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ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Directors' overview

The directors of Electricity Networks Corporation trading as Western Power (Western Power) present this special purpose report in
accordance with the Economic Regulation Authority’s (ERA) Guidelines for Access Arrangement Information December 2010 (the
Guidelines).

Corporate information

Western Power is incorporated under the Electricity Corporations Act 2005 (WA) (the Act) and domiciled in Australia. The registered
office and principal place of business is 363 Wellington Street, Perth, Western Australia 6000.

Western Power is primarily involved in the building, maintenance and operation of the electricity network throughout the majority of
southern Western Australia. For a more detailed description of Western Power’s operations and principal activities refer to the 2013
annual report (including the audited statutory financial statements) available on Western Power’s website www.westernpower.com.au.

Likely developments
Likely developments in the operations of Western Power that were not finalised at the date of this special purpose financial report include
the matters set out below.

- Access arrangement 3
On 29 November 2012 the ERA approved Western Power’s third access arrangement for the five year period from 1 July 2012 to
30 June 2017 (AA3), including regulated capital expenditure totalling $5.8 billion (excluding gifted assets) and regulated operating
expenditure totalling $2.6 billion. The ERA sets service performance targets and network tariffs and charges that are best for the
Western Australian community. The ERA's final determination in respect of AA3 represents a major efficiency challenge for
Western Power over the forward estimates period.

State budget funding for regulated capital expenditure of $4.7 billion has been confirmed in respect of the AA3 period, including
$1.627 billion in respect of safety-related programs. However, the funding does not include Western Power’s request for full levels
of AA3 capital expenditure in 2016/17 and AA3 levels of non-growth capital expenditure over the forward estimates period.

To enable Western Power to deliver on the full spectrum of commitments included in AA3, it requires $1,085 million of additional
funding above currently budgeted levels. The government has requested Western Power to prepare business cases to justify this
additional capital expenditure. The expenditure ($531.2 million of growth capital expenditure, including $32 million of gifted assets,
and $553.8 million of non-growth capital expenditure, including $14 million of unregulated capital expenditure) has already been
endorsed by the ERA as part of AA3 but is not currently included in the forward estimates.

If the additional funding is not provided or Western Power is unable to identify further efficiency savings, there is an increased risk
that the safety and reliability outcomes expected in AA3 will not be achieved. Additional funding will be required in order to further
improve these performance levels.

Forecasting customer demand requirements in the current economic conditions presents an ongoing challenge for Western Power.
Declining consumption is driven by a combination of changing consumer behaviour, more efficient appliances and increasing
numbers of photovoltaic systems being installed across the network.

- Asset management and public safety
Western Power has a vast electrical network with infrastructure that crosses both public and private property, above and below
ground. Whilst an inherent risk exists in any electrical network, Western Power has a responsibility to apply a prudent and diligent
approach to managing the public safety risk associated with its assets.

With approximately 25% of its wood poles located in ‘extreme’ or ‘*high’ bushfire risk areas, the potential for electricity network
assets to ignite bushfires is one of the most significant public safety risks for the Western Power network. The potential for electric
shock is also inherent in distribution network assets such as overhead customer service connections.

Western Power’s challenge is to ensure these distribution assets continue to operate safely and are replaced before they reach the
end of their useful life. In September 2013 Western Power will publish its inaugural state of the infrastructure report, which provides
further details of the challenge facing Western Power in its management of the risks inherent in the network assets.

During the AA3 period, a primary focus will be on investing in activities that minimise the risk of harm to the public and reduce the
potential for bushfires to be initiated by Western Power’s network assets. Details of Western Power’s proposed investment
program to reduce the public safety risk can be found in Western Power’'s AA3 submission to the ERA.

Western Power is reliant on funding from its shareholder to meet these and any additional regulatory requirements.



ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
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Directors' overview (continued)

Regulatory financial statements

These financial statements form a special purpose financial report prepared for the sole purpose of the ERA. They have been prepared in
accordance with Australian accounting standards and other authoritative pronouncements of the Australian Accounting Standards Board
(AASB) (including Australian interpretations), as modified by the requirements of the Guidelines. For a more detailed description of the
accounting policies adopted in the preparation of these financial statements refer to the ‘summary of significant accounting policies’
section within this report.

The presentation of these financial statements is in accordance with the pro-forma statements prescribed in Appendix A of the Guidelines.
In compliance with the Guidelines, any discretionary headings agree with, or are traceable to the headings in Western Power’s audited
2013 statutory financial statements.

Regulatory allocations
In compliance with the ERA’s Guidelines, these financial statements present Western Power’s audited 2013 statutory financial statements
(base accounts) disaggregated into the following business segments:

- Covered Transmission (regulated transmission services)

- Covered Distribution (regulated distribution services)

- System Management (Markets) (regulated system operation services)
- Unregulated (contestable services)

The disaggregation is in accordance with the ERA’s Guidelines and Western Power’s approved 2013 cost and revenue allocation method,
specifically:

- Transactions that are directly attributable to a business segment are attributed accordingly
- Transactions that are not directly attributable to a business segment are allocated, where practicable, on a causation basis that
most appropriately correlates to the underlying nature of the transaction

Regulatory adjustments
In compliance with the ERA’s Guidelines, these financial statements include regulatory adjustments that primarily reflect differences in
accounting policies between the 2013 statutory financial statements (base accounts) and the 2013 regulatory financial statements, i.e.:

- Developer and customer contributions (adjustment 12.1)
For regulatory financial reporting, contributions are recognised in the profit and loss account on receipt. This contrasts to statutory
financial reporting, where contributions are deferred to the balance sheet and subsequently recognised in the profit and loss
account only when developers and/or customers are connected to the network in accordance with the terms of the contributions.

- Capitalised borrowing costs (adjustment 12.2)
For regulatory financial reporting, borrowing costs are not capitalised to the balance sheet. This contrasts to statutory financial
reporting, where borrowing costs are capitalised to the balance sheet where they are directly attributable to the acquisition,
construction or production of a qualifying asset. A qualifying asset is one that takes a substantial period of time to be ready for their
intended use.

For further details regarding all regulatory adjustments applied in these financial statements, including those for disclosure purposes only
and prior period adjustments, refer to the ‘regulatory adjustments’ section within this report.

Audit assurance

In compliance with the ERA’s Guidelines, this special purpose financial report includes an ‘agreed-upon-procedures report’ from the
independent auditor appointed to Western Power under the Act, i.e. the Office of the Auditor General (OAG). The OAG'’s procedural
engagement and resultant report seeks to cover:

- The veracity of the regulatory financial statements
- The consistency with stated accounting policies, principles and methods
- The arithmetic accuracy



ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
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1. Profit and loss account (disaggregated) for the year ended 30 June 2013

Account
code
1100
1100
1100
1200
1200
1300
1400

2100

2200
2300
2400
2500

2600

System
Base Covered Covered Management

account Transmission  Distribution (Markets) Unregulated

Description $'000 $'000 $'000 $'000 $'000
Network services (revenue cap) 1,235,394 387,303 835,207 12,884 -
Network services (non-revenue cap) 35,831 11,934 23,897 - -
Network services (products and services) 84,437 - - - 84,437
Contributions (excluding gifted assets) 119,605 18,238 101,367 - -
Gifted assets 57,585 - 57,585 - -
Proceeds from disposal of assets 7,294 3,003 862 - 3,429
Other revenue 5,164 2,492 866 - 1,806
Total revenue 1,545,310 422,970 1,019,784 12,884 89,672
Operating expenditure costs (719,999) (114,391) (519,838) (11,383) (74,387)
Operations (138,383) (30,897) (46,687) - (60,799)
Maintenance (255,681) (44,202) (211,479) - -
Customer service and billing (41,307) - (39,156) - (2,151)
Corporate (83,868) (28,568) (51,969) - (3,331)
Other operating expenditure (200,760) (10,724) (170,547) (11,383) (8,106)
Depreciation and amortisation (232,861) (88,509) (142,293) (2,059) -
Bad debts (652) (194) (417) - (41)
Borrowing costs (311,873) (102,631) (204,199) (676) (4,367)
Book value on disposal of assets (10,445) (4,638) (2,195) - (3,612)
Total expenses (1,275,830) (310,363) (868,942) (14,118) (82,407)
Earnings before taxation equivalent 269,480 112,607 150,842 (1,234) 7,265
Taxation equivalent (78,103) (32,484) (43,513) - (2,106)
Profit/(loss) after taxation equivalent 191,377 80,123 107,329 (1,234) 5,159

There are no amounts in respect of excluded transmission and excluded distribution activities.

