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NEW ZEALAND GAZETTE
POWERCO LIMITED

ELECTRICITY (INFORMATION DISCLOSURE) REGULATIONS 1994

CERTIFICATION OF FINANCIAL STATEMENTS, PERFORMANCE
MEASURES, AND STATISTICS DISCLOSED BY LINE OWNERS OTHER
THAN TRANSPOWER

We, Barry Raymond Upson, director, and Simon Paul Moutter, principal of
Powerco Limited certify that, having made all reasonable enquiry, to the best
of our knowledge, -

(a)

(b)

The attached audited financial statements of Powerco Limited,
prepared for the purposes of regulation 6 of the Electricity

( Information Disclosure) Regulations 1994, give a true and fair
view of the matters to which they relate and comply with the
requirements of those regulations; and

The attached information, being financial performance
measures, energy delivery efficiency performance measures,
statistics, and reliability performance measures in relation to
Powerco Limited, and having been prepared for the purposes of
regulations 13, 14, 15, and 16 of the Electricity ( Information
Disclosure) Regulations 1994, comply with the requirements of
the Electricity ( Information Disclosure) Regulations 1994.

The valuations on which those financial performance measures are based
are as at 31 March 1996.

o~

22 August 1996
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Deloitte Touche
Tnhmatsg\

POWERCO LIMITED

ELECTRICITY (INFORMATION DISCLOSURE) REGULATIONS 199%4

Certification of Performance Measures by Auditor

We have examined the performance measures set out in Note 21 to the attached financial
statements being;

(a) financial performance measures specified in clause 1 of Part II of the First Schedule to
the Electricity (Information Disclosure) Regulations 1994; and

(b) financial components of the efficiency performance measures specified in clause 2 of
Part II of the Schedule, -

and having being prepared by Powerco Limited and dated 22 August 1996 for the purposes of
regulation 13 of those regulations.

The Optimised Deprival Valuations completed in 1995 and used to derive these performance
measures were audited by KPMG Peat Marwick.

We certify that, having made all reasonable enquiry, to the best of our knowledge, that
information has been prepared in accordance with the Electricity (Information Disclosure)
Regulations 1994.

Dol Tonle Thaos

Deloitte Touche Tohmatsu
Hamilton
22 August 1996
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Deloitte Touche
Tohmatsu

A

POWERCO LIMITED

ELECTRICITY (INFORMATION DISCLOSURE) REGULATIONS 1994

Certification by Auditor in Relation to Financial Statements

We have examined the attached financial statements prepared by Powerco Limited and dated
22 August 1996 for the purposes of Regulation 6 of the Electricity (Information Disclosure)
Regulations 1994.

We hereby certify that, having made all reasonable enquiry, to the best of our knowledge, the
financial statements give a true and fair view of matters to which they relate and have been
prepared in accordance with the requirements of the Electricity (Information Disclosure)
Regulations 1994.

Nofofte Tovele T

Deloitte Touche Tohmatsu
Hamilton
22 August 1996
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POWERCO LIMITED
Statement of Financial Position
-as at 31 March 1996

Notes
EQUITY
Share capital 2
Reserves 3
Retained earnings 4
NON CURRENT LIABILITIES

Term advances facility
Deferred taxation

CURRENT LIABILITIES

Accounts payable

Taxation payable

Provision for dividend

Provision for employee entitiements

HLLHZVO ANVIVHZ MAN

TOTAL EQUITY AND LIABILITIES
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NON CURRENT ASSETS
Fixed assets

Goodwill on consolidation

Investments in associates

Other investments

CURRENT ASSETS

Cash

Receivables and prepayments
Tax refund due

Inventories

TOTAL ASSETS

For and behalf of the Board:

B R{Upson
Director

Notes

10
1

12

-

R | Gilberd
Director

YHIINFILHS v

HLLIZVO ANVIVIZ M3N

€L9T



L9C

POWERCO LIMITED
Statement of Financial Performance
for the year ended 31 March 1996

Note

OPERATING REVENUE 13

OPERATING SURPLUS BEFORE TAXATION 14
Taxation expense 15

Underprovision of previous years taxation

OPERATING SURPLUS AFTER TAXATION

Share of retained surplus (losses) in
associate companies after tax 19

HLLIZVO ANVIVHIZ MAN

OPERATING SURPLUS ATTRIBUTABLE
TO THE SHAREHOLDERS
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o
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POWERCO LIMITED
Statement of Movements in Equity
for the year ended 31 March 1996

