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SP AusNet 2011/12 Half Year Results
Continued Solid Growth

Total Revenues

830.5

Variance to
Prior Year
up
5.7%

EBITDA

493.0

up

6.5%

EBIT

350.3

up

3.7%

Profit Before Tax

180.4

up

4.9%

NPAT

146.2

down

11.9%

2011/12 Earnings (A$M, comparison to prior period)

Distributions (Aust. cents)

Half Year Distribution
Percentage Fully Franked
Percentage Tax Deferred
Percentage Interest Income

Actual

2011/12

2010/11

4.000¢

4.000¢

33.3%

39.8%

11.4%

4.5%

55.3%

55.7%

Key Points

 Revenues 5.7% higher due to a combination of regulated price adjustments, continued growth in
the regulated asset base and increased service revenue from Select Solutions
 EBITDA growth of 6.5%.
 Profit Before Tax 4.9% higher. NPAT down 11.9% as income tax credits booked in the prior
corresponding period did not re-occur in 1H12.
 On track to deliver a full year distribution of 8.000 cents per security
 Fully franked dividend component, representing 33.3% of the total distribution
 Continuation of Distribution Reinvestment Plan for the 2011/12 interim distribution
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SP AusNet 2011/12 Half Year Results
SP AusNet (ASX Code: SPN) today lodged its half year results with the ASX and SGX-ST and reports
a 5.7% increase in revenue, a 6.5% increase in Earnings Before Interest Tax Depreciation and
Amortisation (EBITDA), a 4.9% increase in profit before tax and an 11.9% decrease in Net Profit After
Tax (NPAT) to A$146.2 million. A combination of regulated price adjustments associated with the
commencement of a new regulatory period for electricity distribution and continued growth in the
regulated asset base and increased activities associated with Select Solutions contributed to higher
revenues. Increased revenues and profit before tax were offset by a higher income tax expense,
primarily due to significant income tax benefits booked in the prior corresponding half associated with
tax consolidation legislation amendments, investment allowance deductions and research and
development deductions.
The Directors declared an interim distribution to securityholders of 4.000 Australian cents per security.
Managing Director Nino Ficca said, “Despite volatile markets and difficult economic conditions, it is
pleasing that SP AusNet is able to consistently deliver strong revenue growth and growth in its
regulated asset base. SP AusNet continues to remain in a strong financial position, underpinned by
growing operating cash flows and sound financial management”.
Distribution Key Dates
The 2011/12 interim distribution of 4.000 Australian cents per security comprises 1.333 cents from a
fully franked dividend (33.3%); 0.454 cents from a return of capital (11.4%); and 2.213 cents from
interest income (55.3%).
Important dates:
Monday 21 November 2011

ASX ex-date for interim distribution

Wednesday 23 November 2011

SGX-ST ex-date for interim distribution

Friday 25 November 2011

Record date for interim distribution and deadline for receipt of
Election Notices for participation in DRP

Wednesday 21 December 2011

Payment of interim distribution

The Distribution Reinvestment Plan (DRP) will be in operation for the 2011/12 interim distribution at a
2.5% discount to the average trading price. The average trading price will be the average of the
volume weighted average price of securities sold in ordinary market transactions on the ASX over the
10 trading days immediately following the Record Date. The DRP will not be underwritten. The last day
for elections to participate in the DRP for the interim 2011/12 distribution is Friday 25 November 2011
(Record Date). For further information please refer to the DRP Rules at www.sp-ausnet.com.au.
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Outlook
SP AusNet will continue to determine future distribution amounts based on operating cash flows after
servicing all of its maintenance capital expenditure and a portion of its growth capital expenditure. For
FY12, SP AusNet expects distributions to be 8.000 cents per security. As with prior years, the
seasonality of revenues, particularly due to higher demand on the gas distribution network for heating
during the winter months, results in a larger proportion of revenues being earned in the first half of the
year. Operating costs are more evenly spread over the full year, resulting in lower NPAT in the second
half of the year.
Organic growth in the regulated asset base continues to be strong, with high levels of demand for
energy infrastructure from new housing developments and peak demand growth within the distribution
network areas. New wind farm and gas fired generation connections on the transmission network also
promote growth in SP AusNet’s asset base. SP AusNet remains committed to growing and
modernising its existing networks. SP AusNet will also focus on expanding and commercialising
specialist utility related solutions, in particular metering and technical services. In addition, the adoption
of smart networks via the Advanced Metering Infrastructure roll-out program is a key platform for future
growth.
SP AusNet expects capital expenditure in FY12 to be around 12% higher than FY11.
Victorian February Bushfires
In early February 2009, the state of Victoria was impacted by significant bushfires. The Victorian
Government subsequently established a Royal Commission of Inquiry into the bushfire crisis. The
Royal Commission made a number of recommendations, which were then analysed by a Powerlines
Bushfire Safety Taskforce (the Taskforce) established by the Victorian Government.
It is understood that the Taskforce issued its final report on 30 September 2011 to the Victorian
Government and that the Victorian Government is in the process of reviewing the report. The
Taskforce was required to recommend options intended to reduce bushfire risk, accompanied by
recommendations for fairly and efficiently recovering the costs of those options. These
recommendations will require implementation by means of law or regulation before they become
obligations on SP AusNet. Until this occurs, it is not possible to estimate the network investment that
will result from implementation of the recommendations. In the meantime, SP AusNet continues to
enhance its processes designed to minimise bushfire risk as part of its usual continual improvement
practices.
SP AusNet is a defendant in litigation that has been brought in connection with the 7 February 2009
bushfires located at Kilmore East and Beechworth, respectively. As part of these legal proceedings,
SP AusNet has counterclaimed against several parties. SP AusNet denies that it was negligent. SP
AusNet alleges that its conduct was at all times reasonable, in compliance with technical regulations
and reasonable in light of economic regulations applicable to SP AusNet. The hearings in the legal
proceedings relating to the Kilmore East and Beechworth fires will be heard separately and are
presently scheduled to commence in February 2012 (Beechworth) and January 2013 (Kilmore East).
These dates may change. In neither of the proceedings have the Plaintiffs’ claims yet identified any
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quantum of damages sought. SP AusNet will vigorously defend these claims.
SP AusNet has liability insurance which specifically 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, the risks assessed to be associated with its operations and with industry standards and
practice.
SP AusNet’s bushfire mitigation and vegetation management programs are audited annually by
Energy Safe Victoria. SP AusNet had a ‘zero’ bushfire mitigation index 1 throughout the 2008-09
bushfire season.
Tax Audits
During the period, the ATO completed large business audits of the SP AusNet Group. The focus of the
audits was as follows:


