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SP AUSNET BUSINESS REVIEW

This Business Review is designed to provide securityholders
with an update on the operations and performance of
SP AusNet throughout the course of the year in a concise
and easy-to-read format.
Key financial statements have been included at the back of
this document and financial highlights are featured throughout.
The full financial reports and corporate governance sections
form the Statutory Annual Report.
Securityholders who have opted not to receive hard
copy accounts from SP AusNet will not receive a copy
of the Statutory Annual Report in the mail. However,
these reports can be viewed and downloaded online at
www.sp-ausnet.com.au.
We hope you continue to find the Business Review useful
and informative.
Please note: This Business Review is NOT a concise Annual
Report under Section 314 of the Corporations Act 2001.
Securityholders should refer to the Statutory Annual Report
for more comprehensive information about SP AusNet and its
operations and performance.
Securityholders who have questions about SP AusNet can
contact investor.enquiries@sp-ausnet.com.au. For queries
about your securityholding, contact Computershare
on 1300 368 103.
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REPORT CARD
SP AusNet has achieved:

✓ Solid underlying net profit after tax (NPAT) of A$177.2 million driven by strong revenues
✓ Total Revenue of A$1,169.4 million, up 10.8 per cent on last year, driven by favourable price / volume and weather impacts
and the commencement of the new transmission and gas regulatory periods

✓ A final distribution of 5.927 Australian cents, resulting in total distributions for the year of 11.854 Australian cents,
representing growth of 2.5 per cent on prior year

✓ Total capital investment of A$471.5 million to secure future regulated revenues
✓ More than 26,400 new customers connected to our network
✓ Its target of 84 per cent customer satisfaction across SP AusNet’s electricity and gas distribution networks for the year
✓ Recognition through a number of awards at the corporate and individual levels for customer service, human resourcing
initiatives, procurement and sustainability

We have also…

✓ Continued to improve service to our 1.2 million gas and electricity customers by investing in upgrading and maintaining
our networks, with less interruptions to supply

✓ Received an Award for ‘Labour Relations/Human Capital Management’ acknowledging our focus on diversity as part of
the Ethical Investor Australian Sustainability Awards

✓ Become the first business in Australia to receive certification to British Asset Management Specification
✓ Successfully completed a £250 million ten-year Sterling bond issue to raise approximately A$537.5 million at competitive rates

and finalised new three year bank debt facilities to raise A$325.0 million (that includes $50m that was refinanced subsequent
to the lodgement of the financial statements)

✓ Received reaffirmation from Moody’s of our ‘A’ range investment grade credit rating
✓ Secured new long-term operational arrangements to deliver niche asset services growth and expanded the SP AusNet footprint
into New South Wales

✓ Provided employees with an average of approximately 28.5 hours employment and career related development
✓ Established a new organisational structure to align better with our strategies
✓ Announced an accelerated non-renouncable pro-rata entitlement offer to raise up to A$415 million, with distributions for
the 2009/10 financial year expected to be 8.0 Australian cents per security
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OUR PURPOSE

OUR VALUES

OUR STRATEGY

At SP AusNet we use our experience and expertise to safely
and reliably own and operate utility infrastructure to deliver
exceptional value.

Safety

Sustainability

–– Safety is our way of life
–– Protect and respect our community and our people

SP AusNet understands the importance of conducting
business and delivering energy in a sustainable manner.

Passion

We are committed to continually improving our network
performance by investing in the upgrade and maintenance
of our networks.

It is our vision to make the important things in life happen,
today and tomorrow, for our employees and the communities
in which we operate.

–– Bring energy and excitement to what we do
–– Be innovative by continually applying creative solutions
to problems

Teamwork
–– Support, respect and trust each other

The strong outcomes from our regulatory resets and debt
refinancing reinforce our financial sustainability.

Growth
We will continue to profit from organic growth as we meet
the increasing energy demands of the state of Victoria and
particularly the growth corridors around the city of Melbourne.

–– Continually learn and share ideas and knowledge

We continue to leverage our expertise, capabilities and existing
assets to create new streams of revenue.

Integrity

Our financially robust position allows us to take advantage of
investment opportunities that may arise.

–– Act with honesty
–– Practise the highest ethical standards

We will continue to evaluate the acquisition of infrastructure
assets in Australia and New Zealand.

Excellence

People

–– Take pride and ownership in what we do

We are committed to building a high performance, safety
and customer focused culture that attracts, retains, engages
and develops our people.

–– Deliver results and continually strive for the highest quality

We will continue to recruit, develop and retain the best
apprentices, graduates and trainees to sustainably and
successfully skill for the future.

Transmission easements near South Morang

Financial stability

SP AusNet is the largest diversified energy
infrastructure business in Victoria.
It owns and operates a state-wide electricity
transmission network, as well as an electricity
distribution network in eastern Victoria and
a gas distribution network in western Victoria.
6

SP AusNet continues to aim for an ‘A’ range credit rating
and revenue certainty through our regulated revenues,
driving stability for securityholders through prudent financial
management.

Network performance
We are committed to continually improving our network
performance by investing in the upgrade and maintenance
of our networks.

Kelly Burkett from our Electricity Connections Team
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CHAIRMAN’S AND
MANAGING DIRECTOR’S REPORT
Dear Securityholders,
In a challenging year marked by turbulence in the financial marketplace and extreme weather-related events, SP AusNet delivered a
strong underlying operational and financial performance in the 2008/09 financial year. SP AusNet achieved an underlying net profit
after tax (NPAT) from continuing operations of A$177.2 million1. This performance enabled the Directors to declare a final distribution
of 5.927 Australian cents, bringing the full year distribution to11.854 Australian cents.