Total revenue and total expenses in the regulatory financial statements each differ by $7.294 million from total revenue and total
expenses reported in the statutory financial statements. This is due to the separate disclosure of proceeds and written down
value on the disposal of assets in the regulatory financial statements. In contrast, the statutory financial statements discloses
proceeds and written down value on the disposal of assets net of one another, i.e. a loss of $3.151 million.
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2. Profit and loss account (regulatory financial statement) for the year ended 30 June 2013

Covered Transmission

Account

code
1100
1100
1200
1300
1400

2100

2200

2300

2400
2500

2600

Covered Distribution

Account

code
1100
1100
1200
1200
1300
1400

2100

2200
2300
2400
2500

2600

Base Regulatory

account Adjustment account

Description $'000 $'000 $'000
Network services (revenue cap) 387,303 - 387,303
Network services (non-revenue cap) 11,934 - 11,934
Contributions (excluding gifted assets) 18,238 (428) 17,810
Proceeds from disposal of assets 3,003 - 3,003
Other revenue 2,492 - 2,492
Total revenue 422,970 (428) 422,542
Operating expenditure costs (114,391) (4,269) (118,660)
Operations (30,897) - (30,897)
Maintenance (44,202) - (44,202)
Corporate (28,568) (4,269) (32,837)
Other operating expenditure (10,724) - (10,724)
Depreciation and amortisation (88,509) 4,269 (84,240)
Bad debts (194) - (294)
Borrowing costs (102,631) (7,019) (109,650)
Book value on disposal of assets (4,638) - (4,638)
Total expenses (310,363) (7,019) (317,382)
Earnings before taxation equivalent 112,607 (7,447) 105,160
Taxation equivalent (32,484) 2,234 (30,250)
Profit after taxation equivalent 80,123 (5,213) 74,910
Base Regulatory

account Adjustment account

Description $'000 $'000 $'000
Network services (revenue cap) 835,207 - 835,207
Network services (non-revenue cap) 23,897 - 23,897
Contributions (excluding gifted assets) 101,367 (11,312) 90,055
Gifted assets 57,585 - 57,585
Proceeds from disposal of assets 862 - 862
Other revenue 866 - 866
Total revenue 1,019,784 (11,312) 1,008,472
Operating expenditure costs (519,838) (8,466) (528,304)
Operations (46,687) - (46,687)
Maintenance (211,479) - (211,479
Customer service and billing (39,156) - (39,156)
Corporate (51,969) (8,466) (60,435)
Other operating expenditure (170,547) - (170,547)
Depreciation and amortisation (142,293) 8,466  (133,827)
Bad debts (417) - (417)
Borrowing costs (204,199) - (204,199)
Book value on disposal of assets (2,195) - (2,195)
Total expenses (868,942) - (868,942)
Earnings before taxation equivalent 150,842 (11,312) 139,530
Taxation equivalent (43,513) 3,394 (40,119)
Profit after taxation equivalent 107,329 (7,918) 99,411

Support
reference
#

11,121

9,10,12.3

12.3

12.2

12.6

Support

reference

#

11,121
11,121

9,10,12.3

12.3

12.2

12.6

Prior Prior
period period
adjustment adjustment Revised
(Ref 12.4  (Ref 12.5 regulatory
&12.6) &12.6) account
$'000 $'000 $'000
- - 387,303
- - 11,934
- - 17,810
- - 3,003
- - 2,492
- - 422,542
(35,832) (4,370)  (158,862)
(1,523) 504 (31,916)
- 1,484 (42,718)
(10,162) - (42,999)
(24,147) (6,358) (41,229)
- - (84,240)
- - (194)
- - (109,650)
- - (4,638)
(35,832) (4,370)  (357,584)
(35,832) (4,370) 64,958
10,750 1,311 (18,189)
(25,082) (3,059) 46,769
Prior Prior
period period
adjustment adjustment Revised
(Ref 12.4  (Ref 12.5 regulatory
&12.6) &12.6) account
$'000 $'000 $'000
- - 835,207
- - 23,897
- - 90,055
- - 57,585
- - 862
- - 866
- - 1,008,472
(842) (1,862)  (531,008)
- 91 (46,596)
- 693  (210,786)
- 34 (39,122)
(338) - (60,773)
(504) (2,680) (173,731)
- - (133,827)
- - (417)
- - (204,199)
- - (2,195)
(842) (1,862)  (871,646)
(842) (1,862) 136,826
253 559 (39,307)
(589) (1,303) 97,519
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2. Profit and loss account (regulatory financial statement) for the year ended 30 June 2013

System Management (Markets)

System

System Management

Management System Non Trading

Account (Markets)* Management (Simcoa)
code Description $'000 $'000 $'000
1100 ** Network services (revenue cap) 12,884 9,956 2,928
Total revenue 12,884 9,956 2,928

2100 Operating expenditure costs (11,383) (8,453) (2,930)
[ Other operating expenditure (11,383) (8,453) (2,930)

2200 Depreciation and amortisation (2,059) (2,059) -
2400 Borrowing costs (676) (676) -
Total expenses (14,118) (11,188) (2,930)

Earnings before taxation equivalent (1,234) (1,232) (2)

2600 Taxation equivalent - - -
Loss after taxation equivalent (1,234) (1,232) (2)

*  System Management (Markets) has the following market participant registrations under the Wholesale
Electricity Market (WEM) rules:
1) System Management
2) System Management Non Trading.
** Network services in relation to the System Management (Markets) business segment refers to provision of
system operation services under Part 9 of the Electricity Industry Act 2004 , which established the WEM.
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3. Cash flow statement (disaggregated) for the year ended 30 June 2013

Account

code

1100
2100

1300
2800

2700
2800

System
Base Covered Covered Management
account Transmission  Distribution (Markets) Unregulated

Description $'000 $'000 $'000 $'000 $'000
Operating activities

Receipts 1,606,530 468,770 1,031,847 12,016 93,897

Payments (879,943) (182,922) (613,103) (11,245) (72,673)
Net operating cash flow 726,587 285,848 418,744 771 21,224
Investing activities

Receipts 7,294 3,003 862 - 3,429

Payments (1,027,405) (237,750) (742,774) (7,233) (39,648)
Net investing cash flow (1,020,111) (234,747) (741,912) (7,233) (36,219)
Financing activities

Receipts 10,315,985 3,360,488 6,767,677 22,980 164,840

Payments (10,022,758) (3,281,113) (6,561,769) (22,067) (157,809)
Net financing cash flow 293,227 79,375 205,908 913 7,031
Net increase/(decrease) in cash (297) 130,476 (117,260) (5,549) (7,964)
Cash at beginning of reporting year 22,928
Net decrease in cash (297)
Cash at end of reporting year * 22,631 7,586 15,045

* Cash transactions are recorded collectively in one bank account and redistributed so as to equitably fund the core covered

transmission and distribution businesses.



