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About SP AusNet:
SP AusNet is a major energy network business that owns and operates key regulated electricity
transmission and electricity and gas distribution assets located in Victoria, Australia. These assets involve:
•
•
•

A 6,574-kilometre electricity transmission network indirectly servicing over 2.2 million electricity
consumers across Victoria;
An electricity distribution network delivering electricity to approximately 575,000 customer supply points
in an area of more than 80,000 square kilometres of eastern Victoria; and
A gas distribution network delivering gas to approximately 504,000 customer supply points in an area
of more than 60,000 square kilometres in central and western Victoria.

SP AusNet was publicly listed on the Australian and Singapore Stock Exchanges (ASX Code: SPN and
SGX-ST Code: SP AUSNET) on 14 December 2005. Singapore Power International Pte Ltd, a whollyowned subsidiary of Singapore Power Limited, owns a 51% interest in SP AusNet. Singapore Power
Limited is wholly owned by Temasek Holdings (Private) Limited, an investment company headquartered in
Singapore with a diversified global investment portfolio of approximately US$63 billion as at 31 March
2005.
For more information visit: www.sp-ausnet.com.au
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ASX Release
5 June 2006

2005-06 Full Year Results
SP AusNet exceeds Prospectus EBIT forecast and
confirms further organic growth

Directors announce 3.25 cent distribution, representing an annualised yield of 8.82%1
SP AusNet (ASX Code: SPN) today announced a net profit after tax of $335.2m for the 12
months ending 31 March 2006. The net profit result comprised $175.7m2 from continuing
operations and $159.5m from discontinued operations. The profit result from continuing
operations was based on total revenues of $757.5m and Earnings Before Interest and Tax (EBIT)
of $363.7m.
The Directors announced the first distribution payment of 3.25 Australian cents per security,
which equates to an annualised yield of 8.82%1. This distribution is consistent with that forecast
in the Prospectus. The distribution incorporates a return of capital component which represents
68% of the total distribution.
The Directors also reaffirmed the 2006-07 forecast distribution of 11.27 Australian cents per
security which is equivalent to a yield of 9.05%1, based on the performance of the group to date.
The pro forma EBIT (with a full 12 months’ earnings from both SP AusNet Transmission and SP
AusNet Distribution) was $446.1m, which was 3.8% higher than the pro forma prospectus 2006
EBIT forecast of $429.9m. The increase in EBIT was mainly due to lower depreciation and
operating expenses resulting from further efficiencies associated with business integration
programs. Total revenues were slightly ahead of the Prospectus forecast3 due to stronger
electricity distribution volume growth and further revenues from customer initiated projects in
the transmission business. This was partially offset by milder weather conditions which
adversely affected revenues from the gas distribution business.
Further details of the financial performance are shown in Attachment 1.
1

Based on a price of A$1.245 per security as at close of the ASX on Wednesday 31 May 2006.

2

This result represents 12 months operations for SP Australia Networks (Distribution) Ltd (SP AusNet
Distribution) but only 5 months operations for SP Australia Networks (Transmission) Ltd (SP AusNet
Transmission) and SP Australia Networks (Finance) Trust (SP AusNet Finance Trust), the latter having joined
the Stapled Group from 21 October 2005. All financial figures are reported in Australian dollars unless
otherwise stated.

3

“Prospectus forecast” refers to the pro forma consolidated 2006 revenue forecast in the Prospectus and Product
Disclosure Statement (Prospectus) which was based on estimates of a full 12 months’ contribution from both SP
AusNet Distribution and SP AusNet Transmission.
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SP AusNet’s Chairman, Mr Ng Kee Choe, said:
“We are very pleased with these results which demonstrate the high quality nature of the energy
network businesses that we manage.
“The regulated revenues and predictable cash flows, which are largely protected from
movements in interest rates, will continue to support the payment of attractive distributions for
our securityholders.”
The Managing Director of SP AusNet, Mr Nino Ficca, said:
“I am very pleased with the steady performance of our assets, managed and operated by an
experienced local team with a strong focus on efficiencies and performance.
“We have demonstrated an ability to continue to grow these network businesses organically via
both the active pursuit of contestable revenue opportunities and the continued strong growth in
Victorian energy demand, such as increasing demand for air-conditioning in the residential
market.
“SP AusNet is pursuing significant capital investment in the existing energy network businesses
which will grow the asset base and revenues of the group.
“The management and staff have focussed on further improving the operational efficiencies of
the existing businesses, enhancing network performance and improving the health and safety of
the workplace”, said Mr Ficca.
Highlights
During the 12 months ended 31 March 2006 SP AusNet achieved a number of significant
highlights which included:
•

The successful float of the SP AusNet Stapled Group on the Australian and Singapore
Stock Exchanges on 14 December 2005 which attracted strong interest from institutional
investors globally and retail investors in Australia and Singapore.

•

The subsequent inclusion of SP AusNet in the S&P/ASX 200 index on 17 March 2006.

•

A satisfactory outcome in the final Electricity Distribution Price Review (EDPR) decision
(2006-10) in October 2005 that ensured essential funding for SP AusNet’s work programs.