During the past year, SP AusNet also established a Distribution Reinvestment Plan (DRP), which provides eligible securityholders
with a convenient method of reinvesting all or part of their distributions in additional stapled securities. The DRP was in place for
the 2008/09 interim distribution and also applies to the 2008/09 final distribution. This provides investors a cost-effective means of
increasing their holdings in SP AusNet by reinvesting all, or part of, their distributions in the form of additional securities at a discount
to the market price without brokerage or other transaction costs.

SP AusNet’s revenues of A$1,169.4 million are up 10.8 per cent on last year due to the commencement of new regulatory periods for
our transmission and gas networks, as well as increased demand growth in Victoria and the continuing investment in our regulated
asset base.

The business was impacted by the extreme weather conditions faced by Victoria this year, including storms, heatwaves and
bushfires. These conditions have been confronting and challenging for all involved. The bushfires in Victoria in February 2009,
in particular, had a tragic impact on Victorian community and we offer our continued support for everyone affected.

As a key element of our strategy, we have continued to drive organic growth of our regulated asset base throughout the year.
Capital investment in our networks during the past 12 months totalled A$471.5 million. These investments sustained or improved
service for customers and secured future regulated revenues for the business.

We would like to recognise the contributions of our staff for their outstanding and tireless efforts during these crisis events in restoring
services to affected customers as quickly and safely as possible. We would like to join with our staff in thanking the communities
affected by these fires for the support and encouragement they gave to our crews at such a difficult time.

SP AusNet completed long-term agreements with SPI (Australia) Assets Pty Ltd to deliver competitive niche services to
the Jemena group of companies and to obtain enhanced operational efficiencies through shared Information Technology services.
Through these agreements, we have extended our footprint to introduce these niche services into New South Wales. SP AusNet
also implemented a new operating structure to provide sharper focus and grow the niche services business, to enable its exposure
to the wider market.

As a result of these fires, a Royal Commission of Inquiry was established and SP AusNet is extending its full support and assistance
to the Inquiry. On 16 April 2009, SP AusNet was served with a writ, an earlier version of which was previously filed in the Supreme
Court of Victoria on 16 February 2009. SP AusNet believes the claim is both premature and inappropriate, given the establishment
of the 2009 Victorian Bushfires Royal Commission and SP AusNet will vigorously defend the claim. However, if the claim is pursued,
SP AusNet has liability insurance which provides cover for bushfire liability. SP AusNet reviews its insurance cover annually and
ensures it is commensurate with the scale and size of its operations and the risks assessed to be associated with its operations and
with industry standards and practice.

Despite the volatility in debt markets, SP AusNet successfully refinanced A$537.5 million of debt at competitive rates in June 2008
and A$325.0 million in May 2009. This demonstrates the strength of our underlying business fundamentals with an ‘A’ range credit
rating and illustrates the continuation of our prudent debt strategy. We continue to maintain a well-diversified debt profile by both
maturity date and funding source, which further reinforces the stability of SP AusNet and distinguishes us in the current market
environment.
On 1 May 2009, the Australian Energy Regulator released its final decision on the review of the weighted average cost of capital
(WACC) for all electricity businesses in Australia. This decision provides revenue and regulatory certainty for the next five years and
is an improvement on the previously proposed position.
In May 2009, SP AusNet completed a capital management review in light of continuing uncertainties in financial markets,
the Australian Energy Regulator’s final WACC decision and strong energy demand in Victoria, which continues to drive significant
growth opportunities across our regulated and unregulated businesses.
In response, SP AusNet announced the following capital management initiatives to ensure flexibility to fund future growth and deliver
sustainable returns:

SP AusNet always makes safety a priority and we have worked hard to ensure that our safety record, asset management and
maintenance programs are in line with or better than industry practice. SP AusNet’s bushfire mitigation and vegetation management
programs fully comply with Electricity Safety (Bushfire Mitigation) Regulations and are audited annually by Energy Safe Victoria.
All bushfire mitigation programs, including vegetation management, were completed prior to the declaration of the bushfire season
in December 2008.
SP AusNet continues to recruit apprentices, graduates and trainees in support of our ‘Skilling for the Future’ program to ensure we
operate sustainably. Our efforts were recognised in the annual Ethical Investor Australian Sustainability Awards in December, where
we received the national ‘Labour Relations/Human Capital Management’ award.
This year, SP AusNet became the first business in Australia to receive certification to British Asset Management Specification
– BSI PAS 55. The specification is recognised as the leading global standard against which asset-intensive industries, such as
utilities, are benchmarked. This achievement demonstrates the high quality of asset management we deliver.

–– Following completion of a review of SP AusNet’s distribution policy, it is expected that distributions for the 2009/10 financial year
will be 8.0 Australian cents per security, representing a yield of 10.3 per cent based on the offer price.

We have been developing innovative approaches to asset management and maintenance with industry-leading initiatives such as
automated feeder switching and remote control asset monitoring devices. We are also using innovation to leverage efficiency and
opportunities from existing assets with the installation of modular substations and investigations into generating renewable electricity
that is normally lost from our gas distribution assets. These initiatives are also in line with our goal of continuing to improve customer
service and the sustainability of the business.

SP AusNet is undertaking these capital management initiatives to meet significant organic growth funding requirements, provide
financial resilience, support its existing ‘A’ range credit rating and appropriately adapt to the changing regulatory environment.

We would like to thank the Leadership Team and all our employees for their great efforts and achievements over the past 12 months,
particularly during a time of significant business disruption.