4. Cash flow statement (regulatory financial statement) for the year ended 30 June 2013

Covered Transmission

Account

code

1100
2100

1300
2800

2700
2800

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Covered Distribution

Account

code

1100
2100

1300
2800

2700
2800

Base Regulatory
account Adjustment account
Description $'000 $'000 $'000
Operating activities
Receipts 468,770 - 468,770
Payments (182,922) - (182,922)
Net operating cash flow 285,848 - 285,848
Investing activities
Receipts 3,003 - 3,003
Payments (237,750) - (237,750)
Net investing cash flow (234,747) - (234,747)
Financing activities
Receipts 3,360,488 - 3,360,488
Payments (3,281,113) - (3,281,113)
Net financing cash flow 79,375 - 79,375
Net increase in cash 130,476 - 130,476
Base Regulatory
account Adjustment account
Description $'000 $'000 $'000
Operating activities
Receipts 1,031,847 - 1,031,847
Payments (613,103) - (613,103)
Net operating cash flow 418,744 - 418,744
Investing activities
Receipts 862 - 862
Payments (742,774) - (742,774)
Net investing cash flow (741,912) - (741,912)
Financing activities
Receipts 6,767,677 - 6,767,677
Payments (6,561,769) - (6,561,769)
Net financing cash flow 205,908 - 205,908
Net decrease in cash (117,260) - (117,260)

Support
reference
#

Support
reference
#



5. Balance sheet (disaggregated) as at 30 June 2013

Account

code

8100
8200
8200
8200
8300

8400
8200
8200

8600
8900
8700

8500
8600
8900
8700

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER

REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

System
Base Covered Covered Management
account Transmission  Distribution (Markets) Unregulated

Description $'000 $'000 $'000 $'000 $'000
Current assets

Cash and cash equivalents 22,631 7,586 15,045 - -

Trade and other receivables, & derivatives 30,111 9,216 15,717 2,507 2,671

Prepayments 18,319 6,130 12,188 - 1

Accrued revenue 161,396 43,909 117,487 - -

Inventories 132,002 36,450 68,989 - 26,563
Total current assets 364,459 103,291 229,426 2,507 29,235
Non-current assets

Property, plant and equipment, & intangibles 7,792,457 2,565,365 5,104,155 13,786 109,151

Trade and other receivables, & derivatives 10,443 3,493 6,950 - -

Retirement benefit obligation surplus 210 43 167 - -
Total non-current assets 7,803,110 2,568,901 5,111,272 13,786 109,151
Total assets 8,167,569 2,672,192 5,340,698 16,293 138,386
Current liabilities

Trade and other payables, & derivatives (223,808) (84,454) (131,234) (1,254) (6,866)

Deferred income (106,592) (26,860) (72,206) - (7,526)

Provisions (36,455) (11,663) (24,186) (273) (333)
Total current liabilities (366,855) (122,977) (227,626) (1,527) (14,725)
Non-current liabilities

Borrowings (6,188,044) (2,015,783) (4,059,586) (13,786) (98,889)

Trade and other payables, tax & derivatives (279,721) (89,560) (185,877) (480) (3,804)

Deferred income (5,390) (5,390) - - -

Provisions (29,770) (14,891) (14,537) (154) (188)
Total non-current liabilities (6,502,925) (2,125,624) (4,260,000) (14,420) (102,881)
Total liabilities (6,869,780) (2,248,601) (4,487,626) (15,947) (117,606)
Net assets 1,297,789 423,591 853,072 346 20,780
Equity

Share capital 821,239

Accumulated profits/reserves* 476,550
Total equity 1,297,789
*Accumulated profits/reserves

At start of reporting year 380,060

Profit after taxation equivalent 191,377

Other comprehensive income 7,248

Distributions paid/provided in year (102,135)

At end of reporting year 476,550

There are no amounts in respect of excluded transmission and excluded distribution activities.



6. Balance sheet (regulatory financial statement) as at 30 June 2013

Covered Transmission

Account

code

8100
8200
8200
8200
8300

8400
8200
8200

8600
8900
8700

8500
8600
8900
8700

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Regulatory Support
account reference

Base
account Adjustment

Description $'000 $'000 $'000
Current assets

Cash and cash equivalents 7,586 - 7,586

Trade and other receivables, & derivatives 9,216 - 9,216

Prepayments 6,130 - 6,130

Accrued revenue 43,909 - 43,909

Inventories 36,450 - 36,450
Total current assets 103,291 - 103,291
Non-current assets

Property, plant and equipment, & intangibles 2,565,365 (66,960) 2,498,405

Trade and other receivables, & derivatives 3,493 - 3,493

Retirement benefit obligation surplus 43 - 43
Total non-current assets 2,568,901 (66,960) 2,501,941
Total assets 2,672,192 (66,960) 2,605,232
Current liabilities

Trade and other payables, & derivatives (84,454) 7,727 (76,727)

Deferred income (26,860) 25,887 (973)

Provisions (11,663) - (11,663)
Total current liabilities (122,977) 33,614 (89,363)
Non-current liabilities

Borrowings (2,015,783) - (2,015,783)

Trade and other payables, tax & derivatives (89,560) - (89,560)

Deferred income (5,390) 5,390 -

Provisions (14,891) - (14,891)
Total non-current liabilities (2,125,624) 5,390 (2,120,234)
Total liabilities (2,248,601) 39,004 (2,209,597)
Net assets 423,591 (27,956) 395,635

#

12.2

12.1,12.6

12.1

12.1

Prior period
adjustments
(Ref 12.6)
$'000

Revised
regulatory
account
$'000

7,586
9,216
6,130
43,909
36,450

103,291

2,498,405
3,493
43

2,501,941

2,605,232

12,061

(64,666)
(973)
(11,663)

12,061

(77,302)

(2,015,783)
(89,560)

(14,891;

(2,120,234)

12,061

(2,197,536)

12,061

407,696




6. Balance sheet (regulatory financial statement) as at 30 June 2013

Covered Distribution

Account

code

8100
8200
8200
8200
8300

8400
8200
8200

8600
8900
8700

8500
8600
8700

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Base Regulatory Support
account Adjustment account reference
Description $'000 $'000 $'000 #
Current assets
Cash and cash equivalents 15,045 - 15,045
Trade and other receivables, & derivatives 15,717 - 15,717
Prepayments 12,188 - 12,188
Accrued revenue 117,487 - 117,487
Inventories 68,989 - 68,989
Total current assets 229,426 - 229,426
Non-current assets
Property, plant and equipment, & intangibles 5,104,155 - 5,104,155 12.2
Trade and other receivables, & derivatives 6,950 - 6,950
Retirement benefit obligation surplus 167 - 167
Total non-current assets 5,111,272 - 5,111,272
Total assets 5,340,698 - 5,340,698
Current liabilities
Trade and other payables, & derivatives (131,234) 3,394 (127,840) 12.1,12.6
Deferred income (72,206) 72,206 - 121
Provisions (24,186) - (24,186)
Total current liabilities (227,626) 75,600 (152,026)
Non-current liabilities
Borrowings (4,059,586) - (4,059,586)
Trade and other payables, tax & derivatives (185,877) - (185,877)
Provisions (14,537) - (14,537)
Total non-current liabilities (4,260,000) - (4,260,000)
Total liabilities (4,487,626) 75,600 (4,412,026)
Net assets 853,072 75,600 928,672

Prior period
adjustments
(Ref 12.6)
$'000

Revised
regulatory
account
$'000

15,045
15,717
12,188
117,487
68,989

229,426

5,104,155
6,950
167

5,111,272

5,340,698

812

(127,028)

(24,186;

812

(151,214)

(4,059,586)
(185,877)
(14,537)

(4,260,000)

812

(4,411,214)

812

929,484

10



ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
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7. Capital expenditure (disaggregated) for the year ended 30 June 2013

