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Dear Securityholders,
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The 2009/10 financial year has been another busy and
successful one for SP AusNet.
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Against a more stable global financial marketplace and
a growing domestic economy, SP AusNet’s revenue
reached A$1,333.6 million, growing by 14 per cent
compared to last year. Underlying net profit after tax
(NPAT) grew by 18 per cent to A$209.0 million.
Given the satisfactory performance and in line with
the guidance given, your Directors have declared a
final distribution of 4.0 cents, bringing the full year
distribution to 8.0 cents.
In line with our ongoing strategy to drive strong growth
of our regulated asset base, we continue to invest
in our networks to replace and renew ageing assets
and meet growth demands. During the year, A$580.7
million was invested in our networks including A$189.7
million of customer-initiated capital expenditure.
Last year we announced a one for four nonrenounceable entitlement offer as part of our capital
management initiatives. The entitlement offer was
successfully completed, strengthening our financial
position as a result and enhancing our capacity and
flexibility to fund future growth and deliver sustainable
returns. A total of 526.7 million securities were
issued at an issue price per security of A$0.78 for
securityholders in Australia and New Zealand and
S$0.86 for securityholders in Singapore.
In October 2009, Standard and Poor’s revised its
outlook on SP AusNet’s credit rating from ‘negative
outlook’ to ‘stable’. Our financial position remained
unchanged at A- from Standard and Poor’s and A1
from Moody’s credit rating. Our strong credit rating has
enabled us to access both Australian and international
bond markets. We recently raised approximately
A$920.1 million of debt at competitive rates. In the
process we spread the maturity profile of our debt.
The strong and positive interest from investors in the
various bond markets has allowed us to expand and
diversify our sources of funding.
SP AusNet’s Distribution Reinvestment Plan (DRP)
applies to the 2009/10 final distribution. Participation
in the DRP to date has been very positive. The stapled
security participation rate for the 2009/10 interim
distribution was approximately 33 per cent.
Safety continues to be ranked as our number one
priority, which we demonstrated this year by reducing
our recordable injury frequency rate by 12 per cent.

We continue to extend our full support and assistance
to the 2009 Victorian Bushfires Royal Commission of
Inquiry. Many of our employees were this year involved
in providing evidence to the commission, which we
realise required a great level of dedication under very
difficult circumstances. The commission is due to
release its final recommendations in July 2010.
SP AusNet’s bushfire mitigation and vegetation
management programs were again fully compliant with
Electricity Safety (Bushfire Mitigation) Regulations and
audited by Energy Safe Victoria. All bushfire mitigation
programs, including vegetation management, were
completed prior to the declaration of the 2009/10
bushfire season.
This year SP AusNet deployed helicopter inspections
with advanced imaging technology as an additional
part of our bushfire preparedness program, which
allowed us to inspect a further 15,500 powerpoles
in areas deemed by the Victorian Government as
extremely high bushfire risk. We also used innovative
asset inspection techniques including a vehiclemounted 21-metre telescopic Hi-Mast digital camera
and an unmanned aerial vehicle to inspect pole top
hardware and crossarms to ensure our network was
as safe and reliable as possible. This is all part of our
commitment to continuous improvement.
The Australian Tax Office (ATO) is undertaking large
business audits of SP AusNet. The audits are focusing
on deductions claimed in respect of fees imposed
under Section 163AA of the Electricity Industry
Act 1993 in the 1999 to 2001 tax years, intellectual
property deductions referable to the 1998 tax year
and each subsequent year and the entry allocable
cost amount when the SPI Australia Group Pty Ltd
consolidated group joined the SP AusNet Distribution
consolidated group on 2 August 2004. In March 2010,
the ATO advised SP AusNet that it intended to disallow
deductions claimed in respect of Section 163AA
imposts, although it has not yet issued an amended
assessment to confirm this position. Despite the ATO
audit activities, SP AusNet has not changed its view in
regard to the availability of deductions. The timeframe
or outcomes of the audits are unknown.
To continue to provide increased securityholder value,
SP AusNet is focused on delivering four key outcomes
during the next five years: strengthening existing
networks, implementing smart network solutions,
supporting non-regulated growth and implementing
cultural and business transformation. We believe

this five-year strategy places us in the best position
to provide our customers with superior network and
energy solutions.
In line with this new focus, the Victorian Governmentmandated rollout of smart meters to all homes and
small businesses in our electricity distribution network
continues to progress well, with more than 19,000
meters installed in 2009/10. We look forward to the
long-term benefits of smart meters, through new
technology that will lead to better management of
power outages and the ability for people to more
closely monitor and adjust their energy use if they wish.
The results we have achieved and the progress we
have made this year would not have been possible
without the co-operation and support of the regulators,
the continuing and valued patronage of our customers
and the strong commitment of the leadership team
and employees. We thank all staff for their hard work,
dedication and achievements. We would also like to
thank all Board members for their contributions and
wise counsel.
Finally, we would like to thank all investors for their
continued support. We continue to look forward to the
year ahead as we provide you with a stable and secure
investment.

