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Statement of Comprehensive Income

Revenue
Other revenue
Total revenue

Electricity and fuel purchases
Employee benefits expense

Materials and services

Depreciation and amortisation expense
Other expenses

Finance costs

Profit before income tax equivalent expense

Income tax equivalent expense
Profit for the year net of income tax equivalent
Other comprehensive income

Items not to be reclassified subsequently to profit or loss

Re-measurement of defined benefits plan

Tax equivalent on re-measurement of defined benefits plan

Other comprehensive income for the year, net of tax equivalent

Total comprehensive income for the year

Horizon Power
Statement of Comprehensive Income
For the year ended 30 June 2017

30 June 30 June

Notes 2017 2016
$'000 $'000

1 342,520 349,371

2 150,000 141,000
492,520 490,371

3 (168,075) (166,213)
3 (50,900) (51,547)

3 (55,671) (54,566)

3 (88,388) (83,324)

3 (11,308) (10,882)

3 (68,866) (72,354)
49,312 51,485

4(b) (13,876) (14,808)
35,436 36,677

17(c) (71) (66)
4(d) 21 20
(50) (46)

(50) (46)

35,386 36,631

The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes.



Statement of Financial Position

ASSETS

Current assets

Cash and cash equivalents
Receivables

Inventories

Intangible assets

Derivative financial instruments
Other current assets

Total current assets

Non-current assets

Property, plant and equipment
Deferred tax equivalent assets
Intangible assets

Total non-current assets
Total assets
LIABILITIES

Current liabilities

Payables

Provisions

Current tax equivalent liabilities
Derivative financial instruments
Other current liabilities

Interest bearing liabilities

Total current liabilities

Non-current liabilities
Payables

Provisions

Retirement benefit obligations
Interest bearing liabilities

Total non-current liabilities
Total liabilities
Net assets

EQUITY
Contributed equity

Retained earnings

Total equity

Horizon Power
Statement of Financial Position
As At 30 June 2017

30 June 30 June

Notes 2017 2016
$000 $'000

6 83,508 6,400
7 32,362 40,594
8 12,298 15,314
10 4,380 1,679
9 - 241
11 2,749 2,154
135,297 66,382

12 1,578,626 1,524,080
5 41,711 40,891
10 6,992 9,159
1,627,329 1,574,130
1,762,626 1,640,512

13 77,433 77,962
14 21,756 16,407
5 3,392 609
9 1,210 -
15 63,154 16,326
16 74,283 20,805
241,228 132,109

13 225 270
14 12,358 19,694
17 1,769 1,724
16 1,041,064 1,065,797
1,055,416 1,087,485
1,296,644 1,219,594

465,982 420,918

19 335,874 309,807
130,108 111,111

465,982 420,918

The above Statement of Financial Position should be read in conjunction with the accompanying notes.



Statement of Changes in Equity

Notes
Balance at 1 July 2015
Profit for the year, net of tax equivalent
Other comprehensive income, net of tax equivalent
Total comprehensive income for the year
Transactions with owners in their capacity as owners:
Contributions of equity, net of transaction costs and tax
equivalent 19
Dividends paid
Total
Balance at 30 June 2016
Balance at 1 July 2016
Profit for the year, net of tax equivalent
Other comprehensive income, net of tax equivalent
Total comprehensive income for the year
Transactions with owners in their capacity as owners:
Contributions of equity, net of transaction costs and tax
equivalent 19
Dividends paid
Total

Balance at 30 June 2017

Horizon Power

Statement of Changes in Equity
For the year ended 30 June 2017

Contributed Retained Total
equity earnings equity
$'000 $'000 $'000
265,568 106,639 372,207
- 36,677 36,677

- (46) (46)

- 36,631 36,631

44,239 - 44,239
- (32,159)  (32,159)
44,239 (32,159) 12,080
309,807 111,111 420,918
309,807 111,111 420,918
- 35,436 35,436

- (50) (50)

- 35,386 35,386

26,067 - 26,067

- (16,389) (16,389
26,067 (16,389) 9,678
335,874 130,108 465,982

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Statement of Cash Flows

Cash flows from operating activities

Receipts from customers (inclusive of goods and services tax)
Receipts from tariff equalisation fund

Net GST and Fuel Tax Credits received

Interest received
Payments to suppliers and employees (inclusive of goods and services
tax)

Finance costs paid
Payments / receipts for financial assets at fair value through profit or loss
Income taxes equivalent paid

Net cash inflow from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Payments for property, plant and equipment
Payments for intangibles

Net cash outflow used in investing activities

Cash flows from financing activities

Proceeds from borrowings

Repayment of borrowings

Dividends paid

Developer and customer contributions to capital works
Proceeds from contributed equity

CES, customers' and contractors' refunds

Net cash inflow from financing activities

Net increase /(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at end of year

Horizon Power
Statement of Cash Flows
For the year ended 30 June 2017

30 June 30 June

Notes 2017 2016
$000 $000

362,980 364,748

150,000 141,000

9,380 5,193

221 121

(386,764)  (376,953)

(32,182) (33,230)

251 (1,483)

(11,892) (4,065)

6(c) 91,994 95,331
1,541 393

(127,043)  (133,650)

(4,205) (3.376)

(129,707)  (136,633)

53,000 34,000

(3.450) (23,241)

(16,389) (32,159)

55,640 14,328

26,067 44,239

(47) 4)

114,821 37,163

77,108 (4,139)

6,400 10,539

6(b) 83,508 6,400

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.