•

Establishment of a $500m revolving bank facility consisting of two $250m tranches of 5
and 7 year terms. This bank facility will reduce SP AusNet’s average cost of funds and
enhance available liquidity.

•

Total capital investment of $375.4m representing a full 12 months capital works covering
both SP AusNet Distribution and SP AusNet Transmission. This investment was made to
meet demand growth and enhance reliability across the three energy networks.

•

The award of two major transmission network augmentation contracts by the Victorian
energy planning organisation, VENCorp (the Victorian Energy Networks Corporation),
which have a capital value of $60m including associated works.
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•

Significant progress of the $65m Natural Gas Extension Program, extending the gas
distribution network to 12 regional towns in Western Victoria, a project in conjunction
with Regional Development Victoria.

•

Successful integration initiatives relating to the transmission and distribution businesses
and creation of the SP AusNet Group. This has led to improved efficiencies and cost
reductions during the year.

•

Focussed workforce planning, attracting graduates and trainees into the business to support
SP AusNet’s skills and capabilities for the future.

Electricity Distribution Business
SP AusNet’s electricity distribution business contributed $434.4m in total revenues (excluding
interest income) for the 12 months ended 31 March 2006.
In terms of network performance, a total of 7,179 GWh of electricity energy was delivered
through the network in the 12 months to 31 March 2006, which represented an increase of 1.7%
relative to the previous financial period. The increase in energy distributed was driven by strong
customer growth and slightly favourable summer air-conditioning load. The electricity reliability
measure, USAIDI4, for calendar year 2005 was 162.15 minutes. This was a favourable result
compared to the Victorian Essential Services Commission’s (ESC) target of 188 minutes.
In the 12 months to 31 March 2006 the number of customers connected to the network system
grew by 1.6% to 580,063 compared to the previous financial year. Growth in revenues for the
electricity distribution business will be driven by increased load growth from penetration of airconditioning into the residential market and customer growth.
The ESC’s final decision for the Electricity Distribution Price Review (EDPR) (2006 - 2010),
which was published on 19 October 2005, provided a more favourable revenue outcome for SP
AusNet than the draft decision. The final decision resulted in a reduction of electricity
distribution prices from 1 January 2006 of 9.3%, compared to the previous period. This
reduction primarily reflects the different economic climate and importantly provides sufficient
funding for essential work programs.
In February 2006 SP AusNet was also successful in its appeal to correct an error of fact in the
reliability targets for momentary outages as part of the EDPR appeals process. Two other areas
of appeal, relating to vegetation clearance and tariff changes for the introduction of interval
meter roll out, were satisfactorily resolved while the appeal process was underway.
Gas Distribution Business
SP AusNet’s gas distribution business contributed $157.4m in total revenues (excluding interest
income) for the 12 months ended 31 March 2006.
In terms of network performance a total of 66.3 PJ of gas energy was delivered through the gas
network in the 12 months to 31 March 2006. This figure was down 6.9% compared to the
4

USAIDI – Total minutes, on average, that a customer could expect unplanned interruption to electricity, or gas,
supply over a calendar year

