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Statement of Comprehensive Income

Revenue
Other Income
Total income

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

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/(loss) 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 2018

30 June 30 June

Notes 2018 2017
$'000 $'000

1 479,691 341,780

2 180,248 150,740
659,939 492,520

3(b) (222,395) (168,075)
3(b) (55,092) (50,900)
3(b) (57,844) (55,671)
3(b) (89,580) (88,388)
3(b) (11,562) (11,308)
3(b) (65,145) (68,866)
158,321 49,312

4(b) (46,462) (13,876)
111,859 35,436

17(c) 95 (71)
4(d) (29) 21
66 (50)

66 (50)

111,925 35,386

The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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Notes to Financial Statements
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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(c)).

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

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

* Lease commitments (Note 26(b) (i)).

New and amended accounting standards and interpretations -

New and amended accounting standards adopted

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.

New accounting standards and interpretations not yet adopted

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 Applicatio
date of " | Entity n date for
standard Financial Entity

Report

AASB 9, and Financial AASB 9 replaces AASB 139 Financial Instruments: Recognition 1 January 2018 | We have 1July 2018

reIevan_t Instruments and Measurement. Except for certain trade receivables, an entity performed an

amending S i o e i assessment of

standards initially measures a financial asset at its fair value plus, in the case the impact of

of a financial asset not at fair value through profit or loss (FVTPL), AASB 9 and
transaction costs. Debt instruments are subsequently measured at expect an

FVTPL, amortised cost, or fair value through other comprehensive
income (FVOCI), on the basis of their contractual cash flows and
the business model under which the debt instruments are held.

increase in the
provision for
doubtful debts

There is a fair value option (FVO) that allows financial assets on under the .
" i ; i - expected credit
initial recognition to be designated as FVTPL if that eliminates or loss madel

significantly reduces an accounting mismatch.

Equity instruments are generally measured at FVTPL. However,
entities have an irrevocable option on an instrument-by-instrument
basis to present changes in the fair value of non-trading
instruments in other comprehensive income (OCI) without

However, the
expected impact
is not
considered
material. We do
not expect any

subsequent reclassification to profit or loss. other changes
For financial liabilities designated as FVTPL using the FVO, the to the

amount of change in the fair value of such financial liabilities that is recognition and
attributable to changes in credit risk must be presented in OCI. The mn};al and
remainder of the change in fair value is presented in profit or loss, ?eas:fr:?ént of
unless presentation in OCI of the fair value change in respect of our financial

the liability's credit risk would create or enlarge an accounting instruments
mismatch in profit or loss. under AASB 9.

All other AASB 139 classification and measurement requirements
for financial liabilities have been carried forward into AASB 9,
including the embedded derivative separation rules and the criteria

8




















































Horizon Power
Notes to Financial Statements
30 June 2018

10. Intangible assets
(a) Accounting policy

Intangible assets acquired separately are capitalised at cost at the date of acquisition. Following initial recognition,
the cost model is applied to the class of intangible asset.

(i) Renewable energy certificates

Under the Renewable Energy (Electricity) Act 2000, parties on grids of more than 100 MW making wholesale
acquisitions of electricity (relevant acquisitions) are required to demonstrate that they are supporting the generation
of renewable electricity by purchasing increasing amounts of renewable energy certificates (RECs). The Act
imposes an annual liability, on a calendar year basis, by applying the specified Renewable Power Percentage and
Small-Scale Technology Percentage to the relevant volume of electricity acquired. These parties demonstrate
_compliance by surrendering RECs to the Office of the Renewable Energy Regulator (ORER): Large-Scale
Generation Certificates are surrendered annually between 1 January and 14 February for the previous calendar
year (compliance year). Small-Scale Technology Certificates are surrendered on a quarterly basis.

The RECs liability is extinguished by surrendering an equivalent number of RECs with a penalty applying for any
shortfall. Horizon Power has a contract with Electricity Retail and Generation Corporation, trading as Synergy, for
the acquisition of RECs. Horizon Power's liability is based on actual volume of electricity acquired for the last
calendar year multiplied by ORER specified Renewable Power Percentage for that year. RECs purchased from
external sources are recognised as intangible assets at their purchase price.