Horizon Power
Notes to Financial Statements
30 June 2017
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Horizon Power
Notes to Financial Statements
30 June 2017

Notes to the financial statements

Basis of Preparation

Corporation Information

The financial statements of Regional Power Corporation, trading as Horizon Power ("Horizon Power" or "the
Corporation™) for the year ended 30 June 2017, were authorised for issue in accordance with a resolution of the
directors on 7 September 2017. The directors have the power to amend and reissue the financial report.

Horizon Power is a Not-for-Profit Public Sector Entity incorporated under the Electricity Corporations Act 2005 and
domiciled in Australia. Its registered office is at 1 Stovehill Road, Karratha.

The nature of the operations and principal activities of Horizon Power are described in the ‘Our Profile’ section of
the Annual Report.

Basis of accounting

These general purpose financial statements have been prepared in accordance with Australian Accounting
Standards and other authoritative pronouncements of the Australian Accounting Standards Board and the
disclosure requirements of Schedule 4 of the Electricity Corporations Act 2005.

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

Statement of Compliance

The financial statements comply with Australian Accounting Standards, as applicable to not-for-profit entities.

Accrual accounting and historical cost convention

These financial statements have been prepared on an accrual basis and are based on the historical cost convention
except for derivative financial instruments and certain employee benefit liabilities that are measured at their fair
value as at the reporting date. The accounting policies adopted in the preparation of the financial statements have
been consistently applied throughout all periods, unless otherwise stated.

Comparative amounts

Comparative amounts are for the period from 1 July 2015 to 30 June 2016. Certain comparative amounts in the
Statement of Cash Flows have been reclassified within their same section of cash flow activities to conform to
current presentation.

Except for the above, there has been no reclassification or changes to comparative figures.

Going Concern
These financial statements are prepared on the going concern basis. Horizon Power has reasonable grounds to
believe it is able to pay its debts as and when they become due and payable (refer to Note 6(c)).

Foreign currency translation
The functional and presentation currency of Horizon Power is Australian dollars (AUD).

Transactions in foreign currencies are initially recorded in the functional currency at the exchange rates ruling at
the date of the transaction. Monetary assets and monetary liabilities denominated in foreign currencies are
retranslated at the rate of exchange ruling at the reporting date. All monetary assets and monetary liabilities’
currency translation differences are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the initial transaction. Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rate at the date when the fair value was determined. The gain or loss arising on
translation of non-monetary items measured at fair value is treated in line with the recognition of gain or loss on
change in fair value of the item. All other gains or losses arising on the translation of non-monetary items are
recognised in profit or loss.



Horizon Power
Notes to Financial Statements
30 June 2017

Significant accounting estimates and judgments

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

The area where estimates and assumptions are significant to the financial statements as a higher degree of
judgment or complexity is involved, are listed below and described in more detail in the related notes.

« Unbilled Sales (Note 1(a)(ii)).

» Impairment of non-financial assets (Note 12 (vii)).

* Provision for employee benefits — annual leave and long service leave (Note 14(i)).
* Provision for decommissioning costs (Note 14(iii)).

» Lease commitments (Note 26(b) (i)).

New and amended accounting standards and interpretations

In the current year, Horizon Power has adopted all of the new and revised Standards and Interpretations issued by
the Australian Accounting Standards Board (the AASB) that are relevant to its operations and effective for the
current annual reporting period. The adoption of these new and revised Standards and Interpretations has not
resulted in a significant or material change to Horizon Power’s accounting policies.

At the date of this financial report the following standard and interpretations, which may impact Horizon Power in
the period of initial application, have been issued but are not yet effective.

Reference Title Summary Application | Impact on |Application
date of Entity date for
standard Financial |Entity

Report
AASB 15 Revenue from | AASB 15 Revenue from Contracts with Customers |1 January The impact | 1 July
Contracts with | replaces the existing revenue recognition standards | 2019 is 2019
Customers AASB 111 Construction Contracts, AASB 118 still to be
Revenue and related Interpretations (Interpretation assessed
13 Customer Loyalty Programmes, Interpretation 15 by Horizon
Agreements for the Construction of Real Estate, Power

Interpretation 18 Transfers of Assets from
Customers, Interpretation 131 Revenue—Barter
Transactions Involving Advertising Services and
Interpretation 1042 Subscriber Acquisition Costs in
the Telecommunications Industry). AASB 15
incorporates the requirements of IFRS 15 Revenue
from Contracts with Customers issued by the
International Accounting Standards Board (IASB)
and developed jointly with the US Financial
Accounting Standards Board (FASB).