–– A one for four non-renounceable pro-rata entitlement offer to raise up to A$415 million at an offer price of A$0.78 (S$0.86)
per stapled security; and

And finally, we would like to thank all investors for your continued support. We look forward to the year ahead as we continue
to provide you with a stable and secure investment today and into the future.
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Adjusted for non-cash impairment of meters to be replaced
under the Advanced Metering Infrastructure rollout of program
of A$43.3 million pre-tax and A$30.3 million post-tax

		 Mr Ng Kee Choe

		 Mr Nino Ficca

		 Chairman

		 Managing Director
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BOARD OF DIRECTORS
Ng Kee Choe

Jeremy Guy Ashcroft Davis AM

Chairman – Non-executive
Bachelor of Science (Honours), University of Singapore
Mr Ng is Chairman and Director of Singapore Power Limited.
He also serves as Chairman and Director of NTUC Income Insurance
Co-operative Limited and as President-Commissioner of PT Bank
Danamon Indonesia, Tbk. He is also a Director of Singapore
Airport Terminal Services Limited, Singapore Exchange Ltd and
Fullerton Financial Holdings Pte Ltd. He is also a member of the
Temasek Advisory Panel, International Advisory Council of China
Development Bank and Chairman of Tanah Merah Country Club. Mr
Ng was formerly Vice-Chairman and Director of DBS Group Holdings.
He retired from his executive position with DBS Group Holdings Ltd
in 2003 after 33 years of service in various executive roles.

Non-executive Director
Bachelor of Economics (Honours), University of Sydney
MBA, Stanford University
AM (Economics), Stanford University
FAICD
Professor Davis is a Professor Emeritus of the University of New
South Wales, after retiring from the Australian Graduate School of
Management (AGSM) in 2006. He is a Director of Singapore Power
Limited, Transurban Group and CHAMP Ventures Pty Ltd. He is Deputy
Chairman of AMWIN Management Pty Ltd. Previously, Professor
Davis spent ten years as a management consultant with the Boston
Consulting Group and has served as a Director of the Australian Stock
Exchange Ltd.

Nino Ficca
Managing Director
Bachelor of Engineering (Electrical) (Honours), Deakin University
Graduate Diploma in Management, Deakin University
Advanced Management Programme, Harvard Business School, USA
Mr Ficca has over 25 years’ experience in the energy industry,
including numerous senior management roles with SPI PowerNet
Pty Ltd including as Managing Director since 2003.
He also
serves as a Director of SPI Management Services Pty Ltd and of
Enterprise Business Services (Australia) Pty Ltd. He is a member of
the Australian Institute of Company Directors.
Mr Ficca was
formerly Deputy Chairman and Director of the Energy Supply Association
of Australia.

Pictured below from left to right
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Eric Gwee Teck Hai
Non-executive Director
Bachelor of Engineering (Mechanical), University of Melbourne
Mr Gwee is a Director of Singapore Power Limited and Chairman of
SP Services Limited. He is also a Director of WorleyParsons Ltd and
of Melbourne Business School Ltd. He has served as Chairman of the
Board of Governors for the Institute of Technical Education (ITE) and
ITE Holding Pte Ltd, both in Singapore. Mr Gwee has also served as
Chairman of CPG Corporation Pte Ltd and the Public Transport Council
and was formerly a Director of ExxonMobil Singapore Private Ltd.

Ian Andrew Renard
Independent Non-executive Director
Bachelor of Arts, University of Melbourne
Master of Laws, University of Melbourne
Doctor of Laws (Hon), University of Melbourne

Mr Renard is trustee of the R E Ross Trust and former Chancellor of the
University of Melbourne. He served as a partner of the law firm Arthur
Robinson & Hedderwicks from 1979 to 2001, including as the firm’s fulltime Managing Partner from 1989 to 1991. Mr Renard is a Director of
CSL Ltd and a Director of Hillview Quarries Pty Ltd.

Ho Tian Yee
Non-executive Director
Bachelor of Economics (Honours), Portsmouth University, UK
Mr Ho is currently the Managing Director and principal shareholder of
Pacific Asset Management (S) Pte Ltd, a fund management company.
Mr Ho was previously the General Manager and Managing Director
of Bankers Trust Co. Singapore. Mr Ho currently serves as a nonexecutive Director of Singapore Exchange Ltd, and Fraser & Neave Ltd.
He is also Chairman of Times Publishing Ltd, a subsidiary of Fraser &
Neave as well as a member of the Risk Committee of the Government
of Singapore Investment Corporation and a member of the Investment
Committee of the Mount Alvernia Hospital. Mr Ho is a Board member
of Singapore Power Ltd.

George Allister Lefroy
Independent Non-executive Director
Bachelor of Engineering (Honours), University of Western Australia
Master of Engineering Science, University of Western Australia
PhD in Chemical Engineering, Cambridge University
Dr Lefroy is President Commissioner of PT Chandra Asri, Jakarta. He
was formerly Executive Vice President of Shell Chemicals Ltd and a
Director of Singapore Power Limited and Australian Power and Energy
Limited (now Monash Energy Holdings Limited).

Antonino (Tony) Mario Iannello
Independent Non-executive Director
Bachelor of Commerce, University of Western Australia
Advanced Management Programme, Harvard Business School, USA
Mr Iannello is a Director of HBF Health Fund Inc (and Chairman of its
subsidiary HBF Insurance Pty Ltd), Chairman of MG Kailis Group of
Companies, Chairman of Aviva Corporation Ltd and Chairman of Harrier
Resourcing People Pty Ltd. He is also a member of the Murdoch
University Senate and Pacific Road Corporate Finance Advisory
Board. Mr Iannello was formerly Managing Director of Western Power
Corporation and previously he held a number of senior executive roles at
the Bank of Western Australia.

