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Ergon Energy Queensland Pty Ltd
Director’s Report

For the year ended 30 June 2019

The Directors present their report together with the financial report of Ergon Energy Queensland Pty Ltd ("the Company") for the
year ended 30 June 2019 and the auditor's report thereon.

Directors
The names of Directors in office at any time during or since the end of the last financial year end are:
Date Appointed
Date Ceased
•

David Smales (Chairman)

3 October 2017

30 June 2019

•

Peter Scott

3 October 2017

n/a

•

Belinda Watton

26 June 2018

n/a

•

Jane Nant

26 June 2018

n/a

Principal activities
The principal activity of the Company during the financial year was non-contestable electricity retailing in regional Queensland.

Dividends
A liability for dividends payable is recognised in the financial year in which the dividend is declared. The Board declared a final
dividend equal to 100% of the Company’s profit after income tax equivalent expense, up to the amount of net assets in the
Company. As a result, a dividend of $220.456 million has been recognised in the financial statements. This dividend is payable
on 30 November 2019. A final dividend of $176.653 million was declared during the 2018 financial year and paid on 30
November 2018.

Operating and financial review
The Company’s profit after income tax equivalent expense was $220.456 million for the year (2018: $263.178 million). Despite
similar consumption levels, the 2019 average retail tariff rates were lower and average wholesale purchasing costs were higher.
The Community Service Obligation is recognised on a consumed basis in 2019 while in 2018 this was on a fixed basis.
Fair value gains on financial instruments were recognised during the year, predominantly due to the unwinding of mark to market
losses recognised in the prior years for trades that have matured. Unrealised mark to market movements reflect the unwinding of
previously recorded net losses.
The financial statements are a general purpose financial report that have been prepared in accordance with Australian
Accounting Standards and Interpretations, requirements of the Corporations Act 2001 and provisions of the Corporations
Regulations 2001.

Significant changes in the state of affairs
There were no significant changes to the state of affairs of the Company during the year.

Significant events after the end of the reporting period
No matters or circumstances have occurred since the end of the financial year which significantly affected or may significantly
affect the operations of the Company, or the state of affairs in future financial years.

Likely developments and future results
The Company continues to sell electricity at the Queensland Government’s notified prices in regional Queensland.
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Director’s Report

For the year ended 30 June 2019

Community Service Obligations
The Company is legally required to charge its retail customers in regional Queensland at notified prices set by the Queensland
Competition Authority. As a consequence, the tariff revenue collected is below the cost of supplying electricity. The Community
Service Obligation (CSO) payments are made in return for compliance with the commitment to state-wide uniform tariffs for
franchise customers. From 1 January 2018, the Company’s parent, Energy Queensland Limited, entered a fixed CSO
agreement with the Queensland Government (the State). The compensation is a fixed payment based on forecast revenue and
matching costs from electricity sales to franchise customers of the Company on the basis that Energy Queensland Limited is
assuming the risk, and any benefits, inherent in a fixed payment based on forecast. The CSO is recognised on an actual
consumed basis in the accounts of Ergon Energy Queensland, with an intercompany receivable from Energy Queensland for
that amount. The parties are aiming for increased simplification and administrative ease in CSO compensation claims,
payments and reporting.

Environmental regulation and performance
The Company's environmental obligations are regulated under Federal, State and Local government laws. All environmental
performance obligations are reported monthly, and are from time to time, subject to government agency audits, as well as
internal and external audits undertaken as part of fulfilling environmental management requirements which ensures compliance.
No environmental breaches occurred during the financial period.

Indemnification and insurance of directors and officers
A policy was held throughout the year to insure all Directors and officers of the Company against liabilities incurred in their
capacity as Director and Officer.
Energy Queensland Limited (the parent entity) indemnifies the Directors and Officers of the Company for all liabilities and
expenses incurred by the Directors and Officers, arising out of or in connection with their role as a Director or Officer, other
than: any liability or expense arising from conduct that was deliberately dishonest, deliberately fraudulent or not in good faith, a
liability owed to the Company, or any criminal or pecuniary penalty.
During or since the end of the financial year, the Company has not, except to the extent permitted by law, indemnified or agreed
to indemnify an officer or auditor of the company or any related body corporate against a liability incurred as such by an officer
or auditor.

Auditor’s independence declaration
The Auditor’s independence declaration is set out on page 5 and forms part of the Directors’ report for the period ended 30
June 2019.

Rounding
The amounts contained in this report and in the financial statements have been rounded to the nearest thousand dollars unless
otherwise stated (where rounding is applicable) under the option available to the company under ASIC Corporations Instrument
2016/191. The company is an entity to which the instrument applies.
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Ergon Energy Queensland Pty Ltd
Director’s Report

For the year ended 30 June 2019

Signed in accordance with a resolution of Directors made pursuant to s.298(2) of the Corporations Act 2001.

P Scott
Chairman
Brisbane
16th August 2019
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Ergon Energy Queensland Pty Ltd
Statement of profit or loss
For the year ended 30 June 2019

Statement of profit or loss
In thousands of dollars
Revenue
Other income
Network charges / electricity purchases
Solar photovoltaic feed in tariff
Materials and services
Depreciation, amortisation and impairments
Net impairment losses on financial assets
Finance costs
Environmental certificate compliance expenses
Other expenses

Note
2
2
3

6

Profit before income tax equivalent expense
Income tax equivalent expense

4

Profit after income tax equivalent expense

2019
2,166,013
14,253

2018
2,179,947
21,291

(1,499,416)
(124,302)
(64,683)
(10,265)
(20,842)
(685)
(125,322)
(20,014)

(1,472,841)
(119,593)
(66,914)
(6,419)
(18,393)
(781)
(122,966)
(17,809)

314,737

375,522

(94,281)

(112,344)

220,456

263,178

6
The statement of profit or loss is to be read in conjunction with the notes to the financial statements.
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Ergon Energy Queensland Pty Ltd
Statement of comprehensive income
For the year ended 30 June 2019

Statement of comprehensive income
In thousands of dollars

2019

2018

220,456

263,178

155,471

(180,920)

(46,641)

54,276

Revaluation of property, plant and equipment

-

2,839

Deferred income tax relating to revaluation of property, plant and
equipment

-

(852)

Other comprehensive income for the financial year, net of tax

108,830

(124,657)

Total comprehensive income

329,286

138,521

220,456

263,178

329,286

138,521

Note

Profit after income tax equivalent expense
Other comprehensive income
Items that may be reclassified to the profit or loss
Movement in cash flow hedge reserve
Deferred income tax relating to cash flow hedge reserve movement

13

Items that will not be reclassified to the profit or loss

Profit attributable to:
Shareholders of the Company
Total comprehensive income attributable to:
Shareholders of the Company

7
The statement of comprehensive income is to be read in conjunction with the notes to the financial statements.
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Ergon Energy Queensland Pty Ltd
Statement of financial position
For the year ended 30 June 2019

Statement of financial position
In thousands of dollars
CURRENT ASSETS

Note

2019

2018

Cash and cash equivalents

5

25,320

17,115

Trade and other receivables

6

881,364

1,015,032

Derivative financial assets

7

80,192

15,967

Other current assets

14

33,445

46,516

1,020,321

1,094,630

5,096

3,001

Total current assets
NON-CURRENT ASSETS
Property, plant and equipment
Intangible assets

15

34,207

37,950

Net deferred tax equivalent asset

16

-

53,599

Derivative financial assets

7

19,577

1,177

58,880

95,727

1,079,201

1,190,357

Total non-current assets
TOTAL ASSETS
CURRENT LIABILITIES
Trade and other payables

8

898,172

1,004,638

Interest bearing liabilities

9

13,675

15,415

133

140

Provisions
Derivative financial liabilities

10

1,637

56,882

Other current liabilities

17

47,685

63,406

961,302

1,140,481

543

47,353

2,677

2,523

5,849

-

9,069

49,876

TOTAL LIABILITIES

970,371

1,190,357

NET ASSETS

108,830

-

-

-

1,987

1,987

Hedging reserve

64,779

(44,051)

Retained earnings

42,064

42,064

108,830

-

Total current liabilities
NON-CURRENT LIABILITIES
Derivative financial liabilities

10

Provisions
Net deferred tax equivalent liability

16

Total non-current liabilities

EQUITY
Share capital
Asset revaluation reserve

TOTAL EQUITY

18

8

The statement of financial position is to be read in conjunction with the notes to the financial statements.
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Ergon Energy Queensland Pty Ltd
Statement of changes in equity
For the year ended 30 June 2019

Statement of changes in equity
In thousands of dollars

Share
capital
(Note 18)

Asset
Hedging
Revaluation
reserve
reserve

Retained
earnings

Total equity

Changes in equity for 2018
Balance at 1 July 2017

-

82,593

-

(44,461)

38,132

Dividends

-

-

-

(176,653)

(176,653)

Total comprehensive income for the financial year

-

(126,644)

1,987

263,178

138,521

Balance at 30 June 2018

-

(44,051)

1,987

42,064

-

Dividends

-

-

-

(220,456)

(220,456)