5

The USAIDI figure 162.1 minutes off supply excludes the impact of severe storms in February and August 2005
which would have contributed an additional 97.2 minutes off supply.
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previous financial period due to the milder weather conditions in Victoria’s autumn, winter and
spring periods in 2005. The gas reliability measure, USAIDI, was 0.89 minutes for calendar
2005 which was favourable compared to the internal target of 1.1 minutes.
Customers connected to SP AusNet’s gas distribution network at 31 March 2006 totalled
510,990 representing an increase of 2.6% compared to the previous financial year. The length of
the gas networks extended 1.5% to 8,812 km which reflected continuing demand for energy in
Victoria’s growth corridors. SP AusNet continues to improve the quality of the gas distribution
assets, replacing 69 km of old low pressure gas mains with new high pressure polyethylene
mains during 2005-06.
Electricity Transmission Business
SP AusNet’s electricity transmission business contributed $145.6m in total revenues (excluding
interest income) for the 5 months ended 31 March 2006. SP AusNet Transmission joined the
Stapled Group on 21 October 2005.
SP AusNet expects that investment will continue in the transmission network as VENCorp and
the electricity distributors increase capacity to meet steadily increasing load growth. VENCorp,
in their “2005 Electricity Planning Report” forecast that summer maximum demand for
electricity will grow at an average annual growth rate of 2.5% from 2005-06 to 2009-10. This
will result in ongoing strong demand for new transmission infrastructure.
In relation to network performance, the system minutes lost for the year ending 31 March 2006
was 0.56 minutes, a significant out-performance against the Code target of 1.15 minutes. The
electricity transmission business continues to outperform reliability targets while meeting the
increasing demand from customers.
Outlook for SP AusNet
VENCorp’s “VISION 2030” Report, which was released in October 2005, identified a
significant level of new electricity transmission requirements. SP AusNet intends to actively
pursue these contestable revenue opportunities and other expansionary distribution network
opportunities.
SP AusNet is forecasting capital expenditure in the 2006-07 financial year to be in excess of
$360m which is required to meet the growing demand for energy and to improve network
reliability. Importantly the capital expenditure on these businesses ultimately will grow both the
regulated and non-regulated revenues of SP AusNet which will underpin the cash flows and
distributions to securityholders.
SP AusNet continues to actively survey the Australian and New Zealand energy network market
for acquisition opportunities, which are aligned with the Group’s strategy and its core
competencies of energy network ownership and management. SP AusNet’s management team
has built extensive experience in identifying, acquiring and integrating network businesses, as
well as selling non-core businesses.
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Distribution Payment
The Directors announced SP AusNet’s first distribution payment of 3.25 cents (Australian) per
security since listing on 14 December 2005, which equates to an annualised yield of 8.82%(1).
This distribution comprises the following components: 2.21 cents from a return of capital; 0.15
cents from a fully franked dividend; and 0.89 cents from income.
Important dates:
Thursday 8 June 2006 – Ex-Distribution Date
Thursday 15 June 2006 – Distribution Record Date
Monday 26 June 2006 – Payment Date for Distributions
Annual General Meeting
The Annual General Meeting of SP AusNet will be held on Tuesday 18 July 2006 at 10.00am.
The meeting will take place at the Melbourne Exhibition Centre, 2 Clarendon Street, Southbank
Melbourne. Please see the Investor Centre section of our website www.sp-ausnet.com.au for the
map location. We encourage securityholders to attend this meeting as it will be an opportunity to
meet your Directors and the management team of SP AusNet. The Annual General Meeting will
be webcast to enable interstate and overseas investors to view the proceedings.
Statutory Reporting
The SP AusNet Group, comprising SP Australia Networks (Distribution) Ltd (SP AusNet
Distribution), SP Australia Networks (Transmission) Ltd (SP AusNet Transmission) and SP
Australia Networks (Finance) Trust (SP AusNet Finance Trust), were listed on the Australian
Stock Exchange and Singapore Stock Exchange on 14 December 2005 as a triple stapled
security.
For statutory reporting purposes and in accordance with the Australian International Financial
Reporting Standards (AIFRS), the financial results of SP AusNet will be reported on a
consolidated basis with SP AusNet Distribution as the parent entity. Consequently the results of
SP AusNet Transmission and SP AusNet Finance Trust have been incorporated into the SP
AusNet Group results to 31 March 2006 only for the period since stapling on 21 October 2005.
The comparative 2004-05 financial year for the consolidated SP AusNet Group represents the
period from 21 April 2004, the date of incorporation of SP AusNet Distribution, to 31 March
2005. These results also include the Merchant Energy Business, which was divested in May
2005 but do not include SP AusNet Transmission.
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Attachment 1: SP AusNet Financial Summary for 2005-06 Full Year Results
12 Months Ended 31 March 2006(1)

All Figures in A$m
Electricity Transmission Revenue

$145.6m

Electricity Distribution Revenue

$434.4m

Gas Distribution Revenue

$157.4m

Interest Income

$20.1m

Total Revenue

$757.5m

Total Operating Expenses

($245.2m)

EBITDA

$512.3m

Depreciation

($148.6m)

EBIT

$363.7m

Finance Cost

($186.2m)

Net Profit before Tax

$177.5m

Income tax expense

($1.8m)

Profit from Continuing Operations
Profit from Discontinued Operations

(2)

Net Profit after Tax

$175.7m
$159.5m
$335.2m

(1) The 2005-06 results include a full 12 months of earnings from SP AusNet Distribution, and 5 months earnings
from SP AusNet Transmission and the SP AusNet Finance Trust since the date of stapling, 21 October 2005.
(2) Profit from discontinued operations was from the Merchant Energy Business.

SP AusNet Consolidated Financial Ratios
Earnings per share (cents)(3)

6.49

Distribution per security (cents)(4)

3.25

Net Tangible Asset per security (cents)

106

(5)

Gearing (%)

57.6%

(3) Based on 2,092 million shares on issue in the parent company, SP AusNet Distribution, and Profit from
continuing operations attributable to SP AusNet Distribution.
(4) First Distribution Payment since listing on 14 December 2005.
(5) Net Debt on Net Debt plus Securityholder Equity.
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About SP AusNet:
SP AusNet is a major energy network business that owns and operates key regulated electricity
transmission and electricity and gas distribution assets located in Victoria, Australia. These
assets involve:
•
•
•

A 6,574-kilometre electricity transmission network indirectly servicing over 2.2 million
electricity consumers across Victoria;
An electricity distribution network delivering electricity to approximately 580,063 customer
supply points in an area of more than 80,000 square kilometres of eastern Victoria; and
A gas distribution network delivering gas to approximately 510,990 customer supply points
in an area of more than 60,000 square kilometres in central and western Victoria.