(ii) Amortisation

The useful lives of intangible assets are assessed to be either finite or indefinite. For intangible assets with finite
useful lives, an amortisation expense is recognised in profit or loss over the useful lives of the assets.

The useful lives and amortisation of Horizon Power’s major intangible asset classes are as follows:

Intangible asset Finite/infinite useful life Amortisation method Useful life
Computer software Finite Straight-line method 4 years
Patents, trademarks and other

rights Finite Straight-line method 10-15 years
Renewable Energy Certificates Infinite Not amortised

Amortisation rates are reviewed annually, and if necessary adjusted to reflect the most recent assessment of the
useful lives of the assets.

(iii) Disposal of assets
An intangible asset is derecognised upon disposal or when no future economic benefits are expected to arise from
the continued use of the asset. Any gain or loss arising from de-recognition of an intangible asset is measured as

the difference between the net disposal proceeds and the carrying amount of the asset, and is recognised in profit
or loss when the asset is de-recognised.

(b) Amounts recognised in statement of financial position

(i) Current assets
30 June 30 June

2018 2017
Renewable energy certificates $'000 $'000
Opening balance 4,380 1,679
Additions 4,122 9,255
Surrendered (7,301) (6,554)
Closing balance 1,201 4,380

25
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Notes to Financial Statements
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12. Property, plant and equipment (continued)
(vii) Impairment of assets

At each reporting date Horizon Power assesses whether there is any indication that an asset may be impaired, that is,
where events or changes in circumstances indicate the carrying value exceeds recoverable amount. The assessment
includes an evaluation of conditions specific to Horizon Power and to the particular asset that may lead to impairment
and include product and manufacturing performance, technology, economic and political environments and future
product expectation. Where an indicator of impairment exists, Horizon Power makes a formal estimate of recoverable
amount. Where the carrying amount of an asset exceeds its recoverable amount the asset is considered impaired and
is written down to its recoverable amount. Impairment losses are recognised in profit or loss.

There were no indicators of impairment to property, plant and equipment and intangible assets at 30 June 2018 (2017:
nil).

(b) Amounts recognised in statement of financial position

Buildings and Equipment Total
Freehold leasehold Plant and under finance
land improvements equipment lease at cost
$'000 $'000 $'000 $'000 $'000
Year ended 30 June 2018
Opening net book amount 12,218 78,282 1,230,925 257,201 1,578,626
Additions - 515 134,923 5,448 140,886
Disposals (101) (23,923) (29,805) - (53,829)
Depreciation charge - (2,350) (57,612) (25,130) (85,092)
Closing net book amount 12,117 52,524 1,278,431 237,519 1,580,591
At 30 June 2018
Cost 12,117 70,833 1,629,920 493,034 2,205,904
Accumulated depreciation - (18,309) (351,489) (255,515) (625,313)
Net book amount 12,117 52,524 1,278,431 237,519 1,580,591

Expenditure recognised in plant and equipment in the course of construction is $169,783,576. (2017: $137,934,982)

Horizon Power receives non-cash capital contributions in the form of gifted assets. The fair value of the non-cash
capital contributions included in the additions to plant and equipment in 2018 was $8,851,935. (2017: $8,548,829)

Buildings and Equipment
Freehold Leasehold Plant and under finance
landimprovements equipment lease at cost Total
$'000 $'000 $'000 $'000 $'000
Year ended 30 June 2017
Opening net book amount 12,402 79,742 1,149,281 282,655 1,524,080
Additions - 1,837 137,809 - 139,646
Disposals (184) (466) (581) - (1,231)
Depreciation charge - (2,831) (55,584) (25,454) (83,869)
Closing net book amount 12,218 78,282 1,230,925 257,201 1,578,626
At 30 June 2017
Cost 12,218 96,743 1,532,559 487,586 2,129,106
Accumulated depreciation - (18,461) (301,634) (230,385) (550,480)
Net book amount 12,218 78,282 1,230,925 257,201 1,578,626
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(defined contributions) made by the agency to GESB extinguishes the agency's obligations to the related
superannuation liability.