Total comprehensive income for the financial year

-

108,830

-

220,456

329,286

Balance at 30 June 2019

-

64,779

1,987

42,064

108,830

Changes in equity for 2019

9
The statement of changes in equity is to be read in conjunction with the notes to the financial statements.
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Ergon Energy Queensland Pty Ltd
Statement of cash flows
For the year ended 30 June 2019

Statement of cash flows
In thousands of dollars
Cash flows from operating activities

Note

2019

2018

2,491,749

1,816,148

507,993

618,293

(2,709,417)

(2,297,305)

Interest received

1,420

1,725

Interest paid

(685)

(781)

(95,846)

(6,853)

195,214

131,227

Payments for intangibles and property, plant and equipment

(8,616)

(19,265)

Net cash from investing activities

(8,616)

(19,265)

(1,740)

(1,791)

Dividends paid

(176,653)

(162,192)

Net cash from financing activities

(178,393)

(163,983)

8,205

(52,021)

17,115

69,136

25,320

17,115

Receipts from customers
Receipts for community service obligations
Payments to suppliers

Income tax equivalent payments
Net cash from operating activities

5

Cash flows from investing activities

Cash flows from financing activities
Repayment of repayable deposits

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the financial year
Cash and cash equivalents at the end of the financial year

5

The statement of cash flows is to be read in conjunction with the notes to the financial statements.
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Ergon Energy Queensland Pty Ltd
Notes to the financial statements
For the year ended 30 June 2019

SECTION 1: Basis of Preparation
Note 1: Basis of preparation
Ergon Energy Queensland Pty Ltd (the Company) is a proprietary company limited by shares and is a company domiciled in
Australia.
The Company’s registered office and its principal place of business are:
420 Flinders St
Townsville Queensland 4810
The Company is a for-profit entity.
The principal activity of the Company during the financial period was non-contestable electricity retailing in regional Queensland.
The financial statements were authorised for issue by the Directors on 16th August 2019. The Board members have the power to
amend and reissue the financial statements after issue.
Energy Queensland Limited is the parent entity of the Company.
(a) Statement of compliance
The financial statements are a general purpose financial report that have been prepared in accordance with Australian
Accounting Standards and Interpretations, requirements of the Corporations Act 2001, provisions of the Government Owned
Corporations Act 1993 (the Act), and provisions of the Corporations Regulations 2001, and other relevant legislation issued
pursuant to the Act.
(b) Basis of accounting
The financial statements are presented in Australian dollars. The amounts contained in the financial statements have been
rounded to the nearest thousand dollars unless otherwise stated (where rounding is applicable) under the option available to the
Company under ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191.
Historical cost convention
The financial statements are prepared on the historical cost basis, except for the valuation of certain financial assets and
liabilities at fair value.
(c) Changes in accounting policies
The Company has initially applied AASB 15 Revenue from Contracts with Customers (AASB 15) and AASB 9 Financial
Instruments (December 2014) (AASB 9) from 1 July 2018. Due to the transition methods chosen by the Company in applying
these standards, comparative information throughout these financial statements has not been restated to reflect the
requirements of the new standards. The effect of initially applying these standards is outlined below.
(i) AASB 15 Revenue from Contracts with Customers
AASB 15 establishes a comprehensive framework for determining whether, how much and when to recognise revenue arising
from an entity’s contracts with customers. It replaces AASB 118 Revenue and AASB 111 Construction Contracts (AASB 111)
and related interpretations. The core principle of AASB 15 is that an entity recognises revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange
for those goods or services. Determining the timing of the transfer of control – at a point in time or over time – requires
judgement.
The Company has elected to adopt AASB 15 by making an adjustment to opening retained earnings rather than restating
comparatives. However, the impact of adopting the standard was not material and no adjustment was made.
There were no changes to the revenue recognition policies for the major income streams of the Company, being retail energy
sales, metering services and other minor service contracts as a result of the requirements of the new standard.
Additional information about the Company’s accounting policies relating to revenue recognition is included in note 2.
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For the year ended 30 June 2019
(ii)

AASB 9 Financial Instruments

AASB 9 sets out requirements for recognising and measuring financial assets, financial liabilities and some contracts to buy or
sell non-financial items, and introduces the new expected credit loss model for calculating impairment. The December 2013
release of the standard was early adopted on 1 July 2014 as the hedge accounting requirements were more principle based and
allowed closer alignment between accounting and risk management practices. The recognition and measurement requirements
for financial assets and financial liabilities were also adopted at that time. The final version issued in December 2014 has
resulted in changes to the impairment requirements of financial assets.
As a result of the adoption of AASB 9 (December 2014), the Company has adopted consequential amendments to AASB 101
Presentation of Financial Statements which require impairment of financial assets to be presented in a separate line item in the
statement of profit or loss. Consequently, the Company reclassified impairment losses amounting to $20.842 million (2018:
$18.393 million) from ‘depreciation, amortisation and impairments’ to ‘net impairment losses on financial assets’ in the statement
of profit or loss.
Additionally, the Company has adopted consequential amendments to AASB 7 Financial Instruments: Disclosures which has
resulted in additional disclosures in relation to credit risk and expected credit losses in notes 6 and 11(a).
The new impairment model applies to the Company’s financial assets measured at amortised cost (trade receivables and
contract assets) and requires the recognition of impairment provisions based on expected credit losses rather than only incurred
credit losses as was the case under the previous standard. Measurement is based on the expected losses resulting from all
possible default events over the expected life of the financial instrument, with consideration of the credit risk of a financial asset
and the impact of changing economic factors.
The impact of the new credit loss model on the impairment loss allowance has not been material to the Company and no
adjustment to the 30 June 2018 provision was required.
Additional information about how the Company measures the allowance for impairment is described in notes 6 and 11(a).
(d) Application of new accounting standards and interpretations not yet adopted
The AASB has published new accounting standards and interpretations that are not mandatory for the 30 June 2019 reporting
period and none of these have been early adopted by the Company. The Company’s assessment of the impact of these
Standards and Interpretations on its financial report is outlined below.
(i)

AASB 16 Leases is effective for financial years commencing on or after 1 January 2019.

AASB 16 introduces a single lease accounting model which requires the recognition of all leasing arrangements on the
statement of financial position. The model requires a lessee to recognise a right-of-use asset representing its right to use the
underlying asset and a lease liability representing its obligation to make lease payments. There are recognition exemptions for
short-term leases and leases of low-value items. Lessor accounting remains similar to the current standard, i.e. lessors continue
to classify leases as finance or operating leases.
The new standard will have no impact on the Company as there are no lease arrangements in place.
No other standards or interpretations that are not yet effective are expected to have a material impact on the Company in the
current or future reporting periods and on foreseeable future transactions.
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SECTION 2: Profit or Loss Information
Note 2: Revenue and other income
The effect of initially applying AASB 15 on the Company’s revenue from contracts with customers is described in Note 1(c)(i).
Due to the transition method chosen in applying the new standard, comparative information has not been restated.
In thousands of dollars

2019

2018

2,111

1,987

2,124,843

2,137,030

39,059

40,930

2,166,013

2,179,947

10,954

28,857

Gain/(loss) on unwinding of inception value of designated hedges (Note 13(iii))

1,017

(13,593)

Cash flow hedge ineffectiveness gains (Note 13(iii))

2,184

5,868

98

159

14,253

21,291

(a) Revenue from contracts with customers
Sales revenue
Sales revenue – related party*
Sales revenue
Other revenue
Total revenue from contracts with customers
(b) Other income
Fair value gains on financial instruments at fair value through profit or loss

Fair value gains on energy certificates at fair value through profit or loss
Total other income

* As a result of a corporate restructure, this related party changed from being the parent entity to being a fellow controlled entity.
Performance obligations and revenue recognition policies
Revenue is measured at the fair value of the consideration received or receivable. Revenue recognised for electricity sales is the
aggregate of invoices raised, together with the estimated used but not yet invoiced energy consumption.
As the energy is simultaneously delivered and consumed by customers, the revenue is recognised over time in accordance with
the Company’s performance obligations under the contract. Payment terms on invoices to customers are usually 10 business
days and the recovery of these receivables is assessed through the impairment review of financial assets which applies the
expected credit loss model as described in note 6.
Critical accounting estimates and judgements
Unbilled energy sales
Sales revenue accrual estimates are made to account for the unbilled period between the customers last billed meter read and
the end of the reporting period. Unbilled energy sales are accrued monthly using historical billing data adjusted for seasonality.
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Note 3: Expenses
In thousands of dollars

2019

2018

607,436

604,673

Cost of sales – related party*

1,330,819

1,360,715

less Community service obligation

(438,839)

(492,547)

1,499,416

1,472,841

Profit before income tax equivalent expense includes the following specific expenses:
Network charges / electricity purchases
Cost of sales