JHINFLAES b

Notes

EQUITY AT 1 APRIL 1995

OPERATING SURPLUS ATTRIBUTABLE
TO THE SHAREHOLDERS

Contributions from shareholders
Partly paid shares received

Distributions to shareholders

Share repurchase

Dividends - paid 20
- proposed 20

HLIHZVD ANVIVHZ MEN

Reserves transfers
Transfer to reserves
Transfer to tax provision

EQUITY AT 31 MARCH 1996

SL9¢C
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POWERCO LIMITED
Notes to the Financial Statements
for the year ended 31 March 1996

1. Statement of Accounting Polices
Reporting Entity

Powerco Limited is a public company registered under the Companies Act 1993. The group consists of
Powerco Limited, its subsidiary and its associates. On 1 October 1995 the operations of Powerco were
amalgamated with that of Taranaki Energy, an electricity and gas distribution and retailing company
serving the central and north Taranaki region, pursuant to Part Xll1 of the Companies Act 1993. Prior to
this amalgamation Taranaki Energy’s financial year ended on 30 June each year.

The following activities are the principal activities undertaken by Powerco Limited throughout the
financial year:

. Distribution and retailing of electricity and value added services.
. Distribution and retailing of gas and value added services.
. Hydro electricity generation

These financial statements have been prepared to comply with the provisions of Section 44 of the
Energy Companies Act 1992, the Companies Act 1993, the Financial Reporting Act 1993.

Measurement Basis

The accounting principles recognised as appropriate for the measurement and reporting of eamings
and financial position on an historical cost basis are followed by the Group, with the exception that
certain fixed assets have been revalued.

Specific Accounting Policies

The following specific accounting policies which materially affect the measurement of financial
performance and the financial position have been applied: )

a) Basis of Consolidation

The consolidated financial statements include those of Powerco Limited and its wholly owned
subsidiary, Taranaki Energy Limited (previously Taranaki Energy Investments Limited). All
significant inter-company transactions and balances are eliminated on consolidation. In the
parent company financial statements investments in subsidiaries are stated at cost.

b) Associate Companies

These are companies in which the group holds substantial shareholdings and in whose
commercial and financial policy decisions it participates.

Associate companies have been reflected in the consolidated financial statements on an equity
accounting basis which shows the group’s share of profits in the consolidated statement of
financial performance and its share of post acquisition increases or decreases in net assets, in
the consolidated statement of financial position.
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d)

e)

g)

Fixed Assets

The capital value of fixed assets is the value at either Optimal Deprival Value (ODV),
Optimised Depreciated Replacement Cost (ODRC) on previous mergers of Taranaki Energy
Limited, the amalgamating company, or cost.

ODV, and ODRC Valuations were completed by KPMG Peat Marwick, independent
consultants, at the time of the establishment of Taranaki Energy Limited. Assets recorded at
ODV and ODRC value are the following assets:

» Electricity and gas distribution networks, formerly part of New Plymouth Energy
» Gas distribution network formerly part of Hawera Gas Company assets.

Network distribution assets other than those above and any additions to fixed assets since
amalgamation are recorded at cost.

Depreciation of Fixed Assets

Depreciation rates for major classes of asset are:

Land Not Depreciated

Buildings 1% SL

Furniture and Fittings 10% to 20% DV

Office Equipment 10% to 33% DV

Motor Vehicles 20% DV

Network Systems and Generation 2% SL and 5% to 14.4% DV
Receivables

Accounts receivable are valued at expected realisable value, after providing for doubtful debts.
All known bad debts have been written off during the period under review.

income Tax

The income tax expense charged to the Statement of Financial Performance includes both the
current year's expense and the income tax effect of timing differences using the liability
method.

Tax effect accounting is applied on a partial basis as to timing differences expected to reverse
in the foreseeable future. A debit balance in the deferred tax account arising from timing
differences or income tax losses, is only recognised if there is virtual certainty of their
realisation.

Inventory

Inventory is valued at the lower of historical cost and net realisable value. The weighted
average method has been used to determine historical cost. The quantity of gas in pipes has
been estimated by Powerco Limited’s gas engineers, and valued at average purchase cost per
unit.

2677



2678 NEW ZEALAND GAZETTE No. 104

h) Investments

Investments are valued at the lower of cost and net realisable value.

i) Revenue Recognition

Revenue from the sale of energy and value added services is recognised when invoices are
issued plus an accrual is made for unread meters at balance date.

) Basis of Allocation to Business Units.

