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PERFORMANCE 
OVERVIEW

Tonga Power’s core business is the provision 
of safe, reliable, sustainable and affordable 
services to the people of Tonga and we 
remain committed to providing a world 
class level of service to our customers. I am 
pleased with the improvements we have 
made over the last year. 

The Board has declared a dividend of 
$2.8 million pa’anga for the Group for 
this financial year to our shareholder, the 
Government of Tonga. This is an increase 
of 40% from June 2015. 

The overall dividend declared for this 
financial year is $2.57 million, from Tonga 
Power Ltd, and $0.23 million from both 
Home Gas and Tonga Gas Ltd. Both 
companies are subsidiaries of Tonga Power 
Limited. This will be the highest dividend TPL 
has paid to Government.

On behalf of the Board of Directors 

of Tonga Power Ltd, it gives me 

great pleasure to present the 

company Annual Report for the 

financial year 2015-2016. 

TPL reached some other significant 
milestones through the year and without 
these achievements our retail tariff would 
have been much higher than it is today. 

Since July 2015, the electricity tariff for all 
of Tonga decreased by 13.12 seniti from 
83.11 per kWh to 69.99 seniti per kWh at 30 
June 2016. This is a 15.79% decrease on 
the back of decreasing diesel costs couple 
and offset with savings from our solar plants 
and wind generation.  

In an effort to reduce the company’s 
dependence on imported diesel fuel, 
renewable energy continues to remain 
central to the company’s strategy which 
underpins and supports the Governments 
Energy Road Map (TERM) of achieving 50% 
RE by 2020. 

A further milestone which has been 
achieved is the completion of the Ha’apai 
Cyclone Ian Reconstruction Project 
funded by the Asian Development Bank in 
November 2015. 
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The impact on tariff is shown in the graph above. 

OUR STRATEGY AND 
WAY FORWARD

Tonga Power’s strategy to provide safe, 
reliable, sustainable and affordable 
services to the consumer is supported 
through several projects that are currently 
in operation as well as new projects in the 
pipeline for the 2016/17 financial year.

The Tonga Village Network Upgrade Project 
(TVNUP) is New Zealand’s largest investment 
in the energy sector throughout the Pacific 
at a total of T$40 million. The main objective 
of the project is to provide an environment 
for sustainable economic growth by 
improving electricity accessibility, reliability 
and safety to the distribution network across 
50 villages in Tongatapu. 

This significant three year project also has 

a positive impact in reducing average line 
loses from its previous 18% to our current 
12% level. This supports the Government 
of Tonga’s vision for the energy sector 
to, “Reduce Tonga’s vulnerability to 
oil price shocks, and achieve quality 
access to modern energy services in an 
environmentally sustainable manner”.  

TPL continues to deliver on the TERM 
objective of achieving 50% of electricity 
generation from renewable sources. We are 
looking at a number of renewable projects 
to achieve this objective. Projects include 
the 1.3 MW Tongatapu Wind Farm Project to 
be installed in Niutoua, Nuku’alofa network 
upgrade project and a windfarm of similar 
capacity still under consideration by MFAT, 
upgrade projects and the Enabling Power 
System Stage 2 (SCADA upgrades). We are 
also looking at an Energy Storage Project 
to store excess renewable energy from our 
intermittent renewable energy recourses 
which are currently operating now and 
planned future renewable projects.

The Ministry of Foreign Affairs and Trade 
(MFAT) and the Asian Development Bank 
contributed over $3 million USD towards 
the reconstruction project. The project aim 
was to strengthen the electricity network in 
Ha’apai to make it more resilient to extreme 
weather events and disaster in the future. 
The company continues to invest in its 
distribution network through various network 
upgrade projects in an effort to continue 
with the improvement of its services to its 
customers. 

Our smart meter roll out across Tongatapu 
is progressing well. In this financial year, 
the smart metering team deployed the 
first 500 meters focusing on customers 
with the worst disconnection records. We 

aim to have all the 16,000 customers in 
Tongatapu replaced within the next two 
years. This will mean better services for 
customers in all networks and significant 
operating efficiencies for the business. 

The new Enterprise Resource Planning 
(ERP) is currently being implemented with 
Technology One. The system will enable 
TPL to integrate its accounts with billing and 
human resources, asset management 
and procurement which allows better 
management and planning things such 
as the vehicle fleets, distribution and 
generation assets and major project works. 
Investing in this new system will help reduce 
costs, improve our efficiency and the 
quality of TPL’s service.
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REGULATIONS AND POLICIES 

The 25th Pacific Power Association Conference and Trade Exhibition was held in August 
2016 and was one of the major achievement of Tonga Power Ltd during the year. This was a 
momentous event as it recorded the highest number of participants in the 25 years of hosting 
this event. Over 250 delegates attended the conference from power utilities, businesses and 
donor partners from the Pacific Region, Europe and Asia. Members of the association and 
delegates were highly appreciative and have complimented TPL on a well organized event. 
The conference was officially opened by HRH Crown Prince Tupouto’a ‘Ulukalala.

I would like to acknowledge the hard work of the organizing committee and the PPA secretariat 
for managing this highly successful conference.

HIGHLIGHTS OF THE FINANCIAL YEAR 

It has been a very positive year for Tonga Power despite the many challenges of rising diesel costs 
and the availability of donor funding for much needed infrastructure projects. 

I would like to thank my fellow Board members, CEO, Mr. Robert Matthews, management and staff 
of Tonga Power for their dedication and hard work in the delivery of an excellent financial result 
for the year and high standard of services to our customers through proactively managing our 
business operation.

I am proud to support such a talented and committed team. I am also excited about Tonga 
Power’s future look forward to working with all our stakeholders in accomplishing our goals. I look 
forward to another successful year ahead.

CONCLUSIONS

TPL continues to work with the Electricity Commission to improve our compliance under the Concession 
Contract and other reporting requirements. TPL was invited to attend the Regulators workshop to 
provide input from an electricity utilities perspective during the Pacific Electricity Regulators workshop 
that was held in August 2016. Representatives from Tonga Power were also invited to several 
workshops hosted by the EC during the year to find innovative ways of improving TPL service delivery 
and reporting standards.

The Customer Service Agreement (CSA) was revised in November 2015 to include the new 
disconnection/reconnection fee which was reduced from $30 to $20 which came into effect in 
October 2015. Again, this support TPL’s vision of providing affordable services to its customers.
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CEO’s REPORT 
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COMPANY 
OVERVIEW

The year 2015/2016 has been a 
challenging year for Tonga Power. Our 
Board of Directors and Shareholding  
Ministry of Public Enterprises have again set 
high expectations for the efficient delivery 
of customer service, tariff reductions and 
improved operating efficiencies and I am  
pleased with the overall performance of 
Tonga Power in meeting our goals and 
objectives. Despite all these challenges, 
TPL continued to perform well and has 
increased Net Profit to more than $5.4 
million as at June 30th 2016.

Tonga Power distributes electricity to more 
than 21,000 customers in the four main 
islands of Tonga with an installed capacity 
of 17.2 MW, which is an increase of 2% on 
last year’s result.
Overall, demand for electricity in Tonga 
has increased during the year. From 2015 
to 2016, TPL recorded 594 new customers, 

FINANCIAL REVIEW 

The company has recorded an unaudited 
Net Profit of $5.4 million for the 2015/16 
financial year. 

a total of 50 in Vava’u, 34 in ‘Eua and 52 
new customers in Ha’apai. The customer 
demand for Tongatapu increased from 
July 2015 to June 2016 by 2%, largely 
reflecting the impact of a declining tariff 
and improvements in the economy.

To date, Tonga Power Ltd employs 193 full 
time employees and has offices across 
Tongatapu, Vava’u, ‘Eua and Ha’apai. 

Fuel hedging losses in the derivative markets 
in the 2014/2015 financial year was also 
recovered in this financial year which has 
had a positive impact on Tonga Power’s 
Net profits. Diesel fuel costs decreased 
significantly throughout the year due to 
the global decline in the price of diesel. 
Other operational costs for the company 
remained stable.
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OPERATIONAL 
REVIEW

In February 2016, Tropical Cyclone Winston 
impacted the Vava’u Island. Sustained 
winds reached up to 250km per hour and 
affected the electricity distribution in the 
island with damages to the network. 

Thirty eight villages were affected including 
the hospital and the Water Board. The 
electricity supply was quickly restored with 
four groups of linesmen, many mobilized 
from Tongatapu involved at the peak of 
the restorations work.

It is pleasing to see that several project 
initiatives are being put in place that will 
help reduce our reliance on diesel and 
improve the distribution network including 
new Solar facilities with Tonga Police and 
the outer islands.

Mata ‘o e La’a solar farm is now into its 
second year of commercial operation and 
has generated 1683 MWH. The project is 
capable of reducing Tonga Power’s diesel 
use by around 405,000 liters annually.

With the generosity of the Asian 
Development Bank, a 550 kW solar farm 
is under development in Ha’apai with a 
further 200 kW solar plant is being installed 

on ‘Eua. These projects are under the 
Outer Island Renewable Energy Project 
(OIREP). The Asian Development Bank 
has generously approved a funding of 
$16 million with TPL contributing $600,000 
towards the project which also comprises 
rehabilitation works to the existing grid in 
Vava’u and ‘Eua. 

The 11 kW Micro Wind Turbine in Ha’apai 
was completed in August 2015. 

Stages two and three of the Tonga Village 
Network Upgrade Project continue to be 
successfully implemented. The low voltage 
lines to 20 out of 30 villages have now been 
completed as of this reporting period. 

The deployment of the smart metering 
project is currently underway.  A total of 3000 
prepaid meters are being funded by MFAT 
under the Tonga Village Upgrade Project. 
The meter replacement will continue until 
smart meters have been installed to all of 
Tonga Power’s customers.