* As a result of a corporate restructure, this related party changed from being the parent entity to being a fellow controlled entity.
Accounting policies
Expenses
Network charges / electricity purchases
Transmission use of system (TUOS) expenses, electricity purchases and other costs associated with the sale of electricity are
recognised as they are incurred.
Network charges are recognised on an accruals basis with the unbilled charges being based on an estimate of the usage of the
distribution network.
Electricity purchases are calculated on an accrual basis, recognising the amount of electricity consumed from the National
Electricity Market (NEM) multiplied by the relevant pool prices.
Community service obligations offset
Community service obligation (CSO) receipts are recognised as a contra expense against the transmission charges and
electricity purchases as part of the cost of sales. The Group is legally required to charge its retail customers in regional
Queensland at notified prices. As a consequence, the tariff revenue collected is below the cost of supplying electricity. A Deed
between the Group and the State of Queensland provides for CSO payments to be made by the State of Queensland to the
Group.
Critical accounting estimates and judgements
Unbilled network charges
Unbilled network charges are accrued monthly. The calculation uses purchases and billing volumes for the last four months, as
well as the calculated opening balance from four months prior to estimating the unbilled network charges.
Community Service Obligation
The CSO payments are made in return for compliance with commitment to state-wide uniform tariffs for franchise
customers. From 1 January 2018, Energy Queensland entered a fixed CSO agreement with the State. The compensation is a
fixed payment based on forecast revenue and matching costs from electricity sales to franchise customers of Energy
Queensland on the basis that Energy Queensland is assuming the risk, and any benefits, inherent in a fixed payment based on
forecast. In the prior year, the CSO was recognised in the accounts of Ergon Energy Queensland on a fixed basis. During the
year, the CSO is recognised on an actual consumed basis, with an intercompany receivable from Energy Queensland for that
amount. The parties are aiming for increased simplification and administrative ease in CSO compensation claims, payments
and reporting.
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Note 4: Taxation
In thousands of dollars

2019

2018

Current tax expense

81,266

95,637

Deferred tax expense

13,045

16,784

(30)

(77)

94,281

112,344

Decrease/(increase) in deferred tax assets

6,427

14,833

Increase/(decrease) in deferred tax liabilities

6,618

1,951

13,045

16,784

314,737

375,522

94,421

112,657

46

171

(156)

(407)

94,311

112,421

(30)

(77)

94,281

112,344

(a) Income tax equivalent expense

Under/(over) provision in prior year
Income tax equivalent expense
Deferred income tax expense included in income tax expense comprises:

Income tax expense attributable to profit from continuing operations
(b) Numerical reconciliation of income tax equivalent expense to prima facie
notional tax equivalents payable
Net profit before income tax equivalent expense
Prima facie income tax equivalent expense on operating profit at 30% (2018: 30%)
Increase in income tax equivalent expense:
Other
Decrease in income tax equivalent expense:
Other
Under/(over) provision in prior years
Income tax equivalent expense
Accounting policies for taxation are included in Note 16.
(c) Deferred Tax Recognised Directly in Equity

-

852

Hedge accounting of derivatives

46,641

(54,276)

Deferred tax recognised directly in equity

46,641

(53,424)

Revaluation of property, plant and equipment

Accounting policies for taxation are included at Note 16.
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Ergon Energy Queensland Pty Ltd
Notes to the financial statements
For the year ended 30 June 2019

SECTION 3: Financial assets and liabilities

Financial Assets
Note 5: Cash and cash equivalents
In thousands of dollars

2019

2018

Cash at bank and on hand

25,320

17,115

Total cash and cash equivalents

25,320

17,115

220,456

263,178

31,107

24,812

(8)

(113)

(14,155)

(21,132)

(98)

(159)

94,281

112,344

154,509

(531,430)

(1,884)

(7,937)

(285,844)

267,652

(15,956)

7,468

12,806

16,544

195,214

131,227

Reconciliation of profit/(loss) after income tax equivalent expense/(benefit) to
the net cash flows provided by operating activities
Profit/(loss) after income tax equivalent expense
Non-cash flows in profit from ordinary activities:
Depreciation, amortisation and impairments
Movement in provisions
Loss/(gain) on revaluation of financial instruments at fair value through profit or loss
Loss/(gain) on revaluation of energy certificates at fair value through profit or loss
Income tax equivalent expense
Changes in assets and liabilities
(Increase)/decrease in trade and other receivables
(Increase)/decrease in other assets
(Decrease)/increase in trade and other payables
(Decrease)/increase in other liabilities
(Decrease)/increase in deferred tax liability
Net cash flow provided by operating activities

Accounting policies
Cash and cash equivalents
Cash and cash equivalents comprise cash balances and investments in money market instruments. Carrying value
approximates fair value. They are highly liquid and have a maturity of three months or less at date of acquisition.
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Ergon Energy Queensland Pty Ltd
Notes to the financial statements
For the year ended 30 June 2019

Note 6: Trade and other receivables
In thousands of dollars

2019

2018

Trade receivables

137,564

213,935

Trade receivables – related parties1

579,406

618,285

Accrual for unread meters

174,223

183,436

Provision for impaired receivables

(23,465)

(23,129)

867,728

992,527

13,636

22,505

881,364

1,015,032

Current

Hedge and other receivables
Total current trade and other receivables
1

Refer to Note 11(e) for funding arrangements with the parent entity which assist with the Company’s short-term cash management and working
capital requirements.

The fair value of all receivables amounts is consistent with the carrying value.
(a) Impaired receivables
In thousands of dollars

2019

2019

2018

2018

Ageing of impaired receivables

Gross

Impaired

Gross

Impaired

Less than one month overdue

44,677

1,860

45,968

1,936

One to two months overdue

11,884

1,784

11,502

1,740

6,618

1,907

6,223

1,787

23,565

17,914

23,086

17,666

86,744

23,465

86,779

23,129

2019

2018

Carrying amount at the beginning of the financial year

23,129

21,922

Provision for impairment recognised during the financial year

20,842

18,393

(20,506)

(17,186)

23,465

23,129

Two to three months overdue
Over three months overdue

In thousands of dollars
Movements in the provision for impaired receivables are as follows:

Receivables written off during the financial year as uncollectible
Carrying amount at the end of the financial year

The recognition and reversal of the provision for impaired receivables are included in “Depreciation, amortisation and
impairments” in the statement of profit or loss. Amounts charged to the provision are generally written off when there is no
expectation of recovery.
(b) Past due but not impaired
As at 30 June 2019, no aged grouping of trade receivables were past due but not impaired (2018: Nil).
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Ergon Energy Queensland Pty Ltd
Notes to the financial statements
For the year ended 30 June 2019

Note 6: Trade and other receivables (Continued)
Accounting policies
Trade and other receivables
Trade and other receivables
Trade and other receivables are recognised initially at fair value and are subsequently measured at amortised cost using the
effective interest rate method, less an allowance for impairment.
The new impairment model prescribed by AASB 9 Financial Instruments applies to the Company’s trade receivables and
contract assets as these are measured at amortised cost. The impairment provision is based on expected credit losses resulting
from all possible default events over the expected life of the financial instrument, with consideration of the credit risk of a
financial asset and the impact of changing economic factors.
A provision for impairment is established when there is objective evidence that the Company will not be able to collect all
amounts due. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial
reorganisation and default or delinquency in payments are considered indicators that the trade receivable is impaired. The
recoverable amount is discounted at the effective interest rate. Cash flows relating to short-term receivables are not discounted if
the effect of the discounting is immaterial.
The impairment percentages applied have been determined based on historical experience, then re-assessed with regard to
current conditions and reasonable forecasts of future events and economic conditions. The additional analysis to consider future
events and economic conditions which impact retail customers includes unemployment levels in Queensland, tariff changes and
regulatory intervention, as well as internal process changes such as the increased use of debt collection agencies.
Further disclosures in relation to credit risk are provided in note 11(a).
Unread meters
Unbilled energy sales are accrued monthly using historical billing data to create a seasonally adjusted daily profile for each
customer. This is then used to calculate the estimated energy usage to the end of the accrual month. Unbilled electricity revenue
is not collectible until such time as customers’ meters are read and bills rendered.
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Note 7: Derivative financial assets
In thousands of dollars

2019

2018

2,105

4,847

-

448

Derivative financial instruments – electricity hedges

78,087

10,672

Total current financial assets

80,192

15,967

-

1,177

Derivative financial instruments – electricity hedges

19,577

-

Total non-current financial assets

19,577

1,177

Current
At fair value through profit or loss
Derivative financial instruments – electricity hedges
Power purchase agreements
Designated as cash flow hedges

Non-Current
At fair value through profit or loss
Derivative financial instruments – electricity hedges
Designated as cash flow hedges

Changes in the fair values of financial instruments at fair value through profit or loss are recorded in other income or other
expense in the statement of profit or loss. Accounting policies and critical accounting estimates and assumptions for financial
instruments and hedge accounting are disclosed in Notes 12 and 13.
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Financial Liabilities
Note 8: Trade and other payables
In thousands of dollars

2019

2018

40,636

46,287

Trade payables – related party*

550,480

697,995

Dividends payable

220,456

176,653

86,600

83,703

898,172

1,004,638

Current
Trade payables

Hedge and other payables
Total current payables

* As a result of a corporate restructure, this related party changed from being the parent entity to being a fellow controlled entity.
Accounting policies
Trade and other payables
Trade and other payables are recognised initially at fair value of the legal obligation to pay cash and subsequently at amortised
cost. Trade payables include an amount payable to Ergon Energy Corporation Limited for monthly network charges. The network
charges are settled by the Company approximately the 21st day of the following month. No interest is charged on outstanding
invoices for network charges. The Company has financial risk management policies in place to ensure that all payables are paid
within the pre-agreed credit terms.
A liability for dividends payable is recognised in the financial year in which the dividend is declared. The Board declared a final
dividend equal to 100% of the Company’s profit after income tax equivalent expense, up to the amount of net assets in the
Company. As a result, a dividend of $220.456 million has been recognised in the financial statements. This dividend is payable
on 30 November 2019. A final dividend of $176.653 million was declared during the 2018 financial year and paid on 30
November 2018.