SP AusNet was publicly listed on the Australian and Singapore Stock Exchanges (ASX Code:
SPN and SGX-ST Code: SP AUSNET) on 14 December 2005. Singapore Power International
Pte Ltd, a wholly-owned subsidiary of Singapore Power Limited, owns a 51% interest in SP
AusNet. Singapore Power Limited is wholly owned by Temasek Holdings (Private) Limited, an
investment company headquartered in Singapore with a diversified global investment portfolio
of approximately US$64 billion as at 31 March 2006. Temasek Holdings (Private) Limited’s sole
shareholder is the Minister of Finance (Incorporated), a body corporate constituted under the
Minister for Finance (Incorporation) Act, Chapter 183 of Singapore.
For more information visit: www.sp-ausnet.com.au

For further information contact:
Investor Relations
Andrew Gould
Director, Investor Relations
+61 3 9695 6358 or +61 400 133 744
Media Relations
Louisa Graham
Manager, Communications and Media
+61 3 9695 6401 or + 61 418 358 327
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SP Australia Networks (Distribution) Ltd trading as SP AusNet
ABN: 108 788 245
Appendix 4E
Annual Report
Period Ending 31 March 2006
1.

The current reporting period is year ended 31 March 2006. The comparative period is from the date
of incorporation (21 April 2004) to 31 March 2005.

2.

Results for announcement to the market
31 March 2006
$’000

31 March 2005
$’000

% Change

2.1 Revenue from ordinary activities

757,535

396,712

91.0

2.2 Profit for year from continuing operations

175,669

46,800

275.4

2.3 Net profit for the year attributable to stapled
securityholders

335,232

93,717

257.7

175,669

46,800

275.4

Profit from discontinued operations

159,563

46,917

240.1

Profit for year attributable to stapled securityholders

335,232

93,717

257.7

Underlying Operating NPAT
Add significant/terms after tax:

2.4 Amount per security and franked amount per security of distribution
Since the end of the financial year the Directors approved a distribution of $0.0325 cents per security totalling
$68.0m should be made comprised as follows:

Fully franked dividend
Interest income
Capital distribution

Cents per
Security
0.15
0.89
2.21
3.25

Total
$
3,139,020
18,624,852
46,248,228
68,012,100

Distributions are recognised at the time they are determined. No distribution has been recognised in the financial
statements for the year ended 31 March 2006.
The distribution is to be paid on Monday, 26 June 2006
2.5 Record date for determining entitlements to distributions and payment date
The record date for determining entitlements to distributions is Thursday, 15 June 2005.
2.6 Brief explanation of figures in 2.1 to 2.4
SP AusNet derives most of its earnings from three regulated energy network businesses based in Victoria involving
electricity transmission, and electricity and gas distribution.
Pursuant to the Stapling Deed dated 19 October 2005 (effective from 21 October 2005) a Stapled Group was
established for the purpose of facilitating a joint quotation of SP Australia Networks (Distribution) Ltd (“SP AusNet
Distribution”), SP Australia Networks (Transmission) Ltd (“SP AusNet Transmission”) and SP Australia Networks
(Finance) Trust (“SP AusNet Finance Trust”) on the Australian Stock Exchange (ASX) and the Singapore Exchange
Securities Trading Limited (SGX-ST).
For Statutory reporting purposes the purchase method of accounting has been applied to the stapling arrangement.
SP AusNet Distribution has been identified as the acquirer in the Stapled Group based on the size of its net assets
and its operations and accordingly, it presents the consolidated financial report of the Stapled Group.
In applying the purchase method in the preparation of the consolidated financial statements of SP AusNet
Distribution, the carrying amounts of the assets and liabilities of SP AusNet Distribution at the date of the stapling
arrangement have been combined with the fair values of the identifiable assets and liabilities of SP AusNet
Transmission and SP AusNet Finance Trust at the date of the stapling arrangement.
As the business combination has been effected by contract alone, the total ownership interest in SP AusNet
Transmission and SP AusNet Finance Trust is presented as Minority Interest in the consolidated financial statements
of SP AusNet Distribution, notwithstanding that by virtue of the stapling arrangement SP AusNet Distribution, SP
AusNet Transmission and SP AusNet Finance Trust have common equity holders (securityholders) with the effect
that total equity of the Stapled Group belongs to the securityholders.

2.6 Brief explanation of figures in 2.1 to 2.4 (continued)
The 2006 results from continuing operations reflect 12 months operations of SP AusNet Distribution and
approximately five months of operations of its controlled entities SP AusNet Transmission and SP AusNet Finance
Trust as these entities did not enter into the Stapled Group with SP AusNet Distribution until 21 October 2005.
The profit from discontinued operations of $159.6m represents the operations and profit on sale of the merchant
energy business that was disposed of in May 2005.
The 2005 results from continuing operations reflect the SP AusNet Distribution operations from 30 July 2004. SP
AusNet Distribution was incorporated on 21 April 2004, however, it did not commence trading until 30 July 2004
when it acquired the TXU Australia Group Pty Ltd.
The results between the two years are not directly comparable because of the impact and timing of the acquisitions
and divestments over the two year period.

3.

