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Thursday, 19 January 2012 
 
 
 
The Manager  
Company Announcements 
Australian Stock Exchange Limited 
20 Bridge Street 
SYDNEY NSW 2000      
 
 
 
Dear Sir / Madam 
 
 
INVESTOR PRESENTATION 
 
I enclose an investor presentation to be delivered this afternoon to Macquarie retail 
advisors in Sydney. 
 
 
Yours faithfully, 
 
 
 
 
 
 
 
Alexandra Finley 
Company Secretary 
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STRATEGIC OVERVIEW 
Well positioned for growth 

Invested in regulated 

assets with stable cash 

flows 

 

► Regulated returns underpinned by built-in protections within regulatory framework 

► ETSA Utilities, CitiPower and Powercor final regulatory decisions and appeal 

outcomes provide for strong organic growth over current five year regulatory periods 

Prioritise ongoing 
investment in existing 

asset portfolio 

 

► Strong source of organic growth at zero premium (1.0 x RAB) 

► RAB expected to grow by 8% p.a. (CAGR) in current regulatory periods based on 

AER determinations 

Ensure prudent 

approach to gearing 

and hedging of debt 

 

► Strong credit ratings of A- (S&P) at Asset Companies 

► Ready access to capital markets and bank debt at asset and fund levels 

► No debt refinancing at Spark until September 2013 and at Asset Companies until 

February 2013 

Growing distributions 

alongside strong and 

growing look-through 

cash flows 

 

► Strong and growing look-through operating cash flows 

► Continue to fund distributions from operational cash flows from the Asset 

Companies 

► Maintain attractive investment metrics and distributions growth over the current 

regulatory periods 

 

Well placed to assess 

opportunities for 

diversification that will 

add value 

 

► Maintain demonstrated discipline in assessing diversification opportunities 

► Yield accretion a key criterion in assessing potential investments 

► Investment universe is restricted to regulated assets or comparable investments in 

electricity distribution and transmission, gas transmission and water utilities 
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BUSINESS AND REGULATORY UPDATE 

► Regulatory appeals – positive outcomes from the Australian Competition Tribunal (ACT) will result in 

additional revenue over the remainder of the current regulatory period to 2015 

 ETSA Utilities - approximately $315 million (Spark share $154.4 million)  

 CitiPower and Powercor - approximately $120 million to date (Spark share $58.8 million) – additional 

outstanding appeal matters to be finalised by 5 April 2012 

 

► Advanced Metering infrastructure (AMI) - In November the AER released its final decision on AMI for 

CitiPower and Powercor - total capital expenditure allowance of $308.2 million and a total operating 

expenditure allowance of $127.4 million for 2012-15 (real 2011 figures).  

 

► Bushfire Taskforce – Total of $750 million over 10 years, including $500 million to be invested by 

Powercor and SP AusNet - recovery of this revenue will occur over three years from 1 January 2013 in line 

with the commencement of the next pricing period: 

 Installation of automatic power cutting devices ($500m)  

 Replacement, insulation and undergrounding of cables ($200m); 

 Payments to customers affected by related outages ($40m) and research into fire safety ($10m) 

             

► Bushfire litigation – Powercor’s insurers have settled litigation: 

 Powercor is required to meet the first $5 million of any award of damages or settlement and this was   

provided for in the 2009 financial accounts 

 The fires at Horsham, Coleraine and Pomborneit/Weerite in February 2009 are treated as one event 

 The settlement is on a no admission of liability basis 

 

 

 

 

 

 

Successful appeals, bushfire matters resolved 
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REGULATORY FRAMEWORK 
In-Built protections 

Well established, transparent regulatory process  

with resets every 5 years; CPI -X3 price formula 

RAB AND REVENUES ARE ADJUSTED FOR INFLATION ANNUALLY (inflation protected) 

1. Based on 10 year Commonwealth Treasury Note. Includes both an equity  

premium and a debt premium (BBB+/Baa1) 