Martyn Kenneth Myer AO
Independent Non-executive Director
Bachelor of Engineering (Mechanical), Swinburne College of Technology
Master of Engineering Science, Monash University
Master of Science in Management, Sloan School of Management,
Massachusetts Institute of Technology (MIT)
Mr Myer has extensive experience in financial services, engineering and
biotechnology. He is Chairman of Cogstate Ltd (a health services company
involved in cognitive performance testing), and a Director of Diversified
United Investments Ltd and the Royal Institution of Australia. He was
formerly a Director of Coles Myer Limited and was Managing Director
of Merlyn Asset Management Pty Ltd, a boutique funds management
company. Prior to his move into the financial services industry, he had
extensive experience with some of Australia’s leading manufacturers. Mr
Myer was formerly Vice President of the Myer Foundation. He is involved
in several philanthropic activities, including as a member of the board of
the Florey Neuroscience Institutes at the University of Melbourne and a
member of the Council of the University of Melbourne.
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OPERATIONAL REPORT

ELECTRICITY TRANSMISSION
Overview

Upgrades and extensions

SP AusNet’s electricity transmission network consists of more
than 6,500 km of transmission lines that carry electricity from
power stations to electricity distributors and large customers
around Victoria. The network is centrally located among
the five eastern states of Australia that form the National
Electricity Market and provides key links between the electricity
transmission networks of South Australia, New South Wales
and Tasmania.

Throughout the year, SP AusNet has successfully completed
the major augmentation of the South Morang Terminal Station
to meet growing demand in the Victorian northern corridor,
which is expected to become the third fastest growing
municipality in Australia over the next two years.

During the 2009 financial year, the electricity transmission
network:
–– Contributed A$492.2 million in revenue to SP AusNet’s
financial performance and allowed customer-initiated
network augmentations to be implemented
–– Had A$140.1 million invested in capital expenditure to
improve network performance
–– Transmitted 51,777 GWh in electricity

Performance and reliability

In February 2009, SP AusNet negotiated a connection services
agreement for the Waubra Wind Farm. This customerinitiated project will replace the need for other forms of energy
generation that will also help Victoria meet the growing
demand for electricity. The Waubra Wind Farm is expected
to help meet the Victorian Government’s target of 10 per cent
of renewable energy in the sector by 2016. The wind farm is
slated to be fully operational by the end of June 2009.
During the year the company also undertook refurbishment of
the Malvern Terminal Station and commenced planning for
the rebuilding of new terminal stations in Thomastown,
Ringwood, Richmond, Geelong and Hazelwood.
Building works are expected to commence in the 2009/10
financial year.

The reliability measure for the electricity transmission network
minutes off supply was 7.46 minutes. During 2008 there was
a significant and abnormal incident of 7.450 minutes off supply
that affected supply to an industrial customer. Excluding this
incident, the result would have been 0.006 minutes off supply,
which would have come in well under the internal efficiency
target of 1.15 minutes off supply. The number of system
incidents where load was lost, improved from ten events in
2007/08 to three events in 2008/09.

SP AusNet, Victoria’s largest energy transmission and
distribution business, will continue its focus on organic
growth and innovation in the 2009/10 financial year and to
enhance safety and reliability for customers, communities
and employees.
SP AusNet’s business comprises essential electricity
transmission and distribution infrastructure and gas distribution
pipelines, which together deliver energy to more than one
million customers across Victoria. Most of SP AusNet’s
revenue (approximately 90 per cent) comes from operating
these regulated assets; however, the business is continually
building and expanding its non-regulated service-based
businesses and looking for ways to innovate.
The strong financial results reported by SP AusNet for the
2009 financial year are a testament to the high performance
of SP AusNet’s underlying businesses and assets.
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Dean Walker, Lineworker, with Peter Rowley,
Planner Lineworker, from Sale preparing cable
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ELECTRICITY DISTRIBUTION

GAS DISTRIBUTION

Overview

Upgrades and extensions

Overview

Performance and reliability

The electricity distribution network carries electricity from
the transmission network to substations for distribution to
connected electricity customers in eastern metropolitan
Melbourne and eastern Victoria. The network is 47,000 km
in length, spans an area of approximately 80,000 square
kilometres and services more than 600,000 customers.

As part of SP AusNet’s commitment to meeting the electricity
needs of the outer northern metropolitan area of Melbourne,
one of the largest growth corridors in Victoria, major projects
have commenced to secure electricity supply for an extra
120,000 customers in the region. The Northern Corridor
project includes the installation of a new 66 kV switchyard at
the existing Kilmore South zone sub station, rebuilding
the existing pole line in Wollert and installing a new 66 kV line
between Kilmore South zone substation and
Epping Kilmore Road.

The gas distribution network carries natural gas from
the principal transmission pipeline system to connected
customers. More than 554,000 customers across 60,000
square kilometres of central and western Victoria received
natural gas through SP AusNet’s 9,694 km distribution and
transmission pipeline networks.

The gas distribution network’s reliability measure is also
the total number of minutes, on average, that a customer
could expect in unplanned interruptions to the gas supply
during a calendar year. During the 2008 calendar year,
an average 0.82 minutes of unplanned interruptions were
experienced by SP AusNet’s gas distribution customers.
This is a positive result, below the internal target of 1.00 minute
that SP AusNet set for itself. In particular, the Natural Gas
Extension Program, completed in Victoria’s west, increased
the reliability and efficiency of gas services in the region.

During the 2008/09 financial year, the electricity distribution
network:
–– Contributed A$509.2 million in revenue to SP AusNet’s
financial performance
–– Had A$262.4 million invested in capital expenditure to
improve network performance and implement network
augmentations
–– Distributed 7,894 GWh in electricity
–– Had approximately 9,400 additional customers connected
across eastern Victoria

The Advanced Metering Infrastructure (AMI) Program will
deliver smart meters to SP AusNet’s residential electricity
consumers during a four year rollout to be completed by 2013.
The AMI Program will ensure SP AusNet meets its regulatory
obligations, as well as providing the business with access to
strategic benefits such as:
–– improved existing network asset efficiency;
–– improved network reliability and performance; and

Performance and reliability

–– reduced operating costs.