Note 9: Interest bearing liabilities
In thousands of dollars

2019

2018

Customer security deposits

13,675

15,415

Total current interest bearing liabilities

13,675

15,415

Current
Unsecured liabilities

Reconciliation of movements of liabilities to cash flows arising from financing activities:
Financing
In thousands of dollars
2019
cash flows(1)
Customer security deposits
In thousands of dollars
Customer security deposits

13,675

(1,740)

Non-cash
changes

2018

-

15,415

2018
15,415

2017
(1,791)

-

17,206

(1) The cash flows make up the net amount of proceeds from borrowings and repayments of borrowings in the statement of cash flows.

Accounting policies
Customer security deposits
Customer security deposits are recognised initially at fair value of the legal obligation to pay cash and subsequently at amortised
cost. Customer security deposits include security deposits received by the Company in relation to electricity supply to certain
customers. Interest is calculated daily on the deposits and is credited to the customers’ accounts every 90 days. Security
deposits plus capitalised interest are refunded to customers after qualifying conditions are met or when the account is finalised.
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Note 10: Derivative financial liabilities
In thousands of dollars

2019

2018

1,301

6,678

336

50,204

1,637

56,882

-

268

Derivative Financial Instruments - electricity hedges

543

47,085

Total non-current financial liabilities

543

47,353

Current
At fair value through profit or loss
Derivative Financial Instruments - electricity hedges
Designated as cash flow hedges
Derivative Financial Instruments - electricity hedges
Total current financial liabilities
Non-Current
At fair value through profit or loss
Derivative Financial Instruments - electricity hedges
Designated as cash flow hedges

Changes in fair values of financial liabilities at fair value through profit or loss are recorded in other income or other expenses in
the statement of profit or loss. Accounting policies and critical estimates and judgements for financial instruments and hedge
accounting are disclosed in Notes 12 and 13.

Financial risk factors additional disclosures
Note 11: Financial risk management
The Company has policies and procedures in place to manage the financial risks associated with its operating activities.
Exposure to credit, interest rate, price, liquidity and currency risks arises in the normal course of the Company's business.
Derivative financial instruments are used to manage exposure to fluctuations in electricity prices.
The financial risks faced by the Company are managed in accordance with the Energy Queensland Treasury Policy.
(a) Credit risk
Credit risk arises from the potential failure of counterparties to meet their obligations under the respective contracts at or before
maturity.
The Company manages its credit risks by maintaining appropriate credit review processes. The concentration of credit risk to
retail customers is minimised due to transactions being with a large number of retail customers and limiting credit to any
individual customer.
Where it’s appropriate, collateral in the form of a cash deposit is obtained from customers as a means of mitigating the risk of
financial loss from defaults. At the end of the financial year, the Company held collateral of $13.675 million (2018: $15.415
million). Refer Note 9.
The Company manages its credit settlement risk associated with electricity market hedging by following the Credit Risk
Management guidelines in the Energy Commodity Risk Management Policy and Manual. Credit settlement risk is managed by
maintaining approved counterparty credit limits. The values of counterparty credit limits are determined by reference to each
counterparty’s credit rating, as determined by a recognised credit rating agency or, if the counterparty does not have a credit
rating, by reference to the results of a detailed credit analysis. Where considered appropriate, the Company requires
counterparties to provide appropriate letters of credit or bank guarantees. Bank guarantees of $1.598 million were held as at 30
June 2019 (30 June 2018: nil).
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Note 11: Financial risk management (Continued)
The Company trades with wholesale counterparties, principally large banks and other electricity corporations. In order to meet
its liabilities under the Renewable Energy Target Scheme and the Small Scale Renewable Energy Scheme, the Company also
trades with non-wholesale market entities.
At the balance date, there were no significant concentrations of credit risk other than those disclosed below. The maximum
exposure to credit risk is represented by the carrying amount of each financial asset, including derivative financial instruments, in
the statement of financial position.
Concentrations of credit risk that arise from derivative instruments exist for groups of counterparties when they have similar
economic characteristics that would cause their ability to meet contractual obligations to be similarly affected by changes in
economic or other conditions. Concentrations of credit risk on electricity derivatives are indicated in the following table by
percentage of the total estimated – worst case future loss from counterparties in the specified categories:
Counterparty classification

2019

2018

Queensland Government-owned electricity entities

86%

86%

Entities with a credit rating AA*

11%

5%

Entities with a credit rating A*

0%

1%

Entities with a credit rating BBB*

0%

1%

Other entities

3%

7%

*Standard & Poor’s or equivalent

The above credit risk exposure does not take into account the value of any collateral or security. Receivables due from major
counterparties are monitored regularly.
(b) Interest rate risk
Floating interest rate borrowings expose the Company to interest rate cash flow risk.
The Company has access to same day funds through short term borrowings from the parent company via the EQL Group’s
Treasury Management Agreement.
In accordance with the EQL Group Treasury policy no interest is charged on monies shared between the EQL Group entities that
are captured by the Treasury Management Agreement. Refer to note 11(e) for more on the Treasury Management Agreement.
All inter-company cash management arrangements are governed by the Treasury Management Agreement as a result of the
intercompany cash management facility being terminated on 1 March 2017.
Other liabilities exposing the Company to interest rate risk include the repayable deposits (floating interest rate exposure).
Sensitivity Analysis
At 30 June 2019, if interest rates had been 100 basis points higher or lower and all other variables were held constant, the
Company’s net profit and equity would increase or decrease by $0.116 million (2018: $0.002 million).
The following table indicates the effective interest rates on the Company's financial assets and liabilities at the end of the
reporting period:
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Note 11: Financial risk management (Continued)

Note

Weighted
average
interest rate
%

Floating
interest rate
$’000

2019
Financial assets
Cash and cash equivalents

5

25,320

1.98

9

13,675

2.31

5

17,115

2.00

9

15,415

2.31

Financial liabilities
Customer security deposits
2018
Financial assets
Cash and cash equivalents
Financial liabilities
Customer security deposits
(c) Price risk
Electricity
Electricity price risk is the risk of an adverse financial outcome resulting from a change in the price of electricity in the NEM. This
can be a change in the electricity pool price or a change in the forward price of electricity. Exposures mainly arise from positions
in wholesale contracts (electricity derivatives), franchise load or power purchase agreements (PPAs). Wholesale contracts
relating to franchise load are generally dealt over a period of less than three years. PPAs are measured up to the end of the
contract.
To manage retail price risk, the Company has established an Energy Commodity Risk Management Policy which is implemented
through the Energy Commodity Risk Management Manual. The policy provides a framework for managing risks arising from the
energy purchasing activities of the Company. The manual includes a market price risk exposure limit framework, monitoring and
reporting requirements and review requirements.
The Company uses derivative financial instruments to manage its electricity price risk, consumer variable volume risk and cash
flow risk as well as hedge exposure to pool price fluctuations and against anticipated electricity purchases. The hedge contracts
are designated against the forecast mass-market electricity load. The electricity derivative portfolio consists predominantly of
swaps, caps and option contract types. Caps and option contracts are valued at fair value through profit or loss. Hedge
accounting is employed for swaps with unrealised gains and losses recognised in other comprehensive income and hedge
ineffectiveness recognised in the profit or loss. Refer to Note 13 for further information regarding the application of hedge
accounting.
Sensitivity Analysis
The following table details the Company’s sensitivity to a 20% (2018: 20%) increase and decrease in the electricity forward price
with all other variables held constant. Analysis of underlying forward price volatility is used as an indicator of potential forward
price movement. Under the assumption that there will be no events causing significant step changes in the market such as the
announcement of major plant closures, Management have determined that 20% is considered a reasonably possible price
movement.
In thousands of dollars

2019

2018

2019

2018

Electricity forward prices:

+ 20%

+ 20%

- 20%

- 20%

Profit / (loss) before tax

10,008

6,024

(11,607)

(1,015)

Hedging reserve

157,642

165,265

(156,043)

(165,285)

Equity

167,650

171,289

(167,650)

(166,300)

23
23

Ergon Energy Queensland Pty Ltd
Notes to the financial statements
For the year ended 30 June 2019

Note 11: Financial risk management (Continued)
(c) Price risk (continued)
Large-scale generation certificates (LGC)
LGC price risk is the risk of an adverse outcome resulting from a change in the current or forward price of LGCs.
The company holds LGCs to meet its annual compliance obligations under the Renewable Energy (Electricity) Act 2000 and
National Green Power Accreditation Program. A separate portfolio of LGCs is held for trading purposes.
LGCs held for compliance purposes are carried at lower of cost or net realisable value whilst LGCs held for trading are carried at
fair value. The LGC compliance obligation liability is carried at lower of cost or net realisable value with shortfalls recognised at
market price as a proxy for cost.
LGC entitlements under PPAs entered into for trading purposes are carried at fair value. All other LGC entitlements under PPAs
are held in the compliance portfolio and carried at cost or net realisable value.
Price and volume risk is managed under the Energy Commodity Risk Management Policy and Manual referred to above.
Sensitivity Analysis
The following table details the Company’s sensitivity to a 20% (2018: 20%) increase and decrease in price of LGCs with all other
variables held constant.
In thousands of dollars