2. Depreciation based on regulated economic life of assets 

3. X factor in the reporting period was 6.41 for CitiPower, -0.11 for Powercor, 

and -12.14 for ETSA Utilities – a negative X factor results in an increase in 

prices above CPI 

The X Factors for ETSA Utilities in years 2-5 of its 5 year regulatory period incorporate the Australian Competition Tribunal  appeal 

outcomes announced last year.  Revised X Factors for CHEDHA for 2013-15 will be released after finalisation of outstanding regulatory 

appeal matters. 
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REGULATED PRICE PATH 
CPI minus X 

1.The X Factors for ETSA Utilities in years 2-5 incorporate the Australian Competition Tribunal  appeal outcomes announced in 2011.  The X Factors 

for CitiPower and Powercor in years 3-5 are subject to the ACTs final decision in relation to appeal matters which is expected by 5 April 2012 

X FACTORS1 Year 1 Year 2 Year 3 Year 4 Year 5 

-12.14 -18.1 -7.0 -7.0 -0.89 

6.41 -4.0   -4.0 -5.0 -5.0 

-0.11 -3.0 -3.0 -3.5 -4.0 

► Regulated electricity sales revenues are determined by a price path set according to the CPI – X formula 

► A negative X-Factor means a real increase in distribution tariffs 

Actual CPI %  (Forecast CPI %) Year 1 Year 2 Year 3 Year 4 Year 5 

2.9 (2.52)  3.3 (2.52) (2.52) (2.52) (2.52) 

 3.1 (2.57) 3.52 (2.57) (2.57) (2.57) (2.57) 

3.1 (2.57) 3.52 (2.57) (2.57) (2.57) (2.57) 
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VALUE DRIVERS 
Yield plus capital growth with quality cashflows 

SPARK IS AN INVESTMENT OFFERING SOLID DISTRIBUTION YIELD PLUS CAPITAL GROWTH 
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GREATER EQUITY OWNERSHIP 
Based on growing RAB and lower gearing 

1.Based on final AER decisions for current five year regulatory periods and funding of capital expenditure in accordance with  

60:40 debt: equity assumption.  Actual capital expenditure and funding mix may vary. 

2. At 30 June 2011 

68%

70%

72%

74%

76%

78%

80%

82%

84%

86%

88%

5

6

7

8

9

10

31-Dec-05 31-Dec-06 31-Dec-07 31-Dec-08 31-Dec-09 31-Dec-10 31-Dec-11 31-Dec-12 31-Dec-13 31-Dec-14 31-Dec-15

RAB  100% basis ($bn) (left  axis) Net Debt/RAB at Asset Company Level %  (r ight axis)

LEVERAGE PROJECTED TO FALL WHILE EQUITY LEVEL GROWS 

RAB2  

$7.0 billion 

IPO RAB  

$5.1 billion 

De-leveraging towards 

net debt/RAB of 

around 75% 

AER decision RAB around 

$10 billion1 

IPO Net debt/ RAB 

81%  
Net debt/ RAB 

81.8%2  
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DIVERSIFICATION 

► The primary focus will remain on organic growth opportunities within the current 

portfolio – 8% CAGR at zero premium 

► Disciplined approach to acquisitions will be maintained. There is no pressure to 

acquire given the strength of organic growth opportunities 

► Spark will only consider potential investments which we believe will enhance long 

term Securityholder value – yield accretion will remain a key criterion  

► Spark’s investment universe is restricted to electricity and gas distribution and 

transmission, and regulated water and sewerage assets which offer relatively low 

risk and stable cashflows 

 

Acquisition framework 



FOR FURTHER INFORMATION 
Please contact 
Mario Falchoni 

General Manager, Investor Relations and Corporate Affairs 

Spark Infrastructure 

 

P:  + 61 2 9086 3607 

F:  + 61 2 9086 3666 

mario.falchoni@sparkinfrastructure.com 
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DISCLAIMER & SECURITIES WARNING 

No offer or invitation. This presentation is not an offer or invitation for subscription or purchase of or a recommendation to purchase securities  

or financial product.  

