horizon Power, 0.33% is derived from
renewable energy. Of the power purchased and generated by Horizon Power,
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5.15% is derived from renewable energy sources. The maintenance costs at
installations for these Horizon Power owned sources are approximately $161,000
per annum. Maintenance costs for renewable energy generated by Independent
Power Producers (IPP's) are held by the IPP's and Horizon Power has requested
those costs, however at the time of writing no costs had been returned.

B9 The Hon Robin Chappie asked to access for the Strategic Review Business
Cases Parts A, B and C.
Answer
These are attached for information in full and redacted as requested and clarified by
the Hon Ken Travers and published in Hansard.
It is important to note that the fundamental principal of the strategic review is to
ensure that Horizon Power can continue to deliver a safe and reliable power supply
that is sustainable over time. Horizon Power Board and Executive identified that the
level of subsidy received by Horizon Power was not sustainable and therefore
initiated a strategic review with the full support of the Minister to reduce the level of
subsidy paid to Horizon Power by $100 Million per annum from 2018.
Publicising the business cases may lead Horizon Power customers to conclude
incorrectly that their power supply will be negatively impacted if the number of
positions is reduced both regionally and at the Bentley support office. The initiatives
identified by Horizon Power ensure safety and reliability of power supply whilst
implementing efficiencies either through new technology or improved processes.
Initiatives identified in the business cases may be subject to change as those
initiatives are investigated further, sarah
Horizon Power therefore respectfully asks that the content of the business cases are
kept confidential. The nature of the cases may also, if projects are approved and
proceed, have an impact on the employment of Horizon Power staff. Conversely,
decisions may be taken not to proceed with projects, and hence there may be little or
no impact on employees. Horizon Power contends the release of any of the
business case information may cause unnecessary concern among employees.
Horizon Power management has, through the entire course of the Strategic Review,
committed to conversations with impacted employees once decisions have been
taken. This enables a respectful conversation with individually affected employees
where changes and the reasons for those changes can be fully explained.
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BIO Hon Alanna Clohesy; please provide a table of initiatives and the cost of those
initiatives that Horizon Power is undertaking to improve the reliability in Onslow and
Hopeton? Please provide a list of outages and the number of customers affected, in
Onslow and Hopeton in the last financial year?
Answer
The tables are attached below and also provided under separate cover for ease of
reading.
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(B10) Hon Manna Clohesy: please provide a table of initiatives and the cost of those initiatives that Horizon Power
is undertaking to improve the reliability in Onslow and Hopeton? Please provide a list of outages and the number
of customers affected, in Onslow and Hopeton in the last financial year?
iJob Description

l FY13/14

I FY14/15

I FY15/16

I FY16/17

POLE BASE TESTING-ONS
$
$ 27,144.00 S 27,144.00
NIGHT TIME STREET LIGHT PATROL - ONS
TRANSFORMER LOAD READINGS
S 6,400.00 $ 6,400.00
GROUND BASE LINE PATROL
$ 5,400.00 $ 5,400.00
RMU/TX INSPECTION FALCON
$ 4,700.00 $ 4,700.00
EARTH ROD TESTING-ONS
$
$
$
TOWN THERMOGRAPHIC INSPECTION
* 7,400.00
1ST VEGETATION INSPECT & LETTER DROP
S 3,023.00 * 3.023.00
POLE BASE TESTING - ONS
S
$
DOF & PTS GROUND CLEARING ONSLOW
s 11.200.00
$
3RD NOTIFICATION TO CUT & CHARGE
s 1,100.00 $ 1,100.00
500.00
TRIANNUAL SUBSTATION INSPECTIONS
S
500.00 $
POLE BASE TESTING - ONS
s
$
P1 - PREVENTATIVE MAINTENANCE
$ 568,649.00 $ 482,806.00
$ 1,037.00 S 1,120.00
P2 - PLANNED CORRECTIVE
R2 - UNPLANNED CORRECTIVE
S 50,482.00 S 54,530.00
DESIGN. UPGRADE HIGH VOLTAGE CONNECTION, SITE
EXPANSION, EARTHING & CONTROL SYSTEM UPGRADE
S 778,000.00
UPGRADE EXISTING ONSLOW ELECTRIC POWER STATION
$ 397,000.00
MASTER CONTROLLER
UPGRADE CURRENT TX ON FEEDERS
S 142,000.00
5 MTHS HIRE DIESEL FIRED GENERATOR TO MEET 13/14
152,000.00
SUMMER PEAK
S
ENGINEERING, SITE WORKS, TENDERING IN PREPARATION
FOR GAS MODS. CARNARVON GENERATOR RELOCATION AND
577,000.00
GAS HIRE GENERATION
RELOCATION OF HP OWNED DIESEL GENERATOR FROM
$_ 53,000.00
CARNARVON
UPGRADE GAS INFRASTRUCTURE SUPPLYING EXISTING
POWER STATION TO ACCOM INSTALL OF GAS GENERATION
s 500,000.00
INSTALL 3 GAS FIRED HIRE GENERATORS
1,250.00 1
s 220,000.00
1,327,000.00 1 S 2,160,435.00 1\r 606,573.00
HOPETOUN
REMOVE COPPER MAINS & UPGRADE TX HTN0008. CLARKE ST
489,528 $
AND VEAL ST TO CANNING BOULEVARD
REMOVE 7/14 COPPER MAINS ALONG VEAL ST FROM CANNING
$
$
BOULEVARD TO BUCKIE ST
$
$
REMOVE 7/2.75 COPPER MAINS FROM CHAMBERS ST ALONG
GIBSON WAY AND BUCKIE ST TO VEAL ST AND FORREST WAY
HOPETOUN DETAILED SYTSEM STUDY REPORT
40,0001rs
S
- |~>29,528.00 I

S
s
$
$
$
s
$
s
s
$
$
s
s

s
s
s

I FY17/18

I FY18/19

I

29,264.00 1$
27,144.00 %
6,400.00 $
5,400.00 S
4,700.00 S
4,700.00 *
Lil
3,023.00
8,698.43 Is
$
1,100.00 s
500.00 s
2,356.00 s

- 1Is
27,144 00 s
6,400 00 $_
5,400 00 i
4,700.00 s
$
7,400.00 I s
3.023.00 51
- 1$
11,200.00 $
1,100.00 fs
500.00 IT"
s

1,250.00
94,535.43 Is

66,867.00 Irr 48,267.00 {

s
500,000 $
s
hV.'M'iW.'l

s
$

- I
27,144.00
6,400 00
5,400.00
4,700.00
3,023.00 |
1,100.00
500.00

500,000

40,0001Is
-1
40,000.00 |n: 500,000.00 |
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Powcrai^ttm Descnpbon

HopQtoun and On^lpw ;n<;idep^ fl Jul 2Q13 - 30 Jpn 2014)
Incident Reference Date/Time - Inddent Start
Inddenl Category Description
Incident Cause Description

Onslow
Onsiow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow
Onslow

INCO-112200-p
INCO-113675-p
INCD-113680-p
INCO-1H745-P
INCD-114750-p
lNCO-121245-p
INCD-1212S0-P
INCO-121S25-P
INCO-121530-p
INCD-123145-p
lNCD-123190-p
INCD-12735S-P
lNCO-12S690-p
INCD-128700-p
INCO-129030-p
INCD-129040-p
INCD-135850-p
INCD-137665-p
INCO-137670-p
INCD-246-v
lNCO-140060-p
INCD-342-y

Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun
Hopetoun

INCD-1122S0-p
INCD-112525-p
INCD-112530-p
INCD-11258S-P
INCD-115795-p
lNCD-116910-p
INCO-11772S-p
INCD-ll83S0-p
INCD-121600'P
INCD-124315-p
INCO-128380-p
INCD-128415-p
INCD-129100-p
INCO-130975-p
INCD-130995-p
INCD-131095-p
INCD-131210-p
lNCD-131240-p
INCD-131085-p
INCO-13163S-P
INCD-131955-p
INCO-132065-p
INCO-132215-p
INCD-132660-p
INCD-13437S-P
INCO-134810-p
INCD-134955-p
INCD-134985-p
INCD-135100-p
INCD-135050-p
INCO-135935-p
lNCO-135985-p
INCD-136805-p
lNCO-136870-p
lNCD-135930-p
INCD-137025-p
INCD-137060-p
lNCD-137130-p
INCD-138055-p
INCO-138065-p
INCD-138070-p
INCO-138075-p
INCD-13e000-p
INCD-138005-p
INCD-138010-p
INCO-138015-p
lNCD-138020-p
lNCO-138060-p
INCD-13917S-P
INCD-139185-p
INCD-133190-p
lNCD-13919Sp
INCO-139200-p
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ONSLOW
12/07/2013 09:16:00 Wanned HVN Incident
31/07/2013 04:42:34 Feeder Trip
31/07/2013 04:42:38 Feeder Trip
19/08/2013 17:27:18 Feeder Trip
19/08/2013 17:27:20 Feeder Trip
11/11/201310:07:34 Feeder Trip
11/11/2013 10:07:34 Feeder Trip
15/11/2013 03:16:37 Feeder Trip
15/11/2013 03:16:38 Feeder Trip
05/12/2013 07:48:00 Planned HVN Incident
05/12/2013 13:11:00 Planned HVN Incident
07/01/2014 08:46:00 Drop Out Fuse Trip
20/01/2014 05:59:00 LV Fuse Trip
20/01/2014 07:40:00 LV Fuse Trip
23/01/2014 10:16:56 Feeder Trip
23/01/2014 11:09:58 Feeder Trip
08/04/2014 13:47:00 Planned HVN Incident
20/04/2014 05:28:32 Feeder Trip
20/04/2014 05:28:34 Feeder Trip
23/05/2014 06:56:00 Feeder Trip
23/05/2014 06:56:54 Feeder Trip
28/05/2014 18:35:00 Feeder Trip
HOPETOUN
12/07/2013 11:56:00 Drop Out Fuse Trip
17/07/2013 05:11:00 Drop Out Fuse Trip
17/07/2013 09:13:00 Protective Device Trip
17/07/2013 10:48:57 RedoserTrip
31/08/2013 04:31:00 Feeder Trip
17/09/2013 10:49:00 Planned HVN Incident
29/09/2013 10:46:00 Drop Out Fuse Trip
05/10/2013 05:54:00 Drop Out Fuse Trip
17/11/2013 07:40:00 Protective Device Trip
16/12/2013 05:18:00 Protective Device Trip
17/01/2014 09:46:00 Planned HVN Incident
17/01/2014 11:12:00 Planned HVN Incident
24/01/2014 08:02:23 Redoser Trip
06/02/2014 07:37:00 Protective Device Trip
06/02/2014 08:26:35 RedoserTrip
07/02/2014 03:32:51 RedoserTrip
07/02/2014 11:21:00 RedoserTrip
07/02/2014 11:30:00 RedoserTrip
07/02/2014 12:10:00 Feeder Trip
10/02/2014 07:58:00 RedoserTrip
12/02/2014 09:14:00 Switch Isolation
13/02/2014 09:03:00 Planned HVN Incident
1V02/2014 09:08:00 Planned HVN Incident
20/02/2014 07:52:00 Drop Out Fuse Trip
14/03/2014 12:25:11 RedoserTrip
19/03/2014 09:14:00 Switch Isolation
20/03/2014 08:58:36 Planned HVN Incident
20/03/2014 10:53:00 LV Fuse Trip
20/03/2014 21:48:00 RedoserTrip
21/03/2014 10:05:00 Planned HVN Incident
29/03/2014 09:45:00 Planned HVN Incident
30/03/2014 07:41:03 Planned HVN Incident
08/04/2014 10:18:09 Planned HVN Incident
08/04/2014 15:07:00 Planned HVN Incident
09/04/2014 09:09:00 Planned HVN Incident
10/04/2014 09:37:00 Planned HVN Incident
10/04/2014 11:41:00 Drop Out Fuse Trip
11/04/2014 08:59:00 Planned HVN Incident
26/04/2014 02:15:00 Protective Device Trip
26/04/2014 02:15:00 Protective Device Trip
26/04/2014 02:15:00 Protective Device Trip
26/04/2014 02:15:00 Protective Device Trip
26/04/2014 09:55:00 Protective Device Trip
26/04/2014 09:55:00 Protective Device Trip
26/04/2014 09:55:00 Protective Device Trip
26/0^2014 09:55:00 Protective Device Trip
26/04/2014 09:55:00 Protective Device Trip
26/04/2014 09:59:21 Protective Device Trip
08/05/2014 09:54:00 Protective Device Trip
08/05/2014 09:54:00 Protective Device Trip
08/05/2014 09:54:00 Protective Device Trip
08/05/2014 09:54:00 Protective Device Trip
08/05/2014 09:54:00 Protective Device Trip

Customers affected
CCA)

Plan Outage or Disconnection
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Plan Outage or Disconnection
Plan Outage or Disconnection
Bat
Unknown
Equipment Failure (Indudes Pole Top Rre)
Equipment Failure (Indudes Pole Top Fire)
Generation Failure
Plan Outage or Disconnection
Generation Failure
Generation Failure
Unknown
Human Error
Human Error

87
284
160
159
285
282
162
161
287
19
19
14
38
38
147
285
90
150
293
291
295
153

Ughtnlng
Vegetation
Vegetation
Wind or Wind Bourne Debris
Generation Failure
Plan Outage or Disconnection
Equipment Failure (Indudes Pole Top Fire)
Equipment Failure (Indudes Pole Top Fire)
Generation Failure
Unknown
Plan Oi*age or Disconnection
Plan OiXage or Disconnection
Equipment Failure (Indudes Pole Top Fire)
Equipment Failure (Indudes Pole Top Rre)
Ughtnlng
Plan Outage or Disconnection
Equipment Failure (Indudes Pole Top Fke)
Equipment Failure (Indudes Pole Top Rre)
Equipment Failure (Indudes Pole Top Rre)
Equipment FaHure (Indudes Pole Top Rre)
Plan Outage or Disconnection
Plan Outage or Disconnection
Plan Outage or Disconnection
Bird
Equipment Failure (Indudes Pole Top Fire)
Plan Outage or Disconnection
Plan Outage or Disconnection
Equipment Failure (Indudes Pole Top Rre)
Equipment Failure (Indudes Pole Top Fire)
Plan Outage or Disconnection
Plan Outage or Disconnection
Emergency Outage For Hazard
Plan Outage or Disconnection
Plan Outage or Disconnection
Plan Outage or Disconnection
Plan Outage or Disconnection
Plan Outage or Disconnection
Plan Outage or Disconnection
Unknown
Unknown
Unknown
Unknown
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure
Generation Failure

6
4
41
79
281
25
12
9
211
120
2
2
50
120
20
51
4
4
42
51
9
38
9
6
52
9
4
49
6
35
2
52
4
2
6
5
5
10
295
209
292
43
121
295
209
292
43
121
122
292
295
208
43
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B11 Please provide the costs of works on the Wyndham power station that Horizon
Power expended to improve reliability in the last financial year? What are the overall
costs of the Independent Power Purchase (IPP) agreement with Onslow Power
station and what is the cost of the temporary generation to augment the IPP?
Answer
The Wyndham Enhancement Project included modifications to the power station and
upgrade of the network from 6.6kV to 11kV at a cost of $3.7 million over the years
2011 to 2013.
The Independent Power Provider Costs for Onslow are approximately $650,000 per
annum made up of $373,835 fixed charges, and approximately $280,000 of variable
charges plus the cost of gas.
In respect of the Temporary Generation; operating costs which include initial set up
and ongoing hire of the temporary gas generation equipment (transformers, cables
and gas fired generators) are as follows:
• 2014/15-$ 1,061,506
• 2015/16-$1,358,460
In addition to these hire costs, overall capital investment in the Onslow temporary
generation site will be in the vicinity of $2,734,660 when complete - $1,858,330 of
this value has been invested up to October 2014.

