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ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER
REGULATORY FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019

13. Summary of significant accounting policies (continued)

(n) Intangible assets
Cost

Amortisation

Categories of intangible assets

Estimated 
useful life

(years)
Intellectual property 3 ‐ 25
Software (major developments/enhancements) 5 ‐ 10
Software (minor purchases/enhancements) 2.5

 Intangible assets received on disaggregaƟon of Western Power CorporaƟon are amorƟsed over their esƟmated residual useful lives. 

Derecognition

(o) Trade and other payables   

(p) Borrowings   

Forward domestic borrowing commitments

(q) Borrowing costs
Borrowing costs are expensed when incurred.

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 pre‐determined interest rates. These borrowings are entered into in order to mitigate refinancing risk 
and to hedge against interest rate exposures arising from future borrowing obligations with floating rates. They are recognised as a derivative 
financial instrument in the period between entering into the forward domestic borrowing agreement and draw down of the loan principal. Once 
the loan is drawn down, the principal is accounted for at fair value like any other borrowing. Any fair value gain or loss relating to the effective 
portion of the forward is recognised in the hedging reserve and reclassified to profit or loss over the term of the loan.

Trade and other payables represent liabilities for goods and services provided to Western Power prior to the end of the reporting year which are 
unpaid. They are usually settled between 30 and 45 days of recognition. 

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.

In order to recognise the loss of service potential of intangible assets, amortisation is calculated using the straight‐line method over the estimated 
useful lives below, making allowances where appropriate for residual values.

The residual values, estimated useful lives and amortisation methods of intangible assets are reviewed annually, and adjusted as appropriate at 
the end of each reporting year, with any changes recognised as a change in accounting estimate. As at 30 June 2019, Western Power did not 
recognise any changes in amortisation estimates.

Intangible assets represent identifiable capitalised software costs and intellectual property, and are recognised at historical cost less accumulated 
amortisation in accordance with AASB 138  Intangible assets . Intangible assets are not equal to the regulated asset base. Subsequent costs are 
included in intangible assets 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 intangible assets 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. 

An intangible asset 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.

Trade and other payables are initially recognised at fair value and subsequently measured at amortised cost. Trade and other payables are 
classified as current liabilities unless payment is not due for at least 12 months after the reporting date.

Borrowings are initially recognised at fair value net of transaction costs incurred and subsequently measured at amortised cost using the effective 
interest method. 
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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 2018/19 statutory financial statements (base accounts) authorised for issue in accordance with a 
resolution of the directors on 6 August 2019 

 

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 2019 statutory financial 
statements for: 

a) Total income, total expenses and 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 and 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 agree with the 30 June 2019 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 
2019 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 agree with the CRAM.    
 
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 
disclosed in the 
RFS  

Chart of accounts 
description and 
account code 

Sample amount 

$ 

RFS business 
segment 

Type of 
allocation 

Agreed 
allocation 
to CRAM 

Network service 

(revenue cap) 

$1,477,272,000 

Network service 

(revenue cap) 

118012733000 

100,618,084 Distribution Direct Yes 

Network service (non-

revenue cap) 

$21,763,000 

Extended Metering 

Services  

991313023000 

550,048 Distribution Direct Yes 

Network service 

(other) 

$50,583,000 

Material Sales 

633010001000 

2,451,673 Unregulated Direct Yes 

Contributions 
(excluding gifted 
network assets) 
$151,536,000 

Capital 
Contributions - 
Transmission 
601330542000 

10,101,427 Transmission Direct Yes 

Gifted network assets 

$62,657,000 

Gifted Assets 
602530563000 

7,200,037 Distribution Direct Yes 

Proceeds from 

disposal of assets 

$4,533,000 

Proceeds from 

disposal of assets 

ZONE SUB       

3,605,284 Transmission Direct Yes 

Other income  

$3,356,000 

Insurance 
Recoveries 
100161552000 

1,746,371 Transmission Direct Yes 
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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 to agree 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 disclosed 
in the RFS  

