
 

 

 

 

 

 

 
SPI Networks (Gas) Pty Ltd 
ACN 086 015 036 

 
Special Purpose Financial Report 
 
For the financial year ended 31 March 2014 
 



SPI Networks (Gas) Pty Ltd 
  

 

 

 

 

 

 

 

 

 

  

Financial Statements  

Contents 

Directors' report 3 

Lead auditor's independence declaration 7 

Income statement 8 

Statement of comprehensive income 9 

Statement of financial position 10 

Statement of changes in equity 11 

Statement of cash flows 12 

Notes to the financial statements 13 

Directors' declaration 29 

Independent auditor's report 30 

 

The financial report is presented in Australian dollars. 

SPI Networks (Gas) Pty Ltd is a company limited by shares, incorporated and domiciled in Victoria, Australia. Its registered office and 
principal place of business is: 
 
Level 31, 2 Southbank Boulevard 
Southbank, Victoria 3006 
Australia 

A description of the nature of SPI Networks (Gas) Pty Ltd’s operations and its principal activities is included in the Directors’ report. 

The financial report was authorised for issue by the Directors on 29 July 2014. 
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The Directors of SPI Networks (Gas) Pty Ltd (the Company) present their report on the special purpose financial report of the 
Company for the financial year ended 31 March 2014. 

The immediate parent of the Company is SPI (No.9) Pty Ltd. The ultimate Australian parent of the Company is SP Australia Networks 
(Distribution) Ltd (SP AusNet Distribution), a company incorporated in Australia, which is part of a listed stapled group trading as SP 
AusNet. SP AusNet comprises the Stapled Group of SP AusNet Distribution and its subsidiaries, SP Australia Networks 
(Transmission) Ltd (SP AusNet Transmission) and its subsidiaries, and SP Australia Networks (Finance) Trust (SP AusNet Finance 
Trust). The Stapled Group is also referred to as the SP AusNet Group. 

Directors 

The persons listed below were Directors of the Company during the whole of the financial year and up to the date of this report unless 
otherwise noted. 

Nino Ficca (Managing Director) 

Norman Drew (resigned effective 28 July 2014) 

Adam Newman  

Charles Popple 

Principal activities 

The principal activity of the Company the delivery of natural gas to approximately 633,184 consumer connection points over 60,000 
square kilometres in central and western Victoria including some of Melbourne’s western suburbs. 

Dividends 

No dividends were paid and/or approved to members during the financial year. 
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Review of operations 

A summary of the Company's revenues and results is set out below: 

 

2014 

$M 

2013 

$M 

Revenue  195.2   211.4  

   

Profit before income tax  21.6   11.0  

Income tax expense  (6.5)   (3.6)  

Profit for the year  15.1   7.4  

Discussion and analysis for the year ended 31 March 2014 

This discussion and analysis is provided to assist readers in understanding the special purpose financial report. 

Income statement 

The Company achieved a net profit after tax of $15.1 million for the year ended 31 March 2014. 

Total revenue has decreased by $16.2 million or 7.7 per cent largely due to a combination of regulated price decreases from 1 July 
2013 and lower volumes. Warmer temperatures, particularly during the winter period, contributed to declining volumes. Total gas 
delivered through the network during the year was 67.0 PJ, a decrease of 7.5 per cent over the previous corresponding financial year. 
As at 31 March 2014, SP AusNet had 633,184 consumers connected to its gas distribution network representing an increase of 
13,071 or 2.1 per cent during the year.   

Financial position 

The Company’s total assets as at 31 March 2014 were $1,688.0 million comprising primarily of property, plant and equipment of 
$1,335.8 million, intangible assets of $237.3 million and non-current receivables of $96.6 million. 

Current liabilities as at 31 March 2014 were $4.6 million comprising of provisions of $2.8 million and payables and other liabilities of 
$1.8 million. 

Non-current liabilities as at 31 March 2014 were $1,273.9 million comprising primarily of borrowings of $1,079.5 million. 

Cash flow statement 

Net operating cash inflows for the year ended 31 March 2014 were $57.0 million, a decrease of $3.7 million on the comparative 
period. 

Net outflows from investing activities of $69.4 million resulted from payments for property, plant and equipment.   

