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Lead Auditor’s Independence Declaration under 

Section 307C of the Corporations Act 2001 

To the Directors of SGSP (Australia) Assets Pty Ltd 

I declare that, to the best of my knowledge and belief, in relation to the audit of SGSP (Australia) Assets Pty 
Ltd for the financial year ended 31 December 2020 there have been: 

i. no contraventions of the auditor independence requirements as set out in the Corporations
Act 2001 in relation to the audit; and

ii. no contraventions of any applicable code of professional conduct in relation to the audit.

KPMG Gordon Sangster

Partner 

Melbourne

25 March 2021 
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Independent Auditor’s Report 
 

 

To the shareholders of SGSP (Australia) Assets Pty Ltd 

 

Opinion 

We have audited the Financial Report of SGSP 
(Australia) Assets Pty Ltd (the Company). 

In our opinion, the accompanying Financial Report 
of the Company is in accordance with the 
Corporations Act 2001, including: 

• giving a true and fair view of the Group's financial 
position as at 31 December 2020 and of its financial 
performance for the year ended on that date; and 

• complying with Australian Accounting Standards 
and the Corporations Regulations 2001. 

 

The Financial Report comprises: 

• Balance Sheet as at 31 December 2020 

• Income statement, Statement of comprehensive 
income, Statement of changes in equity, and Cash 
flow statement for the year then ended 

• Notes including a summary of significant 
accounting policies  

• Directors' Declaration. 

The Group consists of SGSP (Australia) Assets Pty 
Ltd (the Company) and the entities it controlled at 
the year end or from time to time during the 
financial year. 

 

Basis for opinion 

We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit 
of the Financial Report section of our report. 

We are independent of the Group in accordance with the Corporations Act 2001 and the ethical requirements 
of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional 
Accountants (including Independence Standards) (the Code) that are relevant to our audit of the Financial 
Report in Australia. We have fulfilled our other ethical responsibilities in accordance with the Code. 
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Key Audit Matters 

The Key Audit Matters we identified 
are: 

• Recoverability of non-current assets, 
including property, plant and equipment, 
intangible assets and investments 

• Recognition of revenue 

• Taxation 

Key Audit Matters are those matters that, in our professional 
judgement, were of most significance in our audit of the 
Financial Report of the current period. 

These matters were addressed in the context of our audit of 
the Financial Report as a whole, and in forming our opinion 
thereon, and we do not provide a separate opinion on these 
matters. 

 

Recoverability of non-current assets, including property, plant and equipment ($7,685m), 
intangible assets ($1,768m) and investments ($1,253m) 

Refer to note C5 Impairment testing 

The key audit matter  How the matter was addressed in our audit 

Recoverability of non-current assets is a 
key audit matter due to the: 

 size of non-current assets (being 92% 
of total assets); 

 complex nature of the regulatory 
framework for determining revenue 
and expenditure applicable to the 
Group’s regulated cash generating 
units (CGUs). This impacts the Group’s 
ability to forecast cash flows for 
regulated CGUs. This increases the 
risk of inaccurate forecasts and a wider 
range of outcomes for us to consider; 

 audit effort associated with gathering 
evidence in relation to forward looking 
assumptions applied in the Group’s 
discounted cash flow models for each 
CGU. Key assumptions in the cash 
flow models included terminal values, 
expected capital and operating 
expenditure, expected returns from 
future regulatory determinations, 
contract margins, re-contracting risk, 
growth rates and discount rates; 

 the Group uses complex models to 
perform their impairment testing; and 

 uncertainty in energy policies and new 
developments in the Group’s industry 
that are expected to impact the 

Working with our regulatory specialists, our procedures 
included: 

 using our industry knowledge and publicly available 
data, such as, regulator information and industry 
outlooks, to consider the impact of relevant regulatory, 
technology and other market developments on the 
Group’s discounted cash flow model assumptions; 

 testing key controls over the cash flow models, 
including review and approval of key assumptions and 
business unit budgets which form the basis of the cash 
flow forecasts; 

 evaluating the Group’s sensitivity analysis in respect of 
key assumptions, including the identification of areas of 
estimation uncertainty and reasonably possible 
changes in key assumptions; 

 assessing the accuracy of previous Group forecasts to 
inform our evaluation of forecasts incorporated in the 
models; 

 assessing the appropriateness of the methodology 
applied by the Group to perform the impairment testing 
against the requirements of accounting standards; 

 assessing cash flow model integrity, including the 
accuracy of the underlying calculation formulas; 

 testing the Group’s key assumptions by: 
- comparing forecast cash flows to Board approved 

forecasts. 
- comparing key events to the Board approved plan 

and strategy. 
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recoverability of the assets, increasing 
our focus in this area. 

- comparing regulated cash flow assumptions, to 
regulatory determinations including allowable 
expenditures, rates of return, and trends 
influencing long-term projections of these; 

- comparing a sample of non-regulated cash flows to 
customer contracts and historical performance, 
taking into consideration expected changes in the 
Group and the environment in which it operates; 

- assessing terminal value multiples and discount 
rates by considering against publicly available data 
of a group of comparable entities with the 
assistance of our valuation specialists. 

 working with our valuation specialists we compared 
implied multiples from comparable market transactions 
to the implied multiple from the Group’s discounted 
cash flow models and CGU carrying values; and 

 assessing disclosures in the financial report against the 
requirements of accounting standards. 