In general the Ministry of Commerce guidelines for aliocation of expenditure have been

applied. Deviations from the guidelines have been used where assumptions made in the

guidelines have not held true for Powerco Limited, and are as follows:

+ The assumption that energy alone interfaces with electricity consumers does not hold for
Powerco Limited. Customer related expenditures are allocated according to the number of
customers attributable to each business.

e Overhead costs that are integral parts of operating each husiness have been allocated
according to the direct expenditure incurred by each business.

Changes in Accounting Policies

The company has adopted a policy of accounting for deferred taxation on a partial basis. Previously all
timing differences were accounted for on a comprehensive basis. As a result of the amaigamation with
Taranaki Energy, the Directors have adopted the policy of that company as more appropriate to the
circumstances of the amalgamated company.

As a result of the change, the previously accounted for liability has been reversed to the current year
taxation expense as shown in Note 15. The statement of financial position impact is also set out in
Note 15.

The company has reviewed the allocation methods used for the allocation of corporate overheads to
the various business units of the company. Where a new method of allocation provides better
representation of the actual distribution of cost, and is also in line with the allocation guidelines, the
new method has been adopted.

There were no other material differences in the accounting policies followed by the amalgamating
companies, Taranaki Energy Limited and Powerco Limited in previous years. There have been no
other changes in the policies used in the previous financial period.

Comparative Figures

Comparative figures shown are for Powerco Limited and Taranaki Energy Limited for the year ended
31 March 1995. As a result of the amalgamation with Taranaki Energy Limited, current year's
transactions include those of that power company since 1 April 1995 in accordance with Section 27(2)
of the Electricity (Information Disclosure) Regulations 1994.
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

2 SHARE CAPITAL

Issued capital

less uncalled capital

Opening issued and paid up capital as at 31 March 1995
Calis on capital
Bonus share issue

Shares repurchased

Closing issued and paid up capital as at 31 March 1996

Total number of ordinary shares issued as of 31 March 1996 amounted to 52,123,989.
503,933 shares were partly paid up as at that date, and $55,598 was uncalled.

3 RESERVES

Balance as at 31 March 1995

Bonus share issue transferred to capital

Reserves transferred from retained eamings

Bad debt write-off pertaining to Wanganui
Rangitikei Electric Power Board

Balance as at 31 March 1996
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

4 RETAINED EARNINGS

Balance as at 31 March 1995

Operating Surplus After Taxation

Dividends paid and proposed
Transfer from ( to ) reserves

Transfer to tax provision

Balance as at 31 March 1996

5 FINANCIAL INSTRUMENTS

Financial instruments which potentially subject the Company to credit risk principally consist of
bank balances and accounts receivable. The five largest accounts receivable balances as at
31 March 1996 comprise 8.63% of total accounts receivable. Cash deposits are only

made with registered banks, no specific concemns regarding credit risk exist.

The company has established a Wholesale Term Advances Facility with the Westpac
Banking Corporation of up to $25 million doliars. At 31 March 1996 the amount
drawn down from this facility amounted to $9.045 million. Interest is charged to

the company according to the daily wholesale lending rate. The facility is based

on a revolving credit and as such does not have set repayment dates.

The company performs credit evaluations on customers where possible. New customers with known
high credit risk are required to pay a bond before energy is supplied to them.

All financial instruments are recorded in the financial statements at carrying values
which are not materially different from estimated fair vaiues. No undisclosed financial
instruments exist.
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

6 FIXED ASSETS

Fixed Assets as at 31 March 1996

Land
Capital value

Buildings
Capital value
less Accumulated depreciation

Furniture and Fittings
Capital value
less Accumulated depreciation

Office Equipment
Capital value
less Accumulated depreciation

Motor Vehicles
Capital value
less Accumulated depreciation

Network Systems and Generation
Capital value
less Accumulated depreciation

Work in Progress

Total Fixed Assets

10
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

Fixed Assets as at 31 March 1995

Land
Capital value

Buildings
Capital value
less Accumulated depreciation

Furniture and Fittings
Capital value
less Accumulated depreciation

Office Equipment
Capital value
less Accumulated depreciation

Motor Vehicles
Capital value
less Accumulated depreciation

Network Systems and Generation
Capital value
less Accumulated depreciation

Work in Progress

Total Fixed Assets

11
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

7

INVESTMENTS IN SUBSIDIARIES
Taranaki Energy Limited (formerly known as Taranaki Energy Investments Limited)

is a wholly owned subsidiary with paid up capital of $100. Taranaki Energy Limited
holds share investments and does not trade.

INVESTMENTS IN ASSOCIATES

- at cost
- equity share of profits

Shares in associate companies include Energy Brokers New Zealand Limited (36%)
and Powerco Appliances Limited (50%).