deductions claimed in respect of fees imposed under Section 163AA of the Electricity Industry
Act 1993 in the 1999 to 2001 tax years;



deductions claimed in respect of intellectual property referable to the 1998 tax year and each
subsequent year; and



the entry allocable cost amount (ACA) step 1 amount (relating to the cost of membership
interests) when SPI Australia Group Pty Ltd joined the SP AusNet Distribution consolidated
group in August 2004.

(i)

Section 163AA impost

During August 2011, the ATO issued amended assessments to SP AusNet in respect of the 2001 to
2006 income years, disallowing deductions claimed in each of those income years in respect of
Section 163AA imposts. Under the amended assessments, the total amount payable is $87.7 million
(representing $54.0 million of primary tax, plus an interest component of $33.7 million). On 7 October
2011, SP AusNet lodged notices of objection with the ATO in relation to the amended assessments
issued. The ATO has agreed to a part payment arrangement, on the basis that the amount due is a
disputed tax amount. Under the arrangement, SP AusNet paid $30.6 million to the ATO in October
2011. This amount has been recorded as a receivable at the time of payment.
In the event that the ATO does not determine the objections in favour of SP AusNet, legal proceedings
will be initiated to bring the disputed matter before the Federal Court.

1 The bushfire mitigation index is a seasonal performance indicator, monitored by Energy Safe Victoria, which
indicates a business’s progress against its identified asset works program. Maintenance of a ‘zero’ index during the
declared bushfire season indicates all works are being completed within scheduled timeframes.
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(ii)

Intellectual Property

During September 2011 and October 2011, the ATO issued amended assessments to SP AusNet in
respect of the 2001 to 2010 income years, disallowing deductions claimed in respect of intellectual
property in each of those income years. Under the amended assessments, the total amount payable
is $44.3 million (representing $27.4 million of primary tax, plus an interest and administrative penalty
component of $16.9 million). On 4 November 2011, SP AusNet lodged notices of objection in relation
to the amended assessments issued. The ATO has agreed to a part payment arrangement, with SP
AusNet making payments totalling $17.1 million in October 2011. This amount has been recorded as a
receivable at the time of payment.
In the event that the ATO does not determine the objections in favour of SP AusNet, legal proceedings
will be initiated to bring the disputed matter before the Federal Court.
(iii)