Mr Ng Kee Choe

Mr Nino Ficca

Chairman

Managing Director

Top left: Mr Ng Kee Choe, Chairman, SP AusNet
Top right: Mr Nino Ficca, Managing Director, SP AusNet
Rows two to four: SP AusNet Executive Leadership Team Members
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OUR
PURPOSE
To provide our customers
with superior network and
energy solutions.

OUR VALUES
Safety
Safety is our way of life
Protect and respect our community and our people

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

Teamwork
Support, respect and trust each other
Continually learn and share ideas and knowledge

Integrity
Act with honesty
Practise the highest ethical standards

Excellence
Take pride and ownership in what we do
Deliver results and continually strive for the highest
quality

SP AusNet’s year in review

Glossary
SUSTAINABILITY REPORT 2010
ANNUAL REPORT 2010
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To achieve its corporate purpose and provide
increased securityholder value, SP AusNet is focused
on delivering against four key outcomes during the
next five years.
This approach represents a significant change
for SP AusNet that requires traditional asset
management strategies to be complemented by a
broader customer energy solutions focus and the
ability to commercialise these innovations.

Chairman’s and
Managing Director’s report
Our purpose / Our values

Our strategy
People and safety

				STRENGTHEN (S)
Strengthening the existing networks business
The existing electricity transmission and electricity and
gas distribution networks will continue to underpin the
delivery of a reliable supply of energy to Victorians for
the immediate future. With continued demand growth
expected, further development of these networks is
required to ensure a high level of capacity and reliability
are achieved.

Operational report

				TRANSFORM (T)

» Electricity transmission

Execute cultural and business transformation

» Electricity distribution

Dramatic transformation is required for SP AusNet
to be successful in embracing smart networks and
providing related energy solutions while continuing to
strive to deliver excellent customer service from its
networks. This will be achieved through a commitment
to planning and implementing change programs to
support the transformation required for SP AusNet’s
people, culture and business processes.

» Gas distribution

» Select solutions
Financial stability
Sustainability

				EXTEND (E)

Innovation

Support non-regulated growth
Financials

SP AusNet will continue development and marketing
of Select Solutions’ product range across Australia.
This includes the implementation of a range of smart
network initiatives to meet SP AusNet’s customer
requirements and potentially provides Select Solutions
with a range of additional products.

» Income statement
» Cash flow statement
» Statement of
financial position

				MODERNISE (M)
Implement smart network solutions

SP AusNet’s year in review

Glossary
SUSTAINABILITY REPORT 2010
ANNUAL REPORT 2010

SP AusNet is the largest diversified energy
infrastructure business in Victoria, owning and
operating a state-wide electricity transmission
network, an electricity distribution network in
eastern Victoria and a gas distribution network in
western Victoria.

Smart network capability will be developed over the
coming years, with the need to become an integrated
part of SP AusNet’s asset management processes.
The successful development of smart network
solutions and related growth options will only be
possible if the existing networks are in a safe, strong
and sustainable condition.
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PEOPLE AND SAFETY
With 1,500 employees across Victoria and
New South Wales, SP AusNet is a major employer,
particularly in the local communities in which it
operates. SP AusNet prides itself on being an
employer that ranks safety as its first priority.

Our strategy

Operational report

» Electricity transmission
» Electricity distribution
» Gas distribution

» Select solutions

Safety

Financial stability

With safety as its number one priority and as one
of its business values, SP AusNet has instilled in
its employees that safety is a way of life – for the
communities in which it operates, for its customers
and for its employees.

Innovation
Financials

» Income statement
» Cash flow statement
» Statement of
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SP AusNet recognises the importance its employees
play in the delivery of safe and reliable energy to
businesses and homes and therefore has a number of
programs in place to attract and retain the best quality
employees.
Having recently been recognised at a national level for
its work in advancing women in non-traditional roles,
SP AusNet is committed to addressing the gender
imbalance in the industry. SP AusNet was awarded a
2009 Equal Opportunity for Women in the Workplace
Agency (EOWA) Business Achievement Award for
Outstanding Equal Employment Opportunity (EEO)
Practice. This recognition was received for a number
of SP AusNet’s programs, one being the Women in
Engineering Scholarship program, which saw a female
employee receive a full scholarship in 2009/10.