B12 What is the budget that Horizon Power has over the forward estimates for Asset
Management Projects such as Transmission, Pole Replacement etc?,
Answer:

Distribution

FY 14/15

FY 15/16

FY 16/17

FY 17/18

11,502,157

13,844,216

11,006,831

10,266,629

Generation
316,000
1,670,000
3,050,000
5,536,000
Transmission 8,852,962
9,536,259 10,238,048
6,351,219
Note - Pole replacement (Included in Distributions) Fy 14/15 -$3,962,243 /Fy 15/16 - $2,904,843/Fy 16/17 - $2,501,243
Fy17/18 ■ $3,201,243
B13 Of the 665 poles that were actioned or replaced, were any of those removed
because of underground power?
Answer;
No.
B14 For the pole testing by region, what percentage of work is carried out by Horizon
Power staff versus contractors?
Answer:
For the 2014/15 financial year, Horizon Power's pole testing team has consisted of
one Horizon Power FTE and one contractor assistant. A second Horizon Power FTE
pole tester commenced work on the 10 November 2014.
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Pole testing summary tables:
Financial
Esperance
Gascoyne Mid
Year
Poles Tested
West Poles
Tested
3,042
2014/15
2013/14
7,200
2013/14
2,296
2013/14

2014/15 average poles per
day
2013/14 average poles per
day

Pilbara
Poles
Tested
-

HP FTE and
contractor
assistant
100%

Contractor
Team

14%
100%

86%

1,060

-

Horizon Power FTE and
contractor assistant
40.9

Contractor
Team
-

41.2

26.9

B15 What is the take or pay component of the Horizon Power contract with
Transalta?
Answer:
The contract between Horizon Power and TransAlta is for 25 years and has both
fixed and capital and operating (O&M) charges and plus variable O&M charges.
Fixed charges are approximately $72 million per annum and variable charges are
$1.17 per MWh.
Horizon Power requests this information is kept confidential as it may jeopardise the
commercial position of both TransAlta and Horizon Power in future negotiations with
potential customers.
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Business Case Part A
PART A. PRESENT THE CONCEPT
A.1
THE OPPORTUNITY
Horizon Power is the monopoly electricity provider to regional Western Australia and
operates in a set of unique circumstances. Horizon Power's service area is the largest,
remotest and most arid of the Australian network utilities. It's customer base is the smallest
of the network utilities and it is one of the last vertically integrated electricity suppliers.
Since it's inception in 2006, Horizon Power has matured as a stand alone business;
increased it's service area and increased its service provision to regional Western Australia.
This has been achieved during a time of rapid change in Horizon Power's service area,
driven by a once in a lifetime commodities boom.
The consequences of development within Horizon Power's business since inception can be
summarised as:
1. Significant increases in Horizon Power's cost to supply:
2. Those increases concentrated in non-controllable areas;
3. Generation costs have been the largest contributor;
4. Cost increases have exceeded uniform tariff;
5. Which has contributed to the increases in the subsidy required by Horizon Power.
During May 2013, the new Minister for Energy expressed concern with the escalation in
subsidy being paid to Horizon Power and commented that the financial cost of supplying
electricity to regional Western Australia was unsustainable. He followed this statement with
an invitation to Horizon Power to prepare a response that would offer opportunities to
significantly reduce this financial cost.
This Part A Business Case seeks support to invest $600,000 in operational expenditure to
evaluate the options available to meet the Minister's challenge.
A.2
THE PROPOSED SOLUTION - OPPORTUNITY ONLY
In 2012 Horizon Power undertook to better understand the organisation's alignment to the
State's financial targets and broader long-term social objectives in order to assess the
contribution Horizon Power makes in the pursuit of these targets. This body of work resulted
in a coordinated strategy centred around decision making, productivity and market reform.
A number of priority areas were identified which formed the basis of the continuing evaluation
of the role of Horizon Power and its contribution to the state.
Decision Making
• Alignment of State and Horizon Power objectives;
• Greater alignment of strategy with objectives:
• Integrated risk management and strategy frameworks;
• Enhancing corporate decision making processes to control future cost escalation;
Enhanced business case and investment decision support;
• Enhanced governance, particularly regarding capital investments and project delivery;
and
• Detailed cost to supply modelling for investment and pricing decision support.
Strategic Review Project Business Case Part A
DMS 3684841
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Productivity
• Development of Capital Optimisation Framework to consider financial performance of
new and existing investments;
• Strategic review of Horizon Power assets against satisfaction of shareholder
objectives (asset recycling review);
• Operational performance benchmarking and productivity program;
• Strategic sourcing, outsourcing and service delivery review; and
• GTE utility 'opportunities for increased cooperation' review.
Market Reform
• Cost Benefits Analysis of regional electricity market development;
• Consideration of market-based barriers to increased private sector participation;
• Assessment of cost-reflective pricing strategies;
Assessment of operational synergies through market harmonisation;
• Analysis of regional multi-utility (water and power) market structures;
• Review of regional delivery model (including regional SWIS); and
Review of regional service delivery and reliability standards.
This list of potential solutions is not exhaustive. During Phase Two of the project the project
team will be challenged with exploring all prospects, including those that would ordinarily be
considered unviable from a financial, political or reputational perspective. In other words,
nothing is off the table.
The options are to be considered in a systematic and structured manner that facilitates the
nomination of the preferred options to further progress during Phase Three of the project.
A.3
PROJECT DEFINITION STATEMENT - OPPORTUNITY ONLY
Following on from the 'Role of Horizon Power' work in 2012, develop a range of options by
22 July 2013 that maximises value to the state while driving significant reductions to the
subsidy paid to Horizon Power.
A.4
INVESTMENT APPRAISAL - OPPORTUNITY ONLY (±50% ACCURACY)
The program is targeting an aggressive reduction in the subsidy paid to Horizon Power to
support regional electricity provision. Reductions of $100 million per annum are sought. The
productivity, structural and asset changes to achieve this are at this stage unknown and are
the basis for this options analysis. The impacts to Horizon Power are to be assessed along
with impacts to Government; which will broaden the value assessment beyond NPV.

OPAT Impact (Full Year)
Net Present Value @ <>%
Internal Rate of Return (IRR)
Strategic Review Project Business Case Part A
DMS 3684841
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A.5

FUNDING REQUIRED - NEXT PHASE COMPLETION COSTS ONLY

A.5.1 Funding Type
Capital Expenditure (for Phase 2 completion only)
Operating Expenditure (for Phase 2 completion only)

$
$600,000

A.5.2 Funding Source - Capital Expenditure - Not applicable
Existing Debt
Royalties for Regions

m.

Additional Debt
Customer Funded

m

Equity Injection
AMP

A.5.3 Funding Source - Operating Expenditure
X

From Existing Budget

Incremental Funding Required

Spending of $100k during the 2012/13 Financial Year has been covered in the Corporate
Services existing budget. The remainder of the $500k is included in the planned budgets
between Corporate Services and Office of the Managing Director - to be considered during
the XCo Business Planning Meeting 2.
A.6

PROPOSED TIMING - OPPORTUNITY ONLY

Milestone
Gate 1: Phase 1 Present the Concept
Gate 2: Phase 2 Options Assessment & Selection
Gate 3: Phase 3 Define & Approve
Gate 4: Phase 4 Design & Deliver
Gate 5; Phase 5 Evaluate & Close
Phase 6: Realise
A.7

Target Date
1/7/2013
9/9/2013
31/12/2013
TBC
TBC
TBC

|

NEXT STEPS

A.7.1 Progress
The project has commenced by establishing a clear view of the historical cost position of the
business and by discussing programs currently in place, and planned, as the response to this
situation.

Strategic Review Project Business Case Part A
DMS 3684841
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Disposal of
South
Hedland
Switchyard.

Development
of AMP
framework

Energy
supply(temporal
costs In
the
Pllbara
generation)

Gradual roll-off of
Western Powr legacy
supply contracts

r~
1 increase in AHnta 1
11 energy
purchase
contracts.
ml Total Expense ($m)

New power
statlonslnKarratha,
Bar & Nullaglne
and ATCOIPPMarble

Generation Expenses

Continuation
of Statestrategy
Generation
outsourcing

The analysis to underpin the cost position was predicated on identifying those costs within
Horizon Power that are controllable and directing the attention in those areas. The analysis
represented those costs with respect to their functional area; represented in the below chart.

Procurement
GM-CSH&S
Company SecMD
GM-Ops /
S&M
GM-CBD
EnergySystems Planning
Strategy, Planning & Bus Exc
Energy Trading
Business Services
Engineering Services
Business Development
Corporate Affairs^
Comms & Policy I ei;,11

Other
tT Services.
$20.28M

Asset & Works
SI 2.03 M
Propertl
$11.11

Customer
Service,
nnance,
Risk,
Audit
S7.97M
S4.99M
S6.43M
Transform on.
S5.67M

Strategic Review Project Business Case Part A
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Further analysis to narrow the area of interest was undertaken and reflected in an 'expense
element' view; i.e. employee costs, property costs, IT costs, etc. This preliminary analysis
builds on from the 'Role of Horizon Power' work undertaken during 2012.
Following on from the assessment of cost movements, the project team has begun an
assessment of other opportunities that may favourable influence the project outcomes: for
example: revenue options, structural options, tariff options, asset ownership, etc.
A.7.2 Outlook for Phase 2
Phase Two is focused on assessing possible options that exist to address the cost of
electricity challenge for regional Western Australia and the implications of these costs on
Horizon Power and the state.
The program of work will require an investment into the decision making framework and then
rapid application of this framework against a large set of possible options. The target initiatives
will be those that represent greatest benefit against a range of measures while maintaining an
appropriate level of achievability (shaded area in the below chart).

| Impact
Reduce Subsidy
Manage Net State Debt
Achieve OperatingSurplus
Increase Value
Reduce own-purpose
expenses
Improve State Domestic
Product
Manage Risk

Low

High

Achievability

| Achievability
Legal / regulatory environment
Required service/safety levels
Level and method of investment

Timing of investment
Geographical constraints
New to WA / Aust / industry

There is no constraint to the nature of the options to be considered during Phase Two;
although timing and resource will provide a natural guide to the level of detail possible. The
primary outcomes for Phase Two is an options analysis report representing Horizon Power's
assessment of possible options and a Part B business case summarising the conclusions.

Strategic Review Project Business Case Part A
DMS 3684841
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A.8

PROJECT GOVERNANCE

Steering Committee Role
Meeting Chair
Meeting Secretary
Governance Rep
Project Sponsor
Snr Business Owner
Snr Supplier
Snr Customer
Project Manager (Phases 1-3)
Project Manager (Phases 4-6)
Others
(insert lines as required)

A.9

Name - Phases 1-3
Frank Tudor
Lee Macey / Shannan Wheelock
Pete Feldhusen
Frank Tudor
David Tovey
N/A
N/A
Ben Hamilton
N/A
N/A

DECISION REQUIRED

Decision for Business Case: Request approval of Business Case Part A
Decision for Ph2 Funding:
Request approval of funding to complete Phase 2 as below
OPEX to complete Ph2: \ FY12/13 I FY13/14 I FY14/15 I FY15/16 I FY16/17 I FY17/18
$100,000 $500,000
CAPEX to complete Ph2: FY12/13
FY13/14
FY14/15
FY15/16
FY16/17
FY17/18
Decision for Cost to Deliver: Acknowledge TOTAL cost to deliver +/-50% as below
OPEX to Deliver: FY12/13
FY13/14
FY14/15
FY15/16
FY16/17

FY17/18

CAPEX to Deliver: \ FY12/13 I FY13/14
I Executive Committee Planning Meeting
1 July 2013

Strategic Review Project Business Case Part A
DMS 3684841
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A.10 RISK MANAGEMENT ASSESSMENT - OPPORTUNITY ONLY
Risk
Strategic
Inherent
Existing
Risk Theme
Risk Rating
Description
Controls
External influences develop
and promote strategies
Safety, Value &
without Horizon Power
participation resulting in sub- Community
optimal outcomes.
Project execution is
inefficient: resulting in
confidence of the Minister Reputation
being irreparably damaged.
Insufficient engagement with
key stakeholders significantly
damages relationships and Reputation
threatens Horizon Power's
strategic objective.
Lack of proper engagement
with Horizon Power
workforce creates significant Financial
disruption and loss of
productivity.

Residual
Risk Rating

High

Minister's monthly
meeting.
PUO engagement.

High

Extreme

Project Management
Methodology

Medium

High

Engagement with
PUO, Treasury, ERA
& other key
stakeholders.

Medium

High

MD Briefing, XCo
Meeting updates S
MCo.