Chart of accounts 
description and 
account code 

Sample 
amount 

$ 

RFS 
business 
segment 

Type of 
allocation 

Agreed 
allocation 
to CRAM 

Operations  

$90,525,000 

Metering Extended 

Services  

991313023000  

246,013 Distribution Direct Yes 

Maintenance 

$188,654,000 

Corrective 

Emergency 

 602524153000 

 1,022,299 Distribution Direct Yes 

Customer service 

and billing  

$26,580,000 

Customer Service 

Centre  

994071413000  

 232,945 Distribution Direct Yes 

Corporate  

$79,037,000 

Insurance  

130061551000 

780,291 Transmission 
& Distribution 

Indirect 
(PPE) 

Yes 

Other operating 

expenditure  

$217,263,000 

Metering Extended 

Services  

991313023000  

246,013 Distribution 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 as disclosed in the RFS 
Amount 

$ 

Agreed allocation to 
CRAM 

Depreciation and amortisation 348,572,000 Yes 

Bad debts 553,000 Yes 

Borrowing costs 284,585,000 Yes 

Book value on disposal of assets 16,572,000 Yes 

Taxation equivalent  153,424,000 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.  
 
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.  
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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. 
 
  



ATTACHMENT A 
 

ELECTRICITY NETWORKS CORPORATION TRADING AS WESTERN POWER  
REGULATORY FINANCIAL STATEMENTS (RFS) – 30 JUNE 2019 
REPORT OF FACTUAL FINDINGS 
 

Page 8 of 10 
 

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 disclosed in the RFS 

Asset 
segment 
code 

Sample amount 

$ 

RFS business 
segment 

Type of 
allocatio
n 

Agreed 
allocation 
to CRAM 

Capacity expansion 

$15,296,000 

2000 898,475 Transmission Direct Yes 

Customer driven 

$185,089,000 

3000 6,199,284 Distribution Direct Yes 

Gifted network assets  

$62,657,000 

3000 8,642,275 Distribution Direct Yes 

Asset replacement 

$125,303,000 

3000 5,137,887 Distribution Direct Yes 

State underground power project  

$30,982,000 

3000 2,278,846 Distribution Direct Yes 

Metering  

$28,471,000 

3000 3,320,648 Distribution Direct Yes 

Wood pole management 

$122,451,000 

3000 9,638,056 Distribution Direct Yes 

Reliability driven  

$5,337,000 

2000 3,807,113 Transmission Direct Yes 

Supervisory control and data 
acquisition & communications  

$29,970,000 

2000 1,475,831 Transmission Direct Yes 

Regulatory compliance  

$46,985,000 

2000 2,126,866 Transmission Direct Yes 

Information technology  

54,628,000 

2000 & 
3000 

1,769,812 Transmission & 
Distribution 

Indirect 
(PPE) 

Yes 

Business support 

$37,889,000 

2000 & 
3000 

1,909,091 Transmission & 
Distribution 

Indirect 
(PPE) 

Yes 

Capitalised interest 

$1,567,000 

2000 219,117 Transmission Direct Yes 

Mobile plant and vehicles  

$17,152,000 

1000 569,029 Unregulated Direct Yes 

Stand-alone power systems 

$2,657,000 

3000 662,000 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 capital provisions. 
 
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; and 

• The adjustment in respect to capital provisions is required in accordance with the ERA’s 
Access Arrangement 4 (AA4) decision. 
 

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) Capital provisions: The base accounts include provisions for environmental and 
rehabilitation costs as capital additions when provided for. However, the AA4 decision 
requires environmental and rehabilitation costs to be capitalised only when incurred. 
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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 cross-referenced. 
 
Testing details 
We 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 intangible assets 
RFS: Regulatory financial statements 
ERA: Economic Regulation Authority 
ERA Guidelines: ERA’s Guidelines for Access Arrangement Information December 2010 
AA4: ERA’s Access Arrangement 4 
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