AASB 15 specifies the accounting treatment for
revenue arising from contracts with customers
(except for contracts within the scope of other
accounting standards such as leases or financial
instruments).The core principle of AASB 15 is that
an entity recognises revenue to depict the transfer
of promised goods or services to customers in an
amount that reflects the consideration to which the
entity expects to be entitled in exchange for those
goods or services. An entity recognises revenue in
accordance with that core principle by applying the
following steps:




Horizon Power
Notes to Financial Statements
30 June 2017

Reference

Title

Summary

Application
date of
standard

Impact on
Entity
Financial
Report

Application
date for
Entity

(a) Step 1: Identify the contract(s) with a customer
(b) Step 2: Identify the performance obligations in
the contract

(c) Step 3: Determine the transaction price

(d) Step 4: Allocate the transaction price to the
performance obligations in the contract

(e) Step 5: Recognise revenue when (or as) the
entity satisfies a performance obligation

AASB 2015-8 amended the AASB 15 effective date
so it is now effective for annual reporting periods
commencing on or after 1 January 2018. Early
application is permitted.

AASB 2014-5 incorporates the consequential
amendments to a number Australian Accounting
Standards (including Interpretations) arising from
the issuance of AASB 15.

AASB 2016-3 Amendments to Australian
Accounting Standards — Clarifications to AASB 15
amends AASB 15 to clarify the requirements on
identifying performance obligations, principal versus
agent considerations and the timing of recognising
revenue from granting a licence and provides further
practical expedients on transition to AASB 15.

AASB 2016-7 Amendments to Australian
Accounting Standards — Deferral of AASB 15 for
Not-for-Profit Entities amends the mandatory
effective date (application date) of AASB 15 for not-
for-profit entities so that AASB 15 is required to be
applied by such entities for annual reporting periods
beginning on or after 1 January 2019 instead of 1
January 2018.

AASB 16

Leases

The key features of AASB 16 are as follows:

Lessee accounting

e Lessees are required to recognise assets and
liabilities for all leases with a term of more than 12
months, unless the underlying asset is of low value.

e Assets and liabilities arising from a lease are
initially measured on a present value basis. The
measurement includes non-cancellable lease
payments (including inflation-linked payments), and
also includes payments to be made in optional
periods if the lessee is reasonably certain to
exercise an option to extend the lease, or not to
exercise an option to terminate the lease.

*« AASB 16 contains disclosure requirements for
lessees.

Lessor accounting

1 January
2019

The impact
is

still to be
assessed
by Horizon
Power

1 July
2019




Horizon Power
Notes to Financial Statements
30 June 2017

Reference

Title

Summary

Application
date of
standard

Impact on
Entity
Financial
Report

Application
date for
Entity

* AASB 16 substantially carries forward the lessor
accounting requirements in AASB 117. Accordingly,
a lessor continues to classify its leases as operating
leases or finance leases, and to account for those
two types of leases differently.

* AASB 16 also requires enhanced disclosures to be
provided by lessors that will improve information
disclosed about a lessor’s risk exposure, particularly
to residual value risk.

AASB 16 supersedes:

(a) AASB 117 Leases

(b) Interpretation 4 Determining whether
Arrangement contains a Lease

(c) SIC-15 Operating Leases—Incentives

(d) SIC-27 Evaluating the Substance of
Transactions Involving the Legal Form of a

Lease

The new standard will be effective for annual
periods beginning on or after 1 January 2019. Early
application is permitted, provided the new revenue
standard, AASB 15 Revenue from Contracts with
Customers, has been applied, or is applied at the
same date as AASB 16.

an

AASB 1058*

Income of Not-
for-Profit
Entities

AASB 1058 and AASB 2016-8 Amendments to
Australian Accounting Standards — Australian
Implementation Guidance for Not-for-Profit Entities
will defer income recognition in some circumstances
for NFP entities, particularly where there is a
performance obligation or any other liability. In
addition, certain components in an arrangement,
such as donations, may be separated from other
types of income and recognised immediately. The
Standard also expands the circumstances in which
NFP entities are required to recognise income for
goods and services received for consideration that
is significantly less than the fair value of the asset
principally to enable the entity to further its
objectives (discounted goods and services),
including for example, peppercorn leases.

AASB 1004 Contributions is also amended, with
many of its requirements being revised and
relocated to AASB 1058. The scope of AASB 1004
is effectively limited to address issues specific to
government entities and contributions by owners in
a public sector entity context.

AASB 1058 will be effective for annual periods
beginning on or after 1 January 2019. Early
application is permitted, provided AASB 15
Revenue from Contracts with Customers is applied
on or before the date of initial application.

1 January
2019

The impact
is

still to be
assessed
by Horizon
Power

1 July
2019

AASB 1059*

Service
Concession
Arrangements:
Grantors

This Standard addresses the accounting for a
service concession arrangement by a grantor that is
a public sector entity by prescribing the accounting
for the arrangement from the grantor’s perspective.