The net inflow from financing activities of $12.4 million resulted from proceeds of related party borrowings.  
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Environmental Regulation and Climate Change 

The Company was subject to both Federal and State Government environmental legislation during the year. The most significant 
areas of environmental legislation affecting the SP AusNet and the Company in Victoria are those which regulate noise emissions, 
greenhouse gas emissions, the discharge of emissions to land, air and water, the management of oils, chemicals and dangerous 
goods, the disposal of wastes, and those which govern the assessment of land use including the approval of developments.  The 
Directors are not aware of any breaches of legislation during the year which are material in nature. 

Under the National Greenhouse and Energy Reporting (NGER) Act 2007, corporations that meet or exceed thresholds are required to 
report greenhouse gas emissions and energy usage by 31 October each year. SP AusNet meets these thresholds and has lodged its 
NGER reporting with the Clean Energy Regulator for the period from 1 July 2012 to 30 June 2013. 

On 17 July 2014, the Federal Government approved the repeal of the carbon pricing mechanism, applicable from 1 July 2014. 

Significant changes in the state of affairs 

Other than referred to above, in the opinion of the Directors, there were no significant changes in the state of affairs of the Company 
that occurred during the year under review. 

Matters subsequent to the end of the financial year 

Debt raising 

In June 2014, SP AusNet successfully priced: 

• a Norwegian Kroner ("NOK") 900 million, 15 year bond issue to raise approximately A$160 million; and 

• an Australian Dollar ("A$") 100 million, 10 year bond issue. 

These bonds will add to SP AusNet's funding diversity both in terms of maturity and sources of debt. 

Other than the matter referred to above, the Directors are not aware of any circumstances that have arisen since 31 March 2014 that 
have significantly affected or may significantly affect the operations, and results of those operations or the state of affairs, of the 
Company in financial years subsequent to 31 March 2014. 

Likely developments and expected results of operations 

Information on likely developments in the operations of the Company and the expected results of operations, other than already 
disclosed in this report, have not been included in this report because the Directors believe it would likely result in unreasonable 
prejudice to the Company. 
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 Notes 

2014 

$M 

2013 

$M 

Revenue 2  195.2   211.4  

Expenses, excluding finance costs 3  (110.0)   (103.0)  

Profit from operating activities 
 

 85.2   108.4  

 
 

  

Finance costs 4  (63.6)   (97.4)  

Net finance costs 
 

 (63.6)   (97.4)  

Profit before income tax 
 

 21.6   11.0  

Income tax expense 5  (6.5)   (3.6)  

Profit for the year  
 15.1   7.4  

 

 

The above income statement should be read in conjunction with the accompanying notes. 
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2014 

$M 

2013 

$M 

Profit for the year  15.1   7.4  

Other comprehensive income for the year, net of income tax  -   -  

Total comprehensive income for the year  15.1   7.4  

 

 

The above statement of comprehensive income should be read in conjunction with the accompanying notes. 
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 Notes 
2014 
$M 

2013 
$M 

ASSETS    

Current assets    

Receivables 6  18.1   16.3  

Other assets 7  0.2   0.2  

Total current assets   18.3   16.5  

Non-current assets    

Receivables 6  96.6   97.3  

Intangible asset 9  237.3   237.3  

Property, plant and equipment 8  1,335.8   1,302.3  

Total non-current assets   1,669.7   1,636.9  

Total assets  
 1,688.0   1,653.4  

LIABILITIES    

Current liabilities    

Payables and other liabilities 10  1.8   7.8  

Provisions 12  2.8   4.2  

Total current liabilities   4.6   12.0  

Non-current liabilities    

Borrowings 11  1,079.5   1,067.1  

Deferred tax liabilities   168.5   162.7  

Provisions 12  25.9   17.2  

Total non-current liabilities   1,273.9   1,247.0  

Total liabilities  
 1,278.5   1,259.0  

Net assets  
 409.5   394.4  

EQUITY    

Equityholders of SPI Networks (Gas) Pty Ltd    

Contributed equity 13  781.0   781.0  

Accumulated losses   (371.5)   (386.6)  

Total equity  
 409.5   394.4  

 

 

The above statement of financial position should be read in conjunction with the accompanying notes. 
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Contributed 
equity 

$M 

Accumulated 
losses 

$M 

Total equity 

$M 

31 March 2014      

Balance as at 1 April 2013   781.0   (386.6)   394.4  

Total comprehensive income for the year     

Profit for the year   -   15.1   15.1  

Total comprehensive income for the financial year   -   15.1   15.1  

Balance as at 31 March 2014   781.0   (371.5)   409.5  

31 March 2013      

Balance as at 1 April 2012   406.0   (394.0)   12.0  

Total comprehensive income for the year     

Profit for the year   -   7.4   7.4  

Total comprehensive income for the financial year   -   7.4   7.4  

Transactions with owners, recorded directly in equity     

New shares issued (net of transaction costs) 13  375.0   -   375.0  

Total transactions with owners   375.0   -   375.0  

Balance as at 31 March 2013   781.0   (386.6)   394.4  

 

