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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) (Guidelines). 

 

In the directors' opinion: 

(a) The regulatory 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) 

(b) The regulatory financial statements present, in all material aspects, a true and fair view of the financial position of Western 
Power against the audited 2017/18 statutory financial statements (base accounts) authorised for issue in accordance with a 
resolution of the directors on 7 August 2018 

 

This declaration is made in accordance with a resolution of the directors. 

 

 

 

 

 

 

C Beckett G Martin 

Board Chair Deputy Board Chair 

 

12 December 2019 
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PROCEDURE 1  
Agree the RFS base account amounts to Western Power’s 30 June 2018 statutory financial 
statements for: 

a) Total income, total expenses, profit/(loss) after taxation equivalent (except where not 
prescribed by the Guidelines. For example, proceeds from and book value of disposed 
assets). 

b) Net operating cash flows, net investing cash flows, net financing cash flows, net 
increase/(decrease) in cash and cash equivalents. 

c) Total assets, total liabilities, net assets and total equity. 
 

Factual findings 
We found the RFS base account amounts agreed with the 30 June 2018 statutory financial 
statements. 
 
Testing details 
We agreed the base account amounts for each of the following categories: 
 

Category Agreed without exception 

Total income  Yes 

Total expenses  Yes 

Profit/(loss) after taxation equivalent  Yes 

Net operating cash flows Yes 

Net investing cash flows Yes 

Net financing cash flows Yes 

Net increase/(decrease) in cash and cash equivalents Yes 

Total assets Yes 

Total liabilities Yes 

Net assets Yes 

Total equity Yes 
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PROCEDURE 2  
Agree the allocations of income in the RFS profit and loss account to Western Power’s 30 June 
2018 Cost and Revenue Allocation Method (CRAM) by business segment. The income categories 
are comprised of network services (revenue cap; non-revenue cap; other), contributions (excluding 
gifted network assets), gifted network assets, proceeds from disposal of assets and other income.  
 
Factual findings  
We found the allocations agreed with the CRAM, apart from the exception noted below.   
 
Testing details 
We selected a sample and agreed the RFS revenue allocations were in accordance with the 
CRAM. In particular, we considered: 

1. Section 6.3 of the CRAM, which stipulates Western Power’s account code structure. 
2. Appendix C of the CRAM, which stipulates the revenue allocation method. 
3. The RFS revenue categories are comprised of a number of general ledger accounts, which 

are further segregated into sub-ledgers.  
 

We selected for testing a sample of revenue transactions from the sub-ledger level. For those 
transactions allocated on the 'direct' basis, we checked whether their account coding is consistent 
with the CRAM. For those transactions allocated on the 'indirect' basis, we discussed with 
management 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 in the following table: 

Revenue category 
and amount as 
disclosed in the 
RFS  

Chart of accounts 
description and 
account code 

Amount RFS business 
segment 

Type of 
allocation 

Agreed 
allocation 
to CRAM 

Network service 
(revenue cap) 
$1,496,201,000 

Network service (revenue 
cap) 
118012733000 

$104,087,865  Distribution Direct Yes 

Network service 
(non-revenue cap) 
$16,895,000 

Open Access Application 
Fees 
533012772000 

$381,896  Transmission Direct Yes 

Network service 
(other) 
$59,838,000 

Support Costs 
117061601000 

$1,251,769  Distribution & 
Transmission 

Indirect 
(PPE) 

Yes 

Contributions 
(excluding gifted 
network assets) 
$89,846,000 

Dvlpr & Capt 
Contributions Rev – 
Clients 
602530543000 

$6,973,378  Distribution Direct Yes 

Gifted network 
assets 
$56,483,000 

Dvlpr & Capt 
Contributions Rev – 
Clients 
602530563000 

$7,675,918  Distribution Direct Yes 

Proceeds from 
disposal of assets 
$9,975,000 

Proceeds from disposal 
of assets 
FORD RANGER DUAL 
CAB WPC487       

$14,349  Unregulated Direct Yes 

Other income  
$5,193,000 

Other Unregulated 
Services 
969160052000 

$36,364  Transmission Direct No 
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Explanation of exceptions identified 
According to the CRAM, other unregulated revenue is to be allocated directly to the “Unregulated” 
business segment. We found our sample for “Other Unregulated Services” totalling $36,364 had 
been incorrectly allocated directly to the “Transmission” business segment. Further investigation of 
all similar accounts identified a total of $144,091 had been incorrectly allocated directly to the 
“Transmission” business segment.  
 
The RFS have not been corrected by Western power management as the re-allocation between 
the business segments is considered by Western Power to be immaterial as it represents 2.8% of 
total other income and 0.01% of total income reported in the RFS. 
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PROCEDURE 3  
Agree the allocations of operating expenditure in the RFS profit and loss account to the CRAM by 
business segment and regulatory category. The operating expenditure categories are comprised 
of operations, maintenance, customer service and billing, corporate and other operating 
expenditure.  
 