INVESTMENTS

Investments

Energy Brokers New Zealand Limited (at cost)
SOE Bonds

NZ Government Stock

Countrywide Bonds

Trustpower Limited (at cost)

Counties Investments Limited (at cost)

Taranaki Bottied Gas Company Limited (at cost)
CentralPower Limited (at cost)

The market value of the investment in CentralPower Limited as at 31 March 1996 is $18,158,610
based on a share price of $2.66 per share.

The market value of the investment in Trustpower Limited as at 31 March 1996 is $3,244,428
based on a share price of $1.98 per share.

12
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

10

1"

12

CASH

Cash on Hand
Bank Deposits
Short Term Deposits

ACCOUNTS RECEIVABLE

Accounts Receivable
Accrued Sales

INVENTORIES

Network stores
Trading stock

No. 104

13
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

13 OPERATING REVENUE

Operating Revenue for the year ended
31 March 1996

Comprises:

Sales
Interest revenue
Dividend revenue

Operating Revenue for the year ended
31 March 1995

Comprises:
Sales

Interest revenue
Dividend revenue

14
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

14 OPERATING SURPLUS BEFORE
TAXATION

Operating Surplus Before Taxation for
the year ended 31 March 1996

After Charging

Energy purchases and transmission
Repairs and maintenance costs
Personnel costs

Provision for loss on sale of investment
Depreciation

Interest expense

Goodwill

Rental and operating iease costs
Other

Operating Surplus Before Taxation for
the year ended 31 March 1995

After Charging

Energy purchases and transmission
Repairs and maintenance costs
Personnel costs

Depreciation

Goodwill

Rental and operating lease costs
Other

15
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

15 TAXATION

Taxation for the year ended
31 March 1996

Operating surplus (deficit) before taxation

Prima facie taxation @ 33%

Plus/(less) tax effect of permanent timing
differences:

Taxation expense (benefit)

Taxation for the year ended
31 March 1995

Operating surplus (deficit) before taxation

Prima facie taxation @ 33%

Plus/(less) tax effect of permanent timing
differences:

Taxation expense (benefit)

Imputation Credit Account

Balance as at 31 March 1995
Imputation credits attached to dividends received during the year:
Imputation credits attached to dividends paid during the year:
Income tax payments made during the year

Balance as at 31 March 1996

Imputation credit account balances as at 30 September 1995 of Powerco Limited, and

Taranaki Energy Limited were lost on the amalgamation of the two companies due to the inability
to satisfy the continuity threshshold as per Sections ME 29(1) and ME 5(1)(i) of the

Income Tax Act 1994.

Deferred Tax Contingent Liability

Deferred tax liabilities are not provided for if there is a reasonable probability that the deferred tax
liability will not crystalise in the forseeable future. The tax effect of timing differences

which have not been provided for in the deferred tax account amount ot $1,527,622.

There are no income tax losses carried forward.

16
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

16

17

18

COMPANY AMALGAMATION
On 1 October 1995 Taranaki Energy Limited was amalgamated into Powerco Limited.

The value of assets and liabilities transferred from Taranaki Energy Limited at amalgamation
date were:

Fixed Assets and Investments
Current Assets

Inventory

Accounts Receivable

Current Liabilities

Short Term Debt

Accounts Payable

Tax Payable

Net Assets Transferred

These net assets with a book value of $82.316 million were transferred on amalgamation
using the pooling of assets method. The business valuation of Taranaki Energy Limited
for amalgamation purposes amounted to $118 million for which 30,557,315 ordinary
shares of Powerco were issued as consideration.

AUDITORS REMUNERATION

Amounts paid or payable to the auditors for:

Auditing financial statements
Other services

DIRECTORS REMUNERATION

Remuneration paid to directors
Retirement allowances

17
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

19

20

21

ASSOCIATE COMPANIES

Share of operating surplus of
associate companies before taxation
Taxation

Share of retained profits of associate companies

DIVIDENDS

Interim distributions:
-Dividends paid
on ordinary shares
on cumulative preference shares

Proposed distributions:
-Proposed dividend
on ordinary shares
on cumulative preference shares

DISCLOSURE OF PERFORMANCE MEASURES PURSUANT TO
REGULATION 13 AND PART Il OF THE FIRST SCHEDULE OF THE
ELECTRICITY (INFORMATION DISCLOSURE ) REGULATIONS 1994

Financial Performance Measures
(i) Accounting Return on Total Assets
(ii) Accounting Retumn on Equity

(iii) Accounting Rate of Profit

Efficiency Performance Measures
(iv ) Direct Line Cost per Kilometre

(v) Indirect Line Cost per Electricity Customer

2689
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

22

23

CONTINGENT LIABILITIES AND COMMITMENTS
There are no material contingent liabilities as at balance date.