Tax Consolidation

On 4 August 2011, the ATO formally advised SP AusNet that it had decided not to pursue the ACA
step 1 audit and that no further action was necessary in respect of this matter.
Advanced Metering Infrastructure roll-out Program (AMI)
The Victorian Government has mandated completion of the roll-out of smart electricity meters by the
end of 2013. SP AusNet is progressing with the installation of the new electricity meters. The
program’s aims are to reduce peak demand and improve existing network asset efficiency, network
reliability and performance. The moratorium on the Time of Use tariffs introduced by the Victorian
Government on 22 March 2010 was in place during the current financial year and is expected to
continue until the end of 2012.
On 31 October 2011, the AER released its Final Determination on the 2012 to 2015 Budget and
Charges Application. The determination reduced SP AusNet’s proposed expenditure for this period
from $410.7 million to $304.1 million. The Final Determination relates to proposed expenditure from
calendar years 2012 to 2015 only and does not impact on the costs incurred by SP AusNet to date on
the AMI program or the recoverability of those costs, which were approved by the AER for the 2009 to
2011 period.
The AMI Cost Recovery Order in Council allows for recovery of the actual prudent costs of
implementing the Victorian Government's mandated AMI program. SP AusNet maintains that its
revised submission was an accurate reflection of the prudent costs required to implement the program.
SP AusNet is carefully reviewing the AER's Final Determination. Any appeal must be lodged by 1
December 2011.
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SP AusNet 2011/12 Operational Review
SP AusNet’s assets include Victoria’s primary high voltage electricity transmission network, an
electricity distribution network located in eastern Victoria and a gas distribution network in western
Victoria. As a diversified energy networks business, SP AusNet plays a vital role in underpinning the
economic strength of Victorian communities, while contributing to the wider Australian energy market.
Electricity distribution business
SP AusNet’s electricity distribution business contributed A$329.0 million in total revenues for
HY2011/12. Revenues were 6.1% higher than the previous corresponding period. Revenues increased
as a result of the new regulated price review period commencing January 2011.
As at 30 September 2011, SP AusNet had 637,750 consumers connected to its electricity distribution
network representing an increase of 6,460 consumers or 1.0% during the period. During the period
4,001 GWh was distributed through the electricity distribution network, representing a decrease of
3.9% over the previous corresponding period. Total capital expenditure for the period was $196.2
million, of which $51.5 million was customer initiated and $49.7 million was in relation to the AMI
program.
Gas distribution business
SP AusNet’s gas distribution business contributed A$136.3 million in total revenues for HY2011/12,
down 1.9% on the previous corresponding period. Revenues decreased as a result of lower volumes
due to milder weather conditions. Total gas delivered through the network was 44.8 PJ, a decrease of
2.8% over the previous corresponding period.
As at 30 September 2011, SP AusNet had 598,512 consumers connected to its gas distribution
network representing an increase of 9,057 consumers or 1.5% during the period. Capital expenditure
for the period was $36.7million, of which $23.8 million was customer initiated.
Electricity transmission business
SP AusNet’s electricity transmission business contributed A$302 million in total revenues for the
HY2011/12, up 5.7% on the previous corresponding period. Transmission regulated revenue is not
subject to volume risk. Revenues increased due to the annual regulated revenue reset.
Total capital expenditure was $71.5 million for the period, of which $24 million was customer initiated.
Select Solutions business
Select Solutions provides services to SP AusNet and also provides specialist utility related solutions, in
particular metering, monitoring and asset management services to external parties including Jemena
Asset Management Pty Ltd (referred to as Jemena). The agreements with Jemena commenced on 29
September 2008 and are for an initial five-year term.
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Select Solutions contributed $69.6 million in external revenue to SP AusNet, an increase of $12 million
in external revenue over the previous period for the equivalent services. Revenues increased due to
new revenue from the Schultz Plumbing acquisition as well as new revenue streams from thermal and
electrical testing solutions. Select Solution’s contribution to EBITDA from external works for the period
was $8.3 million (after corporate overhead allocation).

For further information contact:

SP AusNet

Investor Relations
John Nicolopoulos
Manager, Investor Relations
+61 3 9695 6301 or +61 409 672 912

SP Australia Networks (Distribution) Ltd
ABN 37 108 788 245

Media Relations
Sarah Ward
Manager Corporate Communications
+61 3 9695 6514

SP Australia Networks (Transmission) Ltd
ABN 48 116 124 362
SP Australia Networks (Finance) Trust
ARSN 116 783 914

Level 31
2 Southbank Boulevard Southbank
Victoria 3006 Australia
Locked Bag 14051
Melbourne City Mail Centre
Victoria 8001 Australia
Tel: +61 3 9695 6000
Fax: +61 3 9695 6666

SP Australia Networks (RE) Ltd
ABN 46 109 977 371
AFS Licence No. 294117 as responsible entity for
SP Australia Networks (Finance) Trust
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Disclaimer
The SP AusNet Group (SP AusNet) comprises SP Australia Networks (Transmission) Ltd (SP AusNet Transmission), SP Australia Networks (Distribution) Ltd (SP
AusNet Distribution) (together, the Companies) and their subsidiaries, SP Australia Networks (Finance) Trust (SP AusNet Finance Trust) and the responsible
entity for the SP AusNet Finance Trust, SP Australia Networks (RE) Ltd (Responsible Entity), which is the holder of the Australian Financial Services Licence No.
294117. Shares in each of the Companies are stapled to units in the SP AusNet Finance Trust.
The information in this presentation is not a prospectus, product disclosure statement or other offering document and does not constitute an offer, invitation or
recommendation to subscribe for, retain or purchase any securities in SP AusNet. The information is an overview (in summary form) and does not purport to be
complete or contain all the information necessary to make an investment decision. This presentation is not financial product advice and does not take into
consideration the investment objectives, financial situation or particular needs of any particular person. You should consider the appropriateness of the
information having regard to your individual objectives, financial situation (including taxation position) and needs, and seek independent professional advice. This
presentation, and the information in this presentation, will not form the basis of any contract or commitment.
This presentation has been prepared by SP AusNet on the information available. To the maximum extent permitted by law, no representation or warranty, express
or implied, is made as to the fairness, accuracy, completeness or correctness of the information, opinions and conclusions in this presentation and SP AusNet, its
directors, officers, employees, agents and advisers disclaim all liability and responsibility (including for negligence) for any direct or indirect loss or damage which
may be suffered by any recipient through use or reliance on anything contained in or omitted from this presentation.
This presentation contains certain “forward-looking statements” and prospective financial information. These forward looking statements and information are
based on the beliefs of SP AusNet’s management as well as assumptions made by and information currently available to SP AusNet’s management, and are current
only as of the date of this presentation. All statements other than statements of historical facts included in this presentation, including without limitation,
statements regarding SP AusNet’s forecasts, business strategy, synergies, plans and objectives, are forward-looking statements. In addition, when used in this
presentation, the words “guidance”, “forecast”, “estimate”, “expect”, “anticipated” and similar expressions are intended to identify forward looking statements.
Such statements are subject to significant assumptions, risks and uncertainties, many of which are outside the control of SP AusNet and are not reliably
predictable, which could cause actual results to differ materially, in terms of quantum and timing, from those described in this presentation.
In receiving this presentation, you agree to the above restrictions and limitations.
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SP AusNet – Key Attributes
$6.3bn Regulated Asset Base (“RAB”)