Factual findings 
We found the RFS allocations agreed with the CRAM.  
 
Testing details 
We selected a sample and agreed the allocations were in accordance with the CRAM. In 
particular, we considered: 

1. Section 6.3 of the CRAM, which stipulates Western Power’s account code structure. 
2. Appendix A of the CRAM, which stipulates the cost allocation method. 
3. The RFS cost categories are comprised of a number of general ledger accounts, which are 

further segregated into sub-ledgers.  
 

We have selected our sample of cost 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 or reviewed documentation to ascertain the nature of the cost item 
and consequently the rationale for the transaction’s business segment allocation. 
 
The sample selected and reviewed is documented in the following table: 

 

Expenditure 
category and 
amount as 
disclosed in the 
RFS  

Chart of accounts 
description and 
account code 

Amount RFS 
business 
segment 

Type of 
allocation 

Agreed 
allocation 
to CRAM 

Operations  

$81,245,000 

SCADA & 
Communications 

601145303000 

 $518,905  Distribution Direct Yes 

Maintenance 

$180,363,000 

Preventive Routine 

601320552000 

 $511,137  Transmission Direct Yes 

Customer service 
and billing  

$29,344,000 

Metering 

991313003000 

 $460,078  Distribution Direct Yes 

Corporate  

$98,811,000 

Finance, Regulation 
& ICT 

145065481000 

 $1,010,505  Transmission 
& Distribution 

Indirect 
(PPE) 

Yes 

Other operating 
expenditure 

$190,858,000 

Design costs not 
proceeding 

601452002000 

 $1,204,306  Transmission Direct Yes 
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PROCEDURE 4  
Agree the allocations of “Other Expenditure” in the RFS profit and loss account to the CRAM by 
business segment. The “Other Expenditure” categories are comprised of depreciation and 
amortisation, bad debts, borrowing costs, book value on disposal of assets and taxation 
equivalent.  
 
Factual findings 
We found the RFS allocations agreed with the CRAM. 
 
Testing details 
We selected a sample and agreed the allocations were in accordance with the CRAM. In 
particular, we considered the following allocations stipulated in Table A.6 of Appendix A of the 
CRAM. 
 
We have reviewed the allocation methodology applied for each of the “Other Expenditure” 
categories and found the allocation methodology is applied consistently with the CRAM. The 
procedures we applied included: 

a) Review of management allocation work papers. 
b) Checked the allocation calculation for those categories that were based on a ratio 

calculation. 

 

 

  

Expenditure category disclosed in the RFS Amount ($) 
Agreed allocation 
to CRAM 

Depreciation and amortisation 345,605,000 Yes 

Bad debts 1,141,000 Yes 

Borrowing costs 291,219,000 Yes 

Book value on disposal of assets 13,035,000 Yes 

Taxation equivalent  151,050,000 Yes 
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PROCEDURE 5  
Agree the allocations of cash flows for operating activities, investing activities and financing 
activities (i.e. receipts and payments) as disclosed in the RFS cash flow statement to the CRAM 
by business segment. 
 
Factual findings 
We found the RFS allocations agreed with the CRAM, apart from the exception noted below.  
 
Testing details 
We reviewed the allocation methodology applied to each account.  The RFS allocation 
methodologies applied reflect the causal correlation with the nature of the balance and are in 
accordance with the CRAM.  
 
Explanation of exceptions identified 
Due to the exception noted in Procedure 2, there is an incorrect allocation of other income totalling 

$144,091 between the “Transmission” and “Unregulated” business segments. 

 

The RFS have not been corrected by Western Power management as the re-allocation between 

the business segments is considered by Western power to be immaterial as it represents 0.007% 

of total receipts from operating activities and 0.013% of net operating cash flows reported in the 

RFS. 
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PROCEDURE 6  
Agree the allocation of assets and liabilities as disclosed in the RFS balance sheet to the CRAM 
by business segment. 
 
Factual findings 
We found the RFS allocations agreed with the CRAM.  
 
Testing details 
Appendix D of the CRAM stipulates the balance sheet allocation method for both current and non-
current assets and current and non-current liabilities. 
 
We reviewed the asset and liability allocations and compared the allocation to the CRAM. 
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PROCEDURE 7  
Agree the allocations of capital expenditure (i.e. additions) as disclosed in the RFS to the CRAM 
for both business segment and regulatory category. 
 
Factual findings 
We found the RFS allocations agreed with the CRAM. 
 