Smart meters will allow TPL to offer alternative 
methods of billing and allow our customers 
to prepay their  electricity bills. The project 
will also allow TPL to monitor more closely 
the quality of power we distribute to our 
customers.  

Other major projects are in the pipeline are 
awaiting funding support in order to meet 
TERM objective of a 50% RE by 2020. 
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OUR PEOPLE

The success of any business is built on committed 
employee and TPL’s success reflects the efforts of 
its employees. We continue to invest in developing 
leadership skills and technical capabilities of staff. 
TPL utilizes training, development and leadership 
programmes to build critical skills which prove 
successful in enhancing employee engagement.  

Our people’s health and safety is of paramount 
importance in maintaining the highest standards of 
operational excellence. Health and safety remains 
the primary focus for TPL management and Board 
of Directors. It should be noted that there has been 
a significant increase in HSE performance over the 
past year as we continue to strive to prevent fatalities, 
loss time injuries and medical time injuries through 
newly introduced incident and hazard reporting 
system.

A key priority for the current financial year is improved 
initiatives to develop the company’s health and 
safety culture and rigorous target setting and 
reporting of the relevant measures which links to TPL’s 
strategic objectives. 

In April 2016 we reached an arrangement with the 
Asian Development Bank, to send six (6) of our line 
staff to assist with the efforts to repair the damages to 
the electricity distribution network caused by Tropical 
Cyclone Winston in Fiji. This provides a unique and 
sought after opportunity for the linesmen to take their 
skills and development to a new level, being able to 
work alongside their equals within the Fiji Electricity 
Authority (FEA). 
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During the year we continued to support the 
community in which T$16,000 was allocated to 
sponsor our Olympians that represented Tonga in the 
Rio Olympic Games. This sponsorship was mainly to 
support the team in the Tonga Archery Federation 
and Tonga Taekwondo.

COMMUNITIES

While the electricity industry worldwide is facing 
significant change as the penetration of renewable 
energy creates challenges to traditional business 
models, I feel confident that TPL is well positioned to 
cope with the challenges ahead. 

I remain focused on achieving our objectives 
and will continue to improve the quality and cost 
effectiveness of the customer experience and 
ensure our shareholders receive appropriate 
dividend returns from their investments in Tonga 
Power.

I would like to take this opportunity to acknowledge 
the effort of all TPL employees whom have 
collectively contributed to the delivery of our goals 
and objectives and to a highly credible financial 
result for the year. 

I sincerely thank our customers, our Chairman of the 
Board, Mr Carl Sanft and Directors, our shareholding 
Minister, Hon.Poasi Tei and all other stakeholders for 
their ongoing and valued support. 

Robert Matthews 
CEO, Tonga Power Limited. 

LOOKING FORWARD 
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TPL Core Purpose 

 
 

 
 

TPL’s core purpose/corporate strategy is to deliver the Government of Tonga’s vision for 
the energy sector and to deliver on the Nation’s target for energy via its strategies 
identified in its Business Plan. GoT also calls for TPL to be financially sustainable. The 
values and key imperatives are the foundation to successfully achieving our Core 
Purpose. All these elements together achieve the broader energy outcomes at National 
level. 
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TPL’s core purpose/corporate strategy is to deliver the Government 

of Tonga’s vision for the energy sector and to deliver on the Nation’s 

target for energy via its strategies identified in its Business Plan. 

GoT also calls for TPL to be financially sustainable. The values and 

key imperatives are the foundation to successfully achieving our 

Core Purpose. All these elements together achieve the broader 

energy outcomes at National level. 
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KEY STRATEGIES 
INITIATED AND 

RELATIVE SUCCESS
TPL have formulated six business level strategies as shown in the Table 

below. The Table also shows the expected benefits, how each strategy links to 
the vision, tangible measured objectives and key challenges that TPL is facing 

in achieving the corporate strategy set forth in TPL Business Plan.

  

Key strategies initiated and relative success 

 
 

TPL have formulated six business level strategies as shown in the Table below. The 
Table also shows the expected benefits, how each strategy links to the vision, tangible 
measured objectives and key challenges that TPL is facing in achieving the corporate 
strategy set forth in TPL Business Plan. 

	
Strategic	Objectives	&	Challenges 

ID Strategic	Objective Benefits Link	to	Vision Measures Key	Challenges 
	

1 
Achieving	50%	electricity	generation	from	
RE	generation	by	2020	in	order	to	achieve	
the	government	TERM	objective	and	
significant	tariff	reductions. 

Tariff	 reduction,	 Increase	
economic	efficiency	and	
growth 

	
Affordability,	
Sustainability 

	
Fuel	Displacement	(%),	
Tariff	reduction	(%) 

Seeking	funding	for	selected	projects,	building	
relationships	with	donors,	slow	progress	rate,	
managing	power	purchase	agreement	with	IPP	
owners. 

	

	
2 

	
Adopting	technologies	to	manage	the	
complexities	arising	from	increasing	RE	
penetration. 

	
Enhance	grid	stability,	
security,	safety	and	reliability	
of	supply 

	
	
Safety,	Reliability,	
Sustainability 

	
	
SAIDI,	Maintenance	cost,	
Outage	frequency 

Very	expensive	to	implement	smart-grid	
technology,	may	difficult	to	seek	funding	for	asset	
improvement/replacement,	immature	energy	
storage	technologies,	develop/update	asset	
management	plans 

	
	

3 

	
Improving	the	network	and	replacing	
ageing	assets	to	improve	safety	and	
reliability	of	TPL's	services. 

	
Improve	power	quality,	line	
losses,	and	reliability	of	
supply	(or	N-1	security) 

	
Safety,	Reliability,	
Sustainability,	
Affordability 

Number	of	hazards,	
SAIDI,	Line	Loss,	
Compensation	paid	to	
households	for	voltage	
fluctuations 

	
Seeking	funding	for	selected	projects;	update	
asset	management	plans,	compliance	with	ECC	
standards,	human	resource	availability. 

	
4 

Cultivating	a	hazard	free	safety	culture	to	
minimize	any	electrical	hazards	to	both	
public	and	staff. 

Reduce	number	of	hazards,	
incidents,	accidents	and	near	
misses 

	
Safety 

Number	of	Loss	Time	
Injuries	(LTI)	and	
Incident	reports 

Regulation	promulgation	takes	considerable	
amount	of	time,	HSE	structure	requires	clarity 

	
	
	

5 

	
Investing	on	world-class	business	
processes	and	systems	in	order	to	improve	
operational	efficiency	and	quality	of	TPL's	
services	to	customers. 

Reduce	non-value	added,	
increase	quality	of	service,	
reduction	in	customer	
complaints,	increase	
employee/customer	
satisfaction 

	
	
	

Sustainability 

	

Employee	retention	rate,	
Employee	Productivity,	
Customer	complaints 

	
Key	staff	constraints	leading	to	outsourcing,	
minimising	very	high	consultation	costs,	
compliance	with	overburden	policies	and	
procedures 

	

	
6 

Managing	all	external	funding	and	internal	
financing	sources	successfully	in	order	to	
maximise	the	shareholder	wealth	for	the	
best	interest	of	the	company	and	the	
people	of	Tonga. 

	
Cost	reduction,	increase	
profit,	tariff	reduction	through	
investing	on	right	projects 

	
	
Affordability,	
Sustainability 

	
	
Revenue,	Net	Profit	After	
Tax,	Return	on	Equity 

Seeking	free	or	low	cost	funding,	Lack	of	clear	
policies	on	hedging,	self/group	interest	on	
implementing	wrong	projects,	possible	
government	tariff	freeze,	unfavourable	economic	
activities 

	
During the 2015/16 year, the following strategies were developed and delivered 
through the company Business Plan. The relative outcome of the each strategy is 
described. 

 
	
	
	
	
	
	
	

2	

14



During the 2015/16 year, the following strategies were developed and delivered through the company 
Business Plan. The relative outcome of the each strategy is described.

The above six strategic objectives were translated into a set of strategic measures which are then tracked on 
an annual basis to ensure we operate within the set targets. 

  

Strategic	Objective Progress	Achieved	during	2015/15	FY 
Achieving	50%	electricity	generation	from	RE	
generation	by	2020	in	order	to	achieve	the	
government	TERM	objective	and	significant	
tariff	reductions. 

Although	large	capacities	of	Renewable	
Energy	were	not	introduced	during	the	FY	
significant	progress	was	made	with	potential	
IPP’s	as	well	as	with	the	introduction	of	Wind	
Generation	by	NZ	or	Japan.	Several	small	size	
solar	PV	systems	were	introduced	during	the	
FY. 

Adopting	technologies	to	manage	the	
complexities	arising	from	increasing	RE	
penetration. 

Although	delayed	the	stage	of	implementing	
fourth	feeder	and	introducing	a	ring	network	
to	the	greater	eastern	district	of	Tongatapu	
will	commence	imminently	with	equipment	
currently	arriving	in	country.	Specifications	
for	a	new	SCADA	system	are	being	drafted	
and	Technical	Assistance	to	develop	a	new	
Grid	Operating	Code	has	been	secured. 

Improving	the	network	and	replacing	ageing	
assets	to	improve	the	safety	and	reliability	of	
TPL’s	services. 

The	Tonga	Village	Network	Upgrade	Project	
(TVNUP)	Stage	2	and	3	continues.	The	
Ha’apai	Cyclone	Ian	Recovery	(HCIRP)	Project	
was	completed	and	the	Network	
Rehabilitation	portion	of	the	Outer	Islands	
Renewable	Energy	Project	(OIREP)	has	
commenced	in	‘Eua. 

Cultivating	a	hazard	free	safety	culture	to	
minimize	any	electrical	hazards	to	both	
public	and	staff. 