Financial Stability & Flexibility

• $6.3bn RAB representing critical infrastructure
assets providing stable and predictable revenues

• Prudent gearing and ‘A’ range credit rating
enables access to competitive financing

• 88% of total revenues are regulated

• Debt hedged against movements in interest rates
(1H12 net debt hedging 99%)

• 3 energy networks, 100% owned & located in
Victoria: electricity transmission, electricity & gas
distribution

• Regulated revenues inflation protected
• Stable, regulated cash flows to support growth

• Over 1.2m consumer connections

Organic Growth & Yield

Simple & Transparent Structure

• Assets positioned in major growth corridors in
Victoria with strong population and energy demand
growth driving substantial network investment

• 100% control & ownership of asset base and cash
flows

• Forecast RAB growth of around 8% p.a. to 2016

• Triple-stapled security structure (2 companies
stapled to a finance trust) *

• Ongoing evaluation of opportunities outside RAB
(eg renewable generation connections & Victorian
desalination plant)

• Singapore Power 51% majority securityholder, with
alignment of majority and minority
securityholders’ interests

• Tax effective distributions (FY12 guidance of 8 cps)
fully funded from operating cash flows

• Transparent management fee arrangements in
place *
* See slide 35-37 for more details

Own, operate, maintain & control assets, providing a secure pathway to cash flows
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Note:
All references to ‘$’ are Australian dollars unless otherwise stated.
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Stable cash flow generation
2011/12 Half Year Highlights (A$M, comparison to prior year)

Revenues *
EBITDA
EBIT
PBT

Variance to
Actual Prior Year
830.5
5.7%
493.0
6.5%
350.3
3.7%
180.4
4.9%

NPAT

146.2

Interim Distribution per stapled security

11.9%

4.0 cents



Increased revenues from tariff adjustments in electricity distribution due to
commencement of new regulatory period and regulated price adjustments from
growth in the regulated asset base. Service revenue growth in Select Solutions
remained strong



Higher income tax expense and depreciation expense



Lower volumes across the distribution networks due to milder weather conditions.
Growth in consumer connections remains strong

0.0%

* Includes 1H12 customer contributions of $16.8m (1H11 customer contributions $16.5m).

Higher revenues and profit before tax, offset by higher income tax expense
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Tax effective distributions
 Distributions continue to provide a fully franked
dividend component, which may increase post tax
returns

HY12 Distribution
Components

33%

3%

6

55%
5

12%
4
Half Year
Distribution
A¢

4.000

4.000

4.000

3
HY12

HY11

Interest Income

55.3%

55.7%

Fully Franked Dividend

33.3%

39.8%

Return of Capital

11.4%

4.5%

2

55%
1
0
HY10

HY11

HY12

Highest level of franking in the regulated utility sector
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Net Profit After Tax
Half Year to 30 September 2011 (A$M)

200

3

175
150

18

27

4
28

166

146
125
100
75
50
0
NPAT
HY11

Net Operating
Revenues, Costs

Management
Company
Fees

Depreciation & Net Finance
Charges
Amortisation

Income Tax
Expense

NPAT
HY12

Strong operating performance, tax benefits booked in HY11 not re-occurring in HY12
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HY12 NPAT Reconciliation
A$M

HY12

HY11

EBITDA

493

463

- Depreciation & Amortisation

143

125

EBIT

350

338

- Net Finance Charges

170

166

Net Profit Before Tax

180

172

- Prima facie tax @ 30%

54

52

- SP AusNet Finance Trust interest (tax effected)

19

18

- investment allowance / R & D / other

1

18

- tax consolidation

-

10

Income Tax Expense

34

6

NPAT

146

166

less

Material movement in income tax expense

9

Capex funding
Half Year to 30 September 2011 (A$M)
525
450

192
476

173

375
300

290

19 Tax
68

62
225

Growth
172

150
222
75

Maintenance
118

0
EBITDA

1

Net interest

Net distributions
paid 2

& tax paid

.

1. Excludes customer contributions of $16.8m

Cash flows
pre capex

Net funding
for capex

Total capex

1

2. Net of $50m retained via distribution reinvestment plan

Capex funding underpinned by strong cash flows
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Gross capital expenditure
Half Year to 30 September 2011 (A$M)
375
72
300

48
37

225

24

13

148

Growth
62%

24

96

150

75

307

52

50

Maintenance
38%

53.6
0
AMI

Electricity Distribution

Gas Distribution

Customer Initiated

Transmission

Total *

Company Initiated

* Capex on accruals basis & includes $16.8m customer contributions and $2.3m capex for Select Solutions allocated to Electricity Distribution
($2.1m) & Transmission ($0.2m) respectively.