System
Base Covered Covered Management
account Transmission Distribution (Markets) Unregulated
Description $'000 $'000 $'000 $'000 $'000
Capital additions
Capacity expansion 162,238 113,767 48,471 - -
Customer driven 226,119 37,628 188,491 - -
Gifted assets 57,585 - 57,585 - -
Asset replacement 74,811 26,027 48,784 - -
State Underground Power Project (SUPP) 29,690 - 29,690 - -
Metering 11,318 - 11,318 - -
Smart grid 781 - 781 - -
Wood pole management 216,856 - 216,856 - -
Reliability driven 2,911 1,217 1,694 - -
Supervns_ory_ControI and Data Acquisition (SCADA) & 8,748 5,674 3,074 ) )
communications
Regulatory compliance 149,373 20,818 128,555 - -
Information technology 28,160 9,440 18,720 - -
Business support 30,826 10,923 19,903 - -
Capitalised interest 7,019 7,019 - - -
Market reform 6,412 - - 6,412 -
Mobile plant and vehicles 35,526 - - - 35,526
Total capital additions 1,048,373 232,513 773,922 6,412 35,526

There are no amounts in respect of excluded transmission and excluded distribution activities.
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Covered Transmission

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Base Regulatory
account Adjustment account
Description $'000 $'000 $'000
Growth
Capacity expansion 113,767 - 113,767
Customer driven 37,628 - 37,628
151,395 - 151,395
Asset replacement and renewal
Asset replacement 26,027 - 26,027
Improvement in service
Reliability driven 1,217 - 1,217
SCADA and communications 5,674 - 5,674
6,891 - 6,891
Compliance
Regulatory compliance 20,818 - 20,818
Corporate
Information technology 9,440 - 9,440
Business support 10,923 - 10,923
20,363 - 20,363
Other
Capitalised interest 7,019 (7,019) -
Total capital additions 232,513 (7,019) 225,494
Covered Distribution
Base Regulatory
account Adjustment account
Description $'000 $'000 $'000
Growth
Capacity expansion 48,471 - 48,471
Customer driven 188,491 - 188,491
Gifted assets 57,585 - 57,585
294,547 - 294,547
Asset replacement and renewal
Asset replacement 48,784 - 48,784
SUPP 29,690 - 29,690
Metering 11,318 - 11,318
Smart grid 781 - 781
Wood pole management 216,856 - 216,856
307,429 - 307,429
Improvement in service
Reliability driven 1,694 - 1,694
SCADA and communications 3,074 - 3,074
4,768 - 4,768
Compliance
Regulatory compliance 128,555 - 128,555
Corporate
Information technology 18,720 - 18,720
Business support 19,903 - 19,903
38,623 - 38,623
Total capital additions 773,922 - 773,922
System Management (Markets)
Base Regulatory
account Adjustment account
Description $'000 $'000 $'000
Corporate
Market reform 6,412 - 6,412
Total capital additions 6,412 - 6,412

8. Capital expenditure (regulatory financial statement) for the year ended 30 June 2013

Prior period Prior period Revised

Support adjustment adjustment regulatory
reference (Ref 12.4) (Ref 12.5) account
# $'000 $'000 $'000
(33,927) (674) 79,166

(1,542) (1,842) 34,244

(35,469) (2,516) 113,410

(23) (865) 25,139

(5) (7) 1,205

(226) (404) 5,044

(231) (411) 6,249

(109) (578) 20,131

- - 9,440

- - 10,923

- - 20,363

12.2 - - -
(35,832) (4,370) 185,292

Prior period Prior period Revised

Support adjustment adjustment regulatory
reference (Ref 12.4) (Ref 12.5) account
# $'000 $'000 $'000
(554) (159) 47,758

- (582) 187,909

- - 57,585

(554) (741) 293,252

(46) (592) 48,146

- (111) 29,579

- (47) 11,271

- 13) 768

- - 216,856

(46) (763) 306,620

(240) (30) 1,424

- (12) 3,062

(240) (42) 4,486

%) (316) 128,237

- - 18,720

- - 19,903

- - 38,623

(842) (1,862) 771,218

Prior period Prior period Revised

Support adjustment adjustment regulatory
reference (Ref 12.4) (Ref 12.5) account
# $'000 $'000 $'000

- - 6,412

- - 6,412
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ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER

REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

9. Operating expenditure (disaggregated) for the year ended 30 June 2013

System
Base Covered Covered Management
account Transmission Distribution (Markets) Unregulated
Description $'000 $'000 $'000 $'000 $'000
Directly attributed costs
Operations (114,082) (24,230) (29,053) - (60,799)
Maintenance (255,681) (44,202) (211,479) - -
Customer service and billing (41,307) - (39,156) - (2,151)
Corporate (2,933) - (307) - (2,626)
Other operating expenditure (46,760) (10,724) (16,547) (11,383) (8,106)
Total directly attributed costs (460,763) (79,156) (296,542) (11,383) (73,682)
Causally allocated costs
Operations (24,301) (6,667) (17,634) - -
Maintenance - - - - -
Customer service and billing - - - - -
Corporate (80,935) (28,568) (51,662) - (705)
Other operating expenditure (154,000) - (154,000) - -
Total causally allocated costs (259,236) (35,235) (223,296) - (705)
Total operating expenditure costs (719,999) (114,391) (519,838) (11,383) (74,387)

There are no amounts in respect of excluded transmission and excluded distribution activities.

Operating expenditure costs to be excluded from gain sharing mechanism for the year ended 30 June 2013

System

Base Covered Covered Management
account Transmission Distribution (Markets) Unregulated
Description $'000 $'000 $'000 $'000 $'000
Superannuation for defined benefit schemes (81) (25) (56) - -
Non-revenue cap services (31,620) (12,614) (19,006) - -
License fees (60) (20) (39) - 1)
EnergySafety levy (4,016) (1,346) (2,670) - -
Network control services (1,959) - (1,959) - -

ERA costs under ERA (Electricity Network Access

Funding Requlations) 2012 (714) (237) (470) ) )
Total operating expenditure costs to be (38.450) (14.242) (24.200) i ®)

excluded from gain sharing mechanism

13



Covered Transmission

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Base Regulatory
account Adjustment account
Description $'000 $'000 $'000
Operations
SCADA and communications (11,616) - (11,616)
Non-revenue cap services (12,614) - (12,614)
Network operations (6,667) - (6,667)
(30,897) - (30,897)
Maintenance
Preventative condition (9,780) - (9,780)
Preventative routine (22,091) - (22,091)
Corrective deferred (10,183) - (10,183)
Corrective emergency (2,148) - (2,148)
(44,202) - (44,202)
Corporate
Business support (28,568) (4,269) (32,837)
Other operating expenditure
Non-recurring expenditure (10,724) - (10,724)
Total operating expenditure costs (114,391) (4,269) (118,660)
Covered Distribution
Base Regulatory
account Adjustment account
Description $'000 $'000 $'000
Operations
Reliability operations (1,718) - (1,718)
SCADA and communications (4,623) - (4,623)
Non-revenue cap services (19,006) - (19,006)
Network operations (17,633) - (17,633)
Smart grid (3,707) - (3,707)
(46,687) - (46,687)
Maintenance
Preventative condition (59,119) - (59,119)
Preventative routine (43,259) - (43,259)
Corrective deferred (27,852) - (27,852)
Corrective emergency (81,249) - (81,249)
(211,479) - (211,479)
Customer service and billing
Call centre (7,165) - (7,165)
Metering (25,090) - (25,090)
Guaranteed service level payments 892 - 892
Distribution quotations (7,793) - (7,793)
(39,156) - (39,156)
Corporate
Business support (51,969) (8,466) (60,435)
Other operating expenditure
Non-recurring expenditure (16,547) - (16,547)
Tariff equalisation contribution (154,000) - (154,000)
(170,547) - (170,547)
Total operating expenditure costs (519,838) (8,466) (528,304)