Medium

Strategic Review Project
Business Case Part A
A.11 FINANCIAL EVALUATION - OPPORTUNITY ONLY (±50% ACCURACY)
Item
FY12/13
FY13/14
FY14/15
FY15/16
Capital Cash Flows
Capital - Bus Case Development Costs
Capital - Implementation Costs
+
+
+
+
Proceeds from Sale
Residual Value
+/♦/+/+/Operating Cash Flows
+
+
+
+
Revenue / Savings
Operating - Bus Case Development Costs
Operating - Implementation Costs
Operating - Post Imp / Ongoing Costs
+/+/+/*1Tax Effect on Operating Cash Flows
Net Cash Flows
1
Net Present Value:
1
Internal Rate of Return (IRR):
,
%|
Phase provide DMS Reference for Detailed Financial Evaluation and evidence of Planning & Funding approval

Strategic
Review Project Business Case Part A
QMS 3684841
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Treatment
Plan
Undertake
comprehensive
business review
engaging Minister's
office Build
credibility and
confidence with
Minister.

Target
Risk Rating
Medium

Medium
Increased focus on
communicating
program objectives
with key
stakeholders.

Low
Medium

HflRT/ON
POWER
FY17/18

Present Value of
Future Cash Flows

+
♦/-

+
+/-

+
+/-

+
+/-

+
■
+/-

FY16/17

♦

*1-
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A.12 PART A STAKEHOLDER REVIEWS
A.12.1 Standard Stakeholders (ALL Projects)
Impact
Date
Statement
Rec'd Outcome
Rec'd Y/N
By providing sign-off the stakeholder acknowledges they have been appropriately engaged and involved
in the development of this Business Case and their input has been adequately represented.
Henry Thong
Chief Financial Officer1
Y
17/06/13
Title

1

Name

Applies to all Projects

A.12.2 Non-Standard Stakeholders (varies by Project)
Title
By providing sign-off the stakeholder acknowledges they have been appropriately engaged and involved
in the development of this Business Case and their input has been adequately represented.
Mgr Contracts & Bus Coord2 Marc Beckx
N/A
3
Acting Mgr Asset & Works
Justin Murphy
N/A
Mgr Customer Service4
Greg Will
N/A
3
Mgr Pilbara
Brett Hovingh
N/A
Local Regional Manager3
Varies
N/A
Others'
(add/delete lines as req'd)
2
3 To be
To be
4
To be
5
6 To be
To be
1

engaged for any / all projects with an Engineering component or impact (including AMP projects).
engaged for any / all asset related projects.
engaged for any / all customer related projects.
engaged for any/all NWIS transmission, SCADA & Horizon Power Control Centre projects.
engaged for any/all projects within their area.
To be determined by Project Manager and engaged accordingly

A.13 PART A APPROVAL
Confirmation
n , D ..
Rec'd Y/N?
Date Reed
By providing approval the Project Sponsor accepts responsibility and accountability for all aspects of the
Business Case including benefits, costs, objectives and deliverables.
Project Sponsor
Frank Tudor
Yes
13/06/13
Approving Manager
Ben Hamilton
Yes
13/06/13
GM
Ben Hamilton
Yes
13/06/13
Title

K.
Name

END OF PART A

Strategic Review Project Business Case - Part A
DMS 3648481
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BACKGROUND
Established in 2006, Horizon Power generates, transmits, distributes and retails electricity to
just over 45,000 electricity customers in regional Western Australia, covering an area of 2.3
million square kilometres.
Horizon Power's costs to supply electricity to its tariff customers are around $250 million per
annum greater than the revenue it receives from those customers. This difference between
Horizon Power's costs and its revenue is subsidised by the State Government via the:
• Tariff Adjustment Payment (TAP), a subsidy paid from consolidated revenue; and
• Tariff Equilisation Fund (TEF) or the Tariff Equalisation Contribution (TEC)1. This is a
gazetted amount and is a charge levied on distribution customers connected to
Western Power's network. To sustain Horizon Power's current structure the TEF will
have to increase from $240 million per annum to $340 million per annum over the
next ten years.
Key reasons for Horizon Power's costs being so much greater than its revenue are:
• implementation by the State Government of a uniform tariff policy;
• the high costs naturally involved in supplying electricity to such a geographically
diverse customer base; and
• Horizon Power's cost base being excessive.
The level of subsidy provided to Horizon Power is not sustainable. Horizon Power is
reviewing its entire business to look at all possible ways to reduce the level of subsidy paid to
Horizon Power whilst not having a detrimental impact on the State's financial position, as
measured by Net State Debt and net operating balance. Horizon Power has been
challenged to reduce the subsidy it receives by $100 million per annum.
Horizon Power has set up a dedicated Strategic Review Program team to identify,
recommend and, if approved, implement changes to Horizon Power's business to
significantly reduce the subsidy Horizon Power receives.
The Part A phase of the Strategic Review Program identified a number of options to reduce
the subsidy Horizon Power receives. The phase included a study by The Boston Consulting
Group (BCG) to benchmark Horizon Power's overhead, retail and network costs.
If the options identified for further consideration in Part A are implemented as forecast then
the subsidy received by Horizon Power in the 2016/2017 financial year - being the final year
in the current forward estimates period - would achieve the $100 million reduction.
It is unreasonable to expect that all of the options wilt be implemented as forecast. Apart
from anything, the level of accuracy of the assessments at the Part A stage was not sufficient
to use the values as definitive figures.
Nevertheless, the options assessment supports BCG's conclusions, which were obtained
independently of the options' analysis, that Horizon Power may be able to reduce its
overhead, network and retail costs within a 2-year timeframe by between $63 million and $84
million per annum. Add to that the subsidy reduction forecasts from assessment of options in
the capital productivity, revenue, generation and NWIS areas and the target to reduce
1

The terms TEF and TEC tend to be used interchangeably.
Strategic Review Program - Business Case Part B
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Horizon Power's subsidy by $100 million per annum, whilst challenging, does appear
achievable.
Part B of the Strategic Review Program, if approved, will analyse in detail the various options
identified in Part A and develop various business cases that recommend the implementation
of the initiatives identified in order to reduce Horizon Power's costs whilst maintaining a safe
and reliable electricity supply to regional electricity users.

PART B.

EXPLORE THE OPTIONS

B.1 OPTIONS ASSESSMENT (+/- 30% ACCURACY)
B.1.2

Option 1: Minimal Commitment

The Strategic Review Program is targeting an aggressive reduction in the subsidy paid to
Horizon Power, with reductions around $100 million per annum being sought.
Options that impact on revenue, capital productivity and generation, in addition to the
overhead, retail and network areas that were covered by the BCG benchmark study will need
to be aggressively targeted and implemented if Horizon Power is to achieve such a
significant reduction in the subsidy it receives.
The Strategic Review Program will require a complete review of Horizon Power's business
strategy and operations, and will require significant change within the business if it is to be
successful.
As such, an option that requires a minimal commitment is not feasible.
B.1.3

Option 2: Transform Horizon Power

This is the recommended option.

Strategic Review Program - Business Case Part B
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SETTING THE SCENE- PART A OUTCOMES
PART A BENCHMARKING STUDY
The BCG benchmarking study benchmarked Horizon Power's overhead, retail and network
costs against comparable utilities in the United States of America. The benchmarking
indicates that Horizon Power's overheads are more than ten times those of the benchmarked
utilities, and Horizon Power's retail and network costs are more than double those of the
benchmarked utilities.
If Horizon Power's costs were comparable to those of the typical benchmarked utility then
Horizon Power's overhead, retail and network costs would, in total, be $103 million less than
current levels. This is illustrated in Figure 1.

-">4

7:--

C$-To3m)
Cost gap to reaching
mean of benchmarking
peer sample

0 4—

2012/2013
cost base

Production
(out of scope)

Cost base
in scope

Overhead gap

Retail gap

Network gap Benchmarking
group reference
point1
□ Production H Overheads 09 Retail O Network ■ Cost in scope

Figure 1: Horizon Power's Costs Compared to the Benchmarking Population
PART A WORKSHOPS
Part A of the Strategic Review Program included a number of workshops, facilitated by PwC,
involving key personnel within Horizon Power as well as the Executive Team. The
workshops identified and screened specific options with the potential to reduce the subsidy
paid to Horizon Power. Thirty-nine options were identified and then screened. The 21
options that were considered to have a medium-to-high impact and a medium-to-high chance
of being achievable were reviewed in greater detail during the Part A phase of the Program.
PART A END-STATE DESIGN PRINCIPLES
During Part A, a number of end-state principles were developed to guide the design and
implementation of options in transforming Horizon Power's business. The end-state
principles are shown in Figure 2.
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Government involvement to the extent necessary to provide efficient economic outcomes

Vision
Safe and
reliable
electricity

8 Design Principles
Remove barriers to
technical evolution

Capture scale

Simplicity

o Optimise cost of
compliance

Scaleability

o KRIs design for
cost outcomes

Low cost

Sustainable for
long term

Accountability driven
down as far as practical

Integration/
discrimination mechanism

Simple
KPI measure
(e.g. annual average
cost per household)

Empower
consumer choice

Figure 2: Horizon Power's End State Design Principles
STRATEGIC REVIEW PROGRAM PROJECTS
An outcome from Part A has been the identification of five distinct Projects, which are to be
reviewed in depth as part of Part B so that clear recommendations can be developed that will
transform Horizon Power's business and processes and in doing so reduce the subsidy
Horizon Power receives.
This Part B Business Case seeks approval to proceed with each of the Projects and to fund a
Project Management Office that manages the overall Strategic Review Program. The
Projects are:
1. Operating Model, aimed at reducing Horizon Power's overhead, retail and network
costs by changing Horizon Power's business processes;
2. Revenue, which will look at ways to increase Horizon Power's revenue and to better
match revenue with costs;
3. Capital Productivity, which will look at improving Horizon Power's use of its capital
assets:
4. Generation, which will focus on reducing Horizon Power's generation costs in its
isolated networks through the implementation of new technologies and a more
targeted approach to paying the subsidy Horizon Power receives; and
5. NWIS, which will focus on creating value by developing a rudimentary electricity
market in the North West Interconnected System (NWIS) before selling the NWIS
to a private owner.
Each Project is discussed in greater detail below.
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PART B - STRATEGIC REVIEW PROGRAM PROJECTS
OPERATING MODEL PROJECT
The Operating Model Project will focus on reducing Horizon Power's overhead, retail and
network costs to better align Horizon Power with the benchmarked utilities.
To be successful, the Operating Model Project will require significant structural change within
Horizon Power to simplify Horizon Power's processes and procedures and to divest
accountability and decision-making.
The core business processes to be addressed are;
Corporate
Strategic planning and budgeting
Reporting and management accounting
Procurement to pay
Information Technology systems
Value chain
Network and system capacity management
Maintenance planning and execution
Customer connection and disconnection
Meter reading to payment
Generation processes will not be part of the Operating Model Project.
Figure 3 shows the proposed structuring and timing of the Operating Model Project.
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- 5-6 weeks -

Zero based design
• Key processes review
• Overall HP sizing
• Tools/Capabilities

Business Case Part B
- 3-4 weeks Lay out pathway
to implement reorganisation
Define the new
organisational
structure
Define risks and
mitigation
strategies

Review key cost
buckets/items

IT review and alternative
set-ups analysis
(including US)

Develop
roadmaps to
achieve savings
Prepare tracking
by PMO

IT solution and organisation design

- 5-6 weeks
Overheads
reorganisation

Track cost initiatives
(PMO)

IT solution planning and
initial implementation

Figure 3; Proposed Structuring and Phasing of the Operating Model Project
REVENUE PROJECT
The Revenue Project will propose a revised tariff structure and associated revenue forecast
consistent with Horizon Power's end-state principles in Figure 2. This will involve developing
a detailed tariff plan, with recommendations that covers:
(a)

the way each proposed tariff will reduce the subsidy Horizon Power receives;

(b)

dependencies between variables, especially how the proposed tariffs are linked to
costs;

(c)

a risk assessment; and

(d)

an implementation plan and communications protocol.

Key issues include;
• strictly applying existing tariff caps in accordance with the Small Use Code2 as a way
to increase Horizon Power's revenue;
• changing the tariff structure as a mechanism to reduce Horizon Power's capacity
costs and to increase Horizon Power's proportion of fixed revenue; and
• more closely aligning Horizon Power's revenues with its costs by changing the tariff
structure and so reduce Horizon Power's risks to emerging trends in distributed
generation.
Key elements of the Revenue Project will be to:
• ensure price signals and cost drivers are aligned;
2

Code of Conduct for the Supply of Electricity to Small Use Customers 2012, published in Government Gazette
No. 205, dated 9 November 2012.
Strategic Review Program - Business Case Part B
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simplify tariff product management;
review subsidy design in conjunction with price design to drive behaviour change;
develop network access pricing and network access arrangements;
review the customer contributions methodology (and standard Connection
Agreement); and
engage with customers.

Strategic Review Program - Business Case Part B
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CAPITAL PRODUCTIVITY PROJECT
The Capital Productivity Project will focus on improving Horizon Power's use of capital. The
scope will involve optimising the process for capital project selection and delivery, from the
initial input of demand forecasts to final handover of the capital project. It will include a
review of Horizon Power's:
• capital project delivery services, including:
o outsourcing the Engineering and Projects Division;
o maintaining engineering capabilities within Horizon Power; and
o the way customer funded works are determined and managed;
• network and generation planning criteria, particularly focusing on reliability standards;
• asset management framework, including possible introduction of a risk adjusted value
asset management planning framework;
• non-core assets, such as land and unused pipelines, with the intention of selling any
unused assets;
• potential to sell or outsource the management and operation of Horizon Power's
generation fleet; and
• review Horizon Power's current capital program.

Strategic Review Program - Business Case Part B
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GENERATION PROJECT
The Generation Project will:

(a) produce and recommend a blueprint for islanded electricity systems to identify the
economically most efficient method of supplying electricity to regional consumers; and
(b) review the existing generation capacity acquisition and management process in order
to reduce the cost of electricity generation.
The Generation Project will include a detailed plan for Horizon Power's transition to the
recommended end-state.
The Generation Project will review system design, including the consideration of physical and
commercial factors. It will assess existing generation capacity acquisition processes by
reviewing and recommending changes to:
• the planning process;
• operations;
• fuel, transport and electricity procurement philosophy: and
• the contract principles required to allow implementation of each chosen electricity
supply option.
There are three possible supply options available to isolated systems. They are:
1. Stand alone, where each property has its own generation and is not connected to a
network - this blueprint may be optimised by selective application to low density parts
of networks such as the rural part of the Esperance network
2. Network Light, in which batteries and/or photovoltaics are used to meet peak
demand, and to help reduce fuel costs by decreasing the amount of time conventional
generation is operating.
3. Full Network, where generation is centralised and properties receive their electricity
via a traditional electricity system at industry best practise
Each isolated system will be separately assessed to determine which supply option is
optimum for that system. The work will also apply aspects from the Revenue project to
ensure tariff and subsidy structures are applied to support the possible supply options.
Proposed solutions for the generation of electricity to islanded electricity systems will be
designed so they are flexible enough to respond to changing trends in energy delivery.