People and safety

Sustainability

People

In 2009/10, SP AusNet introduced a new safety
index, measuring 14 elements of safety. This new
index places a much greater emphasis on lead safety
indicators to promote the importance of proactive
safety behaviours, such as safety observations, audits,
work practice reviews, management visibility, reporting
and improvement effectiveness.
A safety observation program was introduced during
2009/10 as part of SP AusNet’s safety plan. This
program was implemented after the engagement of
safety experts DuPont.
Conducting safety observations represents one of
SP AusNet’s lead safety behavioural indicators of
the new safety index. Safety observations provide
the opportunity for all employees to identify safe
behaviours, which are reinforced, and unsafe
behaviours, which are corrected. Safety observations,
conducted by employees in field and office locations,
are enhancing safety awareness throughout the
business, leading to the reduction of incidents and
injuries.
SP AusNet’s Recordable Injury Frequency Rate (RIFR)
during 2009/10 fell by 12 per cent to 11.1.

While SP AusNet has a current focus on gender
diversity, it has also been continuing to focus on all
areas of diversity through a management and employee
Diversity Initiatives Group.
In 2009/10, 31 apprentices and trainees began work
with SP AusNet as part of its ‘Skilling for the Future’
program, which has been in place since 2000. Almost
200 apprentices and trainees have now been employed
since this time in a concerted effort to help the energy
industry develop the skills it needs now and into the
future.
Testament to the success of SP AusNet’s Skilling
for the Future program is this year’s recognition by
GippsTAFE, one of the premier training facilitators
for the Victorian utilities industry, of an SP AusNet
employee as the 2009 Lineworker Apprentice of the
Year.
SP AusNet remains committed to building a strong
organisational culture with high employee engagement.
In February 2010, an organisation-wide employee
survey was conducted, with an 83 per cent response
rate. The overall engagement score indicated that 57
per cent of all employees are fully engaged, up from 51
per cent in the previous survey.
The success of SP AusNet’s ‘Lead the Way’ program,
which provides support for leaders at varying levels
within the business, is also evident in the results of the
employee engagement survey. Engagement scores for
employees participating in the ‘Lead the Way’ program
increased from 61 per cent to 78 per cent.
SP AusNet’s Accelerated Development Program, which
was launched in mid-2008, is continuing to ensure
the business develops and retains its talent pool, while
at the same time building a ‘leadership pipeline’.
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ELECTRICITY TRANSMISSION
The Victorian electricity transmission network,
owned and operated by SP AusNet, consists of more
than 6,500 kilometres of transmission lines that
transport electricity from power stations to electricity
distributors and industrial and commercial customers
around Victoria. The network is centrally located
among Australia’s five eastern states that form the
National Energy Market, providing key connections
between South Australia, New South Wales and
Tasmania’s electricity transmission networks.

Operational report
» Electricity transmission

Electricity transmission network
2009/10 financial year highlights

» Electricity distribution

2010

» Gas distribution

Capital expenditure
invested

Financial stability

Electricity volume
transmitted

Sustainability

A$162.5 million A$140.1 million
51,278 GWh

51,777 GWh

Financials

» Cash flow statement
» Statement of
financial position
SP AusNet’s year in review
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The transmission system minutes off supply measure
of 40.09 was unfavourable against the target of 1.15
due to one significant and abnormal incident that
interrupted end-consumers for 38.65 minutes. The
event occurred during the 2009 summer heatwave,
which created a new highest temperature record for
Melbourne and resulted in an unsustainable rise in
power demand. Excluding this incident, the result
would have been 1.43 system minutes, only slightly
higher than the target of 1.15.

Upgrades and extensions
In continued efforts to upgrade and augment the
electricity transmission network to meet ongoing
demand, SP AusNet successfully completed a
A$9.0 million project at the Cranbourne Terminal
Station this year.
Located in Melbourne’s outer south east, Cranbourne
is in a municipality where the population is growing by
more than 100 people a week and therefore an area
where the increasing demand for electricity is high.

Innovation

» Income statement

Electricity transmission network availability was 99.02
per cent in the 2009 calendar year, favourable to the
target of 98.73 per cent that was set by the Australian
Energy Regulator (AER) for the regulatory period from
2008 to 2013.

2009

Revenue contributed A$531.3 million A$492.2 million

» Select solutions

Performance and reliability

As the owner and operator of Victoria’s electricity
transmission network and two distribution networks,
SP AusNet is committed to enhancing network safety
and reliability for its customers, employees and the
communities in which it operates.
SP AusNet’s infrastructure delivers energy to more
than one million end-consumers across Victoria, with
approximately 87 per cent of its revenue coming from
the operation of these regulated assets.
Following the establishment of Select Solutions,
and a further focus on emerging technologies and
solutions, SP AusNet is continuing to build and
expand its non-regulated service-based businesses.
SP AusNet’s solid financial results in the 2009/10
financial year highlight the continued performance of
these underlying businesses and assets.

The electricity
transmission network
contributed
A$531.3 million
to revenue for the year
ended 31 March 2010.