2019

2018

2019

2018

+ 20%

+ 20%

- 20%

- 20%

Profit / (loss) before tax

-

98

-

(98)

Equity

-

98

-

(98)

LGCs

Small-scale technology certificates (STC)
STC price risk is the risk of an adverse outcome resulting from a change in the current or forward price of STCs.
The company holds STCs to meet its annual compliance obligations under the Renewable Energy (Electricity) Act 2000. All
STC’s are held in a trading portfolio and can be used for compliance or trading purposes. STCs held for compliance or for
trading are carried at fair value. The STC compliance obligation liability is carried at fair value.
Price and volume risk is managed under the Energy Commodity Risk Management Policy and Manual referred to above.
Sensitivity Analysis
The following table details the Company’s sensitivity to a 7% increase and a 20% decrease (2018: 7% increase and a 20%
decrease) in price of STCs with all other variables held constant.
In thousands of dollars

2019

2018

2019

2018

+ 7%*

+ 7%*

- 20%

- 20%

Profit / (loss) before tax

508

368

(1,231)

(1,398)

Equity

508

368

(1,231)

(1,398)

STCs

* The sensitivity increase of 7% (2018: 7%) for the upper limit aligns to the Government cap on STCs of $40 (2018: $40).

(d) Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. Prudent liquidity risk
management implies maintaining sufficient cash and marketable securities, the availability of funding through an adequate
amount of committed credit facilities and the ability to close-out market positions. A Treasury Management Agreement is in
place with the parent entity which enables the sharing of monies between EQL Group entities and access to a $700.000 million
(2018: $700.000 million) Working Capital Facility held with QTC.
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Note 11: Financial risk management (Continued)
(d) Liquidity risk (continued)
The Queensland Treasury Corporation (QTC) is the approved Eligible Provider for the purposes of the Company’s Australian
Financial Services Licence and required to provide funding on written demand when requested by the Company pursuant to an
approved Eligible Undertaking. The QTC has provided an eligible undertaking for $300 million.
Where the Company enters into contracts external to the regulated market, such contracts are transacted within the terms of the
Energy Commodity Risk Management Policy and Manual which provides a framework for monitoring and limiting exposures.
Liquidity risk may potentially arise in the advent of unexpected high market volatility and may result in a large margin call being
required for settlement.
The tables below disclose the Company’s financial liabilities, including derivative financial instruments, into relevant maturity
groupings based on the remaining period at the reporting date to the contractual maturity date. The amounts disclosed in the
table are contractual, undiscounted cash flows. For options contracts, the undiscounted cash flow represents the future
premium payable. The maturities of derivative financial instruments are calculated on the basis that derivatives will be settled on
a gross basis.

Less than 1 year

1 to 5 years

Over 5 years

Total
contractual
cashflows

Carrying
amount

3,734

599

-

4,333

2,180

Trade and Other Payables

898,172

-

-

898,172

898,172

Customer security deposits

13,675

-

-

13,675

13,675

915,581

599

-

916,180

914,027

39,134

69,957

-

109,091

104,236

1,004,638

-

-

1,004,638

1,004,638

15,415

-

-

15,415

15,415

1,059,187

69,957

-

1,129,144

1,124,289

In thousands of dollars
At 30 June 2019
Financial liabilities
Electricity hedges

Total financial liabilities

At 30 June 2018
Financial liabilities
Electricity hedges
Trade and Other Payables
Customer security deposits
Total financial liabilities

(e) Capital management
The Company manages its capital to ensure that it will be able to continue as a going concern. The capital structure of the
Company consists of equity, comprising issued capital and retained earnings. The Company has access to same day funds
through short term borrowings from the parent company via the group’s Treasury Management Agreement.
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Note 11: Financial risk management (Continued)
(e) Capital management (continued)
Pursuant to the Treasury Management Agreement, the parent company is responsible for providing central treasury
management services for the EQL Group, including the administration of the debt and cash management facilities with the
Queensland Treasury Corporation. This agreement enables the sharing of monies between EQL Group entities.
The parent entity has a working capital facility in place for $700.000 million (2018: $700.000 million) with QTC plus access to
additional short and long term borrowings with QTC via the State Borrowing Program operated by the Queensland Government.
Operating cash flows are used to make the routine outflows of operating expenditure and dividends. Funding via the Treasury
Management Agreement is available from the parent entity to meet the Company’s short-term cash management and working
capital requirements.

Note 12: Fair values of financial assets and liabilities
The fair value of a financial asset or a financial liability is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.
a) Fair value measurements
The Company requires disclosure of fair value measurements by level of the following fair value measurement hierarchy:
(i) Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);
(ii) Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (as
prices) or indirectly (derived from prices) (level 2), and
(iii) Inputs for the asset or liability that are not based on observable market data (unobservable inputs) (level 3).
The following table presents the Company’s assets and liabilities measured and recognised at fair value.
In thousands of dollars
2019
Assets
Electricity hedges
Large-scale generation certificates held for trading
Small-scale technology certificates held for trading
Power purchase agreements held for trading
Liabilities
Electricity hedges
2018
Assets
Electricity hedges
Large-scale generation certificates held for trading
Small-scale technology certificates held for trading
Power purchase agreements held for trading
Liabilities
Electricity hedges

Level 1

Level 2

Level 3

Total

24,146
24,146

75,622
8,734
20,527
104,883

-

99,768
8,734
20,527
129,029

1,100
1,100

1,080
1,080

-

2,180
2,180

148
148

16,549
13,678
14,068
44,295

448
448

16,697
13,678
14,068
448
44,891

26,812
26,812

77,424
77,424

-

104,236
104,236

26
26

Ergon Energy Queensland Pty Ltd
Notes to the financial statements
For the year ended 30 June 2019

Note 12: Fair values of financial assets and liabilities (continued)
b) Reconciliation of Level 3 fair value measurements
The following table presents the movements reconciliation of the Company’s assets and liabilities in Level 3 of its fair value
measurements hierarchy:
In thousands of dollars

Power purchase
agreements held
for trading

Total

448
(448)
-

448
(448)
-

-

-

-

-

-

-

1,857
(1,387)
(22)

1,857
(1,387)
(22)

448

448

-

-

-

-

2019
Assets
Opening balance
Settlements
Unrealised gains/(losses) recognised in statement of profit or loss*
Closing balance
Liabilities
Opening balance
Settlements
Unrealised gains/(losses) recognised in statement of profit or loss*
Closing balance
2018
Assets
Opening balance
Settlements
Unrealised gains/(losses) recognised in statement of profit or loss*
Closing balance
Liabilities
Opening balance
Unrealised gains/(losses) recognised in statement of profit or loss*
Settlements
Closing balance
* this is recognised in the Network charges/electricity purchases line in the statement of profit or loss

c) Transfers between level 2 and 3 and changes in valuation techniques
Transfers between hierarchy levels are expected to occur when there is a change in the observability of a pricing input, or a
change in valuation technique. During 2019 there were no transfers of electricity derivatives between level 2 and level 3 (2018:
nil transfers).
d) Valuation policies and procedures
The Company has an established control framework with respect to the measurement of fair values. The Retail Commercial
Services team has the overall responsibility for overseeing all financial asset and liability fair value measurements, including
level 3 fair values, and reports directly to the Executive General Manager Retail. Contracts are valued using a combination of
data sources including current trades executed by the Company, the Sydney Futures Exchange (SFE), ICAP Plc (ICAP), TFS
Australia Pty Ltd (TFS) and other market intelligence. The Company trades frequently in these instruments and has sufficient
market information to reliably measure the value of these contracts in accordance with the requirements of Australian Accounting
Standards
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Note 12: Fair values of financial assets and liabilities (continued)
(i) Methods and assumptions used in determining fair value of financial assets and liabilities
The Company currently has four different classes of financial instruments that are measured at fair value these being: swaps,
options, LGCs and STCs.

Type

Methods and assumptions

Swaps

Over the counter swaps are valued using broker quoted forward curves. Where positions are
held in periods beyond the curve, the curve is extended accordingly (refer Note 12(d)ii).
Exchange traded swaps are valued using the Exchange quoted prices.

Caps

$300 Exchange traded caps are valued using the Exchange quoted prices.
Over the counter $300 caps are valued using a mean reversion jump diffusion model
incorporating historical pool price outcomes and broker provided cap curves. Where positions
are held in periods beyond the curve, the curve is extended accordingly (refer Note 12(d)ii).

Swaptions

Over-The-Counter swaptions are valued applying a Black Scholes 76 methodology
incorporating broker quoted forward curves. Volatility is calculated based on market implied
volatility.
Exchange traded swaptions are valued applying the fair value on the exchange.