 

The above statement of changes in equity should be read in conjunction with the accompanying notes. 
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 Notes 

2014 

$M 

2013 

$M 

Cash from operating activities 
 

  

Receipts from customers (inclusive of goods and services tax)   193.5   232.1  

Payments to suppliers and employees (inclusive of goods and services tax)   (73.4)   (74.8)  

Finance costs paid   (63.1)   (96.6)  

Net cash inflow from operating activities 17  57.0   60.7  

 

Cash flows from investing activities 
 

  

Payments for property, plant and equipment   (69.4)   (79.7)  

Net cash outflow from investing activities   (69.4)   (79.7)  

 

Cash flows from financing activities 
 

  

Net proceeds/(repayments) from related parties (i)   12.4   (356.0)  

Proceeds from issue of shares 13  -   375.0  

Net cash inflow from financing activities   12.4   19.0  

 

Net cash increase/(decrease) in cash held   -   -  

Cash and cash equivalents at the beginning of the year   -   -  

Cash and cash equivalents at the end of the year   -   -  

 

(i) Certain subsidiary companies provide transactional banking facilities for other entities within the SP AusNet Group and 
receipts and payments are recorded through intra-group loans. Such transactions, which took place during the financial 
period, have been treated as cash flows as the transactions would have resulted in a cash flow to the other entities within 
the SP AusNet Group if they maintained their own banking facilities. 

 

The above statement of cash flows should be read in conjunction with the accompanying notes. 
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Note 1  Summary of significant accounting policies 

The principal accounting policies adopted in the preparation of the financial report are set out below.  

(a) Basis of preparation 

In the opinion of the Directors, the Company is not a reporting entity. The financial report prepared by a for-profit entity for the year 
ended 31 March 2014, is a special purpose financial report which has been prepared for distribution to the members and for the 
purposes of fulfilling the requirements of the Corporations Act 2001 (Cth). 

The special purpose financial report has been prepared in accordance with the recognition and measurement requirements of all 
applicable Australian Accounting Standards and interpretations adopted by the Australian Accounting Standards Board and the 
Corporations Act.   

The special purpose financial report does not include all the disclosure requirements of Australian Accounting Standards except for 
the following Australian Accounting Standards of which the disclosure requirements have been fully complied with: 

• AASB 101 Presentation of Financial Statements 

• AASB 107 Cash Flow Statements  

• AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors 

• AASB 1031 Materiality 

• AASB 1048 Interpretation Standards 

• AASB 1054 Australian Additional Disclosures 

This special purpose financial report is presented in Australian dollars. 

The financial statements were approved by the Board of Directors on 29 July 2014. 

The financial report has been prepared on a going concern basis, which contemplates the continuity of normal trading operations. 
The Company has positive net assets and has access to debt facilities via SPI Electricity & Gas Australia Holdings Pty Ltd, which is 
the common or central funding vehicle (CFV) for SP AusNet. SPI Electricity & Gas Australia Holdings Pty Ltd is trading profitably and 
continually been able to refinance maturing debt. 

(i) Historical cost convention 

The financial statements have been prepared under the historical cost convention, except for certain financial assets and liabilities 
(including derivative instruments) at fair value. 

(ii) Critical accounting estimates and judgements 

The preparation of financial statements in conformity with Australian Accounting Standards requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgement in the process of applying the Company's accounting 
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant 
to the financial statements, are disclosed in note 15. 
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(b) Revenue recognition 

Revenue is measured at the fair value of the consideration received net of the amount of Goods and Services Tax (GST) payable to 
the taxation authority. Gas distribution regulated revenue is revenue earned from the distribution of gas and related services and is 
recognised as the services are rendered.   

(c) Income tax 

(i) Current tax 

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit or loss for 
the period. It is calculated using tax rates and tax laws that have been enacted or substantively enacted by the reporting date.  
Current tax for current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid (or refundable). 

(ii) Deferred tax 

Deferred tax is accounted for using the balance sheet liability method in respect of differences between the carrying amount of assets 
and liabilities in the financial statements and the corresponding tax base of those items. 

Deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised to the extent that it is 
probable that sufficient taxable amounts will be available against which deductible temporary differences or unused tax losses and 
tax offsets can be utilised. Deferred tax assets and liabilities are, however, not recognised if the temporary differences giving rise to 
them arise from the initial recognition of assets and liabilities (other than as a result of a business combination), which affects neither 
taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to taxable temporary 
differences arising from goodwill. 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when the asset and liability 
giving rise to them are realised or settled, based on the tax rates (and tax laws) that have been enacted or substantively enacted by 
the reporting date. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Company expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities. 

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and the Company 
intends to settle its tax assets and liabilities on a net basis. 

(iii) Tax expense 

Current and deferred tax is recognised as an expense or income in the income statement, except when it relates to items credited or 
debited directly to equity, in which case the deferred tax is also recognised directly in equity, or where it arises from the initial 
accounting for a business combination, in which case it is taken into account in the determination of goodwill. 
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(iv) Tax consolidation 

SP AusNet Distribution is the head entity in a tax consolidated group comprising SP AusNet Distribution and its wholly-owned 
subsidiaries, which includes the Company. The Company is part of a tax-consolidated group and accordingly does not have franking 
credits in its own right. 

The current and deferred tax amounts for the tax consolidated group are allocated among the entities in the group using the 
stand-alone taxpayer method. 

The members of the tax consolidated group have entered into a tax funding arrangement which sets out the funding obligations of 
members of the tax consolidated group in respect of tax amounts. The tax funding arrangement requires payments to/(from) the head 
entity equal to the current tax liability/(asset) calculated under the stand alone taxpayer method and any deferred tax asset relating to 
tax losses assumed by the head entity. The members of each tax consolidated group have also entered into valid tax sharing 
agreements under the tax consolidation legislation which set out the allocation of income tax liabilities between the entities should the 
head entity default on its tax payment obligations and the treatment of entities leaving the tax consolidated group. 

The head entity recognises deferred tax assets arising from unused tax losses of the tax consolidated group to the extent that it is 
probable that future taxable profits of the tax consolidated group will be available against which the assets can be utilised. Any 
subsequent period adjustments to deferred tax assets arising from unused tax losses assumed from subsidiaries are recognised by 
the head entity only. 

Any current tax liabilities (or assets) and deferred tax assets arising from unused tax losses assumed by each head entity from the 
subsidiaries in its tax consolidated group are recognised in conjunction with any tax funding arrangement amounts.  

(d) Leases 

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership 
to the lessee.  All other leases are classified as operating leases. The Company does not have any finance lease arrangements. 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term unless another systematic basis 
is more representative of the time pattern of the benefit. 

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability.  The 
aggregate benefits of incentives are recognised as a reduction of rental expense on a straight-line basis over the term of the lease, 
except where another systematic basis is more representative of the time pattern in which economic benefits from the leased asset 
are consumed. 

(e) Receivables 

Current and non-current receivables are initially recognised at the fair value of the amounts to be received and are subsequently 
measured at amortised cost, less any allowance for impairment. 

Collectability of receivables is reviewed on an ongoing basis. Debts that are known to be uncollectible are written off.  An allowance 
for impairment is established when there is objective evidence that the Company will not be able to collect all amounts due according 
to the original terms of the receivables. The amount of the allowance is the difference between the asset’s carrying amount and the 
present value of estimated future cash flows, discounted at the effective interest rate. The change in the amount of the allowance is 
recognised in the income statement. 
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(f) Property, plant and equipment 

Items of property, plant and equipment are stated at historical cost less depreciation. The cost of contributed assets is their fair value 
at the date the Company gains control of the asset.  

Historical cost includes all expenditure that is directly attributable to the acquisition of the asset, including an appropriate allocation of 
overheads and capitalised borrowing costs. Cost may also include transfers from the hedge reserve of any gains/losses on qualifying 
cash flow hedges of foreign currency purchases of property, plant and equipment. 

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is 
probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured 
reliably. 

Maintenance and repair costs and minor renewals are charged as expenses as incurred, except where they relate to the replacement 
of an asset, in which case the costs are capitalised and depreciated, and the replaced item is derecognised.  

Depreciation is provided for on property, plant and equipment, including freehold buildings but excluding land and easements.  
Depreciation is calculated on a straight-line basis so as to write off the net cost of each asset over its estimated useful life to its 
estimated residual value. The estimated useful lives, residual values and depreciation methods are reviewed annually, and where 
changes are made, their effects are accounted for on a prospective basis. 