There are no capital commitments as at balance date. However In the ordinary course
of business the company has entered into a gas supply contract which commits it to
an annual expenditure for a minimum of 7 years of approximately $800,000 per annum.

TRANSACTIONS WITH RELATED PARTIES

Powerco paid legal fees to Horsley Christie, a firm in which Mr D H Brown, a director,

has an interest, and to Rudd Watts & Stone, a firm in which Mr J S Auld, a director has

an interest. The fees were charged on normal terms and conditions and account for 52% and 2%
respectively of total group legal fees.

During the year Powerco paid financial consultancy fees to Doyle Gilberd & Company,
a firm in which Mr R | Gilberd, a director has an interest. The fees were charged on normal
terms and conditions and constitute 3% of consuitancy costs

All directors are energy customers of Powerco under normal terms and conditions of supply.

Powerco is also deemed to have a related party relationship with New Plymouth

District Council, being a 45% shareholder in Powerco. Powerco paid $407198 rent

to the New Plymouth District Council at market rate. Powerco also supplies energy

to the New Plymouth District Council under normal terms and conditions, the value of
sales being 0.9 % of total sales. Rates have been paid to New Plymouth District Council to
the value of $60,534.

Powerco aiso has related party transactions with it's associate companies,
Energy Brokers New Zealand Limited, and Powerco Appliances Limited.

The Chief Executive of Powerco Limited is a director of Energy Brokers New Zealand Limited.

27.4% of electricity purchases by Powerco were purchased from Energy Brokers New Zealand
Limited. At balance date the amount owing to Energy Brokers New Zealand Limited by Powerco
was $1,484,630. Powerco supplies metering assemblies to Energy Brokers for which

it charges a market rate.

Powerco Appliances Limited pays rent at market rate to Powerco, a total rent paid for the
period under review amounted to $162,000. Powerco also acted as the financing company
for Powerco Appliance Limited's hire purchase sales. The value of hire purchases financed
by Powerco as at 31 March 1996 was $2.02 million.

19
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Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

24

Operating lease obligations payable after balance date on non-cancellable leases are as follows:

Within one year
Between 1-2 years
Between 2-5 years

25

Continuing Employees

$100,000 - $110,000
$110,000 - $120,000
$120,000 - $130,000
$210,000 - $220,000

Retired Employees

$110,000 - $120,000
$240,000 - $250,000

Retired employee payments include redundancy and gratuity payments

20



2692 NEW ZEALAND GAZETTE No. 104

Notes to and Forming Part of the Financial Statements
For the Year Ended 31 March 1996

26

In accordance with section 26 of the Securities Amendment Act 1988, major shareholders
in Powerco Limited are listed:

1 The New Plymouth District Council

2 Taranaki Electricity Trust

3 NZCSD Limited

4 Infratil Investments Limited

5 Powerco Community Trust Incorporated
6 Hong Kong Bank Nominees (NZ) Limited
7 Westpac Nominees NZ Limited

8 Powerco Trustees Limited

9 Pamela Margaret Jean Williams

10 Whanganui Power Investments Limited

21
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27 DISCLOSURE OF PERFORMANCE MEASURES PURSUANT TO REGULATION 15
AND PART Ili OF THE FIRST SCHEDULE OF THE ELECTRICITY (INFORMATION
DISCLOSURE ) REGULATIONS 1994

274
(a) Load Factor

(b) Loss Ratio

(c) Capacity Utilisation

27.2 (a) System Length

(d) Transformer Capacity (kVA)
(e) Maximum Demand (kW)
(f) Total Electricity Supplied From System (kWh)

(g) Total Electricity Conveyed Through System On Behalf
Of Other Electricity Retailers (kWh)

(h) Total Customers

22
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28 DISCLOSURE OF PERFORMANCE MEASURES PURSUANT TO REGULATION 16
AND PART IV OF THE FIRST SCHEDULE OF THE ELECTRICITY (INFORMATION
DISCLOSURE ) REGULATIONS 1994

28.1 Total Number Of Iinterruptions

28.2 Total Number Of Faults Per 100km Of
Prescribed Voltage Line

28.3 Total Number Of Fauits Per 100km Of
Prescribed Voltage Underground Line

28.4 Total Number Of Faults Per 100km Of
Prescribed Voitage Overhead Line

23
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28.5 - 28.6 SAIDI

28.7 - 28.8 SAIFI
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