Strategic Review Program - Business Case Part B
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NWIS PROJECT
The NWIS Project will seek to create and capture value within the NWIS prior to a decision to
either sell the NWIS as a stand-alone business or retain it within Horizon Power.
The NWIS Project will consider the development and introduction of;
• a third party network access regime for the Pilbara transmission network assets,
including the NWIS as well as transmission assets owned by private companies, such
as BHP Billiton and Rio Tinto; and
• a rudimentary electricity market in the Pilbara in which all organisations with
generation connected to a transmission network that is connected in some way to the
NWIS are obliged to bid their generation into a pool for end-users to buy.
These two initiatives will primarily have to be driven by the State Government. Horizon
Power nevertheless will need to be pro-active in demonstrating the benefits of the initiatives
and can be expected to play a key role in the development of both an open access network
regime and electricity market.
The NWIS Project will also prepare a fully developed business case recommending either
the NWIS be sold or retained once an electricity market structure in the Pilbara is in place.
This part of the NWIS Project will include consideration of the subsidy structures to be
provided to a new owner if the NWIS is sold.
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STRATEGIC REVIEW PROGRAM MANAGEMENT
A Program Management Office (PMO) will ensure the Strategic Review Program is coordinated and governed and that initiatives are implemented. Specifically, The PMO will be
responsible to:
• manage the Strategic Review Program's governance, including to ensure the
Steering Committee is fully informed and appropriate approvals are obtained before
the various initiatives are implemented;
• drive the Strategic Review Program and manage resulting organisational changes;
• co-ordinate work across Project teams and senior management:
• manage internal and external communications;
• consolidate workplans and targets and monitor Strategic Review Program initiatives;
• track and report progress against an agreed baseline;
• manage communications;
• ensure business cases are aligned with Finance Division requirements;
• ensure Human Resources policies are aligned with Strategic Review Program
initiatives; and
• ensure Strategic Review Program initiatives comply with any legal obligations.
The PMO is a pro-active team that will drive the Strategic Review Program to the desired
outcomes. The PMO's organisation and methods are designed to ensure:
• clear accountability within the Strategic Review Program with explicit roles and
processes defined up-front;
• a focus on delivering the full economic impact of the Strategic Review Program on
schedule;
• consistent monitoring and tracking with standardised exceptions-based reporting;
• rigour testing to ensure effective reporting with clear transparency; and
• use of a road-mapping process to provide early warning signals if an initiative within
one of the Projects is going off-track.

STRATEGIC REVIEW PROGRAM COMMUNICATIONS
A Communications Strategy had been developed and approved by the Steering Committee.
The Communications Strategy is designed to ensure all stakeholders - and in particular,
Horizon Power's employees - are informed about the Strategic Review Program to ensure
they are fully engaged in, and supportive of, the process whilst ensuring Horizon Power's
day-to-day business operations are not compromised.
Strategic Review Program - Business Case Part B
DIMS#
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STRATEGIC REVIEW PROGRAM TIMETABLE
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Figure 4 shows the proposed timeframe for design and, subject to receiving the necessary
approvals, implementation of each Project.
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Figure 4; Timeline for the Part B Projects
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Figure 5 shows key dates associated with Part B reporting and approvals.
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Figure 5: Key Dates During Part B
The Operating Model Project is expected to be the first of the Projects where initiatives will
be implemented, with the retail and networks operating business designed and the
organisation's overhead functions implemented by the end of 2013.
Other aspects of the Strategic Review Program are expected to take longer to implement.
For example, introduction of a rudimentary electricity market and third-party network access
regime in the Pilbara, if approved, could take two to three years to implement. Nevertheless,
recommendations associated with each initiative within the various Projects will be in place
by the first quarter of the 2014 calendar year, which will conclude Part B of the Strategic
Review Program.
This Part B business case requests the funding needed to produce detailed
recommendations designed to achieve the program's objectives. Implementation of
the recommendations, including detailed costing, will be the subject of future Part C
business cases; with the Operating Model project being imminent.
TARGETED SAVINGS
The Strategic Review Program is targeting a reduction by the end of the forward estimates
period (that is, in the 2016/17 year) of $100 million in the subsidy Horizon Power receives.
The subsidy reductions are to be clearly measured against a baseline and will be signed off
by the Strategic Review Program Manager before being accepted as having been achieved.
The savings currently expected from work undertaken in Part A of the Strategy Review
Project are only preliminary. They will be more clearly identified and firmed up as Part B
proceeds. However, the anticipated benefits from the Strategy Review Project are
summarised in Figure 6.
Strategic Review Program - Business Case Part B
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Net cash Increase in Change in
flow
State Debt
NOB
(20 yr PV) (5 yr hi/lo) (20 yr PV)

All amounts are in $m
Change In
TEF
Change in
(4 yr sum TEF in 2017
nominal) (nominal)

Operating Model Options

$490.1

-$52.5

-$36.3

-$230.3

-$69.1

Capital Productivity Options

$363.6

-$180.9

$115.4

-$43.3

-$14.9

Revenue Options

$363.0

-$3.4

$16.1

-$47.0

-$15.8

Generation Options

$42.4

$0.9

-$0.6

$1.4

-$0.3

NWIS

$357.0

-$291.1

$253.9

-$32.6

-$15.3

Total All Options

$1,616.2

-$527.1

$348.5

-$351.8

-$115.4

Figure 6: Estimated Savings from the Strategic Review Program
If the options are implemented as currently intended and costed, then Horizon Power will be
successful in the goal to reduce the subsidy by $100 million in the 2016/17 financial year.
Other shorter-term targets focused on each specific initiative will be developed as part of the
approvals process before each initiative is implemented. The Steering Committee will be
advised of these targets as approval for each initiative is sought.
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B.2 REVISED PROJECT DEFINITION STATEMENT
Undertake a detailed review of the options identified in Part A of the Strategic Review
Program as having the greatest chance of success and, as a result, recommend changes to
Horizon Power's business and processes that will maximise value to the State whilst
targeting a $100 million reduction in the subsidy Horizon Power receives in the 2016/2017
year.
B.3 RISK MANAGEMENT APPRAISAL
The Strategic Review Program is targeting a risk level not exceeding Medium. The treatment
plans listed within the following tables result in the high and extreme risks identified having a
residual risk of Medium. The full costs of managing these risks according to the table below
is included in the phase two project costs.
RISK1
Program execution is inefficient, resulting in the Minister's confidence being irreparably
damaged.
Inherent risk rating

Extreme

Treatment plan

Involve the Minister's office in the Strategic Review Program.
Obtain structured feedback from the Minister's office.
Schedule a presentation to the Minister at key milestones.
Fully resource the PMO to ensure standard project methodologies
are followed.
Prepare regular updates to the Steering Committee.
Maintain clear and open communications within Horizon Power.
Implement an incentive scheme for consultants and employees
engaged on Part B of the Strategic Review Program to ensure the
process is outcomes focused.
Implement a comprehensive road-map methodology for each
initiative to clearly and concisely assess progress.

Target risk rating

Medium

RISK 2
Costs and benefits of options are incorrectly forecast.
Inherent risk rating

Extreme

Treatment plan

Ensure more than one person assesses key assumptions.
Ensure options recommended for implementation are not marginal
or problematic.
Utilise a rigorous approvals process for each recommended
initiative, including various sensitivities analysis.

Target risk rating

Medium

Strategic Review Program - Business Case Part B
DMS #
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RISK 3
Employees become anxious when hearing rumours surrounding the project, causing significant
disruption and loss of productivity.
Inherent risk rating

High

Treatment plan

Work swiftly to re-design the organisation and implement change.
Keep employees informed about the Strategic Review Program
with clear and open communications.
Involve the Human Resources and Communications teams to
provide support and advice to employees.
Encourage employees to discuss their concerns with their
Manager or General Manager.
Engage career advisors and counsellors.

Target risk rating

Medium

RISK 4
External influences develop and promote strategies without Horizon Power's participation,
resulting in sub-optimal outcomes.
Inherent risk rating

High

Treatment plan

Develop a clear plan and timetable to implement changes to
Horizon Power's business and processes.
Brief the Minister on a regular basis.
Involve the Minister's office in the Strategic Review Project and
obtain feedback from the Minister's office.
Engage the Public Utilities Office in the Strategic Review Project.
Brief Treasury and the ERA at quarterly meetings.

Target risk rating

Medium

Strategic Review Program - Business Case Part B
DMS #
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B.4 INVESTMENT APPRAISAL
The Strategic Review Program is targeting a $100 million reduction in the annual subsidy
Horizon Power receives. Assuming a 6.27% nominal pre-tax weighted average cost of
capital and 2.5% CPI, then over a 20-year period the present value benefit of the subsidy
reduction is $1.3 billion. A number of costs will be incurred to achieve the subsidy reduction,
with the net present value of the Strategy Review Program to be well in excess of $1.0
billion.
Part B Funding
Funding of $11.12 million is being requested to undertake Part B of the Strategic Review
Program, which is forecast to be spent as shown in the table below;
Sub-total
$2,380,000
$4,270,000
$250,000
$1,240,000
$370,000
$300,000
$8,810,000
$66,000

Employees
$450,000
$410,000
$80,000
$150,000
$50,000
$50,000
$1,190,000

Individual
Consultants
$140,000
$90,000
$190,000
$470,000
$80,000
$150,000
$1,120,000

Program Management Office
Operating Model
Revenue
Capital Productivity
Generation
NWIS
Total
Capital
Notes;
Included in the above totals is $887,900 of contingency
"Sub-total" includes the cost of large consultancies, such as BCG and PwC
"Seconded Employees" are employees that are seconded to the Program
Some employees will be working on the Program but will continue to be paid by their Business Unit
The "Individual Consultants" column is the cost of consultants engaged as individuals

Total
$2,970,000
$4,770,000
$520,000
$1,860,000
$500,000
$500,000
$11,120,000
$66,000

At Risk Retention Scheme
An At Risk retention scheme is proposed that links remuneration of key personnel and
consultants - including BCG - to the success of Part B. An amount of $2.73 million will be at
risk depending on the Strategic Review Program's success in achieving the following
milestones:
Fund the Journey: Horizon Power achieves between $10 and $20 million in
operational costs savings committed before 31 December 2013.
Operational Review: Agreed initiatives planned to deliver between $55 and $85
million per annum profit improvement from operational cost savings before 31
January 2014.
Subsidy Reduction: Agreed initiatives planned to deliver between $75 and $125
million per annum reduction in Horizon Power's subsidy requirement in 2018
(measured in 2018 dollars) before 31 March 2014.
Note that BCG's targets do not include the final milestone.

Strategic Review Program - Business Case Part B
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B.5 RECOMMENDATION
It is recommended the Steering Committee approve the detailed review of the Strategic
Review Program detailed in this Part B Business Case which, when implemented, will
transform Horizon Power's business and processes and provide a targeted reduction of $100
million in the annual subsidy received by Horizon Power. The specific work required is:
A. Undertaking five specific Projects, being:
• Operational Model Project
• Revenue Project
• Capital Productivity Project
• Generation Project
• NWIS Project
B. Setting up a Program Management Office to support and oversee implementation of
the Strategic Review Program.
It is also recommended the Steering Committee approves:
C. funding of $11.12 million to undertake Part B of the Strategic Review Program; and
D. implementation of an At Risk retention scheme, valued at $2.73 million, which is
included within the $11.12 million additional funding.

Strategic Review Program - Business Case Part B
DIMS#

Page 20 of 23

63

Committee

Strategy Review Program
POWER

Business Case Part B

B.6 SCHEDULE / TIMING - RECOMMENDED OPTION ONLY
Milestone
Gate 2: Part A Options Assessment and Selection
Gate 3: Part B Define & Approve
Gate 4: Design & Deliver
Gate 5: Evaluate & Close
Phase 6: Realise
1. See the Strategic Review Program Timetable on Page 13.
B.7

Target Date
Complete
31 Mar 2014
Various1
Various1
Various1

FUNDING TO DATE

Previously Approved Capital Expenditure (approved in Part A Bus Case)
Previously Approved Operating Expenditure (approved in Part A Bus Case)
B.8

FUNDING REQUIRED - NEXT PHASE COMPLETION COSTS ONLY

B.8.1

Funding Type

Operating Expenditure (for Part B completion only)
Capital Expenditure (for Part B completion only)
B.8.2

B.8.3

$11,120,000
$66,000

Funding Source - Capital Expenditure
Existing Debt
Royalties for Regions

Additional Debt
Customer Funded

■
Funding Source - Operating Expenditure

From Existing Budget

Strategic Review Program - Business Case Part B
DMS #
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B.9 NEXT STEPS
The five Project teams are in the process of finalising their specific plans and will then start
work on Project implementation.
B.9.1

Progress

A team of Horizon Power personnel and consultants, including approximately ten consultants
from BCG, has set up a Strategic Review Program office. The team has started to engage
with personnel in the business in order to understand the processes and procedures
currently being undertaken within Horizon Power and to develop Human Resources and
communications plans.
Some changes have already been implemented, including reducing the size of the Executive
Committee and terminating a majority of contractors that had been working within Horizon
Power.
B.9.2

Outlook for Part B

The outlook for the success of Part B is positive. The Minister for Energy, the Minister's
office, the Board and the Executive Committee have all been briefed on the Strategic Review
Program, have provided the required approvals to date and are fully engaged to ensure
success of the Strategic Review Program.
B.10 DECISION REQUIRED
Decision for Business Case: Request approval of Business Case Part B - Strategic Review Program
Decision for Part B Funding: Request approval of funding to complete Part B as below
OPEX to complete Ph3: FY13/14
FY14/15
FY15/16
FY16/17 i FY17/18
FY18/19
$11.12 m
FY16/17
CAPEX to complete Ph3: FY13/14 I FY14/15 ! FY15/16
FY17/18
FY18/19
$66,000
$0
$0
$0
$0
$0
Executive Committee Meeting
Decision Forum:
Presentation Date:
17 October 2013
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PART B-APPENDIX
B.13 FINANCIAL IMPACT STATEMENT
FY13/14