The expected average useful lives of major asset classes for the current and comparative periods are as follows: 

 
 Years  

Distribution network (gas)  15-80     

Buildings  40-99     

Other general assets  3-10     

Motor vehicles and heavy machinery  3-12     

Computer equipment and software  3-5     

(g) Intangible assets 

(i) Distribution licence 

The distribution licence held entitles the Company to distribute gas within its licensed region. The distribution licence is stated at cost 
and is considered to be an indefinite life intangible asset, which is not amortised. The distribution licence is tested for impairment 
annually and is carried at cost less any accumulated impairment losses. 
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(h) Impairment of non-financial assets other than goodwill 

At each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to determine whether there is 
any indication that those assets have suffered an impairment loss. An impairment loss occurs when an asset's carrying amount 
exceeds its recoverable amount. If any such indication exists, the recoverable amount of the asset is estimated in order to determine 
the extent of the impairment loss (if any). Where the asset does not generate cash flows that are independent from other assets, the 
Company estimates the recoverable amount of the cash-generating unit (CGU) to which the asset belongs. A CGU is the smallest 
group of assets that generate independent cash flows. 

Intangible assets with indefinite useful lives are tested for impairment annually regardless of whether there is an indication that the 
asset or related CGU may be impaired.   

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing fair value less costs to sell, the 
estimated future post-tax cash flows are discounted to their present value using a post-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset. 

If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying amount of the asset (or 
CGU) is reduced to its recoverable amount. The impairment loss is allocated first to reduce the carrying amount of any goodwill 
allocated to the CGU and then to the other assets of the CGU pro-rata on the basis of the carrying amount of each asset in the CGU.  
An impairment loss is recognised in the income statement immediately. 

(i) Trade and other payables 

These amounts represent liabilities for goods and services provided to the Company prior to the end of financial year which are 
unpaid. Trade and other payables are stated at cost, are unsecured and are usually payable within 30 days of end of month. 

(j) Borrowings 

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at 
amortised cost. Any difference between the proceeds (net of transaction costs) and redemption amount is recognised in the income 
statement over the period of the borrowings using the effective interest rate method. 

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of the liability for at 
least 12 months after the reporting date or has the discretion to refinance or roll over the liability for at least 12 months after the 
reporting date under an existing loan facility. 

(k) Net financing costs 

Finance costs comprise interest expense on borrowings and unwinding of discount on provisions. All borrowing costs are recognised 
in the income statement using the effective interest rate method, other than borrowing costs directly attributable to a qualifying asset 
which are capitalised into the cost of that asset. 

The capitalisation rate used to determine the amount of borrowing costs to be included in the cost of qualifying assets is the average 
interest rate of 6.3 per cent (2013: 7.3 per cent) applicable to the Company’s outstanding borrowings during the period.  
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(l) Provisions 

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it is more likely 
than not that an outflow of resources will be required to settle the obligation, and the amount of the provision can be measured 
reliably. Provisions are not recognised for future operating losses. 

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the 
receivable is recognised as an asset if it is virtually certain that recovery will be received and the amount of the receivable can be 
measured reliably. 

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at reporting 
date, taking into account the risks and uncertainties surrounding the obligations. Where a provision is measured using the cash flows 
estimated to settle the present obligation, its carrying amount is the present value of those cash flows. 

(m) Contributed equity 

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in 
equity as a deduction, net of tax, from proceeds. 

(n) New standards not yet adopted  

A number of new standards, amendments to standards and interpretations were available for early adoption for the Company's 
annual reporting period beginning 1 April 2013, but have not been applied in preparing this financial report. These changes are not 
expected to result in any material changes to the Company’s financial performance or financial position. 

(o) Rounding of amounts 

The Company is of a kind referred to in Class Order 98/100, issued by the Australian Securities and Investments Commission, 
relating to the 'rounding off' of amounts in the financial report. Amounts in the financial report have been rounded off in accordance 
with that Class Order to the nearest hundred thousand dollars, or in certain cases, the nearest thousand dollars.  
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Note 2  Revenue 

 

2014 

$M 

2013 

$M 

Revenue   

Regulated revenue  195.2   211.4  

Total revenue  195.2   211.4  

 

Note 3  Expenses 

 

2014 

$M 

2013 

$M 

Expenses, excluding finance costs, included in the income statement:   