The Standard applies to arrangements that involve
an operator providing public services related to a
service concession asset on behalf of a public

1 January
2019

The impact
is

still to be
assessed
by Horizon
Power

1 July
2019
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Horizon Power
Notes to Financial Statements
30 June 2017

Reference

Title

Summary

Application
date of
standard

Impact on
Entity
Financial
Report

Application
date for
Entity

sector grantor for a specified period of time and
managing at least some of those services.

The Standard requires the grantor to:

a) recognise a service concession asset
constructed, developed or acquired from a
third party by the operator, including an
upgrade to an existing asset of the grantor,
when the grantor controls the asset.

b) reclassify an existing asset (including
recognising previously unrecognised
identifiable intangible assets and land
under roads) as a service concession
asset when it meets the criteria for
recognition as a service concession asset;

c) Initially measure a service concession
asset constructed, developed or acquired
by the operator or reclassified by the
grantor at current replacement cost in
accordance with the cost approach to fair
value in AASB 13 Fair Value
Measurement. Subsequent to the initial
recognition or reclassification of the asset,
the service concession asset is accounted
for in accordance with AASB 116 Property,
Plant and Equipment or AASB 138
Intangible Assets, as appropriate, except
as specified in this Standard;

d) recognise a corresponding liability
measured initially at the fair value (current
replacement cost) of the service
concession asset, adjusted for any other
consideration between the grantor and the
operator. The liability is recognised using
either (or both) of the financial liability
model or the grant of a right to the operator
model

e) disclose sufficient information to enable
users of financial statements to understand
the nature, amount, timing and uncertainty
of assets, liabilities, revenue and cash
flows arising from service concession
arrangements.

AASB 9

Financial
Instruments

This standard replaces AASB 139 and supersedes
both AASB 9 (December 2010) and AASB 9
(December 2009) when applied. It introduces a “fair
value through other comprehensive income”
category for debt instruments, contains requirements
for impairment of financial assets and a reformed
approach to hedge accounting.

1 January
2018

The impact
is

still to be
assessed
by Horizon
Power

1 July
2018

AASB 2016-
2

Amendments
to Australian
Accounting
Standards —
Disclosure
Initiative:
Amendments
to AASB 107

This Standard amends AASB 107 Statement of Cash
Flows (August 2015) to require entities preparing
financial statements in accordance with Tier 1
reporting requirements to provide disclosures that
enable users of financial statements to evaluate
changes in liabilities arising from financing activities,
including both changes arising from cash flows and
non-cash changes.

1 January
2017

The impact
is

still to be
assessed
by Horizon
Power

1 July
2017
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Horizon Power
Notes to Financial Statements

30 June 2017
Reference Title Summary Application | Impact on |Application
date of Entity date for
standard Financial |Entity
Report
AASB 2016- |Amendments |This Standard amends AASB 136 to remove |1 January The impact | 1 July
4 to Australian references to depreciated replacement cost as a|2017 is 2017
Accounting measure of value in use for not-for-profit entities and still to be
Standards — clarify that not-for-profit entities holding non-cash- assessed
Recoverable generating specialised assets at fair value in by Horizon
Amount of accordance with AASB 13 [under the revaluation Power
Non-Cash- model in AASB 116 and AASB 138] no longer need
Generating to consider AASB 136. Not-for-profit entities holding
Specialised such assets at cost will determine recoverable
Assets of Not- | amounts using current replacement cost in AASB 13.
for-Profit

Entities [AASB
136]

* Only applicable to not-for-profit/public sector entities

12




Horizon Power
Notes to Financial Statements
30 June 2017

Profit for the reporting year

1. Revenue

(a) Accounting policy

(i) Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to Horizon Power and
the revenue can be reliably measured. It is valued at the fair value of the consideration received, or to be received,

net of the amount of Goods and Services Tax (GST). The following specific recognition criteria must also be met
before revenue is recognised.

(ii) Sale of electricity

Sale of electricity comprises revenue earned from the provision of electricity and is recognised when the electricity
is provided. As at each reporting date, sales and other current assets incorporate amounts attributable to ‘unbilled
sales’ which are an estimate of electricity delivered to customers that have not been billed at the reporting date.
(iii) Community service obligations

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

« Air conditioning subsidy for seniors;

* Aboriginal & Regional Communities Power Supply Project;

» Energy Assistance Payments;

*» Dependent child rebates;

* Feed-in Tariff rebates;

* Tariff Adjustment Payments; and

« Tariff Migration Payments

(iv) Developer and customer contributions

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

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

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

» Upgrade and new connections - customers (including generators) make cash contributions for the upgrade or

extension of electricity infrastructure to existing lots or for the construction of electricity infrastructure to new lots
in existing areas.

13
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1. Revenue (continue)

(a) Accounting policy (continue)

(iv) Developer and customer contributions (continue)

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

recognised as property, plant and equipment and depreciated over their useful life.