Account

FY14/15

FY15/16

FY16/17

+
+
+
+
Revenue
Costs
-11.12m
+
+
+
+
Savings
Incremental Costs
Depreciation
Profit & Loss on Sale
+/+/+/+/Asset write-offs
Earnings Before Interest and Tax
-11.12 m
(EBIT)
Please provide DMS Reference for Detailed Financial Impact Statement and evidence of Planning & Funding approval
B.14 PART B - STAKEHOLDER REVIEWS
B.14.1 Standard Stakeholders
Due to the sensitive and confidential nature of the Strategy Review Project, the PMO has
developed this Part B Business Case without involvement of personnel within Horizon
Power.
B.15 PART B APPROVAL
Confirmation Rec'd
Date Rec'd
Y/N?
By providing approval the Project Sponsor accepts responsibility and accountability for all aspects of the
Business Case including benefits, costs, objectives and deliverables.
Project Sponsor
Frank Tudor
Approving Manager
Ben Hamilton
GM
Ben Hamilton
Title

Name

END OF PART B

Strategic Review Program - Business Case Part B
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C.1

BACKGROUND

This Part C Business Case seeks approval for $6,600 million to fund Phase Two of
the Strategic Review Program. This will pay for up to 60.5 redundancies in the
Regions and fund the Strategic Review Office through to June 2016 and so enable
the continued management and monitoring of implementation of the Strategic
Review Program Roadmaps.
C.1.1 Previous Approvals
In June 2013, Horizon Power embarked on the Strategic Review Program. The
program aims to reduce Horizon Power's subsidy from the State Government by
$100 million per annum by 2018.
Part A of the Strategic Review Program benchmarked Horizon Power's overhead,
retail and network costs against a number of comparable utilities in the United States
of America and identified potential Initiatives to reduce the subsidy.
Part B of the Strategic Review Program involved re-designing Horizon Power's
business processes and organisational structure. Boston Consulting Group (BCG)
was engaged to support Horizon Power in the task. BCG introduced to Horizon
Power the concept of Roadmaps. The Part B Business Case also included approval
to commence work on a number of specific projects, such as outsourcing of the
Engineering & Projects Division (project Skyline) and various revenue and capital
productivity initiatives.
A Part C Business Case approved the implementation of what was termed Phase
One of Horizon Power's business restructure and was focused on restructuring the
overhead and retail areas.
Table 1 summarises the approvals obtained by the Strategic Review Program to the
end of July 2014.
Amounts are in $m
Part A
Part B
Part C Phase 1
Other Project Specific Approvals
Midwest Supply Project
Part A
Part B
Revenue Project
Part B
Sub-total Other Projects
Total Approvals

Approval
$0,600
$11,675
$26,000

$1,682
$0,384
$1,350
$3,416
$41,691

Table 1: Strategic Review Program Budget Approvals to Date
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C.2 SCOPE
C.2.1 Regional Restructure
Part B of the Strategic Review Program included a detailed review of the operating
practices of the four Regional business units - being Kimberley, Midwest, Esperance
and North West Interconnected System (NWIS).
The review identified that a Regional Restructure, involving changed work practices
and procedures and a restructure of the Regional business units, will result in up to
60.5 positions being removed from the Regions without detrimental impacts on safety
or service levels.
The proposed timing and location of the positions that can be removed is shown in
Table 2.
2013/14
Kimberley
Midwest
Esperance
NWIS Operations
NWIS Commercial
Total

4.0
4.0

2014/15
6.5
10.0
7.0
6.0
5.0
34.5

2015/16
7.0
1.0
4.0
10.0
22.0

Total
13.5
11.0
11.0
20.0
5.0
60.5

Table 2: Target Regional Position reductions
The figures in Table 2 do not include;
•

14 additional positions in the Regions that will be removed if an Advanced
Meter Infrastructure initiative is implemented;

•

11.5 additional positions in the Regions that will be removed if the Core
Systems Review initiative is implemented; and

•

16 additional positions in the NWIS that will be removed if the Karratha
Control Centre and SCADA system is restructured.

Separate Business Cases are being prepared for each of these initiatives.
The Appendix provides an overview of all Regional position reductions.
This Business Case seeks approval to remove the 60.5 positions shown in Table 2 at
an estimated cost of $5,927 million to pay redundancies .

1
The estimated redundancy cost was determined from a base redundancy cost of $90,000 per person,
being the average cost of redundancies paid to (predominantly Bentley based personnel) to date, plus
an amount for allowances. The amount for allowances varies by Region, but as a weighted average will
be approximately $14,300 per person.
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There are four positions in the NWIS that will be removed in 2013/14 that do not
involve making redundancy payments. It is assumed that all other position
reductions will require redundancy payments.
By removing the 60.5 Regional positions there is expected to be annual savings of
$15.6 million in 2014/15 dollars, of which approximately 75% is in reduced salary and
allowances costs.
Allowing for the up-front redundancy costs and funding of the Strategic Review Office
(see below), the proposed Regional Restructure improves Horizon Power's net cash
flow by a net present value of $200 million.
C.2.2 Continued Funding of the Strategic Review Office
The Part C Phase One Business Case approved funding for the Strategic Review
Office until the end of June 2014. Approximately $140,000 is remaining from the
Business Case approval allocated to fund the Strategic Review Office. It is proposed
not to utilise these funds. Instead:
• this Business Case seeks approval to fund the Strategic Review Office to July
2016 at a cost of $306,000 per year in 2014/15 dollars; and
• a review currently being undertaken will identify Part B and Part C Strategic
Review Program approved funds that will not now be required and can be
used elsewhere in Horizon Power. A report on this issue will be presented to
the Strategic Review Program Steering Committee in due course.
The Strategic Review Office provides advice and management support for 38
Strategic Review Program projects. The projects have already achieved a $37.3
million reduction in the subsidy Horizon Power receives from the State Government,
but there is more than $115 million still to be realised in the next three years.
The Strategic Review Office:
• monitors and reports on the Strategic Review Program;
• provides a governance role for the Program; and
• seeks funding approvals for the majority of projects, being those projects that
do not prepare their own Project Status Report.
Annual costs required to maintain the Strategic Review Office are forecast to be;

Project Governance and Support

2014/15 dollars
$120,000

Project Support and Administration

$75,000

Consulting as required

$75,000

Office space and IT allocation

$36,000

Total per annum

$306,000
Page 4 of 10
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The total cost to maintain the Strategic Review Office for the next two years is
estimated to be $620,000 in dollars of the day.
C.3 DEFINE SUCCESS
Success of the initiatives being implemented as part of the Strategic Review Program
is measured by assessing a number of key metrics. The metrics as they apply in this
Business Case are:
Change in EBIT

For year ending 30 Jun 2017

$4.9 m

Change in Subsidy

For year ending 30 Jun 2018

-$11.7 m

Change in Horizon Power
Net Cash Flow

20 year present value

$199.5 m

Change in Net State Debt

Greatest annual value between
year ending
30 Jun 2015 and 30 Jun 2018

-$22.3 m

Change in Government
20 year present value
$58.2 m
Net Operating Balance
Notes:
Desired outcomes are to have a:
• positive value for the change in EBIT;
• negative value for the change in Subsidy;
• positive value for the change in Net Cash Flow.
• negative value for the change in Net State Debt; and
• positive value for the change in Net Operating Balance.
Present values are determined as at 1 Jan 2015 over a 20-year period with a 6.27% nominal pretax weighted average cost of capital. Cash flows are assumed to occur on 1 Jan in each financial
year.
The change in EBIT is reported for the year ending 30 June 2017 since that is the first full year
where there are no redundancies and so EBIT in that year indicates the contribution made to
reducing the on-going costs of the business.
The change in subsidy is reported for the year ending 30 June 2018 because that is the target year
defined in the Part C Phase One Business Case.

C.4

FINAL INVESTMENT APPRAISAL (±10% ACCURACY)

Capital
NPAT Impact (2014/15)

Cost to Deliver
(+/-10%)
$0.0 m
-$0,6 m
Page 5 of 10
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$1.7 m
$3.5 m
$48.8 m
C.5

SCHEDULE/TIMING

1 Sep 2013
17 Oct 2013
30 Sep 2014
30 Jun 2016
30 Sep 2016
31 Dec 2016
C.6 PROJECT GOVERNANCE
In addition to Horizon Power's governance systems, governance of the Regional
Restructure will be monitored and coordinated by the Strategic Review Office. The
Strategic Review Office will ensure the Regional Restructure is implemented as
planned and will:
• manage governance activities, including consulting with the Steering
Committee and keeping the Steering Committee fully informed of the
Regional Restructure;
• coordinate work across Business Units;
• ensure internal and external communications are coordinated;
• consolidate workplans and targets;
• track and report progress against the agreed baseline;
• ensure revised budgets are fully developed;
• ensure business risks during the transition are identified and managed;
• ensure the full economic impact of the business restructure is delivered on
schedule: and
• provide early warning signals if any of the proposed processes is not
proceeding to schedule.
Page 6 of 10
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C.7 STRATEGIC ALLIANCES / PARTNERSHIPS
None.
C.8 INDEPENDENT ASSESSMENT
No one has specifically been appointed to undertake an independent review of this
Business Case because:
• the relevant General Managers and Business Unit managers have formally
agreed to the proposals underpinning this Business Case via a rigorous
testing process undertaken during Part B of the Strategic Review Program;
• a detailed benchmarking study, undertaken in Part A of the Strategic Review
Program by the Boston Consulting Group, identified various targets that have
been used to assess the rigour of the proposed Regional Restructure; and
• The Board and Executive have supported the Strategic Review Program from
its inception, ensuring the Strategic Review Office has been, and remains,
accountable for its success.
C.9 FUNDING TO DATE
Refer to Table 1 on page 2.
C.10 FUNDING REQUIRED - NEXT PHASE COMPLETION COSTS ONLY
C.10.1 Funding Required
Capital Expenditure (to deliver / implement)
Operating Expenditure (to deliver / implement)

$0.0 m
$6,600 m

C.10.2 Funding Source - Capital Expenditure
Existing Debt
Royalties for Regions

Additional Debt
Customer Funded

r
C.10.3 Funding Source - Operating Expenditure
X

From Existing Budget

m

Equity Injection
AMP

Incremental Funding Required

C.11 NEXT STEPS
Once the Regional Restructure has been approved, the initial phase of the
restructure will be announced and employees affected by the first set of
redundancies will be given redundancy notices.

Page 7 of 10
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C.12 DECISION REQUIRED

Decision for Business Case; Approve the Regional Restructure and funding of the Strategic Review
Office as detailed in this Part C Business Case
Decision for Cost to Deliver; Request approval of TOTAL cost to deliver +/-10% as below
OPEX to Deliver: FY14/15
FY15/16
FY16/17
FY17/18
FY18/19 • FY19/20
| $3,889 m $2,771 m
CAP EX to Deliver: FY14/15
FY15/16
FY16/17
FY17/18
FY18/19
FY19/20
Decision Forum:
Presentation Date:

Executive Committee Planning Meeting
8 September 2014

C.13 RISKS ASSESSMENT
Each Regional business unit has undertaken a risks assessment as part of the
Roadmap rigour test, which identified risks and proposed mitigation plans. The risk
assessments underpin the Roadmaps, which are the basis for the proposals in this
Business Case.
C.14 FINANCIAL EVALUATION (±10% ACCURACY)
Year ending 30 June
CPI escalator
Year ending 30 June
COSTS
Strategic Review Office
Redundancy
Rounding
Total costs

2017
$0,620
$5,927
$0.053
$6,600

$0,306
$3,551
$0.031
$3,889

$0,314
$2,378
$0.022
$2,711

$0,000

NET CASH FLOW

$3,027

-$7,992

-$16,347

-$16,758

-$17,174

Discount factor
Present value of cash flow
Not present value at 6.27%

1.0000
$3,027
-$199.5 m

0.9410
-$7,520

0.8855
-$14,475

0.8332
-$13,961

0.7841
-$13,466

$0.000
$0,000

Notes
Amounts are in $m of the day
Discount rate is 6.27%, being a nominal WACC. Cash flows are discounted to 1 Jan 2015
Cash flows from 2020 to 2033 are not shown
Cash flows are assumed to occur in the middle of the year
Positive cost means costs have increased, negative cost means costs have reduced
Page 8 of 10
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C.15 FINANCIAL IMPACT STATEMENT (±10% ACCURACY)
Impact on Horizon Power Accounts ($m nominal)
Year No.
Year ending 30 June (with cash flows in middle of year)
Assessment period? (1 = yes)
Discount factor (nominal WACC, as at 1 Jan 2015)
Interest rate on borrowings
Customer and other non-Govt revenue
TEC revenue
CSO revenue
Total Revenue
Fuel and electricity purchases
Gross margin
Operating expenditure
EBITDA
Depreciation and amortisations
EBIT
Interest (earned is -ve. paid is +ve)
Profit/Loss before Tax
Tax
NPAT
Dividend paid to Government (not lagged)
Net profit after tax and dividends

12
2016
2015
1
1
0.9410
1.0000
5.74%
5.50%
$0,000
$0,000
-$5,594
$2,119
$0,000
$0,000
-$5,594
$2,119
$0,000
$0,000
-$5,594
$2,119
-$7,992
$3,027
-$0,908
$2,398
$0,000
$0,000
$2,398
-$0,908
$0,036
$0,000
$2,361
-$0,908
-$0,272
$0,708
$1,653
-$0,636
$1,074
-$0,413
$0,578
-$0,222

20173
1
0.8855
5.94%
$0,000
-$11,443
$0,000
-$11,443
$0,000
-$11,443
-$16,347
$4,904
$0,000
$4,904
-$0,085
$4,989
$1,497
$3,492
$2,270
$1,222

2018
1
0.8332
6.10%
$0,000
-$11,729
$0,000
-$11,729
$0,000
-$11,729
-$16,756
$5,027
$0,000
$5,027
-$0,235
$5,261
$1,578
$3,683
$2,394
$1,289

2019
1
0.7841
6.24%
$0,000
-$12,022
$0,000
-$12,022
$0,000
-$12,022
-$17,174
$5,152
$0,000
$5,152
-$0,328
$5,481
$1,644
$3,836
$2,494
$1,343

C.16 PART C - STAKEHOLDER REVIEWS
Stakeholders have undertaken formal sign-off of the Regional Restructure proposals
as part of the Roadmap process.
The Manager Human Resources provided advice on the cost of redundancies, which
includes Regional allowances that vary by Region.
C.17 PART C APPROVAL
Title

Name

Confirmation Rec'd
Y/N?