Capex driving strong RAB growth
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Diversified debt portfolio by maturity and source
Debt maturity profile as at 30 September 2011 (A$M)
Net Debt as at 30 Sep 11: $4,601m *
900
800
700
775

600

200

500
400

520

300
200
100

209

435

407

43
CP

Nov 11

401

407
Mar 13

538
485

485

400

Oct /
Oct /
Nov- 13 Nov 14

250

300

Sep 15

Sep 16

Sep 17

100

300

Jun 18

Mar 20

Apr 21

*Debt at face value. Offshore debt shown at hedged rates

Bank Debt

A$ MTNs

US$

GBP

CP & Working Capital

CHF

HKD

 Executed $500m of new bank debt facilities during the period.
 As at 30 September 2011, SP AusNet had $825m in non–current undrawn committed bank
debt facilities and a further $31m undrawn under its working capital facility. These
facilities can be used to repay $435m MTN’s in November 2011.
 Following repayment of the $435m MTN’s, SPN has no existing debt maturities until
March 2013.

Credit ratings maintained A- (Standard & Poors) and A1 (Moodys)
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Sound fundamentals

Financial Metrics

30 Sep 11

30 Sep 10

Total Assets

A$8.5bn

A$8.8bn

Total Borrowings *

A$4.4bn

A$4.6bn

Net Debt
Net Gearing (CV) 1

A$4.4bn

A$4.1bn

60%

Net Debt / RAB 2
Interest Cover 3

73%
2.6x

59%
75%
2.7x

Market Metrics 30 Sep 11
Security Price
Market Capitalisation
Net Asset Value Per Security

ASX
A$0.94
A$2.7bn
A$1.02

SGX
S$1.15
S$3.3bn
S$1.29

* Carrying Value as per Balance Sheet
1 Calculated as net debt at carrying value divided by net debt at carrying value plus equity
2 Debt at face value less cash divided by regulated asset base (RAB).
3 Calculated as EBITDA less customer contributions and tax paid divided by net interest expense.

Strong financial position
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Suite of high quality assets
Key Network Statistics*
Electricity Transmission
• 6,585km of transmission lines
• 13,000 towers approx

Electricity Distribution
• 48,678km of electricity distribution
network
• 637,750 electricity distribution
consumers

Gas Distribution
• 9,834km of gas distribution network
• 598,512 gas distribution consumers
* All figures are approximate as at 30 Sep 2011

Own, operate & control assets, a secure pathway to cash flows
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Networks summary

 88% of revenues regulated, underpinning stable cash flows

Total HY12 Revenue A$831m

Diversified regulatory reset periods

2%

2011

2012

2013

2014

2015

2016

2017

10%

Electricity Transmission

3%
36%

Electricity Distribution

33%

Gas Distribution
16%

Electricity Transmission

Electricity Distribution

Gas Distribution

Excluded Services

Customer Contributions

Select Solutions & other

Staggered reset
periods reduces
regulatory risk

Stable revenue streams

Beginning of new
reset period
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Electricity transmission network
Operational Review

Half Year Financial Highlights (A$M)

• Increase in regulated revenues due to
regulated price path and RAB growth.

Revenue
EBITDA

• Entered into a Commitment Deed Poll with
Victorian Government that will see SP AusNet
enter into a 27 year licence for the right to
operate and maintain the 88km high voltage
underground transmission line supplying
electricity to the Victorian Desalination Plant.
SP AusNet to make upfront licence payment
of between $230m - $250m in the first half of

• Revenues are independent of volumes.

EBITDA Margin

62.6%

62.0%

-

Volume (GWh)

25,692

26,367

-2.6%

350
302
286

284

300
261
250

FY13.

234

200

$Am

• ATO Large Business Audits completed (see
slide 18), currently in dispute.

30-Sep-11 30-Sep-10 Variance %
302.0
285.6
5.7%
177.1
189.2
6.8%

150

177

166

189

177

143

100
56

69

53

72

69

50
0
1H08

Revenue

1H09

1H10

EBITDA

1H11

Capex

1H12
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ATO tax disputes
 The ATO has completed large business audits of the SP AusNet Group. The focus of the audits was as follows:
• deductions for fees imposed under Section 163AA of the Electricity Industry Act 1993 in the 1999 to 2001 tax
years;
• deductions for intellectual property rights in the 1998 tax year and each subsequent year; and
• the entry allocable cost amount (ACA) step 1 amount (relating to the cost of membership interests) when SPI
Australia Group Pty Ltd joined the SP AusNet Distribution tax consolidated group in August 2004.
 Section 163AA impost
• During August 2011, the ATO issued amended assessments disallowing the claim in full. Amount payable is
$87.7m (representing $54m of primary tax, plus interest of $33.7m)
• SP AusNet lodged notices of objection in October 2011 and the ATO has agreed to a part payment arrangement
in respect of the disputed tax amount (whereby $30.6m was paid to the ATO in October 2011).
 Intellectual Property
• During September 2011 and October 2011, the ATO issued amended assessments disallowing the claim in full.
Amount payable is $44.3m (representing $27.4m primary tax, plus interest and penalties of $16.9m).
• SP AusNet lodged notices of objection in November 2011. Under agreed part payment arrangements, SP AusNet
paid $17.1m to the ATO in October 2011.
 In the event that the ATO does not determine the objections in favour of SP AusNet in respect of either disputed
matter, legal proceedings will be initiated to bring the matter/s before the Federal Court.
 ACA Step 1 (Tax Consolidation)
• On 4 August 2011, the ATO formally advised SP AusNet that it had decided not to pursue the ACA step 1 audit
and that no further action was necessary in respect of this matter.
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Electricity distribution network
Operational Review