More than 110,000 Victorians benefited from
this upgrade, which saw the installation of a new
transformer in January 2010. The new transformer will
reinforce current network infrastructure to meet the
rapidly expanding demand in the Cranbourne area and
surrounds.
In November 2009, the Bogong Hydro Power Station
was connected to SP AusNet’s electricity transmission
network. Located in the foothills of the Australian Alps,
and part of the larger Kiewa hydroelectric scheme,
the Bogong Power Station will create an additional
94,000 MWh of renewable electricity each year.
The multi-million dollar Hazelwood Terminal Station
500 kV circuit breaker and current transformer
replacement project will replace infrastructure at
this key terminal station, which is on the 500 kV
transmission backbone between the Latrobe Valley
and Melbourne. Most of the power generated in the
Latrobe Valley is transmitted via Hazelwood Terminal
Station to the load centre in Melbourne.
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A$350.6 million was invested in capital
expenditure to extend SP AusNet’s
electricity distribution network and
improve its reliability performance.

SP AusNet’s electricity distribution network
is comprised of numerous in-feeds from the
transmission network to more than 40 zone
substations that feed electricity to the electricity
distribution network in outer eastern Melbourne
and eastern Victoria. The network is approximately
47,000 kilometres in length, spanning an area
of approximately 80,000 square kilometres and
servicing approximately 620,000 businesses and
households.
In November 2009, SP AusNet submitted to the
Australian Energy Regulator (AER) its regulatory
proposal for the 2011 to 2015 pricing regime.
The proposal seeks an initial real price rise from
2011 to 2015 and a real increase in net capital
expenditure. The AER released its draft determination
in June 2010, with the final determination required by
31 October 2010.

Electricity distribution network
2009/10 financial year highlights
2010

Innovation

2009

Revenue contributed A$626.2 million A$509.2 million

Financials

» Income statement
» Cash flow statement
» Statement of
financial position
SP AusNet’s year in review
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Capital expenditure
invested
Electricity volume
distributed
Additional
consumers
connected

A$350.6 million A$262.4 million
7,780 GWh

11,417

7,894 GWh

9,433

Performance and reliability
The electricity distribution network’s reliability is
measured as the total number of minutes, on average,
that customers could expect in unplanned interruptions
to their electricity supply during a calendar year.
For the 2009 calendar year the distribution network’s
reliability performance was significantly affected by
the February 2009 bushfires, which contributed 91.4
minutes off supply to a total of 358.0 minutes.
A number of other extreme weather events accounted
for another 91.0 minutes of that total. As a result,
SP AusNet’s regulatory targets were not met.
In response, SP AusNet is continuing to invest
significantly in reliability improvements to make the
network more resilient to extreme weather events.
SP AusNet’s last reliability improvement program,
which ran between 2006 and 2009 was successful in
preventing a number of outages during a challenging
time.
A reliability program initiative implemented during
2009/10 was network ‘self-healing’ schemes or
Distribution Feeder Automation (DFA). This involves
installing devices on the distribution network to detect
faults, automatically isolate them and restore power to
unaffected customers within 60 seconds. During 2009,
DFA schemes prevented 108,000 customers from
experiencing a sustained power outage.

Upgrades and extensions
The continued population growth in Melbourne’s
outer south east, particularly surrounding Cranbourne
and Pakenham, saw SP AusNet this year begin
construction work on a A$20.0 million Officer zone
sub station. This project, in one of Melbourne’s
principal growth corridors, will ensure SP AusNet
keeps pace with new customer demand.
A A$9.5 million major upgrade of the existing Bright
sub station commenced during the year, to help meet
growing demand for electricity in Bright and the Alpine
area.
In late 2009, SP AusNet commenced the rollout of
smart meters to all residential and small businesses
in its electricity distribution network, as mandated by
the Victorian Government. SP AusNet is on track to
have more than 680,000 smart meters installed by the
end of 2013, with more than 19,000 already installed in
Melbourne’s northern suburbs.
The ability for smart meters to measure energy
consumption remotely every 30 minutes means people
will be able to more efficiently monitor their energy use
and allow SP AusNet to better manage its electricity
distribution network, by receiving real time information
on power outages.
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GAS DISTRIBUTION
SP AusNet’s gas distribution network transports
natural gas from the principal transmission pipeline
system to end-consumers. SP AusNet’s 9,757
kilometres of gas distribution and transmission
pipeline networks delivered natural gas to
approximately 572,000 businesses and households
across approximately 60,000 square kilometres of
central and western Victoria.
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Gas distribution network
2009/10 financial year highlights
2010

2009

Revenue contributed A$190.8 million A$179.2 million
Capital expenditure
invested

A$67.6 million

A$69.0 million

Gas volume
distributed

71.4 PJ

75.3 PJ

Additional
consumers
connected

17,181

17,101

Performance and reliability
The gas distribution network’s reliability measure
is 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 2009
calendar year, an average of 0.84 minutes of unplanned
interruptions were experienced by SP AusNet’s gas
distribution customers. This represents a high level of
reliability for end-consumers and is an excellent result
in comparison to SP AusNet’s self-imposed internal
target (in the absence of a regulatory target) of 1.00
minute of unplanned interruptions per calendar year.