Date Rec'd

By providing approval the Project Sponsor accepts responsibility and accountability for all aspects of the
Business Case including benefits, costs, objectives and deliverables.
Frank Tudor
Project Sponsor
Garry Dack
Approving Manager
Ben Hamilton
GM
END OF PART C
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APPENDIX

Overview of Target Regional Position Reductions
«SRP Part C Phase 2 Analysis - Sep 2014 - updated.xlsx» 17 Sep 2014
Position reductions will occur or ha\c occurred ir Kimberley
System and Commercial
15.0
Generation
3.0
Commercial or Pole Inspections
7.0
HPCC / SCADA
Total
25.0

Midwest Esperance
5.0
12.0
10.0
0.0
3.0
7.0

Timing of position reductions
Already achieved
Position increases in 2013/14
Position reductions in 2013/14
Position reductions still to occur in
2013/14
2014/15
2015/16
Sub-total future position reductions
Net position reductions

Kimberley

Future position reductions by Business Case
Core Systems Review
HPCC / SCADA
Advanced Meter Infrastructure
Strategic Review Program Part C Phase 2
Sub-total
Net position reductions already occurred
Total

Kimberley
6.5

19.0

NWIS
27.0
0.0
4.5
17.0
48.5

Total
59.0
13.0
21.5
17.0
110.5

Midwest Esperance

NWIS

Total

18.0

2.0
2.0

2.0
6.0

2.0
5.0

5.0
6,5

11.0
19.5

13.0
12.0
25.0
25.0

11.0
3.0
14.0
18.0

9.0
7.0
16.0
19.0

4.0
29.0
14.0
47.0
48.5

4.0
62.0
36.0
102.0
110.5

NWIS
2.0
16.0
5.0
24.0
47.0
1.5
48.5

Total
11.5
16.0
14.0
60,5
102,0
8.5
110.5

4.0
14.5
25.0
0.0
25.0

Midwest Esperance
1.0
2.0
2.0
11.0
14.0
4.0
18.0

3.0
11.0
16.0
3.0
19.0
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TRANSCRIPT OF HEARING ON 12 OCTOBER 2015
STANDING COMMITTEE ON ESTIMATES AND
FINANCIAL OPERATIONS

2013–14 AGENCY ANNUAL REPORT HEARINGS

TRANSCRIPT OF EVIDENCE
TAKEN AT PERTH
MONDAY, 12 OCTOBER 2015

SESSION ONE

Members
Hon Ken Travers (Chair)
Hon Peter Katsambanis (Deputy Chair)
Hon Liz Behjat
Hon Alanna Clohesy
Hon Rick Mazza
__________
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Hearing commenced at 3.41 pm
Hon PETER COLLIER
Minister for Education representing the Minister for Energy, examined:
Mr FRANK TUDOR
Managing Director-elect, Horizon Power, sworn and examined:
Mr DAVID TOVEY
Company Secretary, General Manager, Corporate Services, Horizon Power,
sworn and examined:
Mr MICHAEL HOULAHAN
Manager, Finance, Horizon Power, sworn and examined:

The CHAIR: On behalf of the committee, I would like to welcome you to the
meeting. Before we begin, I must ask you to take either the oath or the affirmation.
[Witnesses took the oath.]
The CHAIR: You will have signed a document entitled “Information for Witnesses”.
Have you read and understood that document?
The Witnesses: Yes.
The CHAIR: These proceedings are being recorded by Hansard. A transcript of the
evidence will be provided to you. To assist the committee and Hansard please quote
the full title of any document you refer to during the course of this hearing for the
record. Please be aware of the microphones and try to talk into them. Ensure that you
do not cover them with papers or make noise near them, and please try to speak in
turn. I remind you that your transcript will become a matter for the public record. If for
some reason you wish to make a confidential statement during today’s proceedings,
you should request that the evidence be taken in closed session. If the committee
grants your request, any public and media in attendance will be excluded from the
hearing. Please note that until such time as the transcript of your public evidence is
finalised, it should not be made public. I advise you that the publication or disclosure
of the uncorrected transcript of evidence may constitute a contempt of Parliament and
may mean that the material published or disclosed is not subject to parliamentary
privilege.
Obviously, the purpose of today’s hearing is to follow up on some issues that arose out
of some hearings that we had back in November 2014. A range of documents and
questions were taken on notice, including the provision of a couple of documents that
the minister asked the committee to keep confidential and be received as in camera
evidence. Obviously the committee, in considering that, wanted to have further advice
and to seek a discussion with the agency and through you, minister, the minister that
you represent. I think it is probably fair to say that the committee wants further
explanation of the damage or the harm that would be done by releasing it. Obviously
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today’s hearing is in public, but we have the option of going into private should that be
required at any point. My intention, though, is to go through each of the items where it
has been requested for the information to be kept private, and then at the conclusion of
that, we will go into private and deal with all of the matters in private as well. Unless
anyone wishes to make an opening introductory statement, I might start to go through
each of the items that the minister requested be kept confidential. The first one was
answer to question B3.
Hon ALANNA CLOHESY: That was mine. I asked for a breakdown of the funding
arrangements for the Pilbara underground power project. In particular, I asked for it by
area and the various components that go to make up the projects. That evidence was
provided but asked to be kept private; so the funding by program type by area, and of
course we have kept that confidential. The suggestion was that that information may
compromise tender work for future work but without any kind of explanation about
how it would compromise that and what that future work might look like. My concern
was that this is public money and that there needed to be some form of accountability
for the way in which that was being expended, and the way it was being allocated
across the whole project. I was also concerned to hear from you as to the way in which
it may compromise, in your view, a tender project, particularly as it is publicly
allocated, public money.
Hon PETER COLLIER: I have had a briefing with regard to the hearing, not
specifically with regard to the PUPP; that is all. Mr Tudor or someone else might
make comment on that. I am not specifically aware of that with PUPP but there were
some other areas that I had some commentary on, so Mr Tudor might like to comment.
Mr Tudor: Yes. The Pilbara undergrounding program work is still ongoing. We have
recently been completing a piece of work around the light industrial area, and we are
completing a piece of work around the Bulgarra area, and then we are seeking, and we
have gone back into the market to seek, tenders for the next phase of work, which will
cover Pegs Creek and part of the CBD. And the sensitivity was that as we go out to
seek tenders that tenderers did not have access to information to see how much we had
allocated, or could work out in some way how much we had allocated for that work.
We want them to tender based on a competitive process without any pre-knowledge of
what we might have allocated for the parcel of work. So we have now recently
tendered that piece of work, but we still have work that needs to be tendered for
electrical connections that will be done once civil works is completed in that next
phase; and then we will have Roebourne, which will have civil works and electrical
connections; and then we will have Ashburton and Onslow, which will go through the
same process. The parcels of work are getting smaller, but they are still material pieces
of work. Our only concern is that this information is not used by tenderers to actually
view how much we have allocated ahead of them being asked to be part of the
competitive process. As I say, that work is still ongoing. We have still to tender
parcels of work connected with Roebourne and Onslow.
[3.50 pm]
Hon ALANNA CLOHESY: But that information would already in part be in the
public domain when the awarding of tenders was announced, and the total cost of the
project; so in part that information would already be out there in the public domain,
would it not?
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Mr Tudor: There is certainly information, and certainly the Auditor General’s recent
work has put a lot of information into the domain. We are careful not to put any work
into the domain that actually parcels up the work and allows people to see—for
example, for Onslow—that this is what has been allocated so that if I was a tenderer I
could take that and that would give me already a starting point as to where I should be
targeting my tender. We do not want that to be the way that they approach the
tendering process.
Hon ALANNA CLOHESY: So in what way is the general public able to identify how
much each program has contributed to the total cost of the project, by area?
Mr Tudor: What I would say is that once the work has actually been tendered, at the
completion of the program of work we could make all information publicly available.
So, in the next subsequent estimates hearing, we could make available the work that
has already been tendered and awarded and delivered, and we can go through the
process of answering questions. It is just the sensitivity leading up to the parcelling of
the work and tendering of the work.
Hon ALANNA CLOHESY: If that was the case, why was the committee not
informed that that process could be undertaken when the answers were provided?
Mr Tudor: I am not sure. We highlighted the sensitivity and that is, I guess, why we
are back here to offer the explanation.
The CHAIR: You have the documents in front of you, including the bit that you asked
to be redacted?
Mr Tudor: Yes.
The CHAIR: Are the figures that are contained in that document for the funding for
each of those projects still the same today or have they changed since this document
was provided to the committee?
Mr Tudor: I would say they are the same. We have been holding to the capital cost of
the project, which is roughly the $230 million, from the beginning of 2012–middle of
2012. So I would say the costings are pretty much the same.
The CHAIR: All right. My apologies, because I am not familiar with all of the areas
of the Pilbara, but in the original question that was asked, it broke it up into Karratha,
Roebourne, Onslow, South Hedland and Wedgefield. Are any of those areas now
complete or is work still going on in each of those four areas?
Mr Tudor: Hedland is complete, so South Hedland and Wedgefield have been done.
The CHAIR: So is there any reason why that information could not now be made
public?
Mr Tudor: That information can be made public.
The CHAIR: Okay. Are those figures still accurate, then, for South Hedland and
Wedgefield, or could you provide back to us what the final figure in South Hedland
and Wedgefield was in each of the categories of the information that was requested
and that you provided?
Mr Tudor: If it is not the case, we would come back, but I believe the numbers that
we have highlighted here —
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The CHAIR: That is actually what it came in at?
Mr Tudor: Yes.
The CHAIR: That means that your ability to predict what the tendering process is
going to deliver is probably fairly good, if that is the case?
Mr Tudor: Yes. The revised program allows us to tender the work and have it
completed, and then go to the next parcel and go to the next parcel, which is one of the
significant changes.
The CHAIR: But if these figures have not changed in all that time between what were
then estimates to what are now final figures, that would suggest that your estimation of
what would be the cost for the industry to provide that information is fairly accurate,
would it not?
Mr Tudor: Yes, I think we —
The CHAIR: It is not as though you are just doing guesswork. It is based on sound
estimation.
Mr Tudor: Yes.
The CHAIR: Therefore, any competitive tendering process is only going to be around
whether or not companies are trying to get work at that particular point in time and are
prepared to try to put in a competitive tender to secure the work over another tenderer,
in which case it might help them to sharpen their pencils if they have some idea of
what the expectations are, would it not?
Mr Tudor: We have access to this information and we would much prefer to see a
process where tenderers approach the work, do a bottom-up exercise and put in a
competitive bid without guidance from us as to what we have allocated. In our case,
what we have allocated may include some contingencies and may include some
overheads, which if anything then might give them the sense that there is more —
The CHAIR: But you have not provided that information of contingencies and
overheads to the committee, have you?
Mr Tudor: No. I think the information in there includes all the fully built-up costs.
The CHAIR: Yes. Can you explain to me how that is any different from any of the
other capital works and asset investment projects that are outlined in the budget papers
every year? Why is your business different? The minister regularly has schools and
maintenance works and all the rest of it, and often estimated tender values are released
before government goes to tender. Why is it so unique that your agency needs to keep
it confidential? I mean, we know what the government expects it to cost when it goes
to tender for a new school, and we hope that the tenders will come in in a competitive
environment and the government will get the best price available.
Mr Tudor: I cannot comment on that. All I can comment on is the way that we would
normally do business, and as part of doing business we do not give tenderers an idea
as to how much we have allocated for the work. We give them the scope of work and
we ask them to bid on the work, based on their own bottom-up exercise, with whatever
contingencies they need to put in place.

81

Committee

The CHAIR: But my point is the government and this committee deals with these
matters on a daily basis, and you are asking us to treat you differently from the way in
which capital works projects are done by government agencies on a daily basis. I am
trying to understand what is so unique about Horizon Power that this information
needs to be confidential when that sort of information is provided by agencies on a
daily basis.
Mr Tudor: All I can say is I cannot comment on that. All I can tell you —
The CHAIR: I am not asking you to comment on that. I am asking you to explain why
your agency is different. Why is it that your agency will be impacted by this
information being made public, because by implication, what you are saying is that the
rest of government is not getting the best price, because they release indicative prices
of what they have allocated in their budget for capital works?
Mr Tudor: No. I am not saying that at all. All I am saying is that when we normally
tender for work, we go out on a scope of work; we do not go out with an allocation to
give people guidance as to how much we have set aside to actually complete the work.
We prefer to see them do a bottom-up exercise to scope the work, put in place
whatever contingencies they need to, and go through a competitive process to give us
a bid, and then we will worry about the reconciliation to how much we have allocated.
If the desire here is to make sure that information is publicly available, then all we
would say is after we have done the work, we will make it available and have it fully
accounted for. That is simply the way that we would normally do our tendering work.
The CHAIR: I still do not understand how your getting the best price is compromised
by having what your indicative figures, and the sources of funding for those, are for
this project. I still have not got an explanation from you. I think you do need to explain
why you are different to the rest of government, because the rest of government is not
getting bad tenders because they do not keep that information confidential. So I am
just trying to see if there is an explanation for yourselves.
Mr Tudor: I think I would just be repeating myself. I have said that is the way we
normally conduct business. I am not passing any judgement on how the other parts of
government do business and how they tender for it.
The CHAIR: All right. Do any other members have any questions? If not, I am happy
to move on to the next item, the answers to question B5, which I think also picks up on
the strategic review. Can you explain to us again why that information needs to be
kept confidential; that is, the information that you have asked to be redacted in B5,
which was the strategic themes and the projected savings to be derived to achieve the
$100 million in annual savings? What is the impact of releasing that information and
making it public?
[4.00 pm]
Mr Tudor: Again, the intent of the work that was originally put together with the
breakdown was the subject of a board paper that was meant to be confidential. It was
highlighting a program of work. The program of work had indications about where
savings would be made, but as we go forward, that program of work is made up of
individual projects. Each one of those projects would be subjected to decision-making
and the project may be accepted or not accepted, and based on that, the outcome may
or may not be achieved. This, I think, probably confuses, and this is indicative and is
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meant, as I say, to deliver a program of work. We have subsequently made decisions,
for example, that are different from the ones that we anticipated in the original
business cases that sit underneath these elements. We had a core systems review that
had anticipated us changing all of our core systems to a single system that could be
provided out of the US. We have determined that that is not possible and we have
gone for a refinement of the existing systems that we have got and we are doing that
work. We anticipated relocating a control centre and in some way including it in part
of Western Power’s purview, but that has not been possible so we have made different
decisions. Individual projects that underpin this are moving in different directions. We
hold to the aspirational target of $100 million, but the program of work is taking shape
as we go through each individual project. Putting this out indicatively, I am not sure
what purpose it serves.
The CHAIR: It is not about what purpose it serves but what is the damage that is
done? Minister, maybe you can explain to us why it needs to be kept confidential. I
think you have the information in front of you. That type of information is not
dissimilar to information that you regularly release with respect to whenever the
Department of Education is engaging in efficiency drives within the organisation; I
will not say cost cutting, but trying to find efficiencies. But it is not uncommon for
governments and ministers to release information that explains where they expect to
be able to try to make savings and what their target savings for that are. I am trying to
understand why this is any different from the normal business of government where
you would do that regularly before this committee and in the house.
Hon PETER COLLIER: Certainly, from my perspective, the only reason that
something would be kept confidential would be commercial sensitivities for one
reason or another—in education, that is—or if there were individuals involved,
whereby the naming of individuals may cause grief or whatever it might be. They are
the two fundamental sacrosanct areas that cover education. That does not appear to be
the case here.
Mr Tovey: If I may, there were some elements. When we are looking at particularly
our generation review, midwest supply, you are not just dealing internally; you are
dealing with external organisations. Some of those went through different tender
processes. Being sensitive to existing suppliers as well at the time was something we
were cognisant of. There are other matters in there that are going to be subject to
government decision-making that are outside of Horizon Power’s authority to make.
The CHAIR: Is there any reason why this information needs to continue to be kept
confidential in light of what you have just said?
Mr Tudor: I think in the broad categories, it could be released. The qualifications
with it are that it is dated and that it is not going to form the basis of anything that we
hold to internally at the moment except the aggregate target. At the point in time it was
accurate, but it is dated and decisions have been made subsequently which take us in
slightly different directions and put different allocations across the different categories
that we have got in there.
Hon PETER COLLIER: There are staff sensitivities.