Half Year Financial Highlights (A$M)

• Commencement of new regulatory reset
period (effective 1 Jan 2011)

30-Sep-11 30-Sep-10 Variance %
329.0
310.1
6.1%
169.9
157.0
8.2%

Revenue
EBITDA

• Strong connection growth, decreased
volumes due to milder weather conditions

EBITDA Margin

51.6%

50.6%

-

Volume (GWh)

4,001

4,163

-3.9%

637,750

626,110

1.9%

Connections
0.65
4,163

4,141

0.64
4,100

Volumes (GWh)

4,100
4,050

4,054

0.63

4,000
3,950

0.61

0.61

3,903

0.60

0.60

3,900
0.59

300
258
250

150
100

3,800

0.58

50

3,750

0.57

0

1H08

1H09

Volumes (GWH)

1H10

1H11

Connections

1H12

238
198

186

200

0.59

3,850

310

303

0.63
0.62

329

350

0.64

$Am

4,150

Connections (m)

4,200

145

132

142

151

170

157

115
69

1H08

1H09

Revenue

1H10

EBITDA

1H11

1H12

Capex
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AMI – Advanced Metering Infrastructure
Dec 2009

AMI Timetable First meters installed

Sep 2011
176,000 meters installed

Dec 2013
Complete

•

As at 30 September 2011, 175,679 smart meters were installed. Approximately
722,000 meters to be rolled into the RAB.

•

Capex spent to date is approx $270m. 1H12 AMI revenue $37m, up from $33m in
1H11.

•

The AER released its final AMI budget determination on 31 October 2011 for the
2012-2015 period. The AER has reduced SP AusNet’s proposed AMI meter costs
and charges for the period from $411m to $304m.

•

SP AusNet maintains its submission accurately reflects prudent costs required to
complete the program.

•

SP AusNet is carefully reviewing the AER's final budget determination; any appeal
must be lodged by 1 December 2011.

•

No impact on recoverability of AMI costs incurred to date. AMI Cost Recovery
Order in Council allows recovery of prudent actual costs, as approved by the AER.

AMI roll–out continues

20

EDPR -

Appeals to Australian Competition Tribunal

 Final decision received on 29 October 2010, with new pricing regime to apply from 1 Jan 2011
for 5 years providing $2.5bn of revenues, through higher opex & capex allowances.
 Along with other distribution businesses, SP AusNet has appealed several aspects of the
decision, including:
Issues / Ground for Review

AER Decision

SP AusNet Appeal

Revenue Impact *

Debt risk premium (DRP)

4.05%

4.22%

$13.2M

RAB Indexation

0% for 6 months

1.28% for 6 months

$16.8M

Gamma

0.5

0.2

$21.6M

Close out of the ESV
S factor scheme

-$27.1M

$0.0M

$36.4M

 All appropriate evidence has been provided to the Australian Competition Tribunal with a decision
expected in January 2012.
 Recent ETSA, Ergon and Energex Merits Appeal granted gamma of 0.25.

* Nominal and represents revenue impact over 2011-16 regulatory period
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AER Proposed Rules and likely review timelines
 AER has proposed rule changes


Wider discretion to set WACC and Debt Risk Premium



Wider discretion to set efficient costs



Capex overspends strongly penalised



Process changes to reduce ability to submit information

 Following timeline appears likely
Mid Oct 11

• AEMC confirm it will process the AER proposal and
consult on the Rule change request

Feb 12

• Directions Paper issued for consultation

Jul 12

• Draft Determination issued for consultation

Oct 12

• Final Decision

Industry arguing strongly for longer consultation
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Key messages

 AER’s own data (see fig 1.2)
illustrates that private
sector responds well to
incentives
 Industry is well prepared to
provide compelling
submissions

Source: AER Rule Change Proposal

Private sector stewardship of energy infrastructure leads to efficient outcomes
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Electricity distribution network
- Victorian Bushfires February 2009
Litigation / Royal Commission
 No material progress with respect to legal proceedings has occurred to date. Hearings in
the legal proceedings are presently scheduled to commence in February 2012
(Beechworth) and January 2013 (Kilmore East). These dates may change.
 In neither of the proceedings have the Plaintiffs’ claims yet identified any quantum of
damages sought.
 Royal Commission published findings on 31 July 2010 and made 67 recommendations, 8 of
which relate to electricity assets.
 Victorian Government response: Government established Powerlines Bushfire Safety
Taskforce to investigate full range of options. It is understood that the Taskforce issued
its final report on 30 September 2011 to the Government and that the Government is in
the process of reviewing the report.