10. Operating expenditure (regulatory financial statement) for the year ended 30 June 2013

Prior period Prior period Revised

Support adjustment adjustment regulatory
reference (Ref 12.4) (Ref 12.5) account
# $'000 $'000 $'000

- 355 (11,261)

(1,523) 149 (13,988)

- - (6,667)

(1,523) 504 (31,916)

- 380 (9,400)

- 679 (21,412)

- 338 (9,845)

- 87 (2,061)

- 1,484 (42,718)

12.3 (10,162) - (42,999)
(24,147) (6,358) (41,229)

(35,832) (4,370) (158,862)

Prior period Prior period Revised

Support adjustment adjustment regulatory
reference (Ref 12.4) (Ref 12.5) account
# $'000 $'000 $'000

- 10 (1,708)

- 13 (4,610)

- 58 (18,948)

- - (17,633)

- 10 (3,697)

- 91 (46,596)

- 159 (58,960)

- 165 (43,094)

- 89 (27,763)

- 280 (80,969)

- 693 (210,786)

- - (7,165)

- 5 (25,085)

- - 892

- 29 (7,764)

- 34 (39,122)

12.3 (338) - (60,773)
(504) (2,680) (19,731)

- - (154,000)

(504) (2,680) (173,731)

(842) (1,862) (531,008)
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11.Contributions for the year ended 30 June 2013

Covered Transmission

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Base Regulatory
account  Adjustment account
Reason for contributions $'000 $'000 $'000
Capacity expansion (14) - (14)
Customer driven 18,379 (428) 17,951
Asset replacement 45 - 45
SCADA and communications 6 - 6
Regulatory compliance (178) - (178)
Total contributions 18,238 (428) 17,810
Covered Distribution
Base Regulatory
account  Adjustment account
Reason for contributions (including gifted assets) $'000 $'000 $'000
Capacity expansion 4 - 4
Customer driven 82,345 (7,033) 75,312
Gifted assets 57,585 - 57,585
State Underground Power Project (SUPP) 18,601 (4,279) 14,322
Metering 417 - 417
Total contributions (including gifted assets) 158,952 (11,312) 147,640

Support
reference
#

12.1

Support
reference
#

12.1
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ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

12. Regulatory adjustments for the year ended 30 June 2013

System

Base Covered Covered Management
account Transmission  Distribution (Markets) Unregulated
Description $'000 $'000 $'000 $'000 $'000

Accounting policy adjustments

12.1 Capital contributions (including gifted assets) 177,190 18,238 158,952 - -
less opening deferred capital contributions (120,716) (37,198) (83,518) - -
add closing deferred capital contributions 103,483 31,277 72,206 - -
Net movement in reporting year (17,233) (5,921) (11,312) - -
Capital contributions accrued for refund 5,493 5,493 - - -
Capital contributions cash adjustment (11,740) (428) (11,312) - -
Capital contributions (including gifted assets) received 165,450 17,810 147,640 - -

To align Western Power's statutory accounting policy with regulatory accounting policy, i.e. customer and developer capital
contributions are recognised in the profit and loss account (regulatory financial statement) when received and not when the associated
asset is energised.

System

Base Covered Covered Management
account Transmission Distribution (Markets) Unregulated
Description $'000 $'000 $'000 $'000 $'000
12.2 Expensed 'capitalised borrowing costs' b/fwd (59,941) (59,941) - - -
Net movement in reporting year (7,019) (7,019) - - -
Expensed 'capitalised borrowing costs' c/fwd (66,960) (66,960) - - -

To align Western Power's statutory accounting policy with regulatory accounting policy, i.e. borrowing costs are not capitalised from
the profit and loss account (regulatory financial statement) to the balance sheet (regulatory financial statement).

Accounting disclosure adjustments
12.3 To align Western Power's statutory accounting disclosures with regulatory accounting disclosures, i.e. unregulated fleet depreciation is
disclosed as 'operating expenditure costs' in the profit and loss (regulatory financial statements) and not 'depreciation and

amortisation'.
System
Base Covered Covered Management
account Transmission  Distribution (Markets) Unregulated
Description $'000 $'000 $'000 $'000 $'000
PRIOR PERIOD ADJUSTMENTS: Regulated asset base (RAB) adjustments
12.4 Capitalised 'cancelled/deferred project costs' b/fwd 36,674 35,832 842 - -
Net movement in reporting year (36,674) (35,832) (842) - -

Capitalised 'cancelled/deferred project costs' c/fwd - - - - -

To reverse prior period RAB adjustments reported in the regulatory financial statements that were not accepted by the ERA when
establishing the opening value of the RAB for the new AA3 period, i.e. per the ERA's final decision capital expenditure for
cancelled/deferred capital projects did not meet the new facilities investment test (NFIT) and therefore were not added to the opening
value of the RAB for the new AA3 period.

System
Base Covered Covered Management
account Transmission Distribution (Markets) Unregulated
Description $'000 $'000 $'000 $'000 $'000
12.5 Capitalised 'early strategic planning costs' b/fwd 6,232 4,370 1,862 - -
Net movement in reporting year (6,232) (4,370) (1,862) - -

Capitalised 'early strategic planning costs' c/fwd - - - - -

To reverse prior period RAB adjustments reported in the regulatory financial statements that were not accepted by the ERA when
establishing the opening value of the RAB for the new AA3 period, i.e. per the ERA's final decision capital expenditure for early
strategic planning costs did not meet the NFIT and therefore were not added to the opening value of the RAB for the new AA3 period.

12.6 The tax equivalent is calculated on regulatory adjustments at a rate of 30% and is adjusted against current 'trade creditors and
accruals' in the balance sheet (regulatory financial statement).
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ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

13. Summary of significant accounting policies

This is a special purpose financial report prepared for the sole purpose of the ERA. The accounting policies adopted in the preparation of
these financial statements are set out below. These policies have been consistently applied, unless otherwise stated.

(a) Basis of preparation
These financial statements have been prepared in accordance with Australian accounting standards and other authoritative
pronouncements of the AASB (including Australian interpretations), as modified by the Guidelines, with the exception of the disclosure
requirements in the following pronouncements:

- AASB 101 Presentation of financial statements
- AASB 107 Statement of cash flows
- AASB7 Financial instruments: disclosures

Western Power has been classified to be a not-for-profit entity and accordingly applies the not-for-profit elections available in the
Australian accounting standards where applicable.

The modifications to the Australian accounting standards as required by the Guidelines include:

- Any interest (or like allowance) incurred during construction is expensed (and not capitalised as permitted by AASB 123
Borrowing costs)

- Any contributions for capital projects are recognised as revenue when received (and not deferred in the balance sheet until the
project is completed as required by AASB Interpretation 18 Transfer of assets from customers)

(b) Accrual accounting and historical cost convention
These financial statements are prepared on the accrual accounting basis and in accordance with the historical cost convention, except
for the following:

- Derivative financial instruments measured as fair value: note 13(m)
- Certain provisions and employee benefit liabilities measured at present value: notes 13(s), 13(t) and 13(u)

(c) Critical accounting and historical cost convention
The preparation of financial statements in conformity with Australian accounting standards requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported amounts of revenue, expenses, assets
and liabilities. Actual results may differ from these estimates.

Estimates, judgements and underlying assumptions are continually evaluated and are based on historical experience and other
factors, including expectations of future events that may have a financial impact on Western Power and that are believed to be
reasonable under the circumstances. Revisions to accounting estimates are recognised in the year in which the estimate is revised
and any future years affected.

The area(s) where estimates and assumptions are significant to the financial statements, or a higher degree of judgement or
complexity is involved are referenced in the following notes:

- Revenue (unbilled network tariff revenue): note 13(g)

- Trade and other receivables (impairment provision): note 13(k)

- Property, plant and equipment and intangibles (residual values and useful lives): notes 13(n) and 13(0)
- Provisions and employee benefit liabilities (present value): notes 13(s), 13(t) and 13(u)

(d) Rounding
All financial information presented in Australian dollars has been rounded to the nearest thousand unless otherwise stated.