Use of system and associated charges  2.5   1.4  

Administrative expenses  7.9   7.3  

Consulting fees - related parties  63.0   56.9  

Other operating expenses  0.6   0.5  

Depreciation  35.2   36.3  

Net loss on disposal of property, plant and equipment  0.8   0.6  

Total expenses, excluding finance costs  110.0   103.0  

 

Note 4  Net finance costs 

 

2014 

$M 

2013 

$M 

Finance costs   

Interest expense - related parties  63.1   96.6  

Unwind of discount on provisions  0.5   0.8  

Total finance costs  63.6   97.4  

Net finance costs  63.6   97.4  



SPI Networks (Gas) Pty Ltd 

Notes to the financial statements 
31 March 2014 
 

21 

Note 5  Income tax and deferred tax 

(a) Income tax expense 

  

2014 

$M 

2013 

$M 

Current tax   0.6   (1.0)  

Deferred tax   5.9   4.6  

 
 

 6.5   3.6  

(b) Numerical reconciliation of income tax expense to prima facie tax payable 

Profit before income tax expense  21.6   11.0  

Tax at the Australian tax rate of 30% (2013: 30%)  6.5   3.3  

Tax effect of amounts which are not deductible/(taxable) in calculating taxable income:   

Sundry items   -   0.3  

Income tax expense  6.5   3.6  

 

Note 6  Receivables 

 

2014 

$M 

2013 

$M 

Current receivables   

Accounts receivable  5.6   5.0  

Accrued revenue  12.5   11.3  

Total current receivables  18.1   16.3  

Non-current receivables   

Related party receivables (i)  96.6   97.3  

Total non-current receivables  96.6   97.3  

Total receivables  114.7   113.6  

(i) Non-current related party receivables includes $96.6 million receivable from head entity of the tax consolidated group, SP 
AusNet Distribution. 
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Note 7  Other assets 

 

2014 

$M 

2013 

$M 

Current other assets   

Prepayments  0.2   0.2  

Total current other assets  0.2   0.2  

Total other assets  0.2   0.2  

 

Note 8  Property, plant and equipment 

 

2014 

$M 

2013 

$M 

Land and buildings   

Freehold land and buildings  2.5   2.5  

Accumulated depreciation  (0.4)   (0.4)  

  2.1   2.1  

Plant and equipment   

Plant and equipment  1,799.2   1,731.4  

Accumulated depreciation  (465.5)   (431.2)  

  1,333.7   1,300.2  

Total property, plant and equipment  1,335.8   1,302.3  

 

Note 9  Intangible asset 

 

2014 

$M 

2013 

$M 

Distribution licence   

Opening net book amount - distribution licence  237.3   237.3  

Closing net book amount - distribution licence  237.3   237.3  

Total intangible asset  237.3   237.3  

The distribution licence is considered to have an indefinite life for the following reasons: 

• the licence has been issued in perpetuity provided the licensee complies with certain licence requirements; 

• the Company monitors its performance against those licence requirements and ensures that they are met; and 

• the Company intends to continue to maintain the network for the foreseeable future. 
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Note 10 Payables and other liabilities 

 

2014 

$M 

2013 

$M 

Current liabilities - payables and other liabilities   

GST payable  1.8   7.8  

Total current payables and other liabilities  1.8   7.8  

Total payables and other liabilities  1.8   7.8  

 

Note 11 Borrowings 

 

2014 

$M 

2013 

$M 

Non-current borrowings   

Amounts owed to related parties  1,079.5   1,067.1  

Total non-current borrowings  1,079.5   1,067.1  

Total borrowings  1,079.5   1,067.1  

SPI Australia Holdings (Partnership) Limited Partnership (SPI Partnership), SPI Electricity Pty Ltd and SPI Electricity & Gas Australia 
Holdings Pty Ltd, related entities within the SP AusNet Group, hold senior external debt. Through a series of intercompany loan 
agreements debt borrowed by SPI Partnership, SPI Electricity Pty Ltd and SPI Electricity & Gas Australia Holdings Pty Ltd is 
ultimately passed through SPI (No. 8) Pty Ltd (an entity with the SP AusNet Group) to the Company and various other companies 
within the SP AusNet Group. The Company has joint and several liability in respect of these borrowings from SPI (No.8) Pty Ltd and 
the Company has made guarantees to certain external lenders in respect of certain external borrowings. 