Income Statement

For the year ended 31 March 2006
Consolidated
2006
$'000
Revenue from continuing operations

757,535

2005
$'000
396,712

(393,824)
(186,187)
177,524

(184,122)
(140,995)
71,595

Income tax benefit/(expense)
Profit from continuing operations

(1,855)
175,669

(24,795)
46,800

Profit from discontinued operations (after tax)

159,563

46,917

Profit for the year
Profit attributable to SP AusNet Transmission and SP AusNet Finance
Trust (minority interest)

335,232

93,717

39,882

-

Profit attributable to SP AusNet Distribution

295,350

93,717

Total profit for the year

335,232

93,717

Cents

Cents

Other income
Expenses excluding finance costs
Finance costs
Profit before income tax

Earnings per share for profit from continuing operations attributable
to the ordinary equity holders of the company:
Basic and diluted earnings per share
Earnings per share for profit attributable to the ordinary equity holders
of the company:
Basic and diluted earnings per share

6.49

1.40

14.11

4.48

The comparative period for the stapled group is from 21 April 2004, the date of incorporation of SP AusNet
Distribution, to 31 March 2005. SP AusNet Distribution did not commence trading until 30 July 2004 when it
acquired the TXU Australia Group Pty Ltd.
For statutory reporting purposes, SP AusNet Distribution was identified as the acquirer in the Stapled Group
based on the size of its net assets and operations, and as such has prepared the consolidated financial report of
the Stapled Group.
As the business combination has been effected by contract alone, the total ownership interest in SP AusNet
Transmission and SP AusNet Finance Trust is presented as Minority Interest in the consolidated financial
statements of SP AusNet Distribution, notwithstanding that by virtue of the stapling arrangement SP AusNet
Distribution, SP AusNet Transmission and SP AusNet Finance Trust have common equity holders
(securityholders) with the effect that total equity of the Stapled Group belongs to the securityholders.
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Balance sheet

As at 31 March 2006
Consolidated
2006
2005
ASSETS
Current assets
Cash and cash equivalents
Receivables
Inventories
Derivative financial instruments
Other current assets

$'000

$'000

8,708
132,005
6,472
188,829
5,753

46,893
300,157
34,933
165,605
10,367

Total current assets
Non-current assets
Receivables
Investments accounted for using the equity method
Other financial assets
Inventories - non current
Property, plant and equipment
Deferred tax assets
Intangible assets
Other non-current assets

341,767

557,955

373
11,797
6,227,087
354,505
11,498

525
87,172
366,730
9,090
3,799,152
979,364
16,537

Total non-current assets

6,605,260

5,258,570

Total assets

6,947,027

5,816,525

140,314
644,444
173,657
8,869
13,879

221,571
200,001
223,922
28,970

LIABILITIES
Current liabilities
Payables
Interest bearing liabilities
Derivative financial instruments
Current tax liabilities
Provisions
Total current liabilities
Non-current liabilities
Interest bearing liabilities
Other financial liabilities
Deferred tax liabilities
Provisions

981,163

674,464

2,870,364
4,098
475,197
34,609

4,715,709
221,422
20,977
86,644

Total non-current liabilities

3,384,268

5,044,752

Total liabilities

4,365,431

5,719,216

Net assets

2,581,596

97,309

(10,707)
454,365

3,592
93,717

EQUITY
Equity holders of SP AusNet Distribution
Contributed equity
Reserves
Retained profits
Equity holders of SP AusNet Transmission and SP AusNet Finance Trust
(minority interest)

443,658

97,309

2,137,938

-

Total equity

2,581,596

97,309

5.

Cash Flow Statement

For the year ended 31 March 2006
Consolidated
2006
2005
$'000
$'000
Cash flows from operating activities
Receipts from customers (inclusive of goods and services tax)
Payments to suppliers and employees (inclusive of goods and services tax)
Income tax paid
Interest received
Dividends received
Interest and other costs of finance paid
Net cash inflow from operating activities
Cash flows from investing activities
Payment for purchase of controlled entity, net of cash acquired
Payments for property, plant and equipment
Payment of customer deposits
Proceeds from sale of property, plant and equipment
Proceeds from sale of business
Net cash inflow/(outflow) from investing activities
Cash flows from financing activities
Net inflow/(outflow) from loans with related parties
Proceeds of cash balance on stapling
Proceeds from borrowings
Repayment of borrowing costs
Repayment of borrowings
Net cash inflow/(outflow) from financing activities
Net (decrease)/increase in cash held
Cash at the beginning of the financial period
Cash at the end of the financial period

915,347
(574,311)
(1,168)
6,052
5,972
(174,017)
177,875

1,626,139
(1,190,077)
4,879
5,710
(133,356)
313,295

(294,834)
(568)
3,813
2,042,297
1,750,708

(1,978,288)
(163,168)
2,568
281
(2,138,607)

(996,000)
8,059
76,500

1,996,102

(1,055,327)
(1,966,768)

731
(938,500)
1,872,205

(38,185)
46,893
8,708

46,893
46,893

813,872

The comparative period for the stapled group is from 21 April 2004, the date of incorporation of SP AusNet
Distribution, to 31March 2005. SP AusNet Distribution did not commence trading until 30 July 2004 when it
acquired the TXU Australia Group Pty Ltd.
6.

Recent Distribution History
Since listing on the ASX on 14 December 2005, SP AusNet has made no distributions to securityholders.
Since the end of the financial year the Directors have declared a distribution of $0.0325 cents per security
totalling $68.0m. The distribution is to be paid on Monday, 26 June 2006.

7.

Dividend Reinvestment Plans
Not applicable.

8.