(b) Amounts recognised in Statement of Comprehensive Income

30 June 30 June
2017 2016
$'000 $'000

Revenue consisted of the following items:
Sale of Electricity 268,294 288,477
Community service obligations revenue 44,076 34,814
Developer and customer contributions 19,065 19,770
Interest 220 121
Others 11,106 7,182
Change in fair value of derivatives (241) (993)
342,520 349,371

(c) Critical accounting judgements

Sale of electricity includes billed and unbilled sales. Following the roll out of the Advanced Metering Infrastructure,
management has developed reporting tools that track ongoing consumption for customers with advanced meters
resulting in a high level of accuracy in the evaluation of the unbilled electricity consumption. For the small number
of customers not on advanced meters and unmetered consumption such as streetlights, various assumptions and
financial models are used to determine the estimated unbilled consumption.

2. Other revenue

(a) Accounting policy

Tariff Equalisation Fund

A significant portion of Horizon Power’s revenue is derived from the Tariff Equalisation Fund (TEF). Electricity
Networks Corporation, trading as Western Power, pays money into the TEF in amounts determined by the Treasurer

and the Minister for Energy. This money is released to Horizon Power as determined by the Treasurer and the
Minister for Energy and recognised on a receipts basis.

(b) Amounts recognised in Statement of Comprehensive Income

30 June 30 June

2017 2016

$'000 $'000

Tariff Equalisation Fund 150,000 141,000

14
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3. Expenses

(a) Accounting policy

(i) Electricity and Fuel Purchases

Electricity and fuel purchases are those costs attributable to the integrated manufacturing process involved in the
generation and transformation of electricity into a saleable commaodity. It includes costs associated with purchasing
fuel and electricity.

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

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

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

basis.

(if) Finance cost

Horizon Power, as a Not-for-Profit Public Sector Entity, has elected to recognise borrowing costs in profit or loss

when incurred under AASB 123.

Finance costs include:

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

* Amortisation of discounts or premiums relating to borrowings;

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

* Finance charges in respect of finance leases recognised;

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

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

(b) Amounts recognised in Statement of Comprehensive Income

30 June 30 June
2017 2016
$'000 $'000
Electricity and fuel purchases
Electricity purchases 114,412 118,283
Fuel purchases 50,759 45,200
Water purchases 2,904 2,730
Total electricity and fuel purchases 168,075 166,213
Employee benefit expense
Salaries, wages and allowance 34,628 34,896
Superannuation 4,984 4,734
Long service leave 1,617 1,445
Annual leave 3,369 3,385
Other related expenses 6,302 2,856
Total employee benefits expenses 50,900 51,547
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3. Expenses (continue)

(b) Amounts recognised in Statement of Comprehensive Income

(continue)

Materials and services
Contracted services
Materials

IT services

Customer services
Consultants

Other services

Total materials and services

Depreciation

Leasehold buildings

Plant and equipment
Equipment under finance leases

Total depreciation

Amortisation
Computer software
Patents, trademarks and other rights

Total amortisation
Total depreciation and amortisation

Other expenses

Loss on disposal of property, plant and equipment

Provision for impairment of receivables

Property expenses

Reversal of provision for decommissioning and site rehabilitation
Other

Total other expenses

Finance costs

Interest on debts

Unwinding of discount on contributory extension scheme
Unwinding of discount on decommissioning provision
Finance lease interest

Total finance costs
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30 June 30 June
2017 2016
$'000 $'000
35,766 30,862
3,898 7,038
6,851 6,985
3,259 3,454
2,538 3,377
3,359 2,850
55,671 54,566
2,831 3,101
55,584 48,085
25,454 25,781
83,869 76,967
4,518 6,356
1 1
4,519 6,357
88,388 83,324
687 661
1,983 1,127
5,402 6,143
(192) -
3,428 2,951
11,308 10,882
31,567 32,792
34 35

226 430
37,039 39,097
68,866 72,354
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4. Income tax equivalent expense
(a) Accounting policy
(i) National Taxation Equivalent Regime and other taxes

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

Income tax on the Statement of comprehensive income for the reporting period comprises current and deferred tax.
Income tax is recognised in the Statement of Comprehensive Income except to the extent that it relates to items
recognised directly in other comprehensive income.

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

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

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

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

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

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

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

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

Unrecognised deferred income tax assets are reassessed at the end of each reporting period and are recognised
to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current

tax assets against current tax liabilities and the deferred tax assets and liabilities relate to the same taxable entity
and the same taxation authority.
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4. Income tax equivalent expense (continue)

(ii) Other taxes

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

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

* Receivables and payables, which are stated with the amount of GST included.