An	electrical	safety	awareness	campaign	was	
approved	by	the	Board	and	this	is	currently	
being	implemented	in	various	ways	including	
visits	to	primary	schools	and	to	explain	to	the	
children	the	dangers	of	electricity.	The	
Electricity	Commission	has	also	made	closer	
observations	of	the	dangers	of	electricity	
running	a	safety	workshop	during	the	FY. 

Investing	in	world-class	business	processes	
and	systems	in	order	to	improve	operation	
efficiency	and	quality	of	TPL’s	services	to	
customers. 

An	Enterprise	Resource	Planning	(ERP)	
system	has	been	sourced	from	Technology	1	
and	is	currently	being	implemented.	The	
implementation	of	Smart	Prepay	Metering	
also	continues.	This	will	help	consolidated	all	
of	TPL’s	systems	and	improve	efficiency	as	
well	as	the	service	provided	to	the	
consumers. 

Managing	all	external	and	internal	funding	
sources	successfully	in	order	to	maximise	the	
shareholder	wealth	for	the	best	interest	of	
the	company	and	the	people	of	Tonga. 

TPL	continues	to	benefit	from	major	funding	
support	from	development	partners	the	
private	sector	and	the	public.	However	
significant	investment	is	also	being	made	by	
TPL	itself	particularly	in	the	business	process	
and	service	improvement	areas. 

	

3	
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A SUMMARY OF THE PERFORMANCE MEASURES FOR THE FY 2015/16 
ARE SHOWN IN THE TABLE BELOW:

  

The above six strategic objectives were translated into a set of strategic measures which are 
then tracked on an annual basis to ensure we operate within the set targets. A summary of the 
performance measures for the FY 2015/16 are shown in the table below: 

	

	
	
	
	
	
	
	
	

4	
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ELECTRICITY CONCESSION CONTRACT

Tonga Power continues to work very closely with 
the Electricity Commission (regulatory authority) 
in ensuring compliance with the requirements 
of the Electricity Contract II, which became 
effective in September 2015. TPL met the majority 
of its obligations under the service levels set out in 
Schedule 1 of the Electricity Concession Contract. 
There was one partial compliance, which was six 
occurrences of breach in voltage standards. This 
breach is inevitable because of the existence of 
some of the deteriorated sections in TPL’s distribution 
network, which will be addressed through the village 
network upgrade projects.

However, an issue worth noting is that house wiring 
is the responsibility of EC, and TPL sees that the old 
Wiring By Laws developed and promulgated in 1985 
are deficient in regard to electrical safety. It is  worth 
noted that all electrical contractors in Tonga adopts 
the international AS/NZ 3000/2007 Wiring Code to 
ensure electrical wiring safety while the Regulation 
is still under consideration by Government – new 
regulation has been drafted to replace the 1985 
Bylaw.

The Period II Reset Period (2016-2020) began on 1 
July, 2015 where the Non-fuel Regulated Tariff (NFT) 
was re-set for the next (five year) regulatory period 
– from 1 July 2015 until the year 2020. The current 
NFT as at end of June 2016 still stands at 44.35 
seniti, to which TPL has not lodged any extraordinary 
adjustment with the Electricity Commission since the 
reset date. Expected revenues from this tariff over the 
five years covers all operational costs, depreciation 
and allowable returns discounted back to a zero 
Net Present Value (NPV) as at the reset date. In order 
to achieve this, TPL has estimated future growth, 
inflation, recommended return levels etc. as all part 
of this process.

Tonga Power as part of its reporting requirement to 
the Electricity Commission continue to submit reports 
to support the allowance of Capex to be included 
in the Regulatory Asset Value (RAV) on an annual 
basis. At the end of the financial year 2015-16, TPL 
will provide EC with its CAPEX reconciliation to ensure 
that the actual annual spending are still within the 
approved Five year CAPEX plan submitted in the 
RESET. The tariff reset project brought positive outcome 
for Tonga Power Limited and our customers as it sets 
the platform for sustainable cash flows in parallel with 
the outcomes creating a level of increased certainty 
for the company into the future.
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LEGAL, REGULATORY 

AND ENVIRONMENTAL 
ISSUES



PUBLIC ENTERPRISES ACT 2007

The Minister of Public Enterprises continue to remind 
TPL on its requirements and Tonga Power has been 
showing full compliance as at end of June 2016.

Section 18(4)(c) of the MPE Act requires the Board 
of TPL to nominate performance targets by which 
the performance of Tonga Power Limited may be 
judged in relation to its objectives. Tonga Power’s key 
objectives are:

• To provide a safe, reliable and affordable 
electricity supply throughout Tonga.

• To maximise shareholder value while maintaining 
prudent levels of exposure to operational and 
financial risk.

• To ensure sustained downward pressure on 
electricity tariffs.

The following non-financial targets provide indicators 
of the achievement of initial establishment tasks as 
well as customer service levels and efficiency of 
generation and distribution.

  

The interpretation placed on this clause by the Electricity Commission is that customers 
cease ‘self- generation’ and become subject to TPL’s policies and commercial 
requirements if they elect to also connect to the TPL grid. TPL is in the process of finalising 
the “Gross Metering Policy” which will then be issued to the wider public with the purpose of 
protecting TPL through recovering the non-fuel revenue that would otherwise have been 
lost, as a result of self-generation. 
 
Public Enterprises Act 2007 

 
The Minister of Public Enterprises continue to remind TPL on its requirements and 
Tonga Power has been showing full compliance as at end of June 2016. 

 
Section 18(4)(c) of the MPE Act requires the Board of TPL to nominate performance 
targets by which the performance of Tonga Power Limited may be judged in relation to 
its objectives. Tonga Power’s key objectives are: 

 
• To provide a safe, reliable and affordable electricity supply throughout Tonga. 
• To maximise shareholder value while maintaining prudent levels of 

exposure to operational and financial risk. 
• To ensure sustained downward pressure on electricity tariffs. 

 
The following non-financial targets provide indicators of the achievement of initial 
establishment tasks as well as customer service levels and efficiency of generation and 
distribution. 

	
	

Year	ending	30	June	2016 Projection	June	2016 Actual	June	2016 
Customer	service		levels	
Meets	2015	Concession	Contract	
requirements 

	
	

MET 

	
	

Partially		compliant 
	
Available	capacity	
Installed	generation	capacity		(MW) 

	
	

16 

	
	

17.11 

Generating	capacity	utilisation	
Load	factor	(%) 

	

62 

	

66 

Distribution	efficiency	
Line	Loss	(%) 

	

12 

	

11.06 
	
Efficiency		of	generation	
kWh	generated	per	litre	of		fuel 

	
	

4.15 

	
	

4.17 
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THE ELECTRICITY ACT 2007

Tonga Power continue to monitor compliance with 
the Electricity Act 2007.

However, Clause 19(2)(b) of the Tonga Electricity 
Act 2007 impose a challenging impact on TPL 
operations as well . The Clause allows customers to 
‘self-generate’, where self-generation is defined as 
“generating a supply of electricity to meet the needs 
of the party responsible for the generation on any 
on-going basis”. This self-generation reduces TPL’s 
non-fuel revenue as these customers do not currently 
pay a connection fee or the tariff for purchasing 
energy from Tonga power’s grid.
 
The interpretation placed on this clause by the 
Electricity Commission is that customers cease ‘self- 
generation’ and become subject to TPL’s policies 
and commercial requirements if they elect to also 
connect to the TPL grid. TPL is in the process of finalising 
the “Gross Metering Policy” which will then be issued 
to the wider paublic with the purpose of protecting 
TPL through recovering the non-fuel revenue that 
would otherwise have been lost, as a result of self-
generation.



  

Management of business risks 
 

 

 
 
Risk	Id 

 
Description 

 
Inherent	risk	level 

 
Residual	risk	level 

 
Level	of	control 

 
Controls 
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Significant	financial	and	reputation	
losses	to	TPL	due	to	public	lawsuit	taken	
against	company	as	a	result	of	members	
of	public	getting	electrocuted	from	the	
poorly	constructed	network	inherited	
from	the	previous	owners. 

 
 
 
 
 
 
 
Extreme 

 
 
 
 
 
 
 
High 

 
 
 
 
 
 
 
Partially		Satisfactory 

 
1. Policies	and	procedures	to	minimise	risk	of	death,	injury	or	damage	to	third	
parties	(developed,	implemented,	and	adhered	to).	
2. Customer	Services	Agreement	to	manage	liability.	
3. Public	liability	insurance	cover	in	place.	
4. Rebuilding	of	deteriorated	network	(e.g.	TVNUP	and	proposed	NUKUP)	
5. Public	awareness	campaigns. 

 
 
 
 

1 

 
 
 
 

Significant	financial	and	reputation	risks	
to	TPL	due	to	public	fatality	or	serious	
injury	to	a	household	by	touching	live	
electrical	applinaces	accidentially	due	
lack	of	electrical	hazards	awareness. 

 
 
 
 
 
 
 
 

 
Extreme 

 
 
 
 
 
 
 
 

 
High 

 
 
 
 
 
 
 
 

 
Partially		Satisfactory 

1. Public	awareness	programmes	at	village	level	in	association	with	village	
upgrade.	
2. Essential	network	safety	upgrades	and	maintenance	has	been	increased,	
measured	and	monitored	with	regular	network	inspections.	
3. Staff	and	pubic	liability	insurance	[in	place].	
4. Public	awareness	TV	Adverts	commenced	in	Nov	11.	
5. Apply	pressure	on	EC	to	conduct	household	wiring	audits.	
6. Negotiate	with	donors	to	fund	installation	of	RCDs	at	every	unsafe	house	-	still	
has	not	been	done! 
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Significant	reputation	loss	to	TPL	as	a	
result	of	a	major	public	and	media	
outcry	if	TPL	is	unable	to	provide	the	
people	of	Tonga	expected	tariff	
reduction	in	the	year	2020	with	the	
introduction	of	50%	renewable	energy	
generation. 