83

Committee

The CHAIR: I understand that you might want to notify your staff first about some of
these changes, but I would imagine that would have been fairly early on in the piece
that you would have done that.
Mr Tudor: The numbers here in the high level are okay. When we go into the detailed
business cases, there are clearly staff numbers that are projected based on certain
decisions that are still to be made, so we would be very sensitive around those. This
particular table that we are looking at at B5, as I say, I do not have any issue with that
being released. The qualifier is that it is dated information.
The CHAIR: Thank you for that. So you are happy for that to now be released. Now,
B6.
Hon PETER KATSAMBANIS: In relation to the cost of the consultants used for the
strategic review, and through the minister, we are talking about the years 2012–13 and
2013–14. What is the reason to keep those figures from the public domain?
Mr Tudor: I think those numbers have already been released through parliamentary
questions, so I have no issue with that being released at all.
Hon PETER KATSAMBANIS: The ongoing cost?
Mr Tudor: There is no ongoing cost associated with consultants related to the
strategic review. There are certainly ongoing costs associated with developing each of
the projects that are going to deliver savings. We deal with each of those at the time
that we are putting them through our normal decision-making processes.
Hon PETER KATSAMBANIS: I guess that covers it.
The CHAIR: So there is no problem with B6. We move to B9.
Hon ALANNA CLOHESY: This was about the strategic review. The response to
why they could not be made public was that publicising the business cases may lead
Horizon Power customers to conclude incorrectly that their power supply will be
negatively impacted if the number of positions is reduced, both regionally and at the
Bentley support office. The initiatives identified by Horizon Power include safety and
reliability of power supply whilst implementing efficiencies either through new
technology or improved processes. Initiatives identified in the business cases may be
subject to change as those initiatives are investigated further. Is the information
contained in all the business cases now in the public domain?
Mr Tudor: No, none of this information is in the public domain.
Hon ROBIN CHAPPLE: Though you have made some media statements in relation
to staffing amendments coming out of those, so the staffing issues have been out in the
public domain.
Mr Tudor: Yes, you are right in part. We agreed to a program of work with the board,
and part of that program of work was some initial cuts that we made at the very outset
of the program. They were certainly announced and we were very mindful of dealing
with our staff respectfully, so we went through a very rigorous process in terms of
making announcements and making sure that people were appropriately placed or
assisted in moving out of the business. Subsequent to that, we are still in the throes of
making different decisions based on individual projects. As each one of those
decisions is made again, we would be notifying staff appropriately individually and
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working through that process quite rigorously on each occasion. The business cases
projected a program of work over three to four years and anticipated decisions would
be made in a particular way. Some of those decisions, as we now know, have not been
made in exactly the same way and staff have not been affected in exactly the same
way. On each occasion we have actually gone through that process. Our concern here
would be certainly what you have outlined but also the fact that there is a projection on
staff numbers and impacts that may not materialise. We are quite mindful of managing
that on a project-by-project basis to make sure that people are appropriately and
respectfully dealt with.
[4.10 pm]
Hon ROBIN CHAPPLE: Could not those specific figures be redacted?
Mr Tudor: In one version we certainly redacted —
Hon ROBIN CHAPPLE: Oh, sorry. This is the first time I have seen the documents.
Mr Tudor: We have given the raw documents and we have also looked at the
documents and said, “What is the absolute minimum that we would need to redact?”,
where we felt sensitive and it is typically to what the minister has said, staff numbers
or staff sensitivities and also particularly third parties where we have made speculative
comments, or where the third parties may be involved in tendering processes. Those
are commercially sensitive areas. We have got two versions of the documents in front
of you: the raw documents, plus where we have redacted parts of the documents.
Hon ALANNA CLOHESY: What was that part that you mentioned about third
parties making speculative comments?
Mr Tudor: Us making speculative comments about third parties, as to what they may
or may not do based on programs of work that we might implement.
Hon ALANNA CLOHESY: But on the other hand, of course, there are consumers
who may speculate anyway, without having any clear information about the likely
impact on the cost of their power, for example. Without the information, that
speculation is allowed to fester, surely?
Mr Tudor: No. If I can? We do not expect it to impact customers negatively at all; in
fact, it is positive in terms of reliability and the focus of the work. In terms of what
customers are then paid, it is subject to uniform tariff, which is a government policy
decision, so the savings that we would make through the program go back into
government. Government will separately make a decision as to where it wants to see
prices—electricity prices and uniform tariff—outside of what we have contributed
back.
Hon ALANNA CLOHESY: But one of the reasons that the committee was provided
with was that if public information was released into the public domain through the
processes of this committee, then that could cause customers to speculate about cost
increases. Surely, the lack of information could also cause speculation?
Mr Tudor: It is not about cost increases; I mean, we talked about reliability. We
wanted to, and we certainly assured people that reliability would not be impacted. In
fact, it would, we believe, be improved by focusing our funding where we needed to
on priority areas, always continually improving that process. The fundamental
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question here—the papers that we originally prepared were, in our mind, never meant
to go public. They were for a board presentation to actually outline a program of work
that we wanted to deliver within the business. So there is that. If there is a desire to
actually have those documents released, then we have got redacted versions in there
and they do go to the point that the minister has made around sensitivity around staff
and sensitivity around third parties, whether it be comments that we make about what
third parties may do or about third parties tendering for work.
The CHAIR: In light of the fact that these documents now go back to pre–November
2014 and I think sometime before that, surely staff and potential redundancies,
changes to work practices—you would have notified the staff by now about any
potential options with respect to changes to work practices and redundancies, would
you not?
Mr Tudor: Yes. Where the programs have been complete, yes. Where there is still
work to be done, in some cases that might have an impact and that is still to be done
and worked through and decisions to be made. It is an ongoing program of work which
does not finish until the middle of 2018.
The CHAIR: But have you not even identified to the staff the areas in which there
may be work still going on, which may lead to redundancies or start reductions in
staff?
Mr Tudor: We are managing our staff very rigorously and very appropriately around
the individual projects and how they might impact.
The CHAIR: All of those items have already been identified. The general thrust of
where you are looking has already been identified to your staff? So they would be
aware that you are already engaging in business case and planning for changing your
business model.
Mr Tudor: Yes.
The CHAIR: So, if this document was to be released, it is not going to become news
to those staff members that there is a possibility that in that area there will be
redundancies or reductions in staff numbers. Is there anything in these strategic
documents that would not be, in general terms, known to the staff?
Mr Tudor: Where we have redacted, they are the areas that we are absolutely
sensitive to and as I say —
The CHAIR: I understand at the time, but I would have thought that the
circumstances have significantly changed since then. I am trying to understand at this
point in time why they now still need to be confidential.
Mr Tudor: Some of the information is out, so we have delivered about 70 per cent of
the programs. So, roughly, roughly, 70 per cent of the work is out there. There is work
in train that is still to deliver. Staff will be aware of that to different degrees. There
will be still some things in there that we have not gone through and developed projects
for, which we would be still needing to be done and staff still needing to be informed.
It is an ongoing program of works, some of which has already been done and is
history, some of which is still to come.
The CHAIR: Are you required to present a statement of corporate intent?
86