No financial product advice. This presentation contains general information only and does not take into account the investment objectives, financial situation 

and particular needs of individual investors. It is not financial product advice. Investors should obtain their own independent advice from a qualified financial 

advisor having regard to their objectives, financial situation and needs. Entities within the Spark Infrastructure group are not licensed  

to provide financial product advice.  

Summary information. The information in this presentation does not purport to be complete. It should be read in conjunction with Spark Infrastructure’s other 

periodic and continuous disclosure announcements lodged with the Australian Securities Exchange (ASX), which are available at www.asx.com.au.  

U.S. ownership restrictions. This presentation does not constitute an offer to sell, or a solicitation of an offer to buy, securities in the United States or to any 

“U.S. person”. The Stapled Securities have not been registered under the U.S. Securities Act or the securities laws of any state of the United States. In addition, 

none of the Spark Infrastructure entities have been registered under the U.S. Investment Company Act of 1940, as amended, in reliance on the exemption 

provided by Section 3(c)(7) thereof. Accordingly, the Stapled Securities cannot be held at any time by, or for the account or benefit of, any U.S. person who is not 

both a QIB and a QP. Any U.S. person who is not both a QIB and a QP (or any investor who holds Stapled Securities for the account or benefit of any US person 

who is not both a QIB and a QP) is an "Excluded US Person" (A "U.S. person", a QIB or "Qualified Institutional Buyer" and a QP or "Qualified Purchaser" have 

the meanings given under US law). Spark Infrastructure may require an investor to complete a statutory declaration as to whether they (or any person on whose 

account or benefit it holds Stapled Securities) are an Excluded US Person. Spark Infrastructure may treat any investor who does not comply with such a request 

as an Excluded US Person. Spark Infrastructure has the right to: (i) refuse to register a transfer of Stapled Securities to any Excluded U.S. Person; or (ii) require 

any Excluded US Person to dispose of their Stapled Securities; or (iii) if the Excluded US Person does not do so within 30 business days, require the Stapled 

Securities be sold by a nominee appointed by Spark. To monitor compliance with these foreign ownership restrictions, the ASX’s settlement facility operator 

(ASTC) has classified the Stapled Securities as Foreign Ownership Restricted financial products and put in place certain additional monitoring procedures.  

Foreign jurisdictions. No action has been taken to register or qualify the Stapled Securities in any jurisdiction outside Australia. It is the responsibility  

of any investor to ensure compliance with the laws of any country (outside Australia) relevant to their securityholding in Spark Infrastructure.  

No liability. No representation or warranty, express or implied, is made in relation to the fairness, accuracy or completeness of the information, opinions and 

conclusions expressed in the course of this presentation. To the maximum extent permitted by law, each of Spark Infrastructure, all of its related bodies corporate 

and their representatives, officers, employees, agents and advisors do not accept any responsibility or liability (including without limitation any liability arising from 

negligence on the part of any person) for any direct, indirect or consequential loss or damage suffered by any person, as a result of or in connection with this 

presentation or any action taken by you on the basis of the information, opinions or conclusions expressed in the course of this presentation. You must make your 

own independent assessment of the information and in respect of any action taken on the basis of the information and seek your own independent professional 

advice where appropriate. 

Forward looking statements. No representation or warranty is given as to the accuracy, completeness, likelihood of achievement or reasonableness of any 

forecasts, projections, prospects, returns, forward-looking statements or statements in relation to future matters contained in the information provided in this 

presentation. Such forecasts, projections, prospects, returns and statements are by their nature subject to significant unknown risks, uncertainties and 

contingencies, many of which are outside the control of Spark Infrastructure, that may cause actual results to differ materially from those expressed or implied in 

such statements. There can be no assurance that actual outcomes will not differ materially from these statements.  
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