 

Note 12 Provisions 

 

2014 

$M 

2013 

$M 

Current provisions   

Environmental provision (i)  0.2   0.6  

Sundry provisions  2.6   3.6  

Total current provisions  2.8   4.2  

Non-current provisions   

Environmental provision (i)  25.9   17.2  

Total non-current provisions  25.9   17.2  

Total provisions  28.7   21.4  

(i) The environmental provision represents an estimate of the costs for the remediation of the soil and water contamination on 
gas sites which were previously used as coal gas production facilities. An additional provision of $7.9 million was 
recognised during the year. 



SPI Networks (Gas) Pty Ltd 

Notes to the financial statements 
31 March 2014 
 

24 

Note 13 Equity 

 Notes 

2014 

Shares 

2013 

Shares 

Share capital    

Ordinary shares - fully paid (million) (a), (b)  781.0   781.0  

(a) Ordinary shares 

Ordinary shares issued and authorised have no par value. Ordinary shares entitle the holder to participate in dividends and the 
proceeds on winding up of the Company in proportion to the number of and amounts paid on the shares issued. Holders of ordinary 
shares are entitled to one vote on a show of hands or one vote for each ordinary share held on a poll at shareholders’ meetings. 

(b) Movements in ordinary share capital 

 
Date Details Number of shares $M 

1 April 2013 Opening balance   781,000,001   781.0  

31 March 2014 Closing balance   781,000,001   781.0  

    

1 April 2012 Opening balance   406,000,001   406.0  

31 March 2013 Issue of shares   375,000,000   375.0  

31 March 2013 Closing balance   781,000,001   781.0  
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Note 14 Financial risk management 

The Directors and other key management personnel of SP AusNet are engaged to provide services to the SP AusNet Group and are 
not exclusive to any particular entity within the SP AusNet Group. Accordingly, funding and other policy matters are managed for the 
whole of the SP AusNet Group and not on an individual entity basis.   

The SP AusNet Group’s activities (including the Company’s activities) expose it to a number of financial risks, including changes in 
interest rates and foreign currency exchange rates, liquidity risk and credit risk. The SP AusNet Group manages its exposure to these 
risks in accordance with its Treasury Risk Policy which is approved by the SP AusNet Board. The policy is reviewed annually or more 
regularly if required by a significant change in the SP AusNet Group’s operations. Any suggested changes are submitted to the SP 
AusNet Board for approval. 

The objective of the Treasury Risk Policy is to document the SP AusNet Group’s approach to treasury risk management and to 
provide a framework for ongoing evaluation and review of risk management techniques. The policy identifies each type of risk to 
which the SP AusNet Group (including the Company) is exposed and the objective of and techniques for managing the risk, including 
identifying and reporting risks to management and the SP AusNet Board. 

Treasury evaluates and hedges financial risks in close co-operation with the SP AusNet Group’s operating units. The Treasury Risk 
Policy provides written principles for overall risk management, as well as written policies covering specific areas, such as mitigating 
risks, use of derivative financial instruments and investing excess liquidity. 

The Treasury Risk Policy operates in conjunction with several other SP AusNet Groups policies, including: 

• SP AusNet Authority Manual which sets out the approvals required for such things as investment of surplus funds, 
execution of hedging transactions, borrowings and issue of guarantees and indemnities; 

• SP AusNet Treasury Operations Manual which sets out the day to day Treasury front office processes such as cash 
management and the operations of the Treasury back office, such as settlement processes and bank account operations; 

• SP AusNet Refinancing and Hedging Strategy which sets out the refinancing and hedging strategies over the relevant 
financial period; and  

• SP AusNet Credit Metrics Policy which sets out target ranges for the key credit metrics that determine the SP AusNet 
Group’s credit strength, such as the percentage of debt to the value of the Regulatory Asset Base (RAB) at balance date. 

Together these policies provide a financial risk management framework which supports the SP AusNet Group’s objectives of finding 
the right balance between risk and reward to enhance profitability and business performance while minimising current and future 
exposures.   

SP AusNet’s common or central funding vehicle (CFV) operates through SPI Electricity & Gas Australia Holdings Pty Ltd, a subsidiary 
of SP AusNet Distribution. The Company has access to funds through the CFV.  
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Note 15 Critical accounting estimates and judgements 

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom 
equal the related actual results. Accounting estimates and judgements where changes in those estimates and judgements could 
result in a significant change to the carrying amounts of assets and liabilities within the next financial year are detailed below: 

(a) Estimated recoverable amount of intangible asset with an indefinite useful life and associated tangible assets 

The following CGU has a significant amount of intangible asset with an indefinite useful life. 