  

Recognition of revenue ($1,674m) 

Refer to note B2 Revenue and other information 

The key audit matter  How the matter was addressed in our audit 

Revenue recognition is a key audit matter 
due to the: 

 complex regulatory framework and 
billing process for the distribution of 
electricity and gas, in particular: 
- inherent complexity in the Group’s 

customer billings processes and 
systems to estimate energy 
consumed and determine relevant 
tariffs; and 

- judgement required to audit the 
Group’s revenue accrual which 
estimate the unbilled period 
between the customer’s last bill and 
reporting date. This estimate 
includes assumptions as to 
consumption patterns, weather 
conditions and tariffs. 

 judgement required to audit the 
Group’s estimate of revenue relating 
to infrastructure services. This 
estimate includes forward looking 
assumptions for forecast revenue and 

Our procedures included: 

 evaluating the appropriateness of the Group’s 
accounting policies for revenue recognition against 
accounting standard requirements; 

 working with our Information Technology specialists to: 
- test key controls in the revenue process including 

interfaces between systems, and the timing of 
revenue recognition used to record and bill revenue 
over accounting periods; and 

- assess the unbilled revenue methodology and 
assumption applied against industry standards and 
practice. 

 testing a sample of system tariffs from the Group’s 
billing system to regulatory determinations; 

 analysing revenue recognised by the Group against 
historical performance, regulatory determinations, and 
energy consumption data; 

 testing a sample of infrastructure services revenue to 
underlying documentation including customer 
contracts, variations and claims documentation;  
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costs to complete, stage of project 
activities, and recoverability of 
unapproved variations and claims. 

 comparing a sample of accrued revenue balances to 
actual customer billings subsequent to the year end; 
and 

 assessing and challenging the Group’s assumptions 
relating to the recoverability of infrastructure services 
revenue by: 
- testing key controls such as review and approval of 

project budgets, variations and actual costs 
incurred by senior management; and 

- comparing forecast revenue and cost assumptions 
used by the Group to estimate revenue relating to 
infrastructure services against source documents 
including approved project budgets. We also 
compared them to actual costs incurred to date and 
the actual stage of project activities. 

 assessing disclosures in the financial report against the 
requirements of accounting standards. 

  

Taxation ($96m Income Tax Expense and $8m Current tax receivables)  

Refer to note B4 Taxation 

The key audit matter  How the matter was addressed in our audit 

Taxation is a key audit matter due to the 
additional audit effort we applied resulting 
from the following: 

 increased Australian Taxation Office 
(ATO) compliance activities focused on 
ensuring taxpayers comply with their 
Australian tax obligations with respect 
to international related party 
transactions and structures. This has 
led to changes in Australian taxation 
laws, new ATO guidelines and judicial 
interpretation of Australia’s transfer 
pricing laws which impact the Group; 

 the Group currently being subject to an 
ATO transfer pricing audit in relation to 
its convertible instruments; and 

 significant judgement required by us in 
assessing the Group’s application of 
taxation legislation to tax matters and 
associated provisions. 

The Group engages external advisors to 
assist them in assessing application of tax 
law to the Group’s specific circumstances. 

With the assistance of our taxation and transfer pricing 
specialists, our procedures included: 

 inquiring of management and those charged with 
governance regarding the status of tax matters, 
including participating in Audit and Compliance 
Committee meetings; 

 reading correspondence with the ATO and the Group’s 
external advisers to understand the current status of 
the ATO audit, and the analysis and submissions being 
prepared by the Group for the ATO; 

 testing key controls relating to the accounting for and 
disclosure of tax related transactions, including review 
and approval of key tax matters by senior management; 

 assessing the Group’s treatment of tax matters against 
accounting standard requirements, including: 
- comparing areas of key judgement in the Group’s 

estimation of tax matters, against information such 
as tax legislation, rulings and case law; 

- comparing the Group’s basis for measurement of 
tax provisions against the requirements of the 
accounting standards and challenged the 
provisioning methodologies and underlying 
assumptions;  
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We involved our taxation and transfer 
pricing specialists in assessing this Key 
Audit Matter. 

 assessing the Group’s taxation disclosures against the
requirements of accounting standards and our
understanding of the matters.

Other Information 

Other Information is financial and non-financial information in SGSP (Australia) Assets Pty Ltd’s annual 
reporting which is provided in addition to the Financial Report and the Auditor’s Report. The Directors are 
responsible for the Other Information. 

Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not 
express an audit opinion or any form of assurance conclusion thereon. 

In connection with our audit of the Financial Report, our responsibility is to read the Other Information. In 
doing so, we consider whether the Other Information is materially inconsistent with the Financial Report or 
our knowledge obtained in the audit, or otherwise appears to be materially misstated. 

We are required to report if we conclude that there is a material misstatement of this Other Information, 
and based on the work we have performed on the Other Information that we obtained prior to the date of 
this Auditor’s Report we have nothing to report. 

Responsibilities of the Directors for the Financial Report 

The Directors are responsible for: 

• preparing the Financial Report that gives a true and fair view in accordance with Australian Accounting
Standards and the Corporations Act 2001

• implementing necessary internal control to enable the preparation of a Financial Report that gives a true
and fair view and is free from material misstatement, whether due to fraud or error

• assessing the Group and Company's ability to continue as a going concern and whether the use of the
going concern basis of accounting is appropriate. This includes disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless they either intend to liquidate the
Group and Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Report 

Our objective is:  

• to obtain reasonable assurance about whether the Financial Report as a whole is free from material
misstatement, whether due to fraud or error; and

• to issue an Auditor’s Report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with Australian Auditing Standards will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error. They are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users taken on the basis of the 
Financial Report. 
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A further description of our responsibilities for the audit of the Financial Report is located at the Auditing and 
Assurance Standards Board website at: http://www.auasb.gov.au/auditors_responsibilities/ar1.pdf. This 
description forms part of our Auditor’s Report. 

KPMG Gordon Sangster

Partner 

Melbourne

25 March 2021 
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