Statement of Retained Earnings
Consolidated
2006
$'000

2005
$'000

Movements in retained earnings were as follows:
Equity holders of the parent
Retained earnings
Other stapled entities
SP AusNet Transmission – retained earnings *
SP AusNet Finance – retained earnings *

454,365

93,717

333,275
18,641

-

Total stapled Security holders retained earnings

806,281

93,717

Balance at beginning of financial year:
Pre acquisition adjustment – SP AusNet Transmission and SP AusNet Finance
Adjustment on adoption of AASB 132 and AASB 139, net of tax (notes 14 and 30)
Net profit/loss for the year attributable to stapled Security holders of the Stapled
Group

93,717
312,033
65,299

-

335,232

93,717

Balance at end of financial year

806,281

93,717

* The retained earnings of SP AusNet Transmission and SP AusNet Finance Trust are disclosed as part of
minority interests in the balance sheet.
As the business combination was effected by contract alone, the total ownership interest in SP AusNet
Transmission and SP AusNet Finance Trust is presented as Minority Interest in the consolidated financial
statements of SP AusNet Distribution, notwithstanding that by virtue of the stapling arrangement SP AusNet
Distribution, SP AusNet Transmission and SP AusNet Finance Trust have common equity holders
(securityholders) with the effect that total equity of the Stapled Group belongs to the securityholders.
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Statement of Retained Earnings (continued)
(b) Statements of recognised income and expense

For the year ended 31 March 2006
Consolidated
2006
$'000
Adjustment on adoption of AASB 132 and AASB 139, net of tax, to:
•
Retained earnings, net of tax
•
Reserves, net of tax
Actuarial gains, net of tax
Cash flow hedges, net of tax

2005
$'000

65,299
(1,146)
3,403
(16,410)

3,592
-

51,146

3,592

Profit for the year

335,232

93,717

Total recognised income and expense for the year

386,378

97,309

Total recognised income and expense for the year is attributable to:
Members of SP AusNet Distribution
SP AusNet Transmission and SP AusNet Finance Trust (minority interest)
Total recognised income and expense for the year

346,349
40,029
386,378

97,309
97,309

2006

2005

$1.06

($0.42)*

Net income recognised directly in equity

9.

Net tangible Assets per Security

Net tangible assets per security

* The net tangible assets per security is not directly comparable between the 2006 and 2005 financial years. In
order to effect the stapling, on 18 October 2005 SP Australia Networks (Distribution) Ltd effected a share split
with the result that it had 2,092,680,010 shares on issue. Previously issued capital was 2 shares.
For comparative purposes the net tangible assets per security for the 2005 financial year has been calculated
assuming the share split that occurred on 18 October 2005, had occurred during the 2005 financial year.

10.

Gain or loss of control over entities

Gain of control over entities
Name of entity

SP Australia Networks (Transmission) Ltd
SPI PowerNet Pty Ltd
SPI Australia Finance Pty Ltd
SPI PowerNet Investments Pty Ltd
SP Australia Networks (Finance) Trust

Date
control
gained
21 October 2005
21 October 2005
21 October 2005
21 October 2005
21 October 2005

The above entities became part of the Stapled Group by virtue of the stapling deed on 21 October 2005.
Loss of control over entities
Name of entity
SPI Retail Pty Ltd
SPI (South Australia) Pty Ltd
SPI Torrens Island Pty Ltd
SPI Electricity & Gas Australia Pty Ltd
SPI Customer Services Pty Ltd
SPI Australia Services Pty Ltd
SPI Torrens Island Pty Ltd
SPI (No. 7) Pty Ltd
SPI Gas Storage Pty Ltd
SPI (Tallawara) Pty Ltd
SPI Homes Services Pty Ltd
SPI Share Plans Pty Ltd
SPI (Tallawara Pipelines) Pty Ltd
SPI Pipelines Holdings Pty Ltd
SPI Pipelines Pty Ltd
SPI Sea Gas SPV 1 Pty Ltd
SPI Sea Gas SPV 2 Pty Ltd

Date control
lost
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
31 May 2005
29 August 2005
29 August 2005
29 August 2005
29 August 2005

On 7 March 2005 a Share Sale Agreement was entered into between Singapore Power and CLP Holdings Limited
for the sale of the merchant energy business (“MEB”) division of SP AusNet Distribution. The activities of the MEB
consisted of the purchase, retailing of electricity and natural gas, the generation of electricity, and energy trading
primarily in the States of Victoria and South Australia and, underground gas storage and call centre management.

10

Gain or loss of control over entities (continued)

The results of the discontinued operations are shown in the following table:
Consolidated
2006
$’000

Consolidated
2005
$’000

291,040
255,621
1,645

1,250,077
3,321

548,306

1,253,398

Expenses

(309,698)

(1,166,635)

Profit before income tax expense
Attributable income tax expense on divestment
Attributable income tax benefit on underlying operations

238,608
(90,000)
10,955

86,763
(39,846)

Profit from discontinued operations

159,563

46,917

Profit from discontinued operations:

Revenue from ordinary activities
Profit on divestment of business
Other income

11.

Associated entities

The SP AusNet group had no associates or joint ventures in operation at balance date.
12.