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

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

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

(b) Amounts recognised in Statement of Comprehensive Income

Income tax equivalent expense

30 June 30 June
2017 2016
$'000 $'000
Current tax 16,657 17,169
Deferred tax (1,071) (1,505)
Adjustments for net deferred tax assets and liabilities of prior period 250 2,285
Adjustments for current tax of prior periods (1,960) (3,141)
13,876 14,808

Deferred income tax equivalent expense/(benefit) included in income tax

equivalent expense comprises:

Decrease in deferred tax equivalent assets (note 5(b)(i)) 6,133 6,457
Decrease in deferred tax equivalent liabilities (note 5(b)(ii)) (7,204) (7,962)
(1,071) (1,505)

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

30 June 30 June
2017 2016
$'000 $'000
Profit before income tax equivalent expense 49,312 51,485
Tax at the Australian tax rate of 30.0% (2016 - 30.0%) 14,794 15,445
Tax effect of amounts which are not deductible (taxable) in calculating taxable
income:
Entertainment 13 13
Research and development 768 198
Sundry items 11 8
Adjustments for current tax of prior periods (1,710) (856)
Total income tax equivalent expense 13,876 14,808
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4. Income tax equivalent expense (continue)

(d) Amounts recognised directly in other comprehensive income

Deferred tax equivalent arising in the reporting period and not recognised in
profit/(loss) but directly credited to other comprehensive income:

Net deferred tax equivalent - recognised directly in other comprehensive

income, in relation to:
— Re-measurement on defined benefit plans
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30 June 30 June
2017 2016
$'000 $'000
21 20

21 20
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Operational assets and liabilities

5. Tax equivalent assets and liabilities

(a) Accounting policy

Refer to note 4(a) for details of Horizon Power’s ‘deferred tax equivalents’ accounting policy.
(b) Amounts recognised in statement of financial position

(i) Deferred tax assets

30 June 30 June
2017 2016
$'000 $'000
The balance comprises temporary differences attributable to:
Provisions 12,095 12,689
Property, plant and equipment 17 19
Community service obligation 569 191
Power purchase agreements classified as finance leases 107,877 114,119
120,558 127,018
Other
Contributory extension scheme 136 126
Accruals 325 413
Other 303 (107)
Sub-total other 764 432
Total deferred tax assets 121,322 127,450
Set-off of deferred tax liabilities pursuant to set-off provisions (note 5(b)(ii)) (79,611) (86,559)
Net deferred tax assets 41,711 40,891
30 June 30 June
2017 2016
$'000 $'000
Movements:
Opening balance 127,450 133,224
Charged/credited:
- to profit or loss (note 4(b)) (6,133) (6,457)
Adjustments for deferred tax equivalent assets of prior periods 5 683
121,322 127,450
(i) Deferred tax equivalent liabilities
30 June 30 June
2017 2016
$'000 $'000
The balance comprises temporary differences attributable to:
Consumable stocks 430 456
Power purchase agreements classified as finance lease 79,181 86,103
Total deferred tax equivalent liabilities 79,611 86,559
Set-off of deferred tax equivalent assets pursuant to set-off provisions (note
(5(b) (1)) (79,611) (86,559)

Net deferred tax equivalent liabilities - -
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5. Tax equivalent assets and liabilities (continue)

(i) Deferred tax equivalent liabilities (continue)

30 June 30 June
2017 2016
$'000 $'000
Movements
Opening balance at 1 July 86,559 91,552
Credited to profit or loss (note 4(b)) (7,204) (7,962)
Adjustments for deferred tax liabilities of prior periods 256 2,969
79,611 86,559
(iii) Current tax liabilities
30 June 30 June
2017 2016
$'000 $'000
Income tax (3,392) (609)
(3,392) (609)

6. Cash and cash equivalents

(a) Accounting policy

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

cash.

(b) Amounts recognised in statement of financial position

30 June 30 June

2017 2016

$'000 $'000

Cash in operational accounts 51,308 6,400
Short-term investment deposits 32,200 -
83,508 6,400

Management assessed that the fair value of cash at bank and short-term investment deposits approximate their

carrying amounts.
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6. Cash and cash equivalents (continue)

(c) Reconciliation of profit after income tax equivalent to net cash inflow from operating activities

30 June 30 June
2017 2016
$'000 $'000
Profit for the year 35,386 36,677
Depreciation and amortisation 88,388 83,324
Developer and customer contributions (19,065) (19,770)
Net loss/ (gain) on sale of non-current assets (54) 661
Changes in operating assets and liabilities:
Decrease in other receivables 6,577 3,211
Decrease in inventories 3,327 4,014
Decrease/ (increase) in other assets (596) 250
(Decrease) in other payables (23,443) (21,137)
(Decrease)/ increase in derivatives 1,452 (926)
Decrease in income equivalent tax assets / decrease in tax liabilities 1,963 10,676
Increase in employee provisions 1,280 1,023
(Decrease) in other provisions (3,221) (2,672)
Net cash inflow from operating activities 91,994 95,331

As at June 2017, Horizon Power has a net current liability position of $105.9 million (2016: $65.7 million). This has
no impact on Horizon Power’s ability to pay its debts over the next twelve months from the date those financial
statements were authorised for issue. The above reconciliation indicates that the organisation’s ongoing operations
generate sufficient cash flow to cover its usual operations, to pay interest on its debts and to pay income taxes. In
addition, under a Master Lending Agreement with the Western Australian Treasury Corporation, Horizon Power
had, as at 30 June 2017, access to borrowing facilities of up to $813 million, including a working capital facility of
$30 million, of which $50 million was undrawn. For the next financial year, the peak borrowing limit has been
increased to $895 million.