The electricity distribution network’s reliability is measured
as the total number of minutes, on average, that a customer
could expect in unplanned interruptions to the electricity
supply during a calendar year. For the 2008 calendar year,
interruptions to the electricity distribution network were
measured as 129 minutes compared to SP AusNet’s internal
target of 172 minutes and the regulator’s target of
179 minutes.

SP AusNet is a key participant in the AMI Program, led by
the Victorian State Government in an effort to better manage
electricity usage by installing smart electricity meters and
supporting infrastructure that allows usage to be measured
in ‘real time’. The Victorian ‘smart meter’ rollout is the largest
program of work undertaken by energy distributors since
deregulation in Australia.

During the 2009 financial year, the gas distribution network:
–– Contributed A$179.2 million in regulated revenue to
SP AusNet’s financial performance
–– Had A$69.0 million invested in capital expenditure to extend
the network and improve network performance
–– Distributed 75.3 PJ of gas
–– Had approximately 17,000 additional customers connected
across western Victoria

Upgrades and extensions
SP AusNet has continued its extensive gas mains renewal
program, improving supply capacity and making the gas
distribution network safer and more reliable.
Key gas projects for the year include the extension of
natural gas to Elliminyt, installation of the Plumpton City
Gate, installation of the Portarlington Road Field Regulator,
reinforcement works across the western suburbs of Melbourne
and contributing to key infrastructure projects such as
the Geelong Bypass.

The electricity distribution business was significantly affected
in 2009 by bushfires, extreme heat conditions and storms.
SP AusNet, however, continues to monitor and improve
business resilience and operational response to incidents of
this nature. The company is in the final stages of implementing
an organisation-wide program to improve reliability. Known
internally as the ‘S Factor program’ the objective is to reduce
the duration of interruptions to supply during a year of
‘average’ climatic conditions to 140 minutes by the end of
2010. The impact of the program, reduced supply disruption
to 129 minutes - a figure below the 2010 target, and delivered
ahead of schedule.
Improved performance was achieved through a continued
focus on preventative maintenance with a number of innovative
measures including automated feeder switching, enhanced
outage response, the upgrading and use of remote control
devices to restore power more quickly, and the completion
of upgrade projects. Other company-wide initiatives, such
as the use of non-operational employees to assist in crisis
management, have also allowed the business to improve
operational response and reduce the impact of network
outages. This was successfully enacted during the wind
storms experienced in April 2008 and again during extreme
weather in January and February 2009.
14

Sean Attley inspecting Instrumentation on
SP AusNet’s Gas Distribution Network
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SERVICES

FINANCIAL STABILITY

In 2007/08 SP AusNet successfully completed a project to
streamline its asset management function by bringing some
of its field services processes back in-house. This was
followed in 2008/09 by a functional review to align SP AusNet’s
organisational structure with the strategic intent of growing
the unregulated niche services business. Our restructuring
and positioning of these service businesses has resulted in
increased efficiency with more of our services knowledge and
technology residing in-house.

The recent commencement of new regulatory periods for
both electricity transmission and gas distribution networks
means that SP AusNet’s revenues for both these elements
of SP AusNet’s business are locked in with almost 100 per
cent of regulated revenues set to 2011. SP AusNet’s strong
and stable position in a turbulent market was recognised by
Moody’s who reaffirmed the company’s ‘A‘ range investment
grade credit rating in July 2008.
SP AusNet’s strong fundamentals enabled the company to
refinance under difficult market conditions with the successful
refinancing of A$537.5 million under a ten-year Sterling bond
issue in June 2008. The successful refinancing of this facility,
together with A$325.0 million three-year bank debt facilities
(that includes $50m that was refinanced subsequent to
the lodgement of the financial statements), completed in
May 2009, in a time of very tight debt markets, demonstrates
the strength of SP AusNet’s investment grade credit rating
and experience in managing the capital requirements of its
business. This also represents a continuation of SP AusNet’s
prudent strategy of having a well-diversified maturity profile,
together with well-diversified sources of debt.

Select Solutions is the new commercial arm of SP AusNet,
bringing together our existing services including Data and
Measurement Solutions (DMS), Technical Services and
Utility Services, such as vegetation management and asset
inspection, into one division. SP AusNet reached long-term
agreements with SPI (Australia) Assets Pty Ltd to deliver
competitive niche services to the Jemena group of companies.
Through these agreements, we have extended our footprint
to introduce these niche services into New South Wales.
The contribution from these arrangements is expected to
increase over time as SP AusNet leverages its skills and
experience in these areas.
The Technical Services group this year expanded its service
offering into gas with the acquisition of a Gas Technical
Service’s Laboratory in New South Wales and the creation of
a new Gas SCADA team servicing the control and automation
markets. This, coupled with the existing services of condition
monitoring, chemical testing, energy metering and electrical
calibration to the energy industry, allowed the group to see
significant growth of greater than 60 per cent in customer
revenues during 2008/09.

In May 2009, SP AusNet completed a capital management
review in light of continuing uncertainties in financial markets,
the Australian Energy Regulator’s final WACC decision and
strong energy demand in Victoria, which continues to drive
significant growth opportunities across our regulated and
unregulated businesses.

SP AusNet also provides wholesale services to
telecommunications retailers and commercial/industrial
customers. This year, in a Victorian first, SP AusNet partnered
with several industry and community groups to use electricity
poles to expand fibre optic cable to east Gippsland.
The cable extension runs along the existing electricity network
and connects East Gippsland Institute of TAFE to broadband
as well as making fibre optic cable available to the wider
education sector in the region.