(e) Cost allocations
Costs that cannot be directly attributable to a business segment are allocated in accordance with the Western Power cost and revenue
allocation method.

(f) Foreign currency translation
Functional and presentation currency
This financial report is presented in Australian dollars, which is the functional and presentation currency of Western Power.

Transactions and balances

Transactions in currency other than the functional currency of Western Power are translated into the functional currency at the rates of
exchange prevailing on the dates of the transactions. At each reporting date, monetary assets and liabilities that are denominated in
foreign currencies are retranslated at closing exchange rates. All foreign currency translation differences are recognised on a net basis
in profit or loss, except where deferred in equity for translation differences of qualifying cash flow hedges.
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ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

13. Summary of significant accounting policies (continued)

(g) Revenue and income recognition

Revenues are recognised to the extent it is probable that future economic benefits will flow to Western Power and the revenue can be
measured reliably. It is measured at the fair value of the consideration received or receivable, net of the amount of goods and services
tax. The following specific criteria must also be met before revenues are recognised:

Network charges

Western Power receives network services revenue from the transmission and distribution of electricity, and provision of related
services including system operations. Network services revenue is recognised when the service is provided. As at each reporting date,
network services revenue and trade receivables include amounts attributable to ‘unbilled network tariff revenue’ (30 June 2013:
$161.396 million). Unbilled network tariff revenue is an estimate of electricity transported to customers that has not been billed at the
reporting date. It is calculated using projected historical and budget revenue assumptions for unread meters based on the billing profile
of Western Power customers.

Western Power is subject to an access arrangement, which determines the revenues receivable for its network services through a
revenue cap. No liabilities are recognised when revenues received or receivable exceed the maximum amount permitted by the
revenue cap and adjustments will be made to future prices to reflect this over-recovery. Similarly, no assets are recognised when the
access arrangement permits adjustments to be made to future prices in respect of an under-recovery of the revenue cap.

Contributions

Western Power receives developer and customer contributions toward the extension of electricity infrastructure to facilitate network
connection. Contributions are recognised when received. Contributions can be in the form of either cash contributions or gifted network
assets. Gifted network assets are measured at their fair value.

Network assets resulting from contributions received or gifted are recognised as property, plant and equipment and depreciated over
their expected useful life.

Other income
Western Power receives other income from the provision of services incidental to the core activities of the business. Other income is
recognised when the service is provided.

(h) Income tax equivalent

@

(

)

~

Western Power is exempt from the Commonwealth of Australia’s Income Tax Assessment Acts but makes income tax equivalent
payments to the Western Australian State Government. The calculation of the liability in respect of these taxes is governed by the
Income Tax Administration Acts and the National Taxation Equivalent Regime guidelines.

The income tax equivalent expense for the reporting year comprises current and deferred tax equivalents. Income tax equivalent is
recognised in profit or loss, except to the extent that it relates to items recognised in other comprehensive income or directly in equity.

Current tax equivalent is the expected tax equivalent receivable/payable on the taxable income for the reporting year, using tax rates
enacted or substantially enacted at the reporting date, and any adjustment to the tax equivalent in respect of previous years.

Deferred tax equivalent is provided using the liability method, providing for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax equivalent is measured
at the tax rates expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or
substantially enacted at the reporting date.

A deferred tax equivalent asset is recognised only to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised. Deferred tax equivalent assets are reviewed at the end of each reporting year and are reduced to the
extent it is no longer probable that the related tax equivalent benefit will be realised.

Deferred tax equivalent assets and liabilities are offset when there is a legally enforceable right to offset current tax equivalent assets
and liabilities and when the deferred tax equivalent balances relate to the same taxation authority.

Leases
Leases where the lessee retains substantially all the risks and benefits of ownership of the asset are classified as finance leases. As
at 30 June 2013 Western Power does not have any finance leases.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating leases.
Payments made under operating leases are charged to profit and loss on a straight-line basis over the term of the lease.

Cash and cash equivalents
Cash and cash equivalents comprise cash at bank and other short-term deposits that have an original maturity of three months or less,
net of outstanding bank overdrafts.
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ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

13. Summary of significant accounting policies (continued)

(k) Trade and other receivables

(I

=

Trade and other receivables are initially recognised at fair value and subsequently measured at amortised cost less provision for
impairment. They are usually settled on 14 or 30 day payment terms, unless contractually agreed otherwise. Receivables are classified
as current assets unless collection is not expected for more than 12 months after the reporting date.

Impairment

Trade and other receivables are determined to be impaired when objective evidence exists that Western Power will not be able to
collect all amounts due. Objective evidence includes known financial difficulties of the debtor, and default or delinquency in payments
(more than 30 days overdue). The amount impaired is the difference between the carrying value of the receivable and the net present
value of the estimated future cash flows discounted at the original effective interest rate. Cash flows relating to short term receivables
are not discounted if the effect of discounting is immaterial. Amounts impaired are recognised in profit and loss.

When a trade receivable for which an impairment provision has been recognised becomes uncollectible in a subsequent reporting year
it is written off against the provision account. Subsequent recoveries of amounts written off are credited to profit and loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories is based on the weighted average cost
principle, and includes expenditure incurred in acquiring inventories and bringing them to their existing location and condition. Net
realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and the
estimated selling costs.

(m)Derivative and hedging activities

Derivative financial instruments

Derivative financial instruments are used to hedge exposures to movements in interest rates, foreign exchange rates and commodity
prices. Western Power uses derivative financial instruments in accordance with Board approved policy. Speculative trading of
derivatives is strictly prohibited.

Derivative financial instruments are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently remeasured to their fair value at each reporting date. Changes in the fair value of derivative financial instruments are
included in profit and loss to the extent that hedge accounting is not applied.

Financial instruments are derecognised when Western Power no longer controls the contractual rights that comprise the financial
instrument.

Hedge accounting

On entering into a hedge relationship, Western Power determines whether hedge accounting is applied. Where hedge accounting
applies, Western Power formally designates and documents the relationship between the hedging instrument and the hedged item, as
well as its risk management objective and strategy for undertaking the hedge. Western Power also documents its assessment, both at
the inception of the hedge and on an ongoing basis, of whether the derivative that is used in the hedging transaction has been and will
continue to be highly effective in offsetting changes in fair values or cash flows of the hedged item.

For all derivative transactions designated as a cash flow hedge, the portion of gain or loss on the hedging instrument that is
determined to be an effective hedge is recognised in other comprehensive income and accumulated in the hedging reserve. The
ineffective portion is recognised in profit and loss immediately. When the cash flows occur, the amount that has been deferred to
equity is transferred to either the carrying value of the asset, in the case of non-financial assets, or reclassified to profit or loss as
appropriate.

When a hedging instrument expires or is sold or terminated, or when a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast transaction is ultimately
recognised in profit or loss. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported
in equity is immediately reclassified to profit or loss.

(n) Property, plant and equipment

Cost

Property, plant and equipment is recognised at historical cost less accumulated depreciation in accordance with AASB 116 Property,
plant and equipment. Property, plant and equipment is not equal to the RAB. Historical cost is determined as the fair value of the asset
at the date of acquisition or construction and includes all expenditure directly attributable to the acquisition or construction of the asset.
Cost may also include transfers from equity of any gains or losses on qualifying cash flow hedges of foreign currency purchases of
property, plant and equipment.

The cost of self-constructed assets includes the cost of materials and labour, and any other costs, directly attributable to bringing the
asset to a working condition for its intended use. Gifted network assets are recognised at fair value when received.