Testing details 
Appendix B of the CRAM stipulates the methodology for the allocation of capital expenditure. The 
methods applied include allocation based on direct allocation (i.e. account code) or indirect 
allocation using the method that most appropriately reflects the causal correlation of the underlying 
transaction. Property, plant and equipment, and intangible assets (PPE) is the causal allocation 
method applied for this purpose. 
 
The RFS capital expenditure categories are comprised of a number of accounts, which are further 

segregated into sub-accounts. We have selected our test sample of capital expenditure  

 

transactions from the sub-account 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 or reviewed documentation 

to ascertain the nature of the expenditure item and consequently the rationale for the transaction's 

business segment allocation. The sample selected and reviewed is shown below: 

 

Expenditure category and 
amount as disclosed in the 
RFS 

Asset 
segment 
code 

Amount RFS business 
segment 

Type of 
allocation 

Agreed 
allocation 
to CRAM 

Capacity expansion 

$43,062,000 

2000 $989,882  Transmission Direct Yes 

Customer driven 

$146,580,000 

2000 $1,020,798  Transmission Direct Yes 

Gifted network assets  

$56,483,000 

3000 $7,675,918  Distribution Direct Yes 

Asset replacement 

$111,913,000 

3000 $2,249,953  Distribution Direct Yes 

State underground power 
project  

$7,060,000 

3000 $570,722  Distribution Direct Yes 

Metering  

$17,788,000 

3000 $2,160,982  Distribution Direct Yes 

Wood pole management 

$149,913,000 

3000 $12,631,592  Distribution Direct Yes 

Reliability driven  

$2,867,000 

3000 $91,280  Distribution Direct Yes 

Supervisory control and data 
acquisition & communications  

$20,942,000 

3000 $276,399  Distribution Direct Yes 



ATTACHMENT A 
 

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER  
REGULATORY FINANCIAL STATEMENTS (RFS) – 30 JUNE 2018 
REPORT OF FACTUAL FINDINGS 
 

Page 9 of 11 
 

Expenditure category and 
amount as disclosed in the 
RFS 

Asset 
segment 
code 

Amount RFS business 
segment 

Type of 
allocation 

Agreed 
allocation 
to CRAM 

Regulatory compliance  

$38,155,000 

2000 $1,191,981  Transmission Direct Yes 

Information technology  

$51,119,000 

2000 & 
3000 

$1,099,889  Transmission & 
Distribution 

Indirect 
(PPE) 

Yes 

Business support 

$28,651,000 

2000 & 
3000 

$3,120,204  Transmission & 
Distribution 

Indirect 
(PPE) 

Yes 

Capitalised interest 

$1,313,000 

2000 $145,158  Transmission Direct Yes 

Mobile plant and vehicles  

$8,641,000 

1000 $713,787  Unregulated Direct Yes 

Stand-alone power systems 

$348,000 

3000 $166,949  Unregulated Direct Yes 
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PROCEDURE 8 
Select at least two regulatory adjustments as disclosed in the RFS and agree to the supporting 
documentation and / or underlying methodology and calculations. 
 
Factual findings 
We found the adjustments agree with the supporting documentation and / or underlying 
methodology and calculations. 
 
Testing details 
We randomly selected two adjustments in respect to capital contributions and unregulated fleet 
depreciation.  
 
We agreed the adjustments to management supporting documentation and noted: 

• The adjustment in respect to capital contributions is required in accordance with the ERA 
Guidelines. 

• The adjustment in respect to unregulated fleet depreciation is required to align the RFS 
with the forecast assumptions and expenditure disclosures in Western Power’s current 
access arrangement. 
 

The basis for these adjustments are outlined below: 
(i) Capital contributions: The base accounts include developer and customer contributions 

as revenue when assets are energised. However, the ERA Guidelines require revenue 
to be recognised with respect to developer and customer contributions when received. 

(ii) Unregulated fleet depreciation: The base accounts disclose unregulated fleet 
depreciation as depreciation and amortisation expenditure. However unregulated fleet 
depreciation is recognised as operating expenditure adjustment to align the RFS with 
the forecast assumptions and expenditure disclosures in Western Power’s current 
access arrangement. 
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PROCEDURE 9 
Check the mathematical accuracy and perform a cross-reference of the balances disclosed within 
the RFS. 
 
Factual findings 
We found the RFS to be mathematically accurate and all balances were able to be cross-
referenced. 
 
Testing details 
We have checked the mathematical accuracy by recalculation. We also reviewed the internal 
consistency of the RFS. 
 
ACRONYMS  
CRAM: Cost and Revenue Allocation Method 
PPE: Property, plant and equipment, and intangibles assets 
RFS: Regulatory financial statements 
ERA: Economic Regulation Authority 
ERA Guidelines: ERA’s Guidelines for Access Arrangement Information December 2010 
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