–– A one for four non-renounceable pro-rata entitlement offer
to raise up to A$415 million at an offer price of A$0.78
(S$0.86) per stapled security; and

AUST. CENTS
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12

2.5% GROWTH

11.270

11.564

1.014

1.606

3.093

3.273

7.163

6.685

10
8

11.854
3.822

4.531

6
4
2

Fully Franked Dividend
Interest Income
Tax Deferred Return of Capital

3.501

0
2006/07

2007/08

2008/09

Full Year 2008/09 Distribution Growth of 2.5%

RAB
VALUE ($bn)

3%

RAB CAGR 5.

5.0
4.0
3.0
2.0

Distribution Gas
Distribution Electricity
Transmission Electicity

1.0
0.0

2005

2006

2008

2007

2009

Regulated Asset Base as at March 09 is A$5.3bn
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growth and deliver sustainable returns:
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policy, it is expected that distributions for the 2009/10
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Select Solutions employees undertaking meter and
chemical testing and vegetation management.
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PEOPLE AND SAFETY
SP AusNet is a major provider of employment opportunities in
Victoria and values the skills and contribution of its staff.
The company runs specific initiatives to provide opportunities
to young people via apprenticeships and to improve
the skills of its existing workforce through a range of training
and development programs.
In October 2008, SP AusNet was the recipient of the Australian
Human Resource Institute’s (AHRI) ‘People Management
Initiative of the Year’ national award. SP AusNet was
recognised for its dedication and ongoing commitment to its
apprenticeship program that attracts school leavers to
the power industry.

Safety
SP AusNet values the safety of its communities, customers
and staff. For every million staff hours worked, SP AusNet
had a lost time injury frequency rate of 2.49 for all staff and
contractors. SP AusNet will continue to maintain a rigorous
focus on safety. SP AusNet has now implemented a new
safety plan that was the result of our engagement of safety
experts Dupont last year.
By providing information programs and resources, leadership
and cultural change at all levels of the business and rewarding
safety performance, SP AusNet will continue to strive to
become one of the safest and most reliable energy businesses
in the country.

Training
SP AusNet continues to adapt its training and recruitment
approach to meet the challenges of future workloads and
the pressures of an ageing workforce. SP AusNet’s ‘Skilling
for the Future’ program, which has been running for the past
few years, has the objective of identifying and nurturing young
talent as well as upskilling and advancing SP AusNet’s existing
workforce. SP AusNet places strong emphasis on hiring and
training apprentices across all regional town centres in which
SP AusNet has operations. This is particularly important
at a time of economic uncertainty when there are fewer
employment opportunities available.
In 2008/09, 25 apprentices and trainees became part of
the SP AusNet team. SP AusNet has also put the following
initiatives in place to attract young talent:
–– Victorian Energy Education and Training Program
VCE-aged students get involved in a comprehensive career
education program, gaining first-hand experience working
and training in Victoria’s energy networks
–– Australian Power Industry Bursary Program
Twelve first-year university students looking to study
electrical engineering are selected to receive a total bursary
of $8,000. Vacation work placements at SP AusNet are
offered to the bursary recipients who excel.
SP AusNet’s apprentice and trainee program saw
30 participants successfully conclude their training in 2008/09.
The training programs underway at SP AusNet will position
the business to meet the expected workload demands into
the future.
In December 2008, SP AusNet was recognised at the annual
Ethical Investor Australian Sustainability Awards for its focus on
diversity and acknowledgement of the greater contribution that
women can make to the male-dominated engineering industry,
winning the ‘Labour Relations/Human Capital Management’
award. The Australian Sustainability Awards recognise best
practice in corporate sustainability across Australian Securities
Exchange Listed companies.
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An employee having his eye examined at
SP AusNet’s employee expo in November 2008

INNOVATION
Innovation is an important aspect of the way SP AusNet does
business. Encouraged to adopt new and improved ways of
doing things, SP AusNet employees have developed innovative
approaches to asset management and maintenance,
partnering with universities and global industry leaders on a
number of groundbreaking projects.
This commitment to research, development and innovation
has put SP AusNet at the forefront of industry practice and
is already delivering increased efficiencies, cost savings and
improved service to customers.
SP AusNet has developed a customised automated feeder
switching system that assists in identifying the location of a
fault and, within one minute, switches the direction of supply
to minimise the impact on customers during an outage.
There are now more than 120 of these automation schemes
in operation throughout SP AusNet’s electricity distribution
network, improving reliability for customers, cutting disruption
time and delivering significant costs savings. The system will
be implemented further across the network during
the coming years.

SP AusNet is in the conceptual phase of a project to generate
renewable electricity from energy that is normally lost at
SP AusNet gas pressure reduction facilities. This innovative
and sustainable approach will turn wasted energy into a useful
resource for customers and save costs for the business.
During the last two years SP AusNet has also been developing
and building ‘smart network’ concepts and strategies that will
provide a pathway for improving customer service and creating
sustainable value for stakeholders through the intelligent
application of digital technologies. During 2008/09 further
blueprinting work and implementation scenario analysis was
carried out, which will result in a substantial investment in
‘smart network’ foundation building blocks in 2009/10.