Large-scale
generation certificates

LGC positions which are held for trading are valued using a curve derived from externally
sourced broker quotes. Where positions are held in periods beyond the curve, the curve is
extended accordingly.

(LGCs)
Small-scale
technology certificates
(STCs)

STC positions which are held for trading are valued using a curve derived from externally
sourced broker quotes. Where positions are held in periods beyond the curve, the curve is
extended accordingly.

(ii) Fair value valuation techniques and significant unobservable inputs
The following table shows the valuation techniques used in measuring Level 2 and Level 3 fair values, as well as the significant
unobservable inputs used.
Type

Valuation technique

Electricity hedges

The curve is sourced through
broker quoted forward curves.
The curve is extended for the
periods beyond the observable
quoted pricing period by using
CPI escalation.

Significant
unobservable inputs
CPI escalation of
forward curves
beyond observable
quoted pricing period.

Inter-relationship between
significant unobservable inputs
and fair value measurement
The higher the CPI adjustment the
higher the fair value of the
instrument.

(iii) Master netting or similar agreements
The Company enters into derivative transactions under International Swaps and Derivatives Association (ISDA) master netting
agreements. In general, under such agreements the amounts owed by each counterparty on a single day in respect of all
transactions outstanding in the same currency are aggregated into a single net amount that is payable by one party to the other.
In certain circumstances, e.g. when a credit event such as a default occurs, all outstanding transactions under the agreement
are terminated, the termination value is assessed and only a single net amount is payable in settlement of all transactions.
The ISDA agreements do not meet the criteria for offsetting in the statement of financial position. This is because the Company
does not have an enforceable right to offset recognised amounts, because the right to offset is enforceable only on the
occurrence of future events such as default or other credit events.
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Note 12: Fair values of financial assets and liabilities (continued)
The following table sets out the carrying amounts of recognised financial instruments that are subject to the above agreements.
In thousands of dollars

Gross amounts of
financial instruments in
the statement of financial
position

Related financial
instruments that
are not offset

Net amount

2019
Financial assets
Electricity Hedges

99,769

(2,180)

97,589

(2,180)

2,180

-

17,154

(16,706)

448

(104,363)

16,706

(87,657)

Financial liabilities
Electricity Hedges
2018
Financial assets
Electricity Hedges
Financial liabilities
Electricity Hedges

Accounting policies
Financial instruments
Financial Instruments held or issued for hedging franchise load are classified as derivative financial instruments and are
recognised at fair value at the date that a derivative contract is entered into (trade date) and is subsequently measured at fair
value at each reporting date. A positive revaluation amount is reported as an asset and a negative revaluation amount is
reported as a liability. The resulting gain or loss is recognised in the statement of profit or loss immediately, with the exception of
cash flow hedges designated for hedge accounting where unrealised gains and losses are deferred in the cash flow hedge
reserve. Any ineffective portion of hedge accounted instruments is recognised directly in the statement of profit or loss. Refer to
note 13 for further information on hedge accounting disclosures and accounting policies.
Critical accounting estimates and judgements
Electricity financial instruments measured at fair value
The Company enters into electricity financial instruments and determines the fair value of these instruments, which includes
swaps and options (including caps and swaptions) using market based valuation methods. It takes into account the conditions
existing at balance date and has used its judgement in the following areas:
•
•
•

future price and volume estimation using in-house and off-the-shelf valuation models;
discounting to the present value for the time value of money; and
option volatility.
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Note 13: Hedge accounting
Cash flow hedges
Cash flow hedges are used by the Company to hedge the energy commodity risk arising through its retail operations.
The Company undertakes derivative transactions to hedge the price of electricity it purchases over a three-year period within a
set of Gross Margin at Risk limits. The Company principally uses energy swaps, options (including caps and swaptions) to
protect against price and volume fluctuations. Hedge accounting is employed only for swap contracts. These derivative
instruments may meet the requirements for hedge accounting. The eligible hedge contracts are valued at fair value and the
resultant gains or losses that effectively hedge the designated risk exposures are deferred within the cash flow hedge reserve.
Any hedge ineffectiveness on designated contracts or fair value movements on hedge contracts not designated for hedge
accounting are recognised in the statement of profit or loss. Changes in hedge effectiveness are predominantly driven by
changes in energy load forecasts.
The inherent variability in the volume of electricity purchased by customers and dispatched from generators means that actual
purchase requirements and sales volume can vary from the forecasts. The forecasts are updated for significant changes in
underlying conditions and where this leads to a reduction in the forecast below the aggregate notional volume of hedge
instruments in the relevant periods impacted, the affected hedging instruments are de-designated and the accumulated gain or
loss which has been recognised in the hedge reserve is recognised directly in the statement of profit or loss as the underlying
forecast purchase or sale transactions are no longer expected to occur.
During the year ended 30 June 2019, $0.130 million hedge gains (2018: $0.588 million losses) were reclassified to the statement
of profit or loss due to the hedges no longer being designated as hedging instruments and the underlying forecast transaction no
longer being highly probable to occur as originally forecast.
Where an effective hedging instrument is closed out and the underlying forecast transaction remains highly probable to occur as
originally forecast, the hedge contract is de-designated and any accumulated gain or loss which has been recognised in the
hedge reserve is deferred to the reserve. As at year ended 30 June 2019, $5.732 million losses (2018: $18.465 million gains)
remain in cash flow hedge reserve due to de-designation and all underlying forecast transactions remain highly probable to
occur.
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Note 13: Hedge Accounting (continued)
Gains and losses recognised in the hedge reserve in the statement of comprehensive income on electricity derivatives at the end
of the reporting period will be released to the profit or loss in the period in which the underlying purchase or sale transactions are
recognised.
(i)

Nominal amount of electricity hedges outstanding

As at 30 June 2019, the average notional amount of electricity hedges outstanding over the next 3 years from FY 2020 to FY
2022 is approximately 3 TWh (Terawatt hours) at contracted prices ranging between $48 and $94 per MWh (2018: average
notional amount outstanding over 3 years from FY 2019 to FY 2021 of 4 TWh at contracted prices ranging between $56 and
$117 per MWh).
(ii) Fair value of financial instruments designated as hedging instruments
The following table sets out the fair value of electricity hedges which meet the criteria for hedge accounting. The accounting
policies applied to the valuation of electricity derivatives is outlined below:

In thousands of dollars

Note

2019

2018

Financial Assets: Cash flow hedges - electricity derivatives

7

97,664

10,672

Financial Liabilities: Cash flow hedges – electricity derivatives

10

(879)

(97,289)

(iii) The impact of hedging instruments designated in hedge relationships is as follows:

In thousands of dollars

2019

2018

Statement of profit or loss:
Gains/(losses) on unwinding of inception value of designated hedges

2,184

(13,593)

Cash flow hedge ineffectiveness gains/(losses) recognised in other income

1,017

5,869

Opening balance

(62,931)

117,991

The effective portion recognised in CFHR (pre-tax)

158,604

(22,668)

Transfer from CFHR to electricity purchases

(3,133)

(158,254)

Closing balance (pre-tax)

92,540

(62,931)

Statement of comprehensive income:
Cash flow hedge reserve (CFHR)

(iv) The table below outlines the impact of applying hedge accounting for the electricity hedges:
In thousands of dollars

2019

2018

Electricity Price Risk:
Changes in value of hedge instrument

99,513

(81,173)

Changes in value of hedge item
Cash flow hedge reserve

98,445
92,540

(81,497)
(62,930)
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Note 13: Hedge Accounting (continued)
Accounting policies
Derivative financial instruments and hedge accounting
Derivatives are initially recognised at fair value on the date they are entered into and are subsequently remeasured at their fair
value. The method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged. The Company designates certain derivatives as hedges of a particular
cash flow risk associated with a recognised asset, liability or highly probable forecast transaction.
The Company documents at the inception of the transaction the relationship between hedging instruments and hedged items, as
well as its risk management objective and strategy for undertaking various hedge transactions. The Company also documents its
assessment both at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions
are highly effective in offsetting changes in fair values or cash flows of hedged items.
The fair values of various derivative instruments used for hedging purposes are disclosed in Note 12. Movements of the hedging
reserve in shareholders’ equity are shown in the statement of other comprehensive income. The fair values of hedging
derivatives are classified as current or non-current based on timing except for exchange traded derivatives which are classified
as current.
Cash flow hedges
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are
recognised in equity. The gain or loss relating to the ineffective portion is recognised immediately in the statement of profit or
loss. Amounts accumulated in equity are transferred to the statement of profit or loss in the periods when the hedged item
affects profit or loss.
When a hedging instrument expires or is sold, or when a hedge no longer meets the eligible criteria for hedge accounting, hedge
accounting is discontinued and any changes in the instrument’s fair value which have been deferred to the cash flow hedge
reserve (CFHR) is immediately transferred to the statement of profit or loss if the underlying forecast transaction is not expected
to occur. In the event that a hedging position is closed out or sold and the underlying forecast transaction is still expected to
occur, any fair value movement deferred to the CFHR will remain in the reserve and will be transferred to the statement of profit
and loss when the forecast transaction ultimately occurs.
An ineligible hedge may arise where the derivative financial instrument is hedging more than the forecast load. As such there is
no relationship between the hedging instrument and the hedged item for hedge accounting purposes. In this instance, the
movement in the derivative instrument relating to the excess portion of forecast load is fair valued through profit and loss. If the
forecast for load subsequently increases such that the derivative instrument becomes hedged against the forecast load, then the
instrument will be designated as an eligible hedge for hedge accounting purposes from that point and any subsequent
movement in the fair value will be taken to the CFHR. Any fair value movement that has been recognised in the statement of
profit or loss up to the date of designation (referred to as the inception value) remains in the profit and loss and will unwind from
the statement of profit and loss as the instrument matures.
Certain derivative financial instruments do not qualify for hedge accounting, despite being valid economic hedges of the relevant
risk. Changes in the fair value of derivative financial instruments that do not qualify for hedge accounting are recognised
immediately in the statement of profit or loss.
Refer to Note 7 and Note 12 for additional information in relation to accounting policies for financial instruments.
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SECTION 4: Operating assets and liabilities
Other operating assets
Note 14: Other assets
In thousands of dollars