* See slide 34 for background to litigation

SP AusNet awaits Victorian Government response to Taskforce findings

24

Gas distribution network
Operational Review

Half Year Financial Highlights (A$M)

• Lower regulated revenues due to a lower
number of effective degree days than the
prior period
• Continued growth in new housing connections

46

47

0.60
45

Volumes (PJ)

45

90.0%

-

Volume (PJ)

44.8

46.1

-2.8%

Connections

598,512

581,155

3.0%

44

45

0.56
43

0.56

0.52

0.52

120

0.48

0

Volumes (GWH)

Connections

1H12

35

32

31

40

40
1H11

108
95

60

20

1H10

126

80

0.50

1H09

136
125

122.7

117 113

100

41

1H08

139

134

140

0.54

0.55

160

0.60
0.58

0.58

42

92.1%

EBITDA Margin

$Am

46

43

Revenue
EBITDA

0.62

Connections (m)

47

30-Sep-11 30-Sep-10 Variance %
136.3
138.9
-1.9%
125.6
125.1
0.4%

1H08

1H09

Revenue

1H10

EBITDA

37

31

1H11

1H12

Capex
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Effective Degree Days
 1H12 effective degree days down by 15% on 1H11 due to a milder August and September.
 Effective Degree Days (EDD) is a measure that estimates the coldness of the day and is used when
estimating and analysing heating based loads. EDD’s take into account the magnitude of the
average temperature for the day below 18 degrees, the absolute average wind speed across the day
and the number of hours of sun. Each of these components affects the temperature within a house
and therefore drives heating use. An extremely cold day can have an EDD of approximately 14.
 Peak tariffs for the Gas Distribution network are between 1 June and 30 September. Revenues are
positively affected if a later finish to winter is experienced versus an early start to winter.
Effective Degree Days 1H11 vs 1H12

Effective Degree Days

375
300
225
150
75
0
Apr

May

Jun
1H11

Jul

Aug

Sep

1H12

Significant decline in effective degree days on prior period
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Gas Access Arrangement Review

(GAAR 2013 -17)

 This will be the 1st review by the AER of the 3 Victorian Gas businesses :
•

Proposals are to be lodged by:

31 March 2012

•

Release of the Draft Decision:

+80 business days

•

Responses by DBs to be lodged:

+95 business days

•

Release of Final Decision:

+135 business days

•

New regulatory period commences:

1 Jan 2013

 SP AusNet’s gas distribution network is located in a fast growing part of Melbourne and
capex will focus on meeting strong housing growth.

GAAR to focus on continued network growth
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Select Solutions
Operational Review
• Continue to leverage off our core networks
experience
• Margins continue to improve

Half Year Financial Highlights (A$M)
30-Sep-11 30-Sep-10 Variance %
57.6
69.6
20.8%
8.3
3.8
118.4%

Revenue
EBITDA *
EBITDA Margin

11.9%

6.6%

-

• New contract awarded by Victorian Water
Authority Coliban Water
• Integration of Schultz Plumbing progressing
well

100
80

70
58

60

40
8

20
4
* After the allocation of corporate overheads

0
HY11

HY12
Revenue

EBITDA
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Overview of Results
Financial Performance
Operational Review
Strategy & Outlook
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Strategy -

strengthen, transform, extend, modernise

 To provide our customers
with superior network and
energy solutions. The focus
will be on adding value to
customers and
Securityholders with
development in the following
key business areas:
• Existing networks
• Smart networks
• Select Solutions
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2011/12 Outlook

 For FY12, SP AusNet expects distributions of 8 cents per security
 Organic growth continues to be strong, FY12 capital expenditure is expected to be
around 12% higher than FY11*
 RAB growth forecast to average around 8% per annum until 2016
 Will continue to explore growth opportunities beyond traditional regulated
businesses

* Based on $634m for FY11, which excludes acquisition of Schultz business

Focus on delivering sustainable growth in securityholder value
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Overview of Results
Financial Performance
Operational Review
Strategy & Outlook
Questions
32

Overview of Results
Financial Performance
Operational Review
Strategy & Outlook
Appendices
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Electricity distribution network
- Victorian Bushfires February 2009
Litigation
• In August 2010, SP AusNet filed its defence & counterclaim in the proceedings relating to the Beechworth
fires. SP AusNet has counterclaimed against three parties: the Department of Sustainability and
Environment, Parks Victoria and a contracted inspector of vegetation.
• In September 2010, SP AusNet filed its defence & counterclaim in the proceedings relating to the Kilmore
East fires and has counterclaimed against several parties: the Department of Sustainability and
Environment, the State of Victoria (Victoria Police), the Country Fire Authority and a contracted inspector
of electricity assets.
• The purpose of the counterclaims is to join other parties, where they may be relevant to the Court’s
consideration of the causes and consequences of the respective fires.
• The hearings in the legal proceedings relating to the Beechworth and Kilmore East fires will be heard
separately and are presently scheduled to commence in February 2012 (Beechworth) and January 2013
(Kilmore East). In neither of the proceedings have the Plaintiffs’ claims yet identified any quantum of
damages sought.
• SP AusNet has liability insurance which specifically covers bushfire liability. SP AusNet reviews its insurance
cover annually & ensures it is commensurate with the scale and size of its operations and with industry
standards and practice.