Subsequent costs are included in property, plant and equipment only when it is probable the item associated with the cost will
generate future economic benefits and the cost can be measured reliably. The carrying amounts of items replaced are derecognised.
All other repairs and maintenance plus minor capital assets less than $5,000 are expensed to profit and loss during the reporting year
in which they are incurred.
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REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

13. Summary of significant accounting policies (continued)

(n) Property, plant and equipment (continued)

Depreciation
Depreciation is calculated using the straight-line method over the estimated useful economic lives presented below, making
allowances where appropriate for residual values.

Depreciation periods for categories of property, plant and equipment Years
Substations, transformers, poles and cables 45 -50
Buildings 40
Meters, streetlights 20-25
Pole reinforcements, smart meters 15
Furniture and fittings, refurbishments 10
Other plant and equipment 10
Communications 6.5-10
Fleet 5-10
Computer hardware 4
Low value pool 3
Leasehold improvements Life of lease

Property, plant and equipment received on disaggregation of Western Power Corporation is depreciated over their residual useful
economic lives. No depreciation is provided on freehold land, easements and assets in the course of construction.

The residual value, useful lives and depreciation methods of property, plant and equipment are reviewed annually, and adjusted as
appropriate at the end of each reporting year, with any changes recognised as a change in accounting estimate.

Rehabilitation costs
Upon recognition of an item of property, plant and equipment, the cost of the item includes the present value of the anticipated costs of
rehabilitating the site on which it is located.

Derecognition
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset. The proceeds and carrying amount on disposal are recognised in profit or loss.

(o) Intangibles

Cost

Intangibles represent identifiable capitalised software costs and intellectual property, and are recognised at historical cost less
accumulated amortisation in accordance with AASB 138 Intangible assets. Intangibles are not equal to the RAB. Subsequent costs
are included in intangibles only when it is probable the item associated with the cost will generate future economic benefits and the
cost can be measured reliably.

Internally generated intangibles are recognised only if an asset is created that can be identified; it is probable that the asset created
will generate future economic benefits; and that the development cost of the asset can be measured reliably. Where no internally
generated asset can be recognised the development expenditure is expensed to profit or loss.

Amortisation
Amortisation is calculated using the straight-line method over the estimated useful economic lives listed below, making allowances
where appropriate for residual values.

Amortisation periods for categories of intangibles Years
Intellectual property 25
Software (major developments/enhancements) 5-10
Software (minor purchases/enhancements) 2.5

The residual value, useful lives and amortisation methods of intangibles are reviewed annually, and adjusted as appropriate at the end
of each reporting year, with any changes recognised as a change in accounting estimate.

Derecognition
An intangible is derecognised upon disposal or when no future economic benefits are expected to arise from the continued use of the
asset. The proceeds and carrying amount on disposal are recognised in profit and loss.

(p) Trade and other payables

Trade and other payables are initially recognised at fair value and subsequently measured at amortised cost. They are usually settled
within 30 days of recognition. Trade and other payables are classified as current liabilities unless payment is not due for at least 12
months after the reporting date.
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13. Summary of significant accounting policies (continued)

(q) Borrowings

Borrowings are initially recognised at fair value net of transaction costs incurred and subsequently measured at amortised cost using
the effective interest method.

Borrowings are classified as current liabilities unless Western Power has an agreement with the lender that allows refinancing of the
liability for at least 12 months after the reporting date. This includes where a forward domestic borrowing commitment exists that
replaces the existing borrowing on the date of maturity, and where this extends the maturity of the original borrowing to greater than 12
months after the reporting date.

Forward domestic borrowing commitments

Western Power enters into forward domestic borrowing commitments with the Western Australian Treasury Corporation (WATC)
where it agrees to borrow specified amounts in the future at a pre-determined interest rate. These borrowings are entered into with the
objective of minimising interest rate risks, and are recognised as a derivative financial instrument in the period between entering into
the forward lending agreement and draw down of the loan principal. Once the loan is drawn down, the principal is accounted for like
any other borrowing.

(r) Borrowing costs

Borrowing costs are expensed when incurred.

(s) Provisions

(t

=

Provisions are recognised when Western Power has a present legal or constructive obligation as a result of past events; it is probable
that an outflow of resources will be required to settle the obligation; and a reliable estimate can be made of the amount of the
obligation. Provisions are measured at the present value of management's best estimate of the expenditure required to settle the
present obligation at the reporting date. The discount rate used to determine the present value reflects the market assessments of the
time value of money and the risks specific to the liability. The increase in the provision due to the passage of time is recognised as a
borrowing cost.

Restructuring costs
A provision for restructuring costs is recognised when a detailed and formal restructuring plan has been approved by the Board, and
the restructuring has either commenced or has been announced publicly.

Rehabilitation costs
A provision for site rehabilitation costs is recognised when there is either a legal or constructive obligation to rehabilitate a site; the
land is contaminated; it is probable a rehabilitation expense will be incurred; and the costs can be reliably estimated.

The amount of the provision for future rehabilitation costs is capitalised into the cost of the related plant, property and equipment, and
depreciated over the expected useful life.

Employee benefits

Wages and salaries, annual leave

Liabilities arising in respect of employee benefits that are expected to be settled within 12 months of the reporting date are measured
at their nominal amount based on remuneration rates that are expected to be paid when the liabilities are settled. The liability for
wages, salaries and annual leave is recognised in other payables. The liability for all other short-term employee benefits is recognised
in the provision for employee benefits.

Long service leave

The liability for unconditional long service leave is recognised in the provision for employee benefits, and measured as the present
value of expected future payments to be made in respect of services provided by employees up to the reporting date using the
projected unit credit method. Consideration is given to factors including the expected future wages and salaries levels and settlement
dates. Expected future payments are discounted using the Commonwealth Bond rates whose terms most closely match the terms of
the related liabilities. Actuarial valuations are carried out at each reporting date.

The obligations are presented as current liabilities in the balance sheet where there is no unconditional right to defer settlement for at
least 12 months after the reporting date, regardless of when actual settlement is expected to occur.

Termination benefits

Termination benefits are recognised as an expense when Western Power is demonstrably committed, without realistic possibility of
withdrawal, to a formal detailed plan to terminate employment before the normal retirement date. Termination benefits for voluntary
redundancies are recognised where Western Power has made an offer encouraging voluntary redundancy; it is probable that the offer
will be accepted; and the number of acceptances can be reliably estimated. Benefits falling due more than 12 months after the end of
the reporting date are discounted to present value.
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13. Summary of significant accounting policies (continued)

(u) Retirement benefit obligations
Defined contribution plans
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a separate entity and
will have no legal or constructive obligation to pay further amounts. Contributions to defined contribution plans are recognised as an
expense as they become payable.

Defined benefit plans

A defined benefit plan is a post-employment benefit other than a defined contribution plan. A liability or asset in respect of defined
benefit superannuation plans is recognised in the balance sheet, and is measured as the present value of the defined benefit obligation
in respect of services provided by employees up to the reporting date, adjusted for unrecognised actuarial gains/losses, the fair value
of any fund assets at that date and any unrecognised past service cost.

The present value of the defined benefit superannuation plans is based upon expected future payments and is calculated using
discounted cash flows consistent with the projected unit credit method. Consideration is given to factors including the expected future
wages and salaries level, experience of employee departures and periods of service. Expected future payments are discounted using
the Commonwealth Bond rates whose terms most closely match the terms of the related liabilities. Actuarial valuations are carried out
at each reporting date.

Current service cost is recognised in full in profit or loss in the reporting year in which the obligation increases as a result of employee
services. Interest cost is also recognised, although this is offset by the expected return on assets. Actuarial gains and losses arising
from experience adjustments and changes in actuarial assumptions (including changes in the bond rate) are recognised directly in
other comprehensive income.

(v) Dividends
Dividends are provided for in the reporting year in which the dividends recommended by the Board are accepted by the Minister for
Energy, with the concurrence of the Treasurer of Western Australia.