2019

2018

10,891
22,554

18,771
27,745

33,445

46,516

Current
Energy certificates – at cost
Energy certificates – at fair value
Total current other assets
Accounting Policies
Energy certificates
Renewable energy certificates are classified into two certificate types, LGCs and STCs.
LGCs held for trading purposes are measured at fair value at the end of the financial year, adjusted for known market forces with
changes in fair value recognised in the statement of profit or loss. LGCs are valued using a combination of data sources
including trades executed by the Company, ICAP, TFS and other market intelligence. The Company has sufficient market
information to reliably measure the value of these certificates in accordance with the requirements of Australian Accounting
Standards.
LGCs used solely to satisfy retail sales commitments and surrender obligations are measured at cost.
STCs are measured at fair value at the end of the financial year, with changes in fair value recognised in the statement of profit
or loss. STCs are valued at the market price on the measurement date.
Critical accounting estimates and assumptions
Energy certificates
Like financial instruments measured at fair value, energy certificates held for trading are measured at fair value. The Company
determines the fair value of these certificates using market based valuation methods as outlined in Note 12. The Company
takes into account the conditions existing at balance date and uses its judgement in determining the fair value.
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Note 15: Intangible assets
In thousands of dollars
Software - at cost
Less: accumulated amortisation and impairment
Other Intangibles - at cost
Less: accumulated amortisation and impairment
Work in progress – at cost
Total intangible assets

2019

2018

31,415
(9,639)

27,025
(3,592)

21,776

23,433

21,482
(14,081)

21,482
(10,385)

7,401

11,097

5,030

3,420

34,207

37,950

Reconciliations of the carrying amounts for each class of intangible assets are set out below:
Year ended 30 June 2019

Gross carrying amount at start of financial year
Accumulated amortisation at start of financial year
Carrying amount at start of financial year
Additions
Transfer from work in progress
Transfers to property, plant and equipment
Amortisation expense
Carrying amount at end of financial year

Year ended 30 June 2018

Gross carrying amount at start of financial year
Accumulated amortisation at start of financial year
Carrying amount at start of financial year
Additions
Transfer from work in progress
Transfers to property, plant and equipment
Amortisation expense
Carrying amount at end of financial year

Software
$000

Other
Intangibles
$000

Work in
progress
$000

Totals
$000

27,025
(3,592)
23,433
4,389
(6,046)
21,776

21,482
(10,385)
11,097
(3,696)
7,401

3,420
3,420
5,999
(4,389)
5,030

51,927
(13,977)
37,950
5,999
(9,742)
34,207

Software
$000

Other
Intangibles
$000

Work in
progress
$000

Totals
$000

687
(687)
26,338
(2,905)
23,433

18,488
(3,695)
14,793
2,993
(6,689)
11,097

12,535
12,535
17,222
(29,331)
2,994
3,420

31,710
(4,382)
27,328
17,222
2,994
(9,594)
37,950

Accounting policies
Intangible assets
Internally generated assets including software, expenditure on research and development
Internally generated intangible assets are measured at historical cost less accumulated amortisation and accumulated
impairment losses.
Expenditure on research activities, undertaken with the prospect of gaining new technical knowledge or understanding, is
recognised in the statement of profit or loss when incurred.
Expenditure on development activities, whereby research findings are applied to a plan or design for the production of a new or
substantially improved product and process, is capitalised if the product or process is technically and commercially feasible, the
Company has sufficient resources to complete development and it can measure reliably the expenditure attributable to the
intangible asset during its development.
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Note 15: Intangible assets (continued)
Accounting policies (continued)
Amortisation
The cost of an intangible asset is amortised on a straight-line basis over the estimated useful life of the asset. The estimated
useful lives vary from 3 to 5 years.
Impairment of assets
All assets which are depreciated or amortised are reviewed for events or changes in circumstances that may indicate that the
carrying amount may not be recoverable. If any such indication exists, the recoverable amount of the asset is estimated to
determine the extent of the impairment loss. For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash generating units).
No impairment losses were recognised during the financial year.

Note 16: Net deferred tax equivalent assets/(liabilities)
In thousands of dollars

2019

2018

Deferred tax equivalent assets:
The balance comprises temporary differences attributable to:
Amounts recognised in the statement of profit or loss:
Provisions/accruals
Derivatives
Other

22,294
(2,096)
57

27,566
(1,501)
112

20,255

26,177

2,434

30,813

2,434

30,813

22,689

56,990

(1,091)
(590)
(829)

(1,288)
(8,266)
159

(2,510)

(9,395)

852
30,196

852
11,934

31,048

12,786

28,538

3,391

Net deferred tax equivalent asset/(liability):
Deferred tax equivalent assets
Deferred tax equivalent liabilities

22,689
(28,538)

56,990
(3,391)

Net deferred tax equivalent asset/(liability)

(5,849)

53,599

Amounts recognised directly in equity:
Hedge accounting of derivatives
Deferred tax equivalent assets
Deferred tax equivalent liabilities:
The balance comprises temporary differences attributable to:
Amounts recognised in the statement of profit or loss:
Property, plant and equipment
Derivatives
Other
Amounts recognised directly in equity:
Revaluation of property, plant and equipment
Hedge accounting of derivatives
Deferred tax equivalent liabilities
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Note 16: Net deferred tax equivalent assets/(liabilities) (continued)
Accounting policies
Income tax
(i) Tax equivalents
The Company is part of a tax consolidated group that is subject to the National Tax Equivalents Regime (NTER). The NTER
broadly utilises the provisions of the Income Tax Assessment Act 1936, the Income Tax Assessment Act 1997 and associated
legislation, the NTER Manual as well as Rulings and other pronouncements by the Australian Tax Office (ATO), in order to
determine the tax payable by the head entity of the tax consolidated group.
(ii) Current tax equivalents payable/receivable
Consistent with the requirements of Australian Accounting Standards Board (AASB) Interpretation 1052 Disaggregated
Disclosures, as the Company is a member of a tax consolidated group, the current tax equivalents payable/(receivable) is
recognised in the accounts of the head entity, Energy Queensland Limited. The balance assumed by the head entity is
recognised as an amount payable/(receivable) to the Company in conjunction with the tax funding arrangement (refer below).
Notional current tax equivalents payable is recognised as current tax expense.
(iii) Deferred tax equivalent assets and liabilities
Deferred tax equivalent assets (DTAs) and liabilities (DTLs) are deductible or taxable temporary differences and unused tax
losses and tax credits recognised using tax rates enacted or substantively enacted as at the reporting date. Temporary
differences are differences between the carrying amount of an asset and liability for financial reporting purposes and their tax
bases. Tax bases are determined based on the expected manner of realisation or settlement of the carrying amount of assets
and liabilities.
DTAs are recognised only to the extent that it is probable that future taxable amounts will be available against which the asset
can be utilised.
Movements in DTA and DTL balances are recognised as deferred tax equivalent expenses, except to the extent they relate to:
•
•

Items recognised directly in equity, in which case that portion is recognised in equity; and
DTAs and DTLs are offset if there is a legally enforceable right to offset current tax liabilities and assets and they relate to
income taxes levied by the same tax authority.