Upgrades and extensions
As part of its commitment to the replacement of aged
low pressure gas assets, SP AusNet continued its gas
mains renewal program during the year. Approximately
16 per cent of SP AusNet’s natural gas network is
made up of aged pipes, which are not as reliable as
the more modern polyethylene pipes, which operate at
higher pressures. SP AusNet invests more than A$10.0
million in this program each year to make the natural
gas network safer and more reliable.
In 2009/10 SP AusNet completed an inspection of the
450 millimetre gas inner ring main transmission pipe, of
which 25 kilometres in Melbourne’s north and west is
owned by SP AusNet. The inspection, which happens
once every 10 years, is aimed at maintaining the
integrity of the pipeline to ensure it can safely contain
high pressure gas and provide long asset life. With
no interruption to natural gas supply, the collaborative
industry project saw a sophisticated Pipeline
Inspection Gauge travel inside the pipeline, propelled
by the gas flow, to determine if any section of the pipe
was in need of attention.

An additional 17,181 end-consumers across
central and western Victoria were connected
to SP AusNet’s gas distribution network
during the 2009/10 financial year.
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SELECT SOLUTIONS
Following the establishment of Select Solutions,
which brought together the commercial services
of the business into one group, it has continued to
deliver non-regulated end-to-end services to utilities,
government, energy and water retailers, commercial
and industrial customers.
Select Solutions contributed A$109.2 million in
revenue to SP AusNet, an increase of A$75.0
million over the previous year for the equivalent
services now provided by Select Solutions. Select
Solutions’ contribution to EBITDA from external
works for the year was A$8.0 million. The results for
Select Solutions are predominantly included in the
electricity distribution results.

Select Data and
Measurement Solutions
Managing more than four million meters across
electricity, gas and water utilities, Select Data and
Measurement Solutions is the leading multi-utility
metering services company in Australia.
Typically providing metering services to commercial
and industrial customers within the national energy
market, Select Data and Measurement Solutions is
accredited by the Australian Energy Market Operator
(AEMO). The metering segment of Select Solutions has
seen consistent growth above 10 per cent per annum.
Select Data and Measurement Solutions is managing
the installation of 680,000 smart meters across
SP AusNet’s electricity distribution network.

Select Telecommunications
The Select Telecommunications group provides
wholesale services to telecommunications retailers
and commercial and industrial customers. Select
Telecommunications has been working with third party
carriers in preparation for the National Broadband
Network rollout.

Select Technical Solutions
With a service offering including electrical testing,
chemical analysis, condition monitoring, gas technical
services, instrument calibration, relay testing,
Supervisory Control and Data Acquisition (SCADA)
and thermal testing, Select Technical Solutions is able
to provide simple analytical tests through to high end
consultancy services.
The Select Technical Solutions group expanded its
services this year through two key achievements,
including the acquisition of Victorian-based Thermal
Testing Services business and being named as the sole
provider of electrical calibration services to Transgrid.
The acquisition makes Select Technical Solutions the
largest provider of thermography and corona services
in Victoria.
The Select Technical Solutions team, in conjunction
with Select Data and Measurement Solutions,
established a custom-designed and built gas meter
test facility at one of its New South Wales sites this
year. This facility enables Select Technical Solutions
to test gas meters as part of annual life extension
programs.