Several new techniques of inspecting elevated assets have
also been implemented during the year. One of these is via
a device known as the ‘Drone’. The Drone is a small remotecontrolled unmanned aircraft that inspects assets using an
in-built camera. This provides a non-intrusive aerial view of
assets to assist in determining asset condition.
In another initiative that has been implemented, in partnership
with the University of Adelaide, SP AusNet uses image
processing technology to identify the condition of powerlines
from a series of high speed pictures captured by a helicopter.
Each of the images is linked to GPS coordinates so any line
abnormalities can be precisely located. These techniques are
proving useful in maintaining powerlines and will also be rolled
out for terminal and substation maintenance in
the coming year.
Also, the Condition Monitoring team has partnered with
Monash University to develop a suite of early warning systems
to predict plant failure and systems to minimise the risk of
failure. In a joint research project with Monash University,
SP AusNet developed non-intrusive methods for testing plant,
avoiding the need to take the plant offline and interrupt service
to customers. In October 2008, SP AusNet and Monash
University were awarded a Federal Government research grant
to continue developing non-intrusive testing mechanisms.
SP AusNet has moved to a new system of designing and
building substations, by using a modular concept.
The modular design approach decreases costs and improves
the speed at which substations can be delivered from the
time they are commissioned. This also means substations
can be tailored specifically for current requirements but later
upgraded as an area develops, helping to manage demand in
growth corridors. The concept was first conceived 12 months
ago, with the first modular substation to be built in Officer in
December 2009.
The unmanned drone inspecting electrical assets.
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COMMUNITY AND SUSTAINABILITY
Engaging with the community

Corporate sustainability

Supporting community initiatives

SP AusNet is committed to building stronger relationships
across the communities in which we operate our networks.
Maintaining positive community relationships is vital for our
business as it helps us to understand local needs and creates
a stronger working relationship to enable us to better address
concerns and identify solutions.

SP AusNet is committed to being a sustainable Australian
business and has committed to delivering an annual
Sustainability Report, the first of which was published in
July 2008.

SP AusNet runs a strong corporate sponsorship and
partnership program, in which we support local communities,
charities and organisations across our Victorian networks.

SP AusNet uses a variety of formal and informal methods to
maintain strong community links including:
–– Working with the local community, business and
government on a daily basis to provide operational solutions
to community energy needs
–– Hosting regional forums twice yearly across each of our
key regions – where issues of interest to our stakeholders
are discussed

This year’s report, complementary to our 2009 Statutory
Annual Report and Business Review, will be available from
July 2009 from SP AusNet’s website www.sp-ausnet.com.au.
The 2009 Sustainability Report will present a wide variety
of initiatives underway, focused around our customers,
community, environment and people and culture. It will include
reporting on measurable aspects of our business which affect
the environment or otherwise are relevant to the long-term
sustainablity of our business.

–– Engaging with key industry and business leaders through
our Stakeholder Consultative Committee each quarter to
discuss strategic approaches for our business

Along with monetary and in-kind contributions to key local
programs, SP AusNet also looks to identify sponsorships
where our employees can get involved – through awareness,
fundraising and participation.

Employee tree planting at Merri Creek

Key sponsorships and partnerships of the past year include:
–– SP AusNet and the Victorian Government contributed
$4 million through the On Farm Energy Grants program,
which aims to support Victoria’s agricultural industries and
assist farmers with power infrastructure upgrades that meet
their changing operational requirements. Around $1.8
million of the funds was committed to improve and upgrade
the SP AusNet distribution network area that supplies
electricity to farms in north eastern and eastern Victoria
–– Donating $100,000 and in-kind works to the Red Cross
Bushfire appeal

–– Participating at an industry level through energy groups,
including the Energy Networks Association (ENA) and
the Energy Supply Association of Australia (esaa)

–– SP AusNet employees volunteered their time to provide life
skills and job mentoring for long-term unemployed people
through the Juno Consulting ‘Passport to Work’ program

–– Partnering with local councils and communities
to support local business awards in key regional areas
across our networks

–– SP AusNet and the State Trustees Australia Foundation
together donated funding to three CFA regions across
eastern Victoria to help support the local CFA brigades
–– Partnering with local communities to support regional
awards, festivals and events such as the Tour of Bright
and the Wonthaggi Energy Innovation Festival
–– Continued its partnership with Very Special Kids as a
regional sponsor
–– Partnered with St John Ambulance to provide more than
20 First Aid kits to regional brigades
–– Through its Community Development Fund, SP AusNet
contributed $30,000 to community groups within
the Strathbogie and Wellington Shires
–– Contributed towards the Variety Christmas Party for special
children and the Children’s Party for Special Children
–– SP AusNet also further cemented its support for
environmental initiatives by contributing towards solar
lighting in the Heyfield Wetlands area
Alongside our corporate sponsorships, SP AusNet has a
silver partnership with Landcare Australia to fund revegetation
projects across Victoria that will improve the quality of
the landscape, and bird and animal habitats.
SP AusNet is also a Life Member of Greening Australia, with
involvement in the Greening Circle partnership to support
environmental education services throughout Victoria.
Details of the sponsorship criteria can be found on
SP AusNet’s website.
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Employee Chris Websdale donating first aids kits to St Johns.

Jim Haylock, Eastern Region Manager, launching
the solar lighting installation at Heyfield Wetlands
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The following financial information provides a summary of the results for SP AusNet.