(iv) Income tax equivalent expense
Income tax equivalent expense for the reporting period consists of current tax expense and deferred tax expense.
(v) Tax consolidation
The Company is a wholly-owned subsidiary within a tax consolidated group with Energy Queensland Limited, which is the head
entity.
Current tax expense/benefit, DTAs and DTLs arising from temporary differences of the members of the tax consolidated group
are recognised in the separate financial accounts of the members of the tax consolidated group using the group allocation
approach based on the allocation specified in the tax funding agreement.
The tax funding agreement requires a notional current and deferred tax equivalents calculation for each entity as if it were a
taxpayer in its own right, except that distributions made and received arising within the tax consolidated group are treated as
having no tax consequences.
The head entity recognises DTAs arising from unused tax losses and tax credits of the members of the tax consolidated group to
the extent that it is probable that future taxable profits of the tax consolidated group will be available against which the asset can
be utilised. The recognised tax losses are available indefinitely for offsetting against the future taxable profits subject to the
satisfaction of certain loss recoupment rules.
(vi) Nature of tax funding arrangement and tax sharing agreements
All members of the tax consolidated group have entered into a tax funding arrangement which sets out the tax funding
obligations for each member. The tax funding arrangements require payments to/from the head entity equal to the notional
current tax equivalents liability/(asset) assumed by the head entity and any notional tax loss or tax credit deferred tax asset
assumed by the head entity, resulting in the Company recognising an inter-entity payable/(receivable) equal in amount to the
notional tax equivalents liability/(asset) assumed.
Contributions to fund the notional current tax equivalents liabilities are payable as per the tax funding arrangement.
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Note 16: Net deferred tax equivalent assets/(liabilities) (continued)
All members of the tax consolidated group have also entered into a tax sharing agreement. The tax sharing agreement provides
for the determination of the allocation of income tax equivalents liabilities between the entities should the head entity default on
its tax payment obligations. No amounts have been recognised in the financial statements in respect of this agreement, as
payment of any amounts under the tax sharing agreement is considered remote.
(vii) Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not
recoverable from the ATO. In these circumstances, the GST is recognised as part of the cost of acquisition of the asset or the
expense.
Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from, or payable to,
the ATO is included as a current asset or liability in the statement of financial position for the Company.
Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows, arising from
investing and financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows.
Commitments are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.

Other operating liabilities
Note 17: Other liabilities
In thousands of dollars

2019

2018

47,450

63,007

235

399

47,685

63,406

Current
Environmental certificate acquittal
Unclaimed monies
Total current other liabilities
Accounting policies
Environmental certificate acquittal
The Company is subject to legislation requiring the surrender of energy certificates to the relevant Government body as outlined
below. These are recognised as an other liability and valued at amortised cost.
Large-scale generation certificates
Certificates created by the Renewable Energy (Electricity) Act 2000 which must be surrendered each year to the Clean Energy
Regulator (CER). Each year, the Company must surrender a certain number of LGCs to the CER dependent on the amount of
electricity it sells.
Small-scale technology certificates
Certificates established under the Small-scale Renewable Energy Scheme (SRES) which creates a financial incentive for
owners to install eligible systems which are entitled to a certain number of STCs based on the amount of renewable electricity
the system produces or displaces. STCs can be exchanged on the open STC Market or through the STC Clearing House. The
SRES places a legal liability on electricity retailers to purchase a certain amount of STCs each year. STCs must be surrendered
on a quarterly basis.
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SECTION 5: Capital structure

Note 18: Share capital
100 fully paid ordinary shares totalling $100 (2018: $100) carry one vote per share and carry the rights to dividends. The shares
have no par value. There were no changes in share capital during the period.
Accounting policies
Share capital
Ordinary shares are classified as equity.
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SECTION 6: Other notes

Note 19: Contingent assets and liabilities
(a) Guarantees issued
In order to participate in the electricity market, the Company is required to deliver acceptable security as collateral to the
Australian Energy Market Operator for their obligations to counter parties in the Electricity Market arising as a consequence of
normal trading. Security, in the form of payment guarantees totalling $100.000 million (2018: $100.000 million) have been
issued by QTC to AEMO. EQL provides QTC with a Counter Indemnity up to the value of $150 million in respect of this
guarantee.
In order to participate in the Electricity Market, EEQ is required to hold an Australian Financial Services Licence for which QTC
provides the required Eligible Undertaking to the value of $300 million. EQL provides QTC with a Counter Indemnity up to the
value of $300 million in respect of the eligible undertaking.
(b) Guarantees held
There are no guarantees held with trading counterparties. (2018: Nil). The Company holds bank guarantees from customers
totalling $1.598 million (2018: $1.631 million) as security to cover their obligations arising from purchase of electricity.
Accounting policies
Contingent assets and liabilities
Except for contingent liabilities required on an acquisition of a business, contingent assets and liabilities are not recognised in
the financial statements. They are however, disclosed in the notes to the financial statements, where appropriate.
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Note 20: Key management personnel disclosures
(a) Names, positions and terms held of Directors
Directors of the Company as at 30
June 2019:

Appointment
start date

Appointment
expiry date

David Smales

Chairman and Executive Director

1 October 2016

30 June 2019

Peter Scott

Executive Director

3 October 2017

Ongoing

Belinda Watton

Executive Director

26 June 2018

Ongoing

Jane Nant

Executive Director

26 June 2018

Ongoing

(b) Compensation - Directors
Directors’ remuneration is set by State Government regulation, with other fees and allowances determined on the basis of
meetings attended and expenditure incurred in performing their roles as Directors of the Company.
The non-executive Directors of the Company do not participate in any variable reward or 'at-risk' incentive scheme.
Amounts disclosed for remuneration of key management personnel exclude insurance premiums paid by the Company in
respect of Directors’ liability and officers’ liability insurance contracts.
In accordance with Ministerial Guidelines, details of compensation provided to Directors in office during the financial period
ended 30 June 2019 by the Company are as follows:
Short Term Benefits

Post-Employment Benefits

Directors' fees
In dollars

2019

2018

TOTAL

Superannuation
2019

2018

2019

2018

Ergon Energy Queensland1
Gary Stanford2

-

22,500

-

2,138

-

24,638

Vaughan Busby3

-

11,613

-

1,069

-

12,682

Garling3

-

1,935

-

178

-

2,113

Rodney Wilkes3

-

12,352

-

1,069

-

13,421

Total

-

48,400

-

4,454

-

52,854

Phil

David Smales, Peter Scott, Belinda Watton and Jane Nant were executive directors during 2019. As they were officers of the Company’s
parent entity, Energy Queensland Limited, they were not remunerated by the Company for their role as Directors.

1

2

Gary Stanford resigned 30th September 2017.

3

Vaughan Busby, Phil Garling and Rodney Wilkes resigned 3rd October 2017.

(c) Compensation – Executives
The key management personnel of the Company are employed in the parent entity and no extra compensation is received.
(d) Transactions with related parties of key management personnel
Key management personnel of the Company and its related parties, or their related parties, conduct transactions with the
Company on terms and conditions no more favourable than those available, or which might reasonably be expected to be
available, on similar transactions to non-related entities on an arm's length basis.
Vaughan Busby was a non-executive director (until 3rd October 2017) and shareholder of a supplier which provides software to
the Company. The software was purchased on an arm’s-length basis and the software was in use prior to the commencement of
the Directorship on the Board.
All other transactions with key management personnel or related parties that occurred during the period are trivial or domestic in
nature.
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Note 21: Related party transactions
(a) Transactions with the parent entity and wholly owned group
A related party provided business management, financial and corporate services and customer care administration services
(including retail products and services administration) to the Company. The total value of these services during the year was
$58,966,487 (2018: $60,900,844). All services were undertaken on normal commercial terms and conditions.
Transactions with and amounts due and receivable from related parties in the wholly owned group are as set out in the
respective notes to the financial statements.
(b) Controlling entities
The Australian parent entity is Energy Queensland Limited, which is a Government Owned Corporation.
(c) Transactions with State of Queensland controlled entities
The Company transacts with other State of Queensland controlled entities. All transactions are negotiated on terms equivalent
to those that prevail in arm’s length transactions.
The value of these related party transactions and balances, as reported in the statement of financial position and statement of
profit or loss, are disclosed below:
In dollars

2019

2018

Pensioner rebate and grant revenue from Department of Communities, Disability
Services and Seniors

105,344,580

98,464,024

Revenue from State of Queensland controlled entities

113,937,180

119,640,316

27,225,980

-818,972

(438,838,884)

(492,546,710)

126,438

124,384

6,956,903

6,935,000

-

-

Trade receivables with State of Queensland controlled entities

1,770,501

2,683,339

Electricity trading receivable with State of Queensland controlled
entities

6,087,815

4,861,211

Revenue

Electricity trading with State of Queensland controlled entities
Expenses
Community service obligations offset received from Department of Natural
Resources, Mines and Energy
Interest on QTC borrowings (includes administration fees)
Environmental certificate transactions with State of Queensland
controlled entity counterparties
Assets
CSO amounts receivable from Department of Natural Resources, Mines and Energy

Liabilities
No security has been obtained or provided for the above assets and liabilities. Settlement is in Australian dollars.
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Note 22: Auditor’s remuneration
In dollars

2019

2018

297,000

290,000

297,000

290,000

Remuneration for audit of the financial reports of the Company:
Auditor-General of Queensland
Audit services
Audit of the financial report

Note 23: Events after reporting date
No events of a material nature have occurred since the end of the financial year that significantly affected or may significantly
affect the operations of the Company.
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Directors declaration
In the Directors’ opinion:

1. The financial statements and associated notes, set out on pages 6 to 42
(i)

Comply with Australian Accounting Standards and Interpretations;

(ii) Are in accordance with the Corporations Act 2001; and
(iii) Give a true and fair view of the financial position of the Company as at 30 June 2019 and of its performance for the year
ended on that date.
2. There are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and
payable.
3. This declaration has been made after receiving the declarations required to be made to the Directors in accordance with
section 295A of the Corporations Act 2001 for the financial year ended 30 June 2019.
Made in accordance with a resolution by the Directors.

P Scott
Chairman
Brisbane
16th August 2019
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