17. Retirement benefit obligations (continued)

(iij) Superannuation (continued))

The Liabilities for the unfunded Pension Scheme and the unfunded GSS transfer benefits attributable to members
who transferred from the Pension Scheme, are assumed by the Treasurer. All other GSS obligations are funded by
concurrent contributions made by the agency to the GESB.

The GESB and other fund providers administer public sector superannuation arrangements in Western Australia in
accordance with legislative requirements. Eligibility criteria for membership in particular schemes for public sector
employees vary according to commencement and implementation dates.

(b) Amounts recognised in statement of financial position

The amounts recognised in the Statement of Financial Position are determined as follows:

30 June 30 June
2018 2017
$'000 $'000
Present value of unfunded obligations (i) 1,648 1,769
Net liability in the statement of financial position 1,648 1,769
(c) Reconciliations
30 June 30 June
2018 2017
$'000 $'000
Reconciliation of the present value of the defined benefit obligation
Balance at the beginning of the year 1,769 1,724
Interest cost : 38 38
Actuarial losses (95) 71
Benefits paid (64) (64)
Balance at the end of the year 1,648 1,769
(d) Principal actuarial assumptions
The principal actuarial assumptions used follows:
e princip p used were as follows st e 30 Jurs
2018 2017
Discount rate 2.26% -2.60% 2.26%
Future salary increases 1.5%-42% 2.5%-3.5%
Expected future pension increases 2.5% 2.5%

18. Financial risk management

Horizon Power's principal financial instruments comprise receivables, payables, interest-bearing borrowings,
derivatives and cash and cash equivalents.

Horizon Power has developed a Financial Risk Management policy to provide a framework through which Horizon
Power maintains the appropriate level of control over financial and associated risks. The Treasury Management
Committee oversees treasury functions on behalf of the Board to ensure that significant financial and associated risks
are managed through a use of various financial instruments.

The main risks arising from Horizon Power's financial instruments are market risk, liquidity risk and credit risk. Horizon
Power's policies for managing each of these risks are summarised below.
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23. Related party transactions

Related parties of Horizon Power include:

Horizon Power

e all Ministers and their close family members, and their controlled or jointly controlled entities;

Notes to Financial Statements

30 June 2018

e all key management personnel and their close family members, and their controlled or jointly controlled

entities;

° other departments and statutory authorities, including their related bodies, that are included in the whole of
government consolidated financial statements;

e associates and joint ventures of an entity that are included in the whole of Government consolidated financial
statements; and

e the Government Employees Superannuation Board (GESB).

Transactions with State Government related entities include the sale of electricity in the ordinary course of
business on normal commercial terms. Other significant transactions include:

Transactions during Amount
Government Details of 201718 owed by Commitments Refer to
Entities Transactions Horizon $000 note
Payment Receipt Power
$000 $000 $ 000
Purchase of
Western : A
- — inventories 5,069 - 319 22
Synergy Purchase of power 30,695 - - 1,454
Western Debts 170,550 87,314 679,714 Note 16
Australia
Treasury
Corporation Borrowing costs 26,661 - 5,316 Note 3
Water Water supply to power 1,290 7 140
Corporation stations
Tariff Equalisation - Note 2 (a)
Fund - 167,000
Department of
Treasury Community Service - 14,985 Note 1 (b)
Obligations
Equity injections - 42,918 - - Note 19

Horizon Power had no material related party transactions with Ministers, Senior Officers or their close family members or
their controlled or jointly controlled entities
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Directors’ declaration

In accordance with a resolution of the Directors of the
Regional Power Corporation (trading as Horizon Power),
we state that:

In the opinion of the Directors:

a) the financial statements and notes of the Corporation
are in accordance with Schedule 4 of the Electricity
Corporations Act 2005, including:

i. giving a true and fair view of the Corporation’s
financial position as at 30 June 2017 and of its
performance for the 12-month period ended on that
date; and

ii. complying with Accounting Standards, AASB
Interpretations and Corporations Regulations, and

b) there are reasonable grounds to believe that the
Corporation will be able to pay its debts as and when
they become due and payable.

On behalf of the Board

A

Stephen Edwvell

Chairman

M M adaz/éie,m/[ﬁ?f

Rosemary Wheatley
Deputy Chair

5 September 2018

