 
 
 
 
 
 
 
 
 
 
 
 

Extreme 

 
 
 
 
 
 
 
 
 
 
 
 

High 

 
 
 
 
 
 
 
 
 
 
 
 

Satisfactory 

1. 13	seniti	tariff	reduction	is	certain	if	50%	RE	penetration	is	achieved.	
2. Firm	generation	(other	than	diesel)	such	as	"energy	storage	devices",	use	of	bio	
fuels,	and	"biomass	energy	generation"	are	required	to	shut	down	stand	by	
operation	of	'load	follow	up	generators'	that	need	to	be	kept	running	to	provide	
spinning	reserve.	
2. Negotiate	with	development	partners	to	obtain	grant	funds	for	RE	generation	
projects	-	ongoing.	
3. Regular	review	of	project	development	and	implementation,	with	an	eye	on	
2020,	enabling	stakeholders	to	be	kept	informed	with	realistic	expectations.	
4. Negotiate	cost	effective	IPP	contracts	that	reduces	tariffs	-	Contract	signed	Sep	
2016.	
5. Control		costs. 

 
 

 
9 

 
 

 
Significant	financial	and	reputation	
losses	to	TPL	due	to	any	public	
discontent	resulting	from	unaffordable	
electricity	tariffs	through	rising	oil	price. 

 
 
 
 
 
 
 
Extreme 

 
 
 
 
 
 
 
High 

 
 
 
 
 
 
 
Partially		Satisfactory 

1. Renewable	energy	projects	have	reduced	tariff	by	2.5	seniti	per	annum,	tariff	
decreased	from	78	seniti	to	69	seniti	as	of	March	2016.	
2. Govt.	initiated	50%	renewable	strategy	just	commenced.	Tariff	is	expected	to	
reduce	by	13	seniti	by	2020.	
3. Declining	diesel	costs	
4. Government	initiated	15%	reduction	in	Non-fuel	Tariff	initiative	through	cost	
cutting. 
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Significant	revenue	losses	to	TPL	due	to	
staff	or	customers	making	illegal	
connections,	meter	tampering	to	by-	
pass	electricity	meters	or	falsification	of	
meter	readings	by	staff. 

 
 
 
 
 
 
 
 
Extreme 

 
 
 
 
 
 
 
 
High 

 
 
 
 
 
 
 
 
Satisfactory 

1. Meter	reading	audits/inspections	on	suspicious	meters	
2. Staff	selection	and	rotation	
3. Impose	very	high	penalties	($500,$1000,	and	$3000	for	single	phase,	three	phase	
and	CT	meters	respectively).	
4. Rewards	to	informers	($100,	$200	and	$300	rewards	for	single	phase,	three	phase	
and	CT	meters	respectively). 

The Risk and Compliance Unit of TPL are responsible 
for the identifying, assessing and monitoring of all risks 
that the company are exposed to. A risk register is 
maintained with the Unit and a quarterly review of all 
risks are done at the executive level to ensure that the 
risks are addressed and/or kept to a minimum.

There are about fifty risks that are managed by the 
Risk and Compliance Unit and five of the major high 
risks that TPL exposed to after applying the established 
Controls and measures are outlined in the above 
table.

Risk ID 9 impacted positively as the global oil price 
declined around February 2016. As a result the 
electricity tariff decreased from 78.68 seniti/kWh to 
69.99 seniti/kWh which has benefited customers 

greatly. The tariff reduction also included the 2.2 
seniti decrease due to the existing renewable energy 
generation. Risk ID 21 is considered a risk and TPL have 
put measures in place to protect the company from 
going insolvent, including revising the existing Small 
Distributed Policy and Net Metering Policy which will 
be issued to the wider public before end of 2016. The 
Electricity Commission have shown greater support in 
progressing this initiative forward. The Risk ID 31, power 
theft, is always a risk to TPL. However, the impact (i.e. 
revenue losses) from this risk has been minimised due 
to strong controls in place for risk mitigation.

The rest of the risks outlined in the table above are 
closely monitored on a regular basis to ensure that 
the controls are effective and will minimise impact/
loss to the company if exist.
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MANAGEMENT OF 

BUSINESS RISKS



GENERATION VS. CONSUMPTION

Total generation (diesel 
plus renewables) in all 
four islands groups for 
year ending June 2016 
was about 60.0GWh, 
an increase from 
55.4GWh in the year 
2014/15. Out of total 
power generated, 
53.3GWh were billed 
to the customers and 
parasitic and line 
losses contributed to 
1.4GWh and 4.9GWh 
consecutively. The 
individual island 
generation and 
consumption are shown 
in the graph.

According to the above table, Tongatapu 12 month 
generation increased by 9.24% over the year in 
line with total consumption improvements as well 
as total losses (parasitic and line) largely reflecting 
the fully operational new Gensets where in off peak 
times, some of the generators needs to be switched 
off. Vava’u generation slightly decreased however 
total consumption goes the opposite direction. 

A comparison of the increase/decrease of power generation and consumption from FY 2015 to FY 2016 
is shown in the tables below.

	

  

Product/Service and Supply Issues  
 

Generation vs. Consumption 
 

Total generation (diesel plus renewables) in all four islands groups for year ending June 
2016 was about 60.0GWh, an increase from 55.4GWh in the year 2014/15. Out of total 
power generated, 53.3GWh were billed to the customers and parasitic and line losses 
contributed to 1.4GWh and 4.9GWh consecutively. The individual island generation and 
consumption are shown in the graph below. 

	

	
	

A comparison of the increase/decrease of power generation and consumption from FY 
2015 to FY 2016 is shown in the tables below. 

	
Annual	Generation	&	Consumption	Variance	from	2014/15	to		2015/16  
 	

Generation	
Increase/Decrease 

	
Billed	
Increase/Decrease 

	
Parasitic	Losses	
Increase/Decrease 

	
Line	Losses	
Increase/Decrease 

Tongatapu 9.24% 9.13% 26.13% 5.22% 
Vavau -0.17% 0.79% 7.43% -9.54% 
Haapai 7.22% 11.09% 14.32% -36.84% 
Eua 11.82% 13.14% -2.69% 3.44% 

Total 8.36% 8.50% 24.07% 2.55% 

Similar to Tongatapu, parasitic losses for Vava’u 
goes up while total line losses decline. Ha’apai 
generation and consumption improved largely 
reflecting the improvement to network. Ha’apai line 
losses increased significantly improved where it fell 
by 36.84% while total parasitic losses rose slightly by 
3.44%. ‘Eua consumption and generation increased 
so as total line losses while parasitic fell 2.69%.
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PRODUCT/SERVICE 
AND SUPPLY ISSUE



The nature of solar PV generation without 
storage, limits its usefulness to daytime only. 
Total renewable energy generation for the 
FY 2015/16 year was 4,731MWh, which 
was a 27% increase from the previous year 
2014/15 year figure of 3,730MWh. The graph 
below shows the contribution to renewable 
generation from each renewable energy 
plant. Maama Mai’s contribution was the 
highest at 56%, then Mata ‘o e La’a at 
19%, and Vava’u solar plant contributed 
12% of the total renewable generation.

The chart below shows all generation mix connected to the grid and how each sector contributes to 
overall generation as at June 2016.

• TPL micro solar (65.75kW in total), includes: 
Takuilau school, Tupou College, Beulah High 
School, Alonga roof-top solar, Tailulu College, 
Apifo’ou College, Pole top solar (estimate only 
as no meters are available);

• Third party micro solar (574kW in total), includes: 
St Andrews School, Sefo Ramanlal, Soane 
Ramanlal, Owen Muller workshop, Utu’one 
Residence, Molisi Tonga, LDS high school, ‘Eua, 
Vava’u High School, etc.;

RENEWABLES GENERATION

	

	

• TPL wind (22kW) consists of Nakolo and Ha’apai 
wind turbine: Seasonal wind conditions are 
reflected in the above figures because wind 
energy presents a higher degree of uncertainty.
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FUEL SAVING FROM RENEWABLES

Because TPL’s tariff is the same for all four islands, 
the savings produced by the renewables is shared 
by all consumers. For the twelve month period of 
July 2015 – June 2016, fuel saving from renewable 
energy was about 1,112,788 litres. The fuel saving 
for the same period last year was 809,560 litres, 
37% saving increase, however TPL’s overall diesel 
fuel consumption increased reflecting increased 
consumption much higher than the increase in the 
existing solar penetration thus the effect cannot 
be fully revealed (fuel displacement in Tongatapu 
alone was 5.4%). This also reflects the inability of 
the solar generation to address peak load demand 
given the absent of a storage facility.

The following graph shows the accumulated fuel 
saving in TOP dollars for the last two years. The fuel 
saving in the year 2014/15 was $TOP1,356,687 and 
$TOP1,292,657 for the year ended June 2016.
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As shown in the diagram above, Tonga Power 
uses a ‘Systems Approach’ to achieve continuous 
improvement and therein maximise profit to the 
shareholder. During our Annual Strategic Planning 
Meeting, the long-term Vision is translated into 
tangible Strategic Objectives. Then the strategies 
are developed in order to achieve these 
objectives. Strategies are delivered through a 
comprehensive Business Plan. Tonga Power 
Business Plan for the 3 year 2017-2020 outlines 
plan and strategies set forth by the Directors and 
Management of Tonga Power Limited to achieve 
its goals.