Select Utility Solutions
Select Utility Solutions provides asset inspection
services, to review and report on the condition of
utility assets. The group also provides vegetation
and easement management services to utilities and
councils.
Following the long-term agreements reached with the
Jemena group of companies in 2009, the Select Utility
Solutions group has been successfully providing asset
management services to Jemena. These services
include managing Jemena’s conductor assessment
program using a 21-metre Hi-Mast to inspect 3,500
poles. This industry-leading inspection technique
allows optical zoom high resolution photographic
inspection and accurate assessment of the condition of
Jemena’s assets.
Select Solutions greatly increased its vegetation
management program in 2009/10, with expenditure of
A$28.0 million, up 25 per cent on previous years.
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In October 2009, Standard & Poor’s revised its outlook
on SP AusNet’s credit rating from ‘negative outlook’ to
‘stable’. A strong credit rating facilitates SP AusNet’s
access to competitive funding.
In February and March 2010, SP AusNet successfully
completed the following bond issues to raise
approximately A$920.1 million:
• CHF 475 million 5.5 year Swiss Franc bond issue.
The bond was priced at a margin of 65 basis points
over the benchmark swap rate and was swapped
back to approximately A$520.1 million at an equivalent
rate of BBSW + approximately 152 basis points.
• HKD 700 million 10 year Hong Kong dollar bond
issue. The bond was priced at a coupon of 4.125
per cent per annum and was swapped back to
approximately A$100.0 million at an equivalent rate
of BBSW + approximately 170 basis points; and
• A$300.0 million 7.5 year Australian dollar bond issue.
The bond was priced at a margin of 160 basis points
over the benchmark swap rate.
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Some of SP AusNet’s sustainability activities during
the past year that are outlined in the 2010 Sustainability
Report include:
• developing a Sustainability Strategy for SP AusNet,
which is aligned to SP AusNet’s corporate five-year
strategy and 12-month business plan;
• promoting smart meter benefits through the CSIRO
Zero Emission House program;
• gas pipe replacement program to help reduce
leakages, which are the greatest source of
SP AusNet’s direct greenhouse gas emissions;
• responding to climate change impacts, including
through its partnership with CSIRO to conduct an
electric car trial to understand the impact of this new
technology on the electricity distribution network;
• continued engagement with the community through
regular Stakeholder Consultative Committee
sessions and Regional Forums across network
areas; and
• partnering with community groups in its distribution
areas through SP AusNet’s sponsorship program
and regional Community Development Fund.
The 2010 Sustainability Report will be accessible from
SP AusNet’s website at www.sp-ausnet.com.au from
mid-July.
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Interest Income

2.880
4.148
0.972

0
2008/09

2009/10
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* Based on security price as at 31 March 2010 of A$0.91 and FY10 distribution of 8cps

Regulated Asset Base as at March 2010 is A$5.69bn
RAB
VALUE (A$bn)
5.0

Staggered reset periods reduce regulatory risk

Key sustainability activities

3.501

Fully Franked Dividend

87%
Regulated

To articulate the achievements and challenges faced
by sustainable businesses, SP AusNet has developed
its third full Sustainability Report to be published in
July 2010.
The report, which should be read in conjunction with
this document and the 2010 Statutory Annual Report,
contains measures and targets for a wide range of
sustainability initiatives and programs underway.
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INNOVATION
In 2009/10, SP AusNet used innovative measures to
continuously improve its Bushfire Mitigation Program,
by using intelligent aerial inspection via a helicopter
- a first for an electricity distribution business
in Australia.
This was achieved by introducing a set of tools that
controlled the flight path of the aircraft, enabling it to
fly the exact geographic pattern of the distribution
network, safely and efficiently.
This included Global Positioning Software (GPS)
designed in-house by SP AusNet. The software aided
the helicopter flight path control systems based on
the GPS co-ordinates of the electrical network assets.
This system resulted in significant safety benefits and
dramatically reduced the flight mission times.
Approximately 15,500 powerpoles were inspected
as part of the program, in addition to the 62,800
powerpoles inspected annually as part of the routine
inspection cycle.
The helicopter inspections occurred across the highest
fire risk areas in SP AusNet’s distribution network area
– as identified by fire agencies - in locations within
three kilometres of state forests or plantations.
Digital photos taken from the aircraft were tagged
with the global position of the asset so images could
be easily linked to the actual powerpole within the
network, back in the office, where the photos were
examined to determine if any maintenance needed to
be carried out.

The 2009/10 financial year also saw the continued use
of innovative asset inspection techniques such as a
21-metre telescopic Hi-Mast and an unmanned aerial
vehicle (or drone). Both leading-edge technologies
allow a high resolution 35x optical zoom camera to
take photographs of pole top hardware to assist in
determining asset condition and replacement.
Another innovation under development by SP AusNet,
in collaboration with Monash University and Paton Air,
will ultimately provide intelligent asset inspection and
condition assessment of high voltage transmission
conductors and fittings across SP AusNet’s network.
The program includes semi-automated laser-guided
high resolution aerial photography, together with
subsequent advanced digital image processing
techniques to detect any abnormal conditions like
conductor damage or corrosion.
With expected completion in the 2010/11 financial year,
this program will enable a highly efficient and effective
asset inspection regime and a significant improvement
in the treatment of risk for these important assets.
In April 2009, SP AusNet committed to forming an
in-house design team to provide detailed design
services for terminal and stations projects. This work
was previously conducted by external design service
providers.
The new design team, made up of existing employees,
has already exceeded expectations, delivering timely,
high quality and cost-effective service to its internal
clients, with an aim for SP AusNet employees to carry
out 20 per cent of designs by 2012.
One of the key benefits of having an in-house
design team is understanding the expectations of
SP AusNet’s short and long-term goals. The design
team also provides full engineering support during the
construction phase of its design projects, which results
in a streamlined process and a cost-effective delivery.
Along with the establishment of effective processes
and procedures, the design team has already
successfully completed the detailed design of 14
transmission and distribution projects, and has another
eight projects underway.