(d) Non-cash investing and financing activities

30 June 30 June

2017 2016

$'000 $'000

Gifted assets (note 12(b)) 8,549 2,892
8,549 2,892

7. Receivables
(a) Accounting policy

Trade receivables, which generally have 12 day terms for tariff customers, 7 to 14 day terms for contract customers
and 30 to 90 days for non-energy customers, are recognised and carried at original invoice amount less an
allowance for any impaired receivables. No interest is charged on current receivables.

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

The amount of the impairment loss is recognised in Statement of Comprehensive Income within other expenses.
When a trade receivable for which an impairment allowance had been recognised becomes uncollectible in a
subsequent period, it is written off against the allowance account. Subsequent recoveries of amounts previously
written off are recognised in Statement of comprehensive income against 'Revenue’.
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7. Receivables (continue)

(b) Amounts recognised in Statement of Financial Position

30 June 2017

30 June 30 June
2017 2016
$'000 $'000

Trade receivables
Receivables - energy - billed (i) 13,469 21,401
Receivables - energy - unbilled (ii) 9,077 12,307
Total receivables energy 22,546 33,708
Allowance for impairment of receivables — energy (4,025) (3,946)
18,521 29,762
Receivables - non-energy (i) 5171 2,554
Allowance for impairment of receivables - non energy (410) (525)
4,761 2,029
Other receivables 9,080 8,803
Total receivables 32,362 40,594

(i) Includes amounts due from Aboriginal communities of $1,819,807 (Energy: $1,489,057; Non Energy: $330,750)

(2016: $2,109,634).

(ii) Receivables energy incorporate amounts attributable to 'unbilled sales'. Following the roll out of the Advanced
Metering Infrastructure, management has developed reporting tools that track ongoing consumption for customers
with advanced meters resulting in a high level of accuracy in the evaluation of the unbilled electricity consumption.
For the small number of customers not on advanced meters and unmetered consumption such as streetlights,

various assumptions and financial models are used to determine the estimated unbilled consumption.

Management assessed that the fair value of trade receivables approximates their carrying amounts largely due to

the short-term maturities of these instruments.

(c) Impaired trade receivables

Movements in the allowance for impairment of receivables are as follows:

30 June 30 June

2017 2016

$'000 $'000

At 1 July 4,471 4,983
Allowance for impairment recognised during the year 1,983 1,128
Receivables written off during the year as uncollectable (2,019) (1,640)
At 30 June 4,435 4,471

The creation and release of the allowance for impaired receivables has been included in 'other expenses' in
Statement of Comprehensive Income. Amounts charged to the allowance account are generally written off when

there is no expectation of recovering additional cash.
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7. Receivables (continue)

(d) Ageing of Trade receivables

30 June 30 June
2017 2016
$'000 $'000
Energy receivables
Not overdue (i) 9,811 23,478
Overdue but not impaired
0 - 28 days 4,123 4,053
29 - 56 days 2,332 623
57 - 90 days 863 620
+ 90 days 1,392 988
Past due and impaired 4,025 3,946
22,546 33,708
(i) Not overdue amount includes unbilled amount of $9,077,275 (2016: $12,307,000).
Non-energy receivables
Not overdue 3,502 1,152
Overdue but not impaired
Overdue: 30 days 441 357
60 days 16 15
90 days 538 15
120 days 83 3
+ 120 days 182 487
Past due and impaired 409 525
5,171 2,554

The other classes of receivables do not contain impaired assets. Based on the credit history of these other classes,
it is expected that these amounts will be received in full.

(e) Other receivables

These amounts generally arise from transactions outside the usual operating activities of the Corporation. No
significant risk is believed to be attached to other receivables.

(f) Fair value

Due to the short-term nature of these receivables, their carrying amount is approximate to their fair value.
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8. Inventories
(a) Accounting policy

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

» Liquid fuels - weighted average cost basis; and
» Consumables - weighted average cost basis
Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of

completion and the estimated costs necessary to make the sale.

(b) Amounts recognised in Statement of Financial Position

30 June 30 June

2017 2016

$'000 $'000

Fuel 944 670
Materials 11,354 14,644
Total inventories 12,298 15,314

9. Derivative financial instruments

(a) Accounting policy

(i) Derivatives

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

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

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

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

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

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

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

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

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

(iii) Fair value hedges

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

(iv) Derivatives that do not qualify for hedge accounting

For derivatives that do not qualify for hedge accounting, any changes in fair value are recognised immediately in
Statement of Comprehensive Income.

(v) Embedded derivatives

Derivatives embedded in contracts that change the nature of the host contract's risk are separately recorded at fair
value with movements recorded in Statement of Comprehensive Income.