SP AusNet will vigorously defend any legal claims
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Ownership structure
Public investors
49%

Singapore Power
International Pte
Ltd
51%

100%

Management Services
Agreements

100%

100%

100%

SPI Management
Services Pty Ltd

SP AusNet
SP Australia
Networks
(Transmission) Ltd

SP
Australia
Networks
(Finance) Trust

SP Australia
Networks
(Distribution) Ltd

 Securityholders have a 100% ownership interest in the assets of the group.
 SP AusNet 100% owns, operates and controls its assets, providing securityholders with a secure pathway to cash
flows. SP AusNet is not an infrastructure fund model.
 Singapore Power (through its wholly owned subsidiary Singapore Power International Pte Ltd) is aligned with the
interests of minority securityholders and provides management services to the SP AusNet group. Management fees
are transparent and capped *.
 Singapore Power is a long term investor, purchasing the original Transmission assets over 10 years ago and the
Distribution assets 7 years ago, prior to the listing of SP AusNet.
* Slides 37 contains further details on management fees

Own, operate & control assets, secure pathway to cash flows
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How the stapled security structure works
Public investors
49%

Singapore Power
International Pte
Ltd
51%

Franked Dividend $38m

Interest income - $63m / Return of Capital - $13m
Interest
$19m
SP Australia
Networks
(Transmission) Ltd

Loans
$1.0bn

SP AusNet Interest and principal
SP
Australia
Networks
(Finance)
Trust

$44m & $13m

Loans

SP Australia
Networks
(Distribution) Ltd

$1.1bn

• Finance Trust lends funds received from SPN securityholders to Transmission and Distribution. Finance Trust loans are
made on both interest bearing and interest free terms as determined by Australian taxation requirements.
• From operating earnings, Transmission & Distribution make interest and principal payments, in respect of the Finance
Trust loans, which represents interest and return of capital for the Finance Trust. The Finance Trust then distributes
funds back to securityholders as interest income and return of capital.
• Transmission is also able to pay a franked dividend directly to securityholders, given its tax paying status. Distribution
maintains significant tax losses and makes no dividend distribution to securityholders.
• The Loan balances between the Finance Trust and Transmission and Distribution will vary subject to equity injections
including DRP (HY12: $50m) and equity raisings and loan repayments. Interest rates are at BBSW plus an arms length
margin.

Structure maximises cash available for distribution
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Management fees
Half Year to 30 Sep (A$M)
Management Services Charge

2011

Performance Fees

18.2
6.3

Total Management Fees

24.5

2010
15.1

Variance
3.1

12.0

-5.7

27.1

-2.6

 Management Services Charge is a direct pass through of management company employee
costs (i.e. senior management costs).
 Increase in management service charge is predominantly attributable to movements in
the defined benefit plan.
 Performance fees decreased mainly due to no network performance fees earned in 1H12
relative to 1H11. Performance fee consisted of:
• Financial Performance fees of $3.5m
• Capital Works Management fees of $2.8m

Performance fees capped at 0.50% of market capitalisation
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Distribution pay-out ratio
Half Year to 30 Sep 2011 (A$M)
525
450

192
476

173

375
300

19 Tax

139 Ratio of 68%
Distribution pay-out

2

118

225

5.9cps
4.0cps

150
166

75

112

Cash retained via DRP $50m
Cash distributions $112m

EBITDA

1

Net interest
& tax

Maintenance
capex

Free
Cash flow

Gross
Distributions

1. Excludes customer contributions of $16.8m. 2. Based on weighted number of securities on issue of 2,824m as at 30 Sept 2011

Distributions underpinned by strong cash flows
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Debt reconciliation

HY12 Face Value Debt

$4,618.7M

Adjusted for:
Fair Value Debt (Hedging)

$191.4M (principally FX movements)

Discount/Premium

$0.5M

Loan Fees

$15.8M

HY12 Carrying Value Debt

$4,411.0m

HY 12 Face Value Debt
Domestic

$ 2,169.0M

International

$2,449.7M

Fair Value Debt (Hedging) predominantly relates to the restatement of foreign debt for FX movements, which is hedged via
derivative instruments
39

Further Information and Contacts

SP AusNet is a major energy network business, which owns and operates key regulated electricity transmission and
electricity and gas distribution assets located in Victoria, Australia.
Further information is on SP AusNet’s website: www.sp-ausnet.com.au

For further information contact:
Investor Relations

John Nicolopoulos
Manager, Investor Relations
+61 3 9695 6301 or +61 409 672 912

Media Relations
Sarah Ward
Manager Corporate Communications

+61 3 9695 6514

SP AusNet
SP Australia Networks (Distribution) Ltd
ABN 37 108 788 245

Level 31

SP Australia Networks (Transmission) Ltd
ABN 48 116 124 362

2 Southbank Boulevard Southbank
Victoria 3006 Australia

SP Australia Networks (Finance) Trust
ARSN 116 783 914

Locked Bag 14051
Melbourne City Mail Centre
Victoria 8001 Australia

SP Australia Networks
ABN 46 109 977 371
AFS Licence No. 294117 as responsible entity
for SP Australia Networks (Finance) Trust

Tel: +61 3 9695 6000
Fax: +61 3 9695 6666
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