 
  

 

2014 

$M 

2013 

$M 

CGU   

Gas distribution (distribution licence)  237.3   237.3  

Recoverable amount is the higher of fair value less costs to sell and value in use.  

Management has based its assessment of fair value less costs to sell on discounted cash flow projections over a period of 20 years 
together with an appropriate terminal value incorporating growth rates based on the long-term Consumer Price Index assumption of 
2.6 per cent. Regulated cash flow forecasts are based on allowable returns on gas distribution assets as set out in the Victorian Gas 
Industries Tariff Order, together with other information included in the Company’s five-year forecast. Cash flows after that period are 
based on an extrapolation of the forecast, taking into account inflation and expected customer connection growth rates. It is 
considered appropriate to use cash flows after the Company’s five-year forecast period considering the long-term nature of the 
Company’s activities. Cash flows are discounted using post tax discount rates of 6.3 per cent to 6.5 per cent.  

The rates used for each CGU reflect current market assessments of the time value of money and risks specific to the assets.  

Appropriate terminal values were calculated using a range of both RAB multiples and market earnings before interest, tax, 
depreciation and amortisation multiples. Fair value less costs to sell is measured using inputs that are not based on observable 
market data. Therefore, they are deemed level three within the fair value hierarchy as per AASB 13 Fair Value Measurement. 

(b) Accrued revenue 

Revenue accrual estimates are made to account for the unbilled period between the end user’s last billing date and the end of the 
accounting period. The accrual relies on detailed analysis of customers’ historical consumption patterns, which take into account 
base usage and sensitivity to prevailing weather conditions. The results of this analysis are applied for the number of days and 
weather conditions over the unbilled period. 

(c) Useful lives of property, plant and equipment 

Depreciation is provided for on property, plant and equipment, including freehold buildings but excluding land and easements. 
Depreciation is calculated on a straight-line basis so as to write off the net cost of each asset over its estimated useful life to its 
estimated residual value. The estimated useful lives, residual values and depreciation methods are reviewed annually. Assumptions 
are made regarding the useful lives and residual values based on the regulatory environment and technological developments. These 
assumptions are subject to risk and there is the possibility that changes in circumstances will alter expectations.  

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations 
of future events that are believed to be reasonable under the circumstances. 
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(d) Provisions 

(i) Environmental provision 

A provision for environmental costs is made for the remediation of contamination on gas sites which were previously used as coal gas 
production facilities. The provision is based on the estimated costs and timing of remediation, taking into account current legal 
requirements, the estimated extent of the contamination, the nature of the site and surrounding areas, and the technologies and 
methods available. 

 

Note 16 Remuneration of auditors 

The auditor of the Company is KPMG. Audit fees for the Company are paid by another entity in the SP AusNet Group. It is not 
possible to allocate these audit fees to individual entities within the SP AusNet Group. No non-audit services were provided to the 
Company by KPMG. 

 

Note 17 Reconciliation of profit after income tax to net cash flows from operating activities 
 

 

2014 

$M 

2013 

$M 

Profit for the year  15.1   7.4  

Depreciation of non-current assets  35.2   36.3  

Net loss on sale of non-current assets  0.8   0.6  

Other non-cash items   6.7   0.8  

Net cash from operations before changes in operating assets and liabilities  57.8   45.1  

(Increase)/decrease in receivables  (1.7)   1.6  

(Increase)/decrease in other assets  (0.1)   -  

Increase/(decrease) in payables and other liabilities  (6.0)   2.7  

Increase/(decrease) in net other financial assets and liabilities  (6.3)   -  

Increase/(decrease) in provisions  6.8   7.8  

Movement in tax balances  6.5   3.5  

Net cash inflow from operating activities  57.0   60.7  
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Note 18 Events occurring after the balance sheet date 

(a) Debt raising  

In June 2014, SP AusNet successfully priced: 

• a Norwegian Kroner ("NOK") 900 million, 15 year bond issue to raise approximately A$160 million; and 

• an Australian Dollar ("A$") 100 million, 10 year bond issue. 

These bonds will add to SP AusNet's funding diversity both in terms of maturity and sources of debt. 

(b) Other matters 

Other than the matter referred to above, there has been no matter or circumstance that has arisen since 31 March 2014 up to the 
date of issue of this financial report that has significantly affected or may significantly affect: 

(a) the operations in financial years subsequent to 31 March 2014 of the Company; or 

(b) the results of those operations; or 

(c) the state of affairs, in financial years subsequent to 31 March 2014, of the Company. 