Our Asset Management Plan assists in managing 
the Company’s assets throughout their life cycles 
from procurement, operation, maintenance, 
disposal and renewal stages. TPL’s HSE Plan 
ensures safety for our staff and the public from 
potential electric hazards. All day-to-day tasks 
are performed in compliance with our Company 
policies and procedures. TPL uses Xsol software for 
process redesign and improvement. Company 
risks (e.g. Cyclones) are managed through 
Quantate Risk Management Software which assist 
in analysing, evaluating and treating company risks 

	
and controls.

Furthermore, an Enterprise Resource Planning 
System was purchased during the year which 
integrates and unifies information from different 
business units enabling a single source of truth 
which is the foundation for Business Intelligence 
and analytics. In other words, this system will 
integrates all information across the business units 
and functions embracing procurement, inventory 
management, finance & accounting, billing and 
revenue collection, payroll, etc. It is expected that 
the system will go live in September 2016.

Performance Management System ensures that 
the desired outcomes are achieved. If desired 
outcomes (i.e. objectives) are not achieved, it is 
then reviewed at the next strategic planning session 
(shown in the feed-back loop in the system diagram 
shown above). For example, if TPL does not achieve 
the desired outcomes (e.g. Net Profit After Tax) in 
any given year due a Cyclone, this is fed back to 
the strategic review session and a corrective action 
is developed to review and update the Company 
Business Continuity Management Plan (BCM Plan) 
in order to mitigate the impacts from Cyclone risks.
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BUSINESS SYSTEM AND 

OTHER RESOURCES



DISTRIBUTION OR SYSTEMS LOSSES

FUEL EFFICIENCY

	

System loss is the energy lost through the network whilst 
delivering energy to customers and is measured as 
a percentage loss. The lower the system losses, the 
better it is.

The graph below shows 
the movements of system 
losses for all island groups 
against the regulatory target 
of 13.0%. The overall system 
losses for all four grid island 
system have decreased by 
about 41% since 2011 to 
2016. In energy term, TPL 
have reduced about 0.3 

Fuel efficiency is the measure of number of kWh 
generated per one litre of diesel. The higher the fuel 
efficiency, the better the performance.

The graph below shows that TPL has been operated 
above the fuel efficiency targets for all island groups 

	

Fuel	Efficiency	-	All	Islands	
4.40	
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4.00	
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Actual	-	2014/15	

million kWh of energy losses from 0.7 million kWh (in 
2011) to 0.4 million kWh (in 2016). Over the years, this 
energy saving has contributed to some reduction in 
diesel saving and a correlating reduction in the fuel 
tariff.

Various network upgrade and Village Upgrade 
projects have contributed to the reduction of system 
losses.

(weighted average of 4.05kWh) largely reflecting the 
newly operated gensets. However, the FY 2014/15 
was not a good year as fuel efficiency has been 
under achieved. There are two main reasons for 
TPL not achieving fuel efficiency targets. One is due 
to the old generator sets and second is due to the 
higher targets set by the Electricity Commission.

Introduction of renewable energy plants is also a 
contributing factor to a reduction in diesel  fuel 
consumption as the generators are required to run 

and kept in stand-by mode for any 
intermittent nature of solar plants. 
The Electricity Commission has 
relaxed the fuel efficiency target 
(from 4.16 kwh/l to 4.05kwh/l) for 
the second regulatory period 
starting July 2015 to 2020, one 
of the reason why we have over 
achieved the regulatory target. This 
also has a corresponding positive 
impact on the fuel tariff.
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OTHER OPERATIONAL 

ISSUES



RELIABILITY MEASURES (TONGATAPU)

TARIFF VS. DIESEL PRICE

	

Reliability measures indicate the average interruption 
time that a customer experiences without power 
supply due to a network failure and measured for a 
certain period. One of the key reliability measure is 

SAIDI (System Average Interruption 
Duration Index). SAIDI measures 
the average total duration of 
interruption per connected 
customer. The following graph 
shows the accumulated SAIDI (in 
minutes) for the twelve months 
period from July to June 2016 
compared with the previous year. 
During the last twelve months 
period on average a connected 
customer has experienced about 
1326 minutes (about 22 hours) 
power outage.

Consumers in the four main island 
grids of Tonga have seen on-going 
electricity price decreases and 
comes as welcome boost for 
the Tongan economy. The diesel 
price fell about 27% from
$TOP1.4/ltr (in July, 2015) to 
$TOP1.0/ltr (June, 2016). This diesel 
reduction translated to about 
15% reduction electricity tariff in 
Tonga from 80 Seniti/kWh (in July, 

The following graph shows the actual electricity tariff path since July 2012 to June, 2016.

	

	

2015) to 69.9 Seniti/kWh (in June 2016). The graph 
below shows the variation of fuel and non-fuel tariff 
components along with the price of diesel. The graph 
shows a record low diesel price since January 2015.
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TARIFF VS. 50% RENEWABLE ENERGY GENERATION

The Government of Tonga (GoT) has set 
a 50% renewable energy target and 
established the Tonga Energy Road Map 
(TERM) as a plan to achieve this target. In 
order to achieve the 50% RE generation 
(i.e. RE Penetration) objective, eleven (11) 

It is expected that there will be a 13 seniti/kWh reduction in the Fuel Tariff Component 
when the penetration reaches 50% in 2020 once all projects are completed.

  

Tariff vs. 50% Renewable Energy Generation 
 
The Government of Tonga (GoT) has set a 50% renewable energy target and established the Tonga 
Energy Road Map (TERM) as a plan to achieve this target. In order to achieve the 50% RE generation 
(i.e. RE Penetration) objective, eleven (11) key projects have been proposed for implementation in 2016 
and the years to follow. The below table shows the names and types of these projects and their estimated 
contribution to the overall 50% RE penetration target. 

	

	

It is expected that there will be a 13 seniti/kWh reduction in the Fuel Tariff Component when the penetration 
reaches 50% in 2020 once all projects are completed.	

 

 
 

key projects have been proposed for 
implementation in 2016 and the years to 
follow. The below table shows the names 
and types of these projects and their 
estimated contribution to the overall 50% 
RE penetration target.
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Operation Report 
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The end of 2015 saw us having a change 
of power generation management due 
to the previous manager resigning. Early 
2016, installation work begun on the new 
11 kV switch board at the Popua station 
.This is to mitigate risk of extended long 
term outages due to the old board having 
a major failure. The new switchboard was 
commissioned in April 2016 with no real 
problems. All the island three feeders 
are fed from this new switchgear. The old 
switchgear can be completely isolated 
and the new board has a bus tie in the 
middle of it which can be opened to 
allow only half the switchgear to isolated 
at a time for a fault or maintenance. There 
was a bit of work involved with the energy 
logging SCADA system, which is quite a 
complex issue for us and hopefully be 
resolved in the new future.

The island group Ha’apai posed some 
unexpected problems for the generation 
department when the distribution network 
was changed over to 11 kV from 6.6 kV, 
with the new ABC HV conductors. The 
generator sets tripped off at light loading 
of the island. It was found the generator 
sets were having to deliver a capacitive 
reactive load and were shutting down to 
protect against too high system voltage. 
The distribution network was then put back 
to 6.6 kV to reduce the effects of the new 
cable’s extra capacitance. A piece of 
power factor correction equipment has 
been purchased and will be fitted during 
October 2016.

The problem with seawater pump motor 
overheating of the Mak station has 
been solved with the adding of a sleeve 
extension which generate a flow cooling 
the motor windings. 

Also of great interest is the installation of the 
OIREP PV solar systems in ‘Eua and Ha’apai. 
The Ha’apai system will be the first system 
here in Tonga with a sizable battery storage 
system fitted to it. This will bring Ha’apai 
and ‘Eua into the realm of having 50 % 

renewable energy by 2020.

With regard to Tongatapu, we now see the 
need to fit large storage to our network here 
to keep it stable if any large solar projects 
come on the grid, which is happening. 
Right now we are putting a lot of time into 
studying the best storage systems and 
control/monitoring systems on the market 
as this is a very important aspect of the 
renewable energy supplies like wind and 
solar, which are very erratic in their output. 
The storage will smooth out the erratic 
output, making the diesel generator set 
control stable and at light loading times, 
even be able to have all generator sets 
shut down.  This large scale system is 
new technology and there is still a lot of 
development going on with this, so we 
have quite a challenge here to deliver the 
correct product for Tonga.

Safety is still regard as a top priority topic for 
the Power Generation team. Weekly safety 
meetings, staff attending monthly Health 
and Safety meetings and Drill exercise 
were also carried out during the year.
This year has been challenging, taking on 
some more staff to assist with daily operation 
and also to train up on renewable energy 
as this is the way we are heading. We are 
in the face of quite major changes in the 
electrical power supply industry. It is an 
exciting time. Fortunately this is a worldwide 
issue, so we are in discussions with other 
power companies who are going down 
this path and some have very recently 
put similar systems in which we need to 
evaluate our selves and with consultants to 
confirm a successful outcome for Tonga’s 
renewable energy road map.

Murray Sheerin 
Power Generation Manager
Tonga Power Ltd 
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It has been another busy and challenging year for the Distribution Division following on 
from the aftermath of TC Ian Restoration in 2014, several major projects have been 
undertaken and accomplished.

• The Ha’apai Cyclone Ian Reconstruction 
Project (HCIRP) rolled onto the 15-16 
financial year with the planned 
completion of the network rebuild by 
December 2015.  This was completed 
as scheduled, however an issue was 
encountered during the uprating of the 
network from 6.6kV to 11kV.  The issue 
was due to the characteristics of the 
new HV ABC cable coupled with the 
nature of the Ha’apai load demand 
meant that the Generators would not 
be able to adjust to compensate for 
the light loads particularly over the 
weekend.  A decision was then made 
to step the voltage back down to 6.6kV 
on one of the 2 feeders in Ha’apai 
while a solution was being designed 
for the issue.  This solution has come in 
the form of a STATCON (power factor 
correction unit) which will be installed 
at the power station to compensate 
for the high Capacitive load of the 
network.  This will be programmed for 
installation and uprating of the network 
voltage in October 2016.