SUSTAINABILITY REPORT 2010
ANNUAL REPORT 2010
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The following financial information provides a summary of the results for SP AusNet.

FINANCIALS

Income Statement

			

Our purpose / Our values

Our strategy

			

2009 A$M

Receipts from customers (inclusive of goods and services tax)

1,362.3

1,238.5

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

(611.3)

(553.0)

Income tax paid

(21.7)

(25.7)

Interest received

9.3

4.6

(318.0)

(315.6)

420.6

348.8

(583.4)

(461.7)

4.2

2.9

(1.8)

–

(581.0)

(458.8)

399.3

–

(185.5)

(218.5)

Proceeds from borrowings

1,283.5

1,263.2

Repayment of borrowings

(799.0)

(939.5)

Net cash inflow/(outflow) from financing activities

698.3

105.2

Net increase/(decrease) in cash held

537.9

(4.8)

7.2

12.0

545.1

7.2

Revenue

1,333.6

1,169.4

Expenses, excluding finance costs

(789.8)

(712.2)

543.8

457.2

13.8

14.2

Finance expenses

(308.5)

(303.1)

Interest and other costs of finance paid

Net finance (costs)/income

(294.7)

(288.9)

Net cash inflow/(outflow) from operating activities

Operational report

Finance income

Cash flows from operating activities

» Electricity distribution

Profit/(loss) before income tax

249.1

168.3

Cash flows from investing activities

» Gas distribution

Income tax (expense)/benefit

(40.1)

(21.4)

Proceeds from sale of property, plant and equipment

» Select solutions

Profit/(loss) for the year

209.0

146.9

Purchase of other intangible assets

Financial stability

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

Sustainability

Profit/(loss) attributable to SP AusNet Distribution
Total profit/(loss) for the year

154.9

25.9

(8.0)

209.0

146.9

Innovation

Financials
» Income statement

Earnings per security for profit attributable to the ordinary Securityholders
of the Stapled Group
Basic and diluted earnings per security (cents per security)
The above income statement should be read in conjunction with the Statutory Annual Report 2010.

Payments for property, plant and equipment

Net cash inflow/(outflow) from investing activities
183.1

8.09

6.99

Cash flows from financing activities
Proceeds from issue of securities1
Distributions paid

2

» Cash flow statement

Cash and cash equivalents at the beginning of the financial year

» Statement of
financial position

Cash and cash equivalents at the end of the financial year

SP AusNet’s year in review

Glossary
SUSTAINABILITY REPORT 2010

COMBINED

2010 A$M

2009 A$M

Profit/(loss) from operating activities

For the year ended 31 March 2010

COMBINED

2010 A$M

People and safety

» Electricity transmission

Cash Flow Statement

For the year ended 31 March 2010

The above cash flow statement should be read in conjunction with the Statutory Annual Report 2010.

Footnotes
1

The amount of proceeds from issue of units net of transaction costs.

2

Amounts shown represent distributions paid of A$232.2 million (2009: A$245.1 million) offset by proceeds from
the DRP of A$46.9 million (2009: A$26.6 million), less transaction costs of A$0.2 million.

ANNUAL REPORT 2010
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Statement of Financial Position

As at 31 March 2010

			
ASSETS

7.2

Receivables

207.6

182.7

Inventories

16.4

15.8

349.0

54.3

Other current assets

11.2

11.0

Total current assets

1,129.3

271.0

Derivative financial instruments

Non-current assets
15.8

16.1

356.2

354.5

Property, plant and equipment

7,065.0

6,721.9

41.5

455.4

0.9

0.9

Total non-current assets

7,479.4

7,548.8

TOTAL ASSETS

8,608.7

7,819.8

Intangible assets
Derivative financial instruments
Other assets

Current liabilities
Payables and other liabilities

215.9

225.3

» Income statement

Borrowings

749.0

225.1

72.4

240.0

4.1

2.0

57.6

51.0

1,099.0

743.4

4.1

5.0

3,731.9

4,267.1

Derivative financial instruments

649.4

245.9

Deferred tax liabilities

306.5

237.3

43.7

93.3

Total non-current liabilities

4,735.6

4,848.6

Total liabilities

5,834.6

5,592.0

NET ASSETS / (LIABILITIES)

2,774.1

2,227.8

Derivative financial instruments

» Statement of
financial position
SP AusNet’s year in review

Glossary
SUSTAINABILITY REPORT 2010
ANNUAL REPORT 2010

2010 A$M

2009 A$M

0.5

0.5

Reserves

(77.0)

(159.7)

Retained profits / (accumulated losses)

608.1

565.5

531.6

406.3

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

2,242.5

1,821.5

TOTAL EQUITY

2,774.1

2,227.8

Contributed equity

This statement of financial position should be read in conjunction with the Statutory Annual Report 2010.