(w) Goods & services taxation (GST)
Revenue, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not recoverable from
the taxation authority. In this case it is recognised as part of the cost acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable from,
or payable to, the taxation authority is included in other receivables or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financial activities which are
recoverable from, or payable to the taxation authority, are presented as operating cash flows.
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Directors' declaration

This is a special purpose financial report prepared for the sole purpose of the Economic Regulation Authority in accordance with the

Guidelines for Access Arrangement Information December 2010 (the Guidelines).

In the directors' opinion the financial statements and summary of significant accounting policies have been prepared in accordance with
the Guidelines, and comply with Australian accounting standards and other authoritative pronouncements (where applicable).

This declaration is made in accordance with a resolution of the directors dated 3 September 2013.

3 September 2013
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OAG

Office of the Auditor General

Serving the Public Interest

Our Ref: 5563-04
7th Floor, Albert Facey House
469 Wellington Street, Perth
Chairman of Directors ;
Electricity Networks Corporation Mallvobertn ™
363 Wellington Street PERTH WA 6849
PERTH WA 6000

Tel: (08) 6557 7501
Fax: (08) 6557 7511
Email: ag@audit.wa.gov.au

Dear Sir

AGREED UPON PROCEDURES ENGAGEMENT ON WESTERN POWER’S REGULATORY
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2013

Attached is the Report on agreed upon procedures for the regulatory financial statements for
the year ending 30 June 2013, prepared for submission to the Economic Regulation Authority.

| would like to take this opportunity to thank you, the management and the staff of your
Corporation for their cooperation with the audit team.

Feel free to contact me on 6557 7501 if you would like to discuss these matters further.

Yours faithfully

COLIN éﬁv

AUDITOR GENERAL
5 September 2013

Attach



Appendix A Scope of agreed upon procedures and findings
Regulatory Financial Statements (RFS)

Procedure:

1. Obtain the 30 June 2013 RFS and agree the base account numbers to Western Power's
30 June 2013 financial statements for:
(a) Total revenue, total expenses, profit/(loss) after taxation equivalent

(b) Net operating cash flow, net investing cash flow, net financing cash flow, net
increase/(decrease) in cash held

(c) Total Assets, total liabilities, net Assets, equily.

Findings:

We have agreed the base numbers within the RFS for 30 June 2013 to Western Power's
30 June 2013 financial statements as follows:

Category Agreed without Notes
exception

Total Revenue No 1

Total Expenses No 1
Profit/(Loss) after taxation equivalent Yes
Net operating cash flow Yes
Net investing cash flow Yes
Net financing cash flow Yes
Net increase/(decrease) in cash held Yes
Total Assets Yes
Total Liabilities Yes
Net Assets Yes
Equity Yes

Notes 1:

Total revenue and total expenses does not agree to the 30 June 2013 Financial Statements.
Explanation of this variance is noted in the 30 June 2013 RFS on page 1. A difference of $7 294 000
arises for each category. This is due to gross amounts being disclosed for proceeds & write-down on
the disposal of assets within the RFS, whilst this balance is disclosed on a net basis within the
30 June 2013 financial statements.
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Procedure:

2. Agree the allocations of revenue (e.g. network services — revenue cap, non-revenue cap;
unregulated), contributions (excluding gifted assets), gifted assets, proceeds from disposal
of assets and other revenue) as disclosed in the 30 June 2013 RFS profit and loss account
to the CRAM (business segment).

Findings:
The CRAM provides for the following allocation with respect to revenue:
‘All revenue items are recorded in our financial system via our account code structure.’

Our account code structure comprises cost centre and expense element. A cost centre is assigned to
each of our projects and work orders and includes three segments: responsibility centre, activity code
and asset segment.’

‘Activity code: comprises the second group of four characters of our cost centre. The characters are
numeric and are used to identify our business services, e.g. 1@@@ denotes external work, 2@Q@@
denotes operating work and 3@@@ denotes capital work.’

‘Asset segment: comprises the third group of four characters of our cost centre. The characters are
numeric and are used to identify our business segments, i.e. 1@@@ denotes corporate-related,
2@@@ denotes transmission, 3@@@ denotes distribution and 4@@@ denotes system
management (non-market and market related).’

Appendix C of the CRAM also stipulates the methodology for revenue allocation.

The RFS revenue categories (e.g. Network services, contributions, other revenue) each comprise a
number of general ledger accounts, which are further comprised of a number of sub-ledgers. We
have selected our revenue transactions from the sub-ledger level. For those transactions allocated
on the ‘direct’ basis, we have assessed whether their account coding is consistent with the CRAM.
For those transactions allocated on the ‘indirect’ basis we have discussed with management (Senior
Business Analyst — BP&R Branch) or reviewed documentation to ascertain the nature of the revenue
item and consequently the rationale for the transaction’s business segment allocation.

The sample selected and reviewed is documented on the following page.
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The sample selected and reviewed is shown below:

Revenue Chart of $ and RFS Period of Type of Account
category and $ accounts business transaction allocation coding
S m description and segment agreed to

the RFS) account code CRAM

Network services | Other Rev $734,600 | May 2013 Direct Yes
(revenue cap) Electricity Non (system
$1.235.394,000 Energy management)
(815041004000)
Network service Other Rev $14,544 | December 2012 Direct Yes
(non-revenue Electricity Non (transmission)
cap) Energy
$35.831,000 (532012772000)
Network services | Other Rev $1,296,053 | September 2012 Direct Yes
(unregulated) Electricity Non (unregulated)
$84,437,000 Energy
(633310001000)
Contributions Other Rev $69,893,022 | November 2012 Direct Yes
(excl. gifted Electricity Non (distribution)
assets) Energy
$119 605,000 (602630543000)
Gifted assets Dvlpr & Capt $7,044,865 | March 2013 Direct Yes
Contributions (distribution)
$57,585,000 Rev — Clients
(602530563000)
Proceeds from ISUZU FVR950 $36,261 | June 2013 Direct Yes, 1
disposal of assets | CRANE/(F1131 (unregulated)
$7.294.000 31) WPC1986
Other revenue Misc Rev $16,829 | February 2013 Direct Yes
$5,164,000 Property Rental (unregulated)
Income
(174011201000)
Notes 1:

As per section 6.5, 6.6.3 & section 5 in Appendix C of the CRAM, proceeds from the disposal of fixed
assets are directly attributed based on the profile of the asset. As the asset selected for sampling is
fleet and based on the CRAM, external sales and fleet services are allocated to unregulated revenue.
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Procedure:

3. Agree the allocations of operating expenditure costs (i.e. operations, maintenance, customer
service and billing, corporate and other operating expenditure) as disclosed in the
30 June 2013 RFS profit and loss account to the CRAM (business segment and regulatory

category).

Findings:
The CRAM provides for the following allocation with respect to operating expenditure costs:
‘All cost items are recorded in our financial system via our account code structure.’

Our account code structure comprises cost centre and expense element. A cost centre is assigned to
each of our projects and work orders and includes three segments: responsibility centre, activity code
and asset segment.’

‘Activity code: comprises the second group of four characters of our cost centre. The characters are
numeric and are used to identify our business services, e.g. 1@@@ denotes external work, 2@ Q@
denotes operating work and 3@@@ denotes capital work.’

‘Asset segment: comprises the third group of four characters of our cost centre. The characters are
numeric and are used to identify our business segments, i.e. 1@@@ denotes corporate-related,
20@@ denotes transmission, 3@@@ denotes distribution and 4@@@ denotes system
management (non-market and market related).’

The CRAM Appendix A also details the methodology for the allocation of operating expenditure costs.

The RFS operating expenditure categories each comprise a number of general ledger accounts,
which are further comprised of a number of sub-ledgers. We have selected our operating expenditure
transactions from the sub-ledger level. For those transac