• Several Hurricanes formed between 
the months of December through to 
March 2016 which fortunately only 
had minor effects on the network.  The 
most notable event was TC Winston 
in February which caused some 
outages and damages to the Vava’u 
network, but nothing compared to 
the destruction and havoc it cause to 
the Fiji Electricity Network and Fiji as a 
whole.  This event paved the way to 
the Fiji Power Restoration supported 
by the Pacific Region Infrastructure 
Facility (PRIF) whereby a team of 6 Line 
Mechanics from TPL were engaged 
on a monthly rotation as part of the 
assistance to Fiji in restoring the power 
supply and fully funded by ADB.  The 
Team was based in Lautoka and was 
assigned to the Township of Ba, restoring 
the HV and LV network to the biggest 
11kV radial feeder over a 4 month 
period between April to August.  The 
assistance was successfully completed 
and the team was highly commended 
on the efforts undertaken.
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• The new switchboard was successfully 
installed in March whereby over the 
period of 2 weeks the Distribution 
team carried out all HV cabling 
and termination under strict outage 
time frames, thereby relocating ALL 
generation and network feeders and 
interconnectors to the new switchboard.

• Over 732 Capital works and 1134 
Operational works were carried out 
during the 15-16 financial period.

• Over 1,500 LED Street Light installations 
were carried out through the 4 islands

• The Villages planned under the TVNUP 
was successfully completed, bringing 
the team past the township of Ha’ateiho 
and heading East.

• The installation of 500 smart meters 
including communication devices 
were successfully installed and 
achieved over 99% pass rate under 
operation.

• The commencement of the Outer 
island Renewable Project (OIREP) 
network rebuild in ‘Eua started with the 
procurement of cables and hardware 
and with the first team starting site works 
in April with the plan to complete by 
April 2017 and onwards to Vava’u.

• There was a reduction of 1,372 customer 
disconnection which was also a similar 
trend on the number of reconnections 
reduction of 1,700 when compared to 
the previous financial year

• An increase of 152 customer 

connections from 472 to 624 customer 
connections when compared to the 
previous financial year.

As part of the organizational restructure, 
the position of Distribution Manager and 
Design & Planning Manager which were 
both expatriate positions, was readvertised 
and both roles was appointed internally 
and localised.  There has been an increase 
in the number of technical staff whom are 
female and engaged through project 
works under the Line Mechanic pathway 
whereby in total there are over 11 female 
technical staff with another 2 employed 
under casual employment from the Tonga 
Institute of Technology (TIST) as part of TPL’s 
Gender Inclusion Strategy.
Forward Distribution planning as part of the 
enabling network reconfiguration to allow 
the full penetration of 50% Renewable 
Energy by 2020, the existing radial network 
configuration on Tongatpau is going to be 
reconfigured into a Ring Topology Network 
and works have begun during this financial 
period.  This involves the upgrading of 
several existing overhead sections, the 
upgrading of the Submarine cable from 
the power station to Folaha, installation 
of several smart grid equipment and the 
installation of the communication system 
back to the power station.
The Distribution Network across all 4 islands 
will see a total transformation from its 
existing capacity as we draw closer to 
the 2020 goal of 50% renewable energy 
penetration and it is worth noting that the 
achievements over the 15-16 financial 
period have formed a firm foundation of 
how best to prepare our network to more 
and more renewable energy.
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This year has been historical for the Tonga 
Power Human Resources Unit. 

Tonga Power recognized the importance 
of its human resources supporting function 
during the organisational restructure in 
October 2015. The organizational restructure 
focused mainly on talent management, 
leadership development, succession 
planning and performance management 
in line with the Business Plan strategic priorities. 
As part of the organizational restructure 
Human Resources  was separated from 
Administration to align with the expected 

work volume for the next coming years while 
supporting Tonga Power’s vision to provide 
safe, reliable and affordable electricity to its 
customers.  

Tonga Power staff population increased by 
16 established staff at year end to a total of 
193 (89%) and decreased by 5 to a total 
of 25 casual staff (11%) compared to the 
previous years.  As clearly shown below, 
Tonga Power is a male-dominated industry 
due to the nature and dynamics of work 
despite the significant progress in female 
labour force participation over the years.    

In addition, there are more than 25% of the total staff population who have been continuously 
working since the establishment of Tonga Power Limited on the 25 July 2008. The loyalty of 
our staff contributes largely to the execution of our succession plan. This was demonstrated 
by three expatriates leaving during the year with the assurance that business continuity 
would prevail and that the successors are knowledgably equipped with the customers and 
stakeholders witnessing no disruptions to Tonga Power’s normal business operations.        

Due to the fast and increasing demand of power consumption, Tonga Power consistently 
ensures that the people in the outer islands are provided with the same services through 
its offices and stations.  At the same time, the Head Office staff in Nuku’alofa provide 
supporting services in daily collaboration with the teams in the outer islands for business 
continuity regardless of where the services are based.
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Tonga Power continued to implement its Business Plan strategic 
priority in upskilling key employees.  For instance, the Strategic 
Development Manager attended the Isolated Power System 
Connect 2015 workshop with the University of Tasmania Faculty 
of Science, Engineering and Technology in November 2015.  
In April 2016, the Outer Islands Renewable Energy Project 
Manager and the Project Engineer attended training in Fiji on 

the operation of the solar central system 
in ‘Eua and Ha’apai.  Meanwhile, Tonga 
Power’s recruitment and retention strategy 
supports its staff training and development 
program locally by consulting with the 
field managers and the Tonga Institute of 
Science and Technology to train and recruit 
experienced staff through conducting 
practical work in their final years of school 
with Tonga Power to successfully graduating 
with a Trade Certificate in their areas of 
interest for promising career advancement 
locally and internationally. Furthermore, 
all staff completed the refresher training 
on First Aid in August 2015 with the Tonga 
Red Cross in compliance with the Health, 
Safety and Environment Policy to promote 
occupational health and safety.  

Tonga Power’s culture places people and 
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environment at its core highlighted by the deployment 
of two lines staff teams to Fiji to assist with the Tropical 
Cyclone Winston reconstruction from April to June 
2016. The deployment allows our staff to expand 
their capabilities while networking and engaging in 
new lines work with Tonga Power’s values in mind at 
all times. 

The Human Resources Unit continued to drive the 
staff annual performance management while 
ensuring that all the staff objectives are aligned to 
the Business Plan through their respective contract of 
employment.

Human Resources policies and related procedures 
were reviewed to be in line with the current practice 
as well as regulatory requirements. In June 2016, 
the Board approved the Voluntary Redundancy 
Policy in addition to the staff current benefits and 
compensations. In the coming years, Human 

Resources are committed to assist the Risk and 
Compliance Unit on people related issues to ensure 
100% compliance with policies and procedures.      
The Human Resources Unit is currently drafting its first 
ever Human Resources Strategy Plan in full support 
of the Business Plan to establish a right path forward.  

Moreover, the Human Resources Information System 
will be implemented next year as part of Tonga Power’s 
initiative and will be another successful milestone to 
streamlining its human resources processes and ease 
of information accessibility. Our priority will be to provide 
specialised and enhanced supporting services to our 
staff for transparency and continuous improvement 
in the areas of communication, occupational health 
and safety, policies and procedures and training 
and development to maintain organizational high 
performance of role modelling Tonga Power’s 
principles and key imperatives to achieve business 
objectives.
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Marketing and 
Communications
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TPL’s shares of Home Gas and Tonga Gas 
provides the company with the ability for a 
more holistic approach to energy services. 
Tonga Power sees Home Gas as a means 
of providing improved customers services, 
becoming a one-stop shop for home 

i. Market Share energy utilization. 
Home Gas and Tonga Gas provides 
dividend to Tonga Power Ltd and at this 
stage Home Gas aims to return an NPAT 
of approximately over $100k per annum. 
TPLs shares provides opportunities for Tonga 
Power to encourage customers to use gas 
where this helps avoid costly upgrades or 
investment in electricity assets.

Communicating TPL’s strategic objectives, 
educate and enhance customer 
awareness about our core purpose and the 
services we provide to our customers. 

We continue our commitment to 
communicating our strategy for 2015-2020 
of delivering safe, reliable, sustainable 

ii. Communications and affordable services, through strategic 
projects. Doing so, we engage with the 
stakeholders to support and promote our 
strategic vision and goals. 
In May 2016, TPL implemented an electrical 
safety awareness campaign with the aim 
to raise public awareness of the hazards 
associated with electricity to raise awareness 
of the general public on electrical safety 
associated with the distribution network 
and the use of electrical appliances in the 
homes.

The communication and marketing team 
established a joint working relationship 
with the Ministry of Education to include 

iii.    Educational 
Programmes 

presentations from TPL on electrical safety 
at 50 primary schools in Tongatapu. Our 
acknowledgement goes to the senior 
officers of the Ministry of Education for their 
assistance and approval of our request. So 
far we have visited seven Primary Schools in 
Tongatapu. These visits are ongoing and will 
continue on to selective schools in Vava’u, 
‘Eua and Ha’apai. 

iv. Community 
Consultations 

Prior to the implementation of major projects 
in the communities, TPL engages the public 
in dialogues that allows the people to 
understand and support the project that the 
company is currently working. Projects such 
as the Nuku’alofa Network Upgrade Project 
and the proposed Niutoua Wind Project 
have been discussed in the communities 
with priority key stakeholders and the 
local community members. Community 

consultations was also conducted prior 
to the deployment of the smart metering 
project to educate our customers regarding 
the objective of the project and its benefit 
for Tonga overall. The one stop bill payment 
service which consisted of the joint billing 
service of Tonga Power and Waste Authority 
Ltd combined in the power bill was a topic 
of interest that was discussed on the radio 
and television. A joint public consultation 
program was conducted by Tonga Power 
and Waste Authority Ltd to address the issues 
that was raised from initiating the service. 
The joint bill payment service was effective 
in April 2016. 
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5 DIVIDENDS

6 CURRENT ASSETS

7 TRANSFERS TO/FROM RESERVES

DIRECTORS’ REPORT

The Directors present their report together with the financial statements of Tonga Power Limited (the Company) and of the
Group, being the company and its controlled entity (the Group) for the year ended 30 June 2016 and the auditor’s report
thereon.