LIABILITIES

Financials

» Cash flow statement

EQUITY

COMBINED

Equityholders of SP AusNet Distribution
545.1

» Select solutions

Innovation

2009 A$M

Cash and cash equivalents

Inventories

Sustainability

2010 A$M

			

Current assets

» Gas distribution

Financial stability

COMBINED

Current tax payable
Provisions
Total current liabilities
Non-current liabilities
Payables and other liabilities
Borrowings

Provisions
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SP AUSNET’S YEAR IN REVIEW
Safety

Capital program delivery

• Achieved a 12 per cent reduction in the Recordable Injury Frequency Rate for employees and contractors
and a 29 per cent reduction for field-based employees

• Total capital investment of A$580.7 million

• Completed more than 4,500 safety observations across the business, compared to a target 4,000

People

Operational report

• Continued to extend its full support to the 2009 Victorian Bushfires Royal Commission of Inquiry.
A number of SP AusNet employees were this year involved in providing evidence to the commission.
Final recommendations are due in July 2010.

» Electricity transmission

• Received an Equal Opportunity for Women in the Workplace Agency (EOWA) award for the advancement
of women in a non-traditional area or role

» Electricity distribution
» Gas distribution

• Installed 19,000 smart meters as part of the Victorian Government’s Advanced Metering Infrastructure program

• Welcomed 31 apprentices and trainees to the business, as part of the ‘Skilling for the Future’ program

• Net profit after tax (NPAT) of A$209.0 million, driven by higher regulated revenues across all networks and lower
management fees

Sustainability

• Revenue result up 14 per cent on last year, driven by the increased activity associated with Select Solutions and
a combination of regulated price adjustments, an increase in customer connections and customer contributions
• A final distribution of 4.0 Australian cents, resulting in total distributions for the year of 8.0 Australian cents
• Raised approximately A$408.4 million under an accelerated non-renounceable entitlement offer

Financials

• Successfully completed a 475 million Swiss Franc bond issue, a 700 million Hong Kong dollar bond issue and
a 300 million Australian dollar issue to raise approximately A$920.1 million in total. The proceeds have been or
will be used to repay existing debt, fund capital expenditure and for other working capital requirements.

» Income statement

• Corporate credit rating outlook revised by Standard & Poor’s (S&P) from ‘negative outlook’ to ‘stable’

» Cash flow statement

• Large business audits currently being undertaken by the Australian Tax Office (ATO). The ATO has not yet issued
an amended assessment. SP AusNet has not changed its view in regard to the availability of deductions.

» Statement of
financial position

Customer

SUSTAINABILITY REPORT 2010

• Submitted its Electricity Distribution Price Review for the 2011 to 2015 period to the Australian Energy Regulator,
with a focus on demand for energy infrastructure

• Accredited as a Breastfeeding Friendly Workplace by the Australian Breastfeeding Association

Financial stability

Glossary

Business excellence

• Awarded a full engineering scholarship to a female employee

Financial

SP AusNet’s year in review

• Established a project to review the end-to-end process for fault restoration, leading to better customer service

• Received two Australian Institute of Project Management Awards - one for Management of Projects in
the category of ‘Construction/Engineering Less Than A$100 million’ and one for ‘2009 Victorian Project Manager
of the Year’

» Select solutions

Innovation

• Inspected more than 62,000 powerpoles as part of the annual maintenance program and inspected an additional
15,500 powerpoles by helicopter

• A total of 28,598 new end-consumers connected to its gas and electricity networks
• Electricity transmission network availability was 99.02 per cent in the 2009 calendar year, favourable to
the regulator’s target of 98.73 per cent
• The electricity distribution network’s reliability measure was 358.0 minutes. As a result regulatory targets were
not met.
• The gas distribution network’s reliability measure was 0.84 minutes, compared to the target of 1.00 minute

ANNUAL REPORT 2010
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AEMO

Australian Energy Market Operator

AER

Australian Energy Regulator

ATO

Australian Taxation Office

GWh

giga watt hours
A measure of electricity consumption
equivalent to using 1,00 megawatts
of power over a period of one hour

Our strategy
People and safety
km

kilometres

kV

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

» Electricity distribution

MW

megawatt, unit of electrical power equal
to one million watts

» Gas distribution

MWh

megawatt hours

PJ

petajoule, a joule is a unit of energy

Operational report

» Electricity transmission

» Select solutions
Financial stability
Sustainability

Innovation

A petajoule is 1015
RAB

Regulated Asset Base

RIFR

Recordable Injury Frequency Rate

USAIDI

Unplanned Supply Average Interruption
Duration Index

Financials

» Income statement
» Cash flow statement
» Statement of
financial position
SP AusNet’s year in review
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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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