Other significant information

Net profit after tax was $335.2m for the 12 months ending 31 March 2006. The net profit result comprised $175.7m
from continuing operations and $159.5m from discontinued operations. The profit result from continuing operations
was based on total revenues of $757.5m and Earnings Before Interest and Tax (EBIT) of $363.7m.
The Directors declared the first distribution payment of 3.25 Australian cents per security, which equates to an
annualised yield of 8.82%, based on a price of A$1.245 per security as at close of the ASX on Wednesday 31 May
2006. This distribution is consistent with that forecast in the Prospectus. The distribution incorporates a return of
capital component which represents 68% of the total distribution.
The Directors have reaffirmed the 2006-07 forecast distribution of 11.27 Australian cents per security based on the
performance of the group to date and that nothing has materially changed since the release of the Prospectus. On
the basis of the closing price of A$1.245 per security as at close of the ASX on Wednesday 31 May 2006, this
forecast distribution would equate to a yield of 9.05%.
The pro forma EBIT (with a full 12 months’ earnings from both SP AusNet Transmission and SP AusNet Distribution)
was $446.1m, which was 3.8% higher than the pro forma prospectus 2006 EBIT forecast of $429.9m. The increase
in EBIT was due to lower depreciation and operating expenses resulting from further efficiencies associated with
business integration programs. Total revenues were slightly ahead of the Prospectus forecast due to stronger
electricity distribution volume growth and further revenues from customer initiated projects in the transmission
business. This was partially offset by milder weather conditions that adversely affected revenues from the gas
distribution business.

During the 12 months ended 31 March 2006 SP AusNet achieved a number of significant highlights which included:
•

The successful float of the SP AusNet Stapled Group on the Australian and Singapore Stock Exchanges on
14 December 2005 which attracted strong interest from institutional investors globally and retail investors in
Australia and Singapore.

•

The subsequent inclusion of SP AusNet in the S&P/ASX 200 index on 17 March 2006.

•

The award of a favourable outcome in the final Electricity Distribution Price Review (EDPR) decision (200610) in October 2005, and the successful subsequent appeal process in March.

•

Establishment of a $500m revolving bank facility consisting of two $250m tranches of 5 and 7 year terms.
This bank facility will reduce SP AusNet’s average cost of funds and enhance available liquidity.

•

Total capital investment of $375.4m representing a full 12 months capital works investment covering both SP
AusNet Distribution and SP AusNet Transmission. This investment was made to meet demand growth and
enhance reliability across the three energy networks.

•

The award of two major transmission network augmentation contracts to the transmission business, by the
Victorian energy planning organisation, VENCorp (the Victorian Energy Networks Corporation), which have a
capital value of $60m.

•

Significant progress of the $65m Natural Gas Extension Program, extending the gas distribution network to 12
regional towns in Western Victoria, a project in conjunction with Regional Development Victoria.

•

Successful integration initiatives relating to the transmission and distribution businesses and creation of the
SP AusNet Group. This has led to improved efficiencies and cost reductions during the year.

•

Focussed workforce planning, attracting graduates and trainees into the business to support SP AusNet’s
skills and capabilities for the future.

13.

Foreign entities
The SP AusNet group does not contain any foreign entities.

14.

Results commentary
14.1

Earnings per share

Basic earnings per security from continuing operations

31 March 2006
6.49

31 March 2005
1.40

Diluted earnings per security from continuing operations

6.49

1.40

Dilution aspects

None

None

14.2 Returns to securityholders
Since listing on 14 December 2005 until 31 March 2006, SP AusNet has made no returns to
securityholders
14.3 Operating performance
Electricity distribution business
SP AusNet’s electricity distribution business contributed $434.4m in total revenues (excluding interest
income) for the 12 months ended 31 March 2006.
In terms of network performance, a total of 7,179 GWh of electricity energy was delivered through the
network in the 12 months to 31 March 2006, which represented an increase of 1.7% relative to the
previous financial period. The increase in energy distributed was driven by strong customer growth and
slightly favourable summer air-conditioning load. The electricity reliability measure, USAIDI1 for calendar
year 2005 was 162.1 minutes. This was a favourable result compared to the target of 188 minutes.
In the 12 months to 31 March 2006 the number of customers connected to the network system grew by
1.6% to 580,063 compared to the previous financial year. Growth in revenues for the electricity
distribution business will be driven by increased load growth from penetration of air-conditioning into the
residential market and customer growth.
The Victorian Essential Services Commission’s final decision for the Electricity Distribution Price Review
(EDPR) (2006 - 2010), which was published on 19 October 2005, provided a more favourable revenue
outcome for SP AusNet than the draft decision. The final decision resulted in a reduction of electricity
distribution prices from 1 January 2006 of 9.3%, compared to the draft EDPR determination which
proposed reductions of prices by 16.7%.
In February 2006 SP AusNet was also successful in its appeal to correct an error of fact in the reliability
targets for momentary outages as part of the EDPR appeals process. Two other areas of appeal,
relating to vegetation clearance and tariff changes for the introduction of interval meter roll out, were
satisfactorily resolved while the appeal process was underway.