The following were directors of the Company at any time during the financial year and up to the date of this report:

The principal activity of the Group is to generate and supply electricity to the people of Tonga and the sale of gas. The
Company also undertakes certain electrical contracting work for private customer service lines. 

The profit after income tax of the Group for the financial year was $5,504,915 (2015: $1,903,875). The profit after
income tax of the Company for the financial year was $5,494,392.(2015: $1,909,126).

There were no material movements in provisions, other than provision for taxes, where applicable. 

The directors took reasonable steps before the financial statements were made out to ascertain that the current assets
of the Company and the Group was shown in the accounting records at a value equal to or below the value that would
be expected to be realised in the ordinary course of the business.

The directors of the Company declared dividends of $2,900,000 for the year ended 30 June 2016 (2015: $1,900,000) at
the rate of $2,812 (2015: $1,843) per share. This is consistent with the Group's long term value objective under its
dividend policy to distribute funds to its shareholder.

At the date of this report, the directors are not aware of any circumstances which would render the values attributable to
the current assets in the financial statements to be misleading.

The directors recommend that no amounts be transferred to reserves in respect of the year ended 30 June 2016.
(2015: $Nil)  









TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 5
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2016

2016 2015 2016 2015
Notes       $            $       $            $

Revenue 5 49,384,777       49,262,708    43,373,657    43,309,822   
Cost of sales 9(a) (30,448,669)      (33,612,040)   (26,243,208)   (28,809,647)

Gross profit 18,936,108       15,650,668    17,130,449    14,500,175   

Other income 6 2,238,178         2,472,927      2,425,090      2,717,369     

Selling and distribution expenses 9(b) (4,937,677)        (5,130,860)     (4,896,135)     (5,025,182)   
Administrative and other expenses 9(c) (7,967,823)        (7,434,477)     (6,515,661)     (6,715,743)   

Results from operating activities 8,268,786         5,558,258      8,143,743      5,476,619     

Finance income 209,516            73,749           209,051         73,274          
Finance costs (1,028,530)        (3,034,202)     (1,026,934)     (3,004,391)   
Net finance costs 7 (819,014)           (2,960,453)     (817,883)        (2,931,117)   

Profit before tax 7,449,772         2,597,805      7,325,860      2,545,502     

Income tax expense 10(a) (1,944,859)        (693,930)        (1,831,465)     (636,376)      

Profit after tax 5,504,913         1,903,875      5,494,395      1,909,126     

Other comprehensive income

Other comprehensive income, net of tax -                        -                     -                     -                   

Total comprehensive income 5,504,913$       1,903,875$    5,494,395$    1,909,126$   

Consolidated Company

The above statements of profit or loss and other comprehensive income should be read in conjunction with the accompanying
notes.





TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 7
STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2016

Share Capital

Asset 
Revaluation 

Reserve
Retained 
earnings Total Equity

$ $ $ $
CONSOLIDATED
Balance at 1 July 2014 33,783,595$ 12,565,800$ 9,483,154$ 55,832,549$

Total comprehensive income
Profit - - 1,903,875 1,903,875

Transfer to retained earnings - (454,188) 454,188 -
Total comprehensive income - (454,188) 2,358,063 1,903,875

Transaction with owners of the company
Dividend - - (1,900,000) (1,900,000)

Total transaction with owners of the 
company - - (1,900,000) (1,900,000)

Balance at 30 June 2015 33,783,595$ 12,111,612$ 9,941,217$ 55,836,424$

Balance at 1 July 2015 33,783,595$ 12,111,612$ 9,941,217$ 55,836,424$

Total comprehensive income
Profit - - 5,504,913 5,504,913

Transfer to retained earnings (450,259) 450,259 -
Total comprehensive income - (450,259) 5,955,172 5,504,913

Transaction with owners of the 
company

Dividend - - (2,900,000) (2,900,000)
Total transaction with owners of the 
company - - (2,900,000) (2,900,000)

Balance at 30 June 2016 33,783,595$ 11,661,353$ 12,996,389$ 58,441,337$

COMPANY
Balance at 1 July 2014 33,783,595$ 12,565,800$ 9,294,966$ 55,644,361$

Total comprehensive income
Profit - - 1,909,126 1,909,126

Transfer to retained earnings - (454,188) 454,188 -
Total comprehensive income - (454,188) 2,363,314 1,909,126

Transaction with owners of the 
company

Dividend - - (1,900,000) (1,900,000)
Total transaction with owners of the 
company - - (1,900,000) (1,900,000)

Balance at 30 June 2015 33,783,595$ 12,111,612$ 9,758,280$ 55,653,487$

Balance at 1 July 2015 33,783,595$ 12,111,612$ 9,758,280$ 55,653,487$

Total comprehensive income
Profit - - 5,494,395 5,494,395

Transfer to retained earnings (450,259) 450,259 -
Total comprehensive income - (450,259) 5,944,654 5,494,395

Transaction with owners of the company
Dividend - - (2,900,000) (2,900,000)

Total transaction with owners of the 
company - - (2,900,000) (2,900,000)

Balance at 30 June 2016 33,783,595$ 11,661,353$ 12,802,934$ 58,247,882$
The above statements of changes in equity should be read in conjunction with the accompanying notes.
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FOR THE YEAR ENDED 30 JUNE 2016

2016 2015 2016 2015
Note       $       $       $            $

Cash flows from operating activities 
Receipts from customers 48,057,467   49,478,547   43,069,579  43,959,659    
Payments to suppliers and employees (34,938,209)  (40,138,621)  (30,703,279) (34,555,637)   
Income tax paid (220,097)       -                (136,190)      -                 
Interest received 65,971          67,640          65,971         67,165           
Interest paid (915,032)       (1,088,895)    (915,032)      (1,088,895)     
Net cash from operating activities 12,050,100   8,318,671     11,381,049  8,382,292      

Cash flows from investing activities 
Investment in Held to Maturity (1,000,000)    (34,157)         (1,000,000)   (34,157)          
Donor Funds Received, net 950,898        -                950,898       -                 
Proceeds from sale of plant equipment 24,700          6,150            24,700         6,150             
Acquisition of subsidiary, net of cash acquired -                (2,811,790)    -               (3,157,144)     
Loan to Waste Authority Limited (200,000)       -                (200,000)      -                 
Dividends received -                -                100,000       -                 
Contribution to TVNUP project (446,343)       -                (446,343)      -                 
Acquisition of property, plant and equipment (9,951,929)    (10,391,420)  (9,087,355)   (10,272,683)   
Net cash (used in) investing activities (10,622,674)  (13,231,217)  (9,658,100)   (13,457,834)   

Cash flows from financing activities 
Proceeds from borrowings 2,080,794     5,797,538     2,080,794    5,797,538      
Repayment of borrowings (631,883)       (810,503)       (631,883)      (810,503)        
Dividends paid (2,000,000)    (1,000,000)    (2,000,001)   (1,000,000)     
Net cash (used in) / from financing activities (551,089)       3,987,035     (551,090)      3,987,035      

Net increase/ (decrease) in cash and 
cash equivalents 876,337        (925,511)       1,171,860    (1,088,507)     

Effect of movements in exchange rates 
on cash held 66,787          10,146          66,787         10,146           

Cash and cash equivalents at beginning of year 2,884,887     3,800,252     2,260,636    3,338,997      

Cash and cash equivalents at end of 
year 11 3,828,011     2,884,887     3,499,283    2,260,636      

The above statements of cash flows should be read in conjunction with the accompanying notes.

STATEMENTS OF CASH FLOWS

Consolidated Company





TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 10
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2016 

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(b) Basis of consolidation

Business combination

Subsidiaries

Transactions eliminated on consolidation

(c) Foreign currency translation

(i)     Functional and presentation currency

(ii)     Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in profit or loss. 

Items included in the financial statements are measured using the currency of the primary economic environment in
which the entity operates (‘the functional currency’). The financial statements are presented in Tongan Pa’anga and
denoted “$”, which is the Group's functional and presentation currency, rounded off to the nearest Tongan Pa'anga.

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions,
are eliminated. 
Accounting policies of the subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.
Investments in subsidiaries are measured at cost, less impairment.

The consolidated financial statements of the company as at and for the year ended 30 June 2016 comprise the Company
and its controlled entities (together referred to as the "Group" and individually as "Group entities").

The Group accounts for business combination using the acquisition method when control is transferred to the Group. The
consideration transferred in the acquisition is generally measured at fair value, as are the identifiable net assets acquired.
Any goodwill that arises is tested annually for impairment. Any gain on a bargain purchase is recognised in profit or loss
immediately. Transaction costs are expensed as incurred.

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to affect those returns through its power over the
entity. The financial statements of subsidiaries are included in the consolidated financial statements from the date on
which control commences until the date on which control ceases.

Standards, amendments and interpretations issued but not yet effective- continued

IFRS 16 'Leases' removes the classification of leases as either operating leases or finance leases - for the lessee -
effectively treating all leases as finance leases. Short term leases (less than 12 months) and leases of low-value assets
(such as personal computers) are exempt from the lease accounting requirements. There are also changes in accounting
over the life of the lease. In particular, companies will now recognise a front-loaded pattern of expense for most leases,
even when they pay constant annual returns. Lessor accounting remains similar to current practice - i.e. lessors continue
to classify leases as finance and operating leases. The standard is effective for annual reporting periods beginning on or
after 1 January 2019, with early adoption permitted.