(vi) Commodity Swaps

Horizon Power is exposed to movements in the Gasoil price through the purchase of fuel for its diesel power stations
as well as fuel consumption by its power producers. Horizon Power has entered into AUD denominated commodity
swaps to obtain economic hedge against increases in wholesale crude oil prices and falls in the AUD/USD exchange
rate. Horizon Power's policy is to hedge forecasted fuel cost for 1 year forward at 80% of forecast. In the year ended
30 June 2017, an unrealised loss of $1,210,158 was recognised in Statement of Comprehensive Income (2016:
unrealised gain of $241,477).

(b) Amounts recognised in Statement of Financial Position

30 June 30 June
2017 2016
$'000 $'000

Current assets / (liabilities)
Commodity swaps (1,210) 241
Total current derivative financial instrument assets/(liabilities) (1,210) 241
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9. Derivative financial instruments (continue)
(c) Fair Value Hierarchy

The following table presents Horizon Power's derivative financial assets and financial liabilities measured and
recognised at fair value at 30 June 2016 and 30 June 2017, using a three level hierarchy, based on the lowest level
of input that is significant to the entire fair value measurement, being:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that Horizon Power can
access at the measurement date

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly or indirectly

Level 3: Unobservable inputs for the asset or liability

At 30 June 2017 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Liabilities

Commodity swaps used for hedging - 1,210 - 1,210

Total liabilities - 1,210 - 1,210

At 30 June 2016 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Assets

Commodity swaps used for hedging - 241 - 241

Total assets - 241 - 241

There were no transfers between levels during the financial year.

Valuation techniques for fair value measurement categories within level 2

Horizon Power utilise Gasoil commodity swaps to hedge its diesel exposure. Gasoil commodity swaps allow
Horizon to exchange a floating rate commitment for a fixed rate commitment, or vice versa. On maturity, there is a
cash settlement based on the difference between the Swap price and the Average Floating Price over the Swap
contract’s Calculation Period.

Horizon Power’'s commodity swaps are based on Singapore Gasoil 10 parts per million (ppm) sulphur and valued

in accordance with standard market practice. Valuation is based on discounting future swap cash flows with current
market gasoil futures pricing, interest rate curves and related exchange rates to determine their present value.

27



Horizon Power
Notes to Financial Statements
30 June 2017

(i) Horizon Power has recognised an operating lease over the Midwest Power Station. The lease term is 10 years and
is not terminable except in circumstances of un-remedied default.

26. Commitments (continued)

(d) Rental operating lease commitments

Horizon Power has commitments to property leases as at 30 June 2017. Lease rentals are subject to half yearly and
yearly reviews.

30 June 30 June
2017 2016
$'000 $'000

Commitments for minimum lease payments in relation to non-cancellable

operating leases are payable as follows:

Within one year 1,645 1,513
Later than one year but not later than five years 5,688 1,217
Later than five years 4,995 322
12,328 3,052

27. Economic dependency

A significant portion of Horizon Power’s revenue is derived from the Tariff Equalisation Fund (TEF), which is provided
in accordance with the Electricity Industry Act 2004. Western Power pays money into the TEF in amounts determined
by the Treasurer and the Minister for Energy. This money is released to Horizon Power as determined by the Treasurer.
Horizon Power has a significant dependency on the sufficient and timely flow of these funds to effectively remain a
going concern entity to continue carrying out its objectives, obligations and commitments in the foreseeable future.
Horizon Power began receiving revenue from the Tariff Equalisation Fund from October 2006.

28. Subsequent Events

There has not arisen in the interval between the end of the reporting period and the date of this report any matter or
circumstance likely, in the opinion of the Horizon Power Board, to affect significantly the operations of Horizon Power,
the results of those operations, or the state of affairs of Horizon Power in subsequent reporting periods.
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As part of an audit in accordance with Australian Auditing Standards, | exercise professional
judgment and maintain professional scepticism throughout the audit. | also:

Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Corporation’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Corporation’s
ability to continue as a going concern. If | conclude that a material uncertainty exists, | am
required to draw attention in my auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify my opinion. My conclusions are
based on the audit evidence obtained up to the date of my auditor’s report.

Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and
events in a manner that achieves fair presentation.

| communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that |

identify during my audit.

Matters Relating to the Electronic Publication of the Audited Financial Report

This auditor's report relates to the financial report of Regional Power Corporation for the year ended
30 June 2017 included on the Corporation’s website. The Corporation’s management is responsible
for the integrity of the Corporation’s website. This audit does not provide assurance on the integrity
of the Corporation’s website. The auditor’s report refers only to the financial report described above.
It does not provide an opinion on any other information which may have been hyperlinked to/from
these financial report. If users of the financial report are concerned with the inherent risks arising
from publication on website, they are advised to refer to the hard copy of the audited financial report
to confirm the information contained in this website version of the financial report.

AUDITOR GENERAL

FOR WESTERN AUSTRALIA
Perth, Western Australia

] September 2017
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