1

USAIDI – Total minutes, on average, that a customer could expect unplanned interruption to electricity, or gas, supply over
a calendar year

Gas distribution business
SP AusNet’s gas distribution business contributed $157.4m in total revenues (excluding interest
income) for the 12 months ended 31 March 2006.
In terms of network performance a total of 66.3 PJ of gas energy was delivered through the gas network
in the 12 months to 31 March 2006. This figure was down 6.9% compared to the previous financial
period due to the milder weather conditions in Victoria’s autumn, winter and spring periods in 2005. The
gas reliability measure, USAIDI, was 0.89 minutes for calendar 2005 which was favourable compared to
the internal target of 1.1 minutes.
Customers connected to SP AusNet’s gas distribution network at 31 March 2006 totalled 510,990
representing an increase of 2.6% compared to the previous financial year. The length of the gas
networks extended 1.5% to 8,812 km which reflected continuing demand for energy in Victoria’s growth
corridors. SP AusNet continues to improve the quality of the gas distribution assets, replacing 69 km of
old low pressure gas mains with new high pressure polyethylene mains during 2005-06.
Electricity transmission business
SP AusNet’s electricity transmission business contributed $145.6m in total revenues (excluding interest
income) for the 5 months ended 31 March 2006.
SP AusNet expects that investment will continue in the transmission network as VENCorp and the
electricity distributors increase capacity to meet steadily increasing load growth. VENCorp, in their
“2005 Electricity Planning Report” forecast that summer maximum demand for electricity will grow at an
average annual growth rate of 2.5% from 2005-06 to 2009-10. This will result in ongoing strong demand
for new transmission infrastructure.
In relation to network performance, the system minutes lost for the year ending 31 March 2006 was 0.56
minutes, a significant out-performance against the Code target of 1.15 minutes. The electricity
transmission business continues to outperform reliability targets while meeting the increasing demand
from customers.
Discontinuing operations
SP AusNet Distribution sold the merchant energy business (“MEB”) to CLP Power Australia Energy
Holdings Pty Ltd on 31 May 2005. MEB comprised a portfolio of complementary upstream and
downstream assets involved in the generation of electricity, storage of gas, purchase of electricity and
gas, and retailing of electricity and gas to over one million wholesale and retail customers, primarily in
Victoria and South Australia.
MEB’s principal operations were conducted through the following main operating group companies:
SPI Retail Pty Ltd;
SPI (South Australia) Pty Ltd; and
SPI Torrens Island Pty Ltd.
In addition, on 29 August 2005, SP AusNet Distribution sold its investment in the SEAGas joint venture
to CLP Power Australia Energy Holdings Pty Ltd.

14.4 Segment Results
Segment
revenues

2006
$’000

Segment
results

2005
$’000

2006
$’000

2005
$’000

448,250
143,357
146,263
292,685
(54,482)

278,042
85,246
1,253,398
(241,947)

182,776
86,731
79,640
238,609
-

92,200
48,543
86,763
-

976,073

1,374,739

587,756
(171,624)

227,506
(69,148)

Profit from ordinary activities before related income tax expense
Income tax expense

416,132
(80,900)

158,358
(64,641)

Net profit
Net profit attributable to SP AusNet Transmission and SP AusNet
Finance Trust

335,232

93,717

39,882

-

Net profit attributable to members of SP AusNet Distribution

295,350

93,717

Net Profit

335,232

93,717

Distribution - electricity
Distribution - gas
Transmission - electricity
Discontinuing operations
Inter segment eliminations
Unallocated revenue less unallocated expenses

14.5 Trends in Performance
VENCorp’s “VISION 2030” Report, which was released in October 2005, identified a significant level of
new electricity transmission requirements. SP AusNet intends to actively pursue these contestable
revenue opportunities and other expansionary distribution network opportunities.
SP AusNet is forecasting capital expenditure in the 2006-07 financial year to be in excess of $360m
which is required to meet the growing demand for energy and to improve network reliability. Importantly
the capital expenditure on these businesses ultimately will grow both the regulated and non-regulated
revenues of SP AusNet which will underpin the cash flows and distributions to securityholders.
SP AusNet continues to actively survey the Australian and New Zealand energy network market for
acquisition opportunities, which are aligned with the Group’s strategy and its core competencies of
energy network ownership and management. SP AusNet’s management team has built extensive
experience in identifying, acquiring and integrating network businesses, as well as selling non-core
businesses.

14.6 Other Factors affecting Results
During the year ended 31 March 2006, CLP Power Asia Ltd (CLP) had written to Singapore Power Ltd
(SP) raising certain concerns relating to the disclosure of information by SP in the lead up to the sale in
May 2005 to CLP of the merchant energy business (MEB) that was previously owned by SP AusNet
Distribution. Since balance date SP and CLP Holdings Ltd resolved this matter on mutually agreed
terms.
Singapore Power International Pte Ltd (“SPI”) ( a wholly-owned subsidiary of SP) has agreed to
indemnify SP AusNet against any claims arising from the sale of MEB. The resolution of this matter was
at no cost to SP AusNet.
15 Status of Audit of Accounts
The accounts are audited.
16 Unaudited Accounts
Not applicable.
17 Audit Dispute or Qualification
No disputes or qualifications have been identified.