INCOME STATEMENT
			

UNDERLYING

Expenses, excluding finance costs
Profit/(loss) from operating activities
Finance income

			

2008 $M

2009 $M

2008 $M

1,169.4

1,055.1

1,169.4

1,055.1

(668.9)

(607.8)

(712.2)

(632.4)

500.5

447.3

457.2

422.7

2

14.2

15.6

14.2

15.6

Finance expenses

(303.1)

(254.6)

(303.1)

(254.6)

Net finance costs

(288.9)

(239.0)

(288.9)

(239.0)

211.6

208.3

168.3

183.7

Profit/(loss) before income tax
Income tax (expense)/benefit

(34.4)

(40.1)

(21.4)

(32.7)

Profit/(loss) from continuing operations

177.2

168.2

146.9

151.0

-

6.4

146.9

157.4

Profit from discontinued operations (after tax)
Profit/(loss) for the year
Profit attributable to SP AusNet Transmission and
SP AusNet Finance Trust (minority interest)

154.9

104.3

Profit/(loss) attributable to SP AusNet Distribution

(8.0)

53.1

146.9

157.4

Total profit/(loss) for the year

2008 $M

Receipts from customers (inclusive of goods and services tax)

1,238.5

1,171.5

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

(553.0)

(524.5)

(25.7)

(33.6)

Cash flows from operating activities

Income tax paid
Interest received
Interest and other costs of finance paid
Net cash inflow/(outflow) from operating activities

6.99

7.52

Earnings per security for profit/(loss)
from continuing operations attributable to
the ordinary Securityholders of the Stapled Group
Basic and diluted earnings per security
(cents per security)

6.99

7.22

4.6

1.3

(315.6)

(241.3)

348.8

373.4

Cash flows from investing activities
(461.7)

(370.8)

Proceeds from sale of property, plant and equipment

Payments for property, plant and equipment

2.9

0.5

Net cash inflow/(outflow) from investing activities

(458.8)

(370.3)

Distributions paid

(218.5)

(238.8)

Proceeds from borrowings

1,263.2

2,617.2

Repayment of borrowings

(939.5)

(2,378.6)

105.2

(0.2)

Net increase/(decrease) in cash held

(4.8)

2.9

Cash and cash equivalents at the beginning of the financial year

12.0

9.1

7.2

12.0

Cash flows from financing activities

Net cash inflow/(outflow) from financing activities

Cash and cash equivalents at the end of the financial year

Earnings per security for profit attributable to
the ordinary Securityholders of the Stapled Group
Basic and diluted earnings per security
(cents per security)

For the year ended 31 March 2009

2009 $M

ACTUAL

2009 $M
1

Revenue

CASH FLOW STATEMENT

For the year ended 31 March 2009

The above cash flow statements should be read in conjunction with the Statutory Annual Report 2009.

The above income statements should be read in conjunction with the Statutory Annual Report 2009.

Footnotes
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1

Adjusted for non-cash impairment of meters to be replaced under Advanced Metering Infrastructure roll-out program
of A$43.3m pre-tax and A$30.3m post-tax.

2

Prior year adjusted for one-off transaction costs associated with the proposed acquisition of the Alinta assets and
businesses from Singapore Power International Pte Ltd which did not proceed, of A$24.6m pre-tax and A$17.2m post-tax.
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BALANCE SHEET
ASSETS

As at 31 March 2009

2009 $M

2008 $M

Cash and cash equivalents

2009 $M

2008 $M

0.5

0.5

(159.7)

68.1

565.5

617.3

406.3

685.9

Equityholders of SP AusNet Transmission and SP AusNet Finance Trust (minority interest)

1,821.5

1,924.6

TOTAL EQUITY

2,227.8

2,610.5

EQUITY
Equityholders of SP AusNet Distribution

Current assets
7.2

12.0

Receivables

182.7

134.5

Inventories

15.8

11.6

Derivative financial instruments

54.3

216.2

Other current assets

11.0

4.6

Total current assets

271.0

378.9

Contributed equity
Reserves
Retained profits

Non-current assets
Inventories

16.1

14.4

6,721.9

6,504.6

Intangible assets

354.5

354.5

Derivative financial instruments

455.4

151.6

0.9

15.5

Total non-current assets

7,548.8

7,040.6

TOTAL ASSETS

7,819.8

7,419.5

Payables and other liabilities

225.3

198.3

Borrowings

225.1

331.1

Derivative financial instruments

240.0

43.9

2.0

6.3

51.0

47.3

743.4

626.9

4,267.1

3,340.1

245.9

447.2

5.0

5.9

237.3

370.5

93.3

18.4

Total non-current liabilities

4,848.6

4,182.1

Total liabilities

5,592.0

4,809.0

NET ASSETS

2,227.8

2,610.5

Property, plant and equipment

Other non-current assets

These balance sheets should be read in conjunction with the Statutory Annual Report 2009.

LIABILITIES
Current liabilities

Current tax payable
Provisions
Total current liabilities
Non-current liabilities
Borrowings
Derivative financial instruments
Other liabilities
Deferred tax liabilities
Provisions
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GLOSSARY

26

AEMC

Australian Energy Market Commission

AER

Australian Energy Regulator

ASX

Australian Securities Exchange

CAGR

Compound Annual Growth Rate

ESC

Essential Services Commission

GWh

A measure of electricity consumption equivalent
to using 1,000 megawatts of power over a period
of one hour

km

kilometres

kV

kilovolts, the amount of electric force carried
through a high-voltage transmission line is
measured in kilovolts

MVA

mega volt amperes, is equal to one million
volt amperes

MW

megawatt, unit of electrical power equal to
one million watts

PJ

petajoule, a joule is a unit of energy.
A petajoule is 1015 joules

RAB

Regulated Asset Base

SGX-ST

Singapore Exchange Securities Trading Limited

SP AusNet

SP Australia Networks (Distribution) Ltd,
SP Australia Networks (Transmission) Ltd,
SP Australia Networks (Finance) Trust
and their respective subsidiaries.

USAIDI

Unplanned Supply Average Interruption Duration
Index or the total minutes, on average, that a
customer could expect unplanned interruption to
electricity supply over a specifi ed period of time.

The front section of this report is printed on
9lives55, which contains 55% recycled fibre
(25% post consumer and 30% pre consumer)
and 45% elemental chlorine free pulp.

The stock has accreditation ISO14001
Environmental Management System (EMS).
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