SIXTIETH REPORT

Mr Tudor: Yes.
The CHAIR: When was the last one signed off and presented to the Parliament?
Mr Tudor: We do that every year.
The CHAIR: I have been doing a search on the Hansard and I cannot find one that is
jumping out as a statement of corporate intent since 2013.
Mr Tudor: David, correct me if I am wrong, I think we produce one every year as we
are obliged to. We produce our strategic development plan and an accompanying
statement of corporate intent.
The CHAIR: Maybe you can take that as a—some of the information that you have
redacted in this document, it would strike me as information that would normally be
included in a statement of corporate intent. That is why I am trying to work out why, if
that is the case —
Mr Tudor: I am not sure that we project staff numbers based on speculative projects
in a statement of corporate intent.
The CHAIR: No, but some of the stuff that you have asked to be redacted would be
information that I would normally expect to see.
Mr Tudor: Would that be the case, David?
The CHAIR: Maybe if you could just —
Mr Tudor: Whereabouts would you be looking specifically?
The CHAIR: Page—although I notice that the page numbers change as a result of the
redactions. On the redacted version of part C, phase 2, there is some of the information
on page 5.
[4.20 pm]
Mr Tudor: I guess the issue with all of this information is that it can be misinterpreted
and taken back to staff numbers, and that is a thing that we would be concerned about,
particularly because it is subject to individual projects, which may or may not have an
impact on staff, and whilst some of it has already been delivered there is still some to
be done.
The CHAIR: That is the ordinary business of government. I mean, the minister has
made announcements many times in other agencies that you are targeting
redundancies in a certain area—education assistants was one. There is still a lot of
work that then goes on after that, and I am still not seeing where the damage is by this
information being released.
Hon ALANNA CLOHESY: And in fact if actually that really was the case, then the
top line of that table, that 236 FTEs would leave the business, would be redacted,
would it not?
Mr Tovey: I am not sure where you are reading from.
Hon ROBIN CHAPPLE: On page 5 —
The CHAIR: — of part C, the business case, which is the earlier document, the one
before, part C, page 2.
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Mr Tudor: If we have allowed that, that part has actually been announced in the
beginning of the program, so we had 240 people leave the business. We made those
announcements, and we informed those staff.
Hon ALANNA CLOHESY: When?
Mr Tudor: At the end of December 2013 and the middle of 2014. Those milestones
are behind us; there are still milestones in front of us.
Hon ALANNA CLOHESY: When we received the document, had the public
announcements been made?
Mr Tudor: When you received it on 4 November, I think we would have made the
announcements. I think we met on 4 November 2014. I cannot recall, but it would
have been around that time that we were making announcements.
Hon ALANNA CLOHESY: So your argument is that if you were concerned about
staff being worried about their job loss was the reason that you redacted certain parts
of that, if that were the case, then why was that not redacted, and why was the righthand column on that particular table redacted?
Mr Tudor: I cannot comment on the timing. As far as the 236 is concerned, I think
that is history, and that is being dealt with with staff, so I am happy for that number to
go public because we have made that public previously. I cannot comment on the
exact timing, but it would have been around the time that we were making
announcements, so there would have been perhaps some sensitivity there. As I say, our
only residual concern in this is that there are still programs of work which might have
impacts on staff or may not, so the aggregate numbers is something that would be
sensitive.
The CHAIR: I might allocate A1, if you can come back to us with the statement of
corporate intent when it was last tabled. Are there any more questions on these
documents, because I have one?
[Supplementary Information No A1.]
Hon ROBIN CHAPPLE: If I may, on the redacted version of business case B,
complex projects, I turn to page 11, which are the only redacted parts of that document
as far as I can see. Quite clearly, I am talking with BHP and Rio about regional
infrastructure, I am talking to Alinta about regional infrastructure there. I think that is
very much in the public debate at the moment, so why that would be redacted I would
not have a clue.
Mr Tudor: Only because this is an internal document and we do not want to pass any
judgement on what BHP or Rio might intend to do with their infrastructure, and so that
would be the only comment. That is a decision for their businesses, for their
shareholders.
Hon ROBIN CHAPPLE: All you are doing is talking about the third-party network,
the only regime of which is out in the public domain and is being discussed by many
people.
Mr Tudor: We would not want this to be interpreted as Horizon Power supporting a
third-party access regime over the assets of Rio or BHP. That is not a stated position,
so that association could be taken out of context, and we would certainly be concerned
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about that, because we do not have a view on that. That is a view that Rio and BHP
would need to take in terms of third-party access to their infrastructure.
Hon ROBIN CHAPPLE: It is okay if you want to redact them, but I think everyone
is going to know exactly what we are talking about anyway.
Mr Tudor: At the moment we are talking about a third-party access regime that could
involve Horizon Power.
Hon ROBIN CHAPPLE: And Alinta and many others.
Mr Tudor: Yes, but it is pure speculation, and I think I would not want this to actually
fuel the speculation in any kind of unintended way, so I do not think it adds to the
public debate. I think, as you say, Robin, it is obvious who owns assets up there, and it
will be a decision for each of those individual shareholders whether they want to
participate in an open access regime or not.
Hon ROBIN CHAPPLE: I think we know what their position is.
The CHAIR: Can I just ask a quick question? With respect to that page, Horizon
Power part C business case, on page 7.
Mr Tudor: Is it phase 1 or phase 2, I beg your pardon?
The CHAIR: Phase 1, in the first document, on page 7. There is a map of Western
Australia. Can you explain to me why the information in that shaded area needs to be
redacted?
Mr Tovey: I do not think we redacted anything. I think it is caught up in the editing.
Mr Tudor: I do not think there is anything in that that is redacted. I think that might
have been the printer.
Hon ROBIN CHAPPLE: I was wondering why it was not blacked out when I saw
the other one.
Hon ALANNA CLOHESY: So that is considered public?
The CHAIR: You are happy for that to be made public, I take it?
Mr Tudor: At a point in time that was what was being contemplated. There have been
changes made to that since.
The CHAIR: I am not even sure what is there, though. I do not know what would be
confidential about it; it just identifies the locations and the sizes.
Mr Tudor: The only thing is that it does have an impact on the way we have set up
the organisation, so each of those areas includes the number of towns that would be
looked after by one regional manager and one regional group, so where individual
towns fit in and how many of those shaded areas we have got dictates the number of
regional managers and the scope of their operations. But those decisions have been
made and so certainly within the organisation we are quite comfortable for that to be
released, so there is no issue there.
The CHAIR: Just before we leave these documents, I noticed recently that in answer
to a parliamentary question it was indicated that Horizon Power had spent $156 357.86
on private forensic investigations. Was that money spent investigating the leaking of
these documents?
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Mr Tudor: There were two or three areas that we had. It was not in reference to these
documents, but David will correct me if I am wrong—we had a case where, I think—
we normally use private investigators that are part of the large four accounting firms to
actually look at anything where we have reason to believe that there has been
misconduct. We certainly have had documents—I am not sure whether it is these
documents specifically—that have been leaked and that is a clear breach of
employees’ responsibilities, and we have had an investigation of that. We have also
had investigations related to credit cards. I think we have had investigations related to
some other matters that have been brought up. As a part of normal business, we would
be investigating those and having independent parties do that so we get a proper and
objective assessment.
The CHAIR: Just moving through, the next item is B5, which is the take-or-pay
component of the Horizon Power contract with TransAlta.
Hon ALANNA CLOHESY: B15, that would be.
The CHAIR: B15. Is this information reported anywhere else in the public domain?
Mr Tovey: No, it is not.
The CHAIR: Is there a requirement for it to still remain private?
Mr Tudor: I believe there is, because at the moment there are a number of mining
companies looking for power supply from a competitive market, and we are playing in
that market, so this could be used by competitors to actually understand better our cost
structure and the way that we that we might approach that tendering process.
The CHAIR: But this is your take-or-pay, rather than what you are selling.
Mr Tudor: Yes, but it still gives people an understanding of what our cost structure
might look like and therefore the way that we might put that together in a tender for
supply.
[4.30 pm]
The CHAIR: Was TransAlta consulted by the minister regarding whether or not that
information should be kept confidential prior to you making the request for it to be
kept confidential?
Mr Tudor: I am unaware whether the minister—I do not believe we have taken that
up with TransAlta. I am not sure whether the minister or his staff have.
The CHAIR: You have not, as an agency, though?
Mr Tudor: No, I do not believe so.
The CHAIR: Is it clearly identified as commercial-in-confidence information in all
the documentation you have regarding those figures?
Mr Tudor: I believe it would be because it is included in our supply agreement with
TransAlta and that entire supply agreement would be confidential and commercial-inconfidence information.
The CHAIR: Subject to the Financial Management Act of it being made available to
Parliament.
Mr Tudor: Of course.
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The CHAIR: In terms of that contract, though, the fact that that would be known, how
does that impact upon your ability to negotiate because you are not going to be coming
in at below cost, are you? Your issue will be more about what your competitors are
offering in terms of power supply to mining companies, would it not?
Mr Tudor: I think all of that is the case, but I think in a competitive process—there is
a number of mining loads and a larger loads that are looking for competitive power in
the Pilbara at the moment—some of them have requested tenders that we have
participated in. Some are still in the process of evaluating and are still to be negotiated.
So, I think my sense would be that any information that you give your competitors is
information you would rather not give them until those processes have played out.
The CHAIR: Will there be a time when that information can be released?
Mr Tudor: Yes. The infrastructure is still being built and the contracts were signed
fairly recently, so I would suggest, you know, once this major spate of projects has
secured their power supplies and you have had the passage of another year or two,
then this information can certainly be released. But at the moment it is still very
contemporary and being used by us to inform how we tender and could be used by
competitors to better understand how we might be positioning ourselves.
The CHAIR: Again, with most government contracts when they are finally released,
the value of the tender is released. Is there any reason why the value of this project in
the net present value terms could not be made public?
Mr Tudor: I think in aggregate terms it may have been; I am just trying to recall what
might have been released as a result of it. But I think the aggregate is not a problem in
terms of indicative costs around how much the power station would cost TransAlta.
They would have had to make some releases to their equivalent of the ASX, I would
have imagined, in Canada. We certainly would have given some parameters about
what we have signed up to. So I am not sure how much of that has been made public,
but I believe you are right; in aggregate terms, we do not have an issue. It is when you
get down into what are the components.
The CHAIR: The last question I have is: in the covering letter from the minister, it
indicated that the material is sensitive and that publication of this material could serve
to distract Horizon Power such that their personal safety and Horizon Power’s
customers could be severely compromised. Could you explain that statement to us? I
assume you provided that advice to the minister. What do you mean by “their personal
safety”?
Mr Tudor: What we would have been concerned about is speculating about staff
numbers and then getting staff to be concerned about their individual positions and
therefore they become preoccupied with that and therefore become less diligent in
terms of safety. We just wanted to make sure that we had and were managing our staff
in giving them the information through our normal processes and did not have to
contend with speculation about where things might go to.
The CHAIR: But your staff are aware that you are going through a major review of
your business with $100 million dollars’ reduction in the subsidy as the target.
Mr Tudor: Of course.
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The CHAIR: Will that lack of clarity—the lack of transparency, the lack of openness
about how you are going to achieve it—not create more uncertainty and more
distraction to your staff than giving them some idea about the areas in which you are
considering reaching that $100 million target?
Mr Tudor: If I may, we have been very open with our staff in terms of the impact of
the program. The 240 staff reduction through two phases was communicated to
everybody at the same time; individuals were notified. We were very, very careful
about the way we managed that and the way that we released that information
publicly. The only residual issue here is that if any of this gets misinterpreted, or is
confused or misunderstood, we do not want any other confusion to impact our staff,
whether it be one or more than one in terms of how they go about doing their business.
The CHAIR: My experience, though, is the lack of information about what
management is doing is where you get the most concern and confusion amongst staff
and the ability for people to start rumours is when there is a lack of clarity about what
you are doing. I would have thought in terms of the sort of risks of management of
something like this, you would be looking at making sure that your staff are fully
engaged on all of the areas. I would have thought that the advice would be to be open
and up-front with the staff and your customers.
Mr Tudor: I totally agree and that is exactly what we have done through the entire
program. We have been at pains to do that. All I am saying, I think, is that if there is
any information in here that continues to fuel anxiety where it is not needed, then I
would like to not see that happen rather than see it happen. I would like the
communication to come from within the business to its staff, which it has been. To
date, it has been—I believe—a well-run program. I just want that to be the case and to
continue that way.
The CHAIR: I can understand why you would not want this document released until
you have the chance to talk to your staff about it—I completely understand that—but I
would have thought at this point in time, you would have had that conversation and
that you would now be able to have these documents released.
Mr Tudor: For 80 per cent, 90 per cent, more of the staff, that is the case. There may
be some residual programs which we are still looking at, which may fall outside of
what you have just said.
The CHAIR: If there are no other questions from members about these matters, we
will close the hearing with respect to Horizon Power, minister, and move on to the
Department of Education. Obviously, there is a range of areas there where we have, I
think, come to some agreement, so what we might do is try to get our staff to discuss
with you in more detail about getting a new redacted version of what you still think
needs to be kept confidential.
Thank you for your evidence before the committee today. A transcript of this hearing
will be forwarded to you for correction of minor errors. Any such corrections must be
made and the transcript returned within 10 days from the date of the letter attached to
the transcript. If the transcript is not returned within this period, it will be deemed to
be correct. New material cannot be added via these corrections and the sense of your
evidence cannot be altered. Should you wish to provide additional information or
elaborate on particular points, please include a supplementary submission for the
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committee’s consideration when you return your corrected transcript of evidence.
Thank you for your attendance today.
Hearing concluded at 4.37 pm
__________
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Standing Committee on Estimates and Financial Operations
Our Ref:AAR 2013-14
Mr Frank Tudor
Managing Director
Horizon Power
18 Brodie Hall Drive
Technology Park, Bentley WA 6983
22 October 2015
Dear Mr Tudor
2013-14 Agency Annual Report - Hearing Monday, 12 October 2015, status of evidence
Thank you for your attendance before the Committee on Monday 12 October 2015. The Standing
Committee on Estimates and Financial Operations (the Committee) has considered the evidence submitted
by Horizon Power concerning the answers to questions on notice B3, B5, B6, B9 and B15 remaining as
private evidence.
The Committee has considered the matter and has reached a preliminary view that the evidence should be
made public without any redaction. It is the intention of the Committee to make a final decision on the 16
November 2015.
Prior to reaching a final decision the Committee invites you to provide further advice on why any particular
sections of the documents should be redacted.
The Committee would appreciate your advice as to the sections, if any, you still believe need to be redacted
and the reasons why by Wednesday, 11 November 2015.
The Committee would also welcome you providing any additional information that you believe would
assist people understanding the context of these documents.
If you have any questions, please contact Advisory Officer, Michael Ryan, on 9222 7409 or by email at
Yours sincerely

Hon Ken Travers MLC
Chair
cc:

Minister for Energy Hon Dr Mike Nahan MLA
Minister for the Minister for Energy Hon Peter Collier MLC
ef.aarl 3.151022.let.001 .hp (A321544)
Parliament House Perth Western Australia 6000
Telephone: +61 8 9222 7222 Facsimile: House +61 8 9222 7809 Committees +61 8 9222 7805
Email (General office): council@parliament.wa.gov.au
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APPENDIX 5
RESPONSE FROM HORIZON POWER RECEIVED ON
4 NOVEMBER 2015

STANDING COMMITTEE RESPONSE - 2013/14 AGENCY ANNUAL REPORT
HEARINGS FOR HORIZON POWER, STATUS OF EVIDENCE
The Chair of the Estimates and Financial Operations Committee Mr Ken Travers
asked;
Prior to reaching a final decision the Committee invites you to provide further advice
on why any particular sections of the document (Strategic Review Business Cases
Part A, B and C, phase one and two) should be redacted.
Answer
The business cases requested by, and provided to, the Committee contains highly
sensitive material. Importantly some considerable time has passed since the
Confidential Documents were first prepared and decisions have since been made
that mean some of the data in the documents is no longer accurate and could
mislead the public. Publication of this material could also serve to distract Horizon
Power's staff such that their personal safety and that of Horizon Power's customers
could be Severely compromised. In addition, Horizon Power is making progress to
achieve significant savings on an annual basis as the outcomes of the Strategic
Review are implemented and is concerned that publication of the Confidential
Documents could delay impiementation of some strategies due to unnecessary
attention caused by premature publication of information.
The redacted sections of the documents include references to numbers of staff that
will be in the business from 2Q15 and the years beyond. However these numbers
were prepared over two years ago and are no longer accurate. Customers of
Horizon Power may view the information and think that Horizon Power is
significantly reducing their services in the regions; however Horizon Power is not
planning this now or in the future. It is important that customers, stakeholders, staff
and the general public are not misled by inaccurate information.
Horizon Power has committed to staff that they will be briefed in advance of any
changes to the status quo regarding number of positions. Release of this
information will jeopardise our ability to keep to this commitment.
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Standing Committee on Estimates and Financial Operations
Our Ref: AAR 2013-14
Mr Frank Tudor
Managing Director
Horizon Power
18 Brodic Hall Drive
Technology Park, Bentley WA 6983
20 October 2015
Dear Mr Tudor
2013-14 Annual Report Hearing, Monday 12 October 2015, request for statement of corporate
intent.
Thank you for your attendance before the Committee on Monday 12 October 2015. The Standing
Committee on Estimates and Financial Operations (the Committee) has some requests for clarification
it would like to make in relation to the evidence received at the hearing.
During the course of the hearing the Hon Ken Travers MLC asked questions concerning Horizon
Power's requirement to lodge of statements of corporate intent with the Parliament. The following is
an excerpt from the uncorrected transcript on Monday 12 October 2015 at page 8:
The CHAIR: Are you required to present a statement of corporate intent?
Mr Tudor: Yes.
The CHAIR: When way the last one signed off and presented to the
Parliament?
Mr Tudor: We do that every year.
The CHAIR: I have been doing a search on the Hansard and 1 cannot find
one that is jumping out as a statement of corporate intent since 2015.
Mr Tudor: David, correct me if J am wrong, I think we produce one every
year as we are obliged to. We produce our strategic development plan and an
accompanying statement of corporate intent.
The Committee has since received information that Horizon Power has not provided a statement of
corporate intent to the Parliament for the past three years. The statements of corporate intent (SCI)
which have not been lodged with the Parliament are for the years 2013-14,2014-15 and 2015-16.
ef.aar 13 151020.let.001 .hp (A5213 77)
Parliament House Perth Western Australia 6000
Telephone: +61 8 9222 7222 Facsimile: House +61 8 9222 7809 Committees +61 8 9222 7805
Email (General office): coundl@parliament.wa.gov.au
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STANDING COMMITTEE RESPONSE - 2013/14 AGENCY ANNUAL REPORT ^ ""
HEARINGS FOR HORIZON POWER, REQUEST FOR STATEMENT OF
CORPORATE INTENT
[Supplementary Information No At]
The Chair of the Estimates and Financial Operations Committee Mr Ken Travers
asked;
When was the Statement of Corporate Intent last tabled?
Answer
The 2012/13 Statement of Corporate Intent was tabled on 14 August 2012.

In addition to answering the question taken on notice A1. The Chair of the
Estimates and Financial Operations Committee Mr Ken Travers asked;
1. When do you intend to table the SCI'sforthe years 2013-14, 2014-15 and 201516?
2. If there is some reason that the SCl's will not be tabled in the Parliament the
Committee requests you provide it with a copy of each of these SCl's agreed to
with the Minister and the reasons why they will not be tabled.
Answer
1, As the Committee correctly notes, section 103 (2) of the Electricity Corporations
Act 2005 requires that the Minister must, within 14 days after agreeing to a draft
Statement of Corporate Intent cause a copy of it to be laid before each House of
Parliament. In responding to a recent Parliamentary Question (C1308) on the
same matter, the Leader of the House representing the Minister for Energy noted
the Minister for Energy intended to table the relevant SCl's following concurrence
from the Treasurer.
2. N/A
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