The group has not early adopted these standards and has not yet determined their effect on the company and the group.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2016 

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(d) Intangible assets

(e) Property, plant and equipment

The principal annual rates in use are:

Class
Generation Equipment
Distribution Network Equipment
Computers & Equipment
Furniture & Fixtures 
Tools & Equipment
Motor vehicles
Land & Building
Other Auxiliary Equipment
Leasehold land 

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance
are charged to profit or loss during the financial period in which they are incurred. 

Increases in the carrying amount arising on revaluation are credited to other comprehensive income and shown as asset
revaluation reserves in shareholders’ equity. Decreases that offset previous increases of the same asset are charged in
other comprehensive income and debited against asset revaluation reserves directly in equity; all other decreases are
charged to profit or loss. Each year the difference between depreciation based on the revalued carrying amount of the
asset charged to profit or loss and depreciation based on the asset’s original cost is transferred from ‘asset revaluation
reserves’ to ‘retained earnings’.

Leasehold land is amortised over the life of the lease.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater 

than its estimated recoverable amount (Note 2(h)).

Gains or losses on the disposal of property plant and equipment are recognised in profit or loss.

When revalued assets are sold, the amounts included in other reserves are transferred to retained earnings.

3.33%

Depreciation rate

10.25% to 25.31%
10.03% to 25.31%

20% to 33.33%

11.55% to 29.97%
1.82% to 100%

3.33% to 33.33%

In accordance with IAS 16, the Group records all plant and equipment at depreciated historical costs less accumulated
depreciation and impairment except for distribution network equipment and land and building which are measured at
revaluation. Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of
the asset, and the net amount is restated to the revalued amount of the asset. Historical cost includes expenditure that is
directly attributable to the acquisition of the items.

Intangible assets relate to the cost of the computer software in respect of the billing system. Acquired intangible assets
are initially recorded at their cost at the date of acquisition being the fair value of the consideration provided plus
incidental costs directly attributable to the acquisition. Costs associated with maintaining computer software programmes
are recognised as an expense as incurred. Development costs directly attributable to the design and testing of software
are recognised as intangible assets. 

All acquired intangible assets have finite useful lives and are measured at cost less accumulated amortisation and
accumulated impairment losses. Intangible assets are amortised on a straight line basis over its estimated useful life of
10 years.

10%
Term of the lease
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2016

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(f) Financial assets

(i) Financial assets at fair value through profit or loss

(ii) Available for sale financial assets

(iii) Held-to-maturity financial assets

A financial asset is classified as fair value through profit or loss if it is classified as held-for-trading or is designated as
such on initial recognition. Directly attributable transaction costs are recognised in profit or loss as incurred. Financial
assets at fair value through profit or loss are measured at fair value and changes therein including any interest or dividend
income, are recognised in profit or loss. Derivatives are also categorised as held for trading unless they are designated as
hedges.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities
for which the Group has the positive intention and ability to hold to maturity, other than those that meet the definition of
loans and receivables. These assets are initially recognised at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective interest method.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees that are an integral
part of the effective interest rate. The amortisation is included in interest income in profit or loss.
Term deposits and government securities are included under this category.

Financial instruments comprise investments in government securities, term deposits, trade and other receivables, cash
and cash equivalents, borrowings, trade and other payables and derivatives. Financials assets are classified into the
following categories: at fair value through profit or loss, available-for-sale, held-to-maturity and loans and receivables. The
classification depends on the purpose for which the financial assets were acquired. Management determines the
classification of its financial assets at initial recognition.

Financial instruments are recognised initially at fair value plus, for instruments not at fair value through profit or loss, any
directly attributable transaction costs. Subsequent to initial recognition non-derivative financial instruments are measured
as described below.

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of
the other categories. These assets are initially recognised at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measure at fair value and changes therein, other than impairment losses and
foreign currency difference on debt instruments are recognised in OCI and accumulated in the fair value reserve. When
these assets are derecognised, the gain or loss accumulated in equity is reclassified to profit or loss.

A financial instrument is recognised if the Group becomes a party to the contractual provisions of the instrument.
Financial assets are derecognised if the Group’s contractual rights to the cash flows from the financial assets expire or if
the Group transfers the financial asset to another party without retaining control or substantially all risks and rewards of
the asset. Purchases and sales of financial assets are accounted for at trade date, i.e., the date that the Group commits
itself to purchase or sell the asset. Financial liabilities are derecognised if the Group’s obligations specified in the contract
expire or are discharged or cancelled.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2016

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(f) Financial assets-continued

(iv) Loans and Receivables

(g) Offsetting financial instruments

(h) Impairment of assets

i. Impairment of financial assets measured at amortised cost

ii. Impairment of non-financial assets

The Group assesses at each reporting date whether there is objective evidence that a financial asset or group of financial
assets is impaired. A financial asset or group of financial assets is impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result of one or more events that have occurred after the initial recognition
of the asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the
financial asset or group of financial assets that can be reliably estimated. 

Objective evidence that financial assets are impaired includes; default or delinquency by a debtor, restructuring of an
amount due to the Group on terms that the Group would not consider otherwise, indications that a debtor or issuer will
enter bankruptcy, adverse changes in the payment status of borrowers or issuers, the disappearance of any active
market for a security or observable data indicating that there is a measurable decrease in the expected cash flows from a
group of financial assets.

The Group considers evidence of impairment for these assets at both an individual asset and a collective level. All
individually significant assets are individually assessed for impairment. Those found not to be impaired are then
collectively assessed for any impairment that has been incurred but not yet individually identified. Assets that are not
individually significant are collectively assessed for impairment. Collective assessment is carried out by grouping together
assets with similar risk characteristics.

In assessing collective impairment, the Group uses historical information on the timing of recoveries and the amount of
loss incurred and makes and adjustment if current economic and credit conditions are such that the actual losses are
likely to be greater or lesser than suggested by historical trends. 

An impairment loss is calculated as the difference between an asset's carrying amount and the present value of the
estimated future cash flows discounted at the assets original effective interest rate. Losses are recognised in profit or loss
and reflected in an allowance account. When the Group considers that there are no realistic prospects of recovery of the
asset, the relevant amounts are written off. If the amount of impairment loss subsequently decreased and the decrease
can be related objectively to an event occurring after the impairment was recognised, then the previously recognised
impairment loss is reversed through profit or loss.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. These assets are initially recognised at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective interest method.

Trade and other receivables and cash and cash equivalents are included under this category.

Assets that have an indefinite useful life, are not subject to amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs
to sell and the value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units).

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and
only when, there is a legally enforceable right to offset the amounts and there is an intention either to settle them on a net
basis or realise the asset and settle the liability simultaneously.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(i) Derivative financial instruments and hedging activities 

(j) Leases

(k) Trade receivables

(l) Inventories

(m) Cash and cash equivalents

(n) Share capital

(o) Trade and other payables

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share
options are recognised as a deduction from equity, net of any tax effects. Ordinary shares are classified as equity and
carried in the Company and the Group’s financial statements at par value. 

These amounts represent liabilities for goods and services provided to the Company and the Group prior to the end of the
financial period which are unpaid.  The amounts are unsecured and are usually paid within 30 days of recognition. 

Lease in which a significant portion of risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to
profit or loss on a straight-line basis over the period of the lease.

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in
the ordinary course of business, less applicable variable selling expenses. 

Cost is determined using the weighted average method for fuel and First-in First-out (FIFO) method for spare parts.
Inventory cost includes expenditure incurred in acquiring the inventories and bringing them to their existing condition and
location.

Cash and cash equivalents comprise cash on hand and cash at bank. Cash and cash equivalents are categories as loans
and receivables under financial assets.

Trade receivables are carried at amortised cost less provision for impairment on the basis set out in note 2(h). Trade
receivables are categorised as loans and receivables under financial assets.

Derivatives are initially recognised at fair value on the date derivative contracts are entered into and are subsequently
remeasured at their fair value. The method of recognising the resulting gain or loss depends on whether the derivatives
are designated as a hedging instrument, and if so, the nature of the item being hedged. 

The fair values of various derivative instruments are disclosed in note 20. Trading derivatives are classified as current
asset or liability.

As at reporting date, the Group did not have any derivative financial instrument which qualifies for hedge accounting.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(p) Borrowings

(q) Income tax

(r) Employee emoluments and benefits

(i) Wages, salaries and annual leave

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in
the profit and loss over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting date. 

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss except to the
extent that it relates to a business combination, or items recognised directly in equity or in OCI. 

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year and any
adjustment to the tax payable or receivable in respect of previous years. It is measured using tax rates enacted or
substantively enacted at the reporting date.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following:
temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business combination
and that affects neither accounting nor taxable profit or loss, temporary differences related to investments in subsidiaries
to the extent that the Group is able to control the timing of the reversal of the temporary differences and it is probable that
they will not reverse in the foreseeable future, and taxable temporary difference arising on the initial recognition of
goodwill. 

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary differences, to the
extent that it is probable that future taxable profits will be available against which they can be utilised. Deferred tax assets
are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realised, such reductions are reversed when the probability of future taxable profits improved.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent that it has become
probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse,
using tax rates enacted or substantively enacted by the reporting date. 

Deferred tax assets and liabilities are offset only 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 on the same taxable entity, or on different tax
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be
realised simultaneously.

Liabilities for wages and salaries, including annual leave expected to be settled within 12 months of the reporting date are
recognised in other payables in respect of employees' services up to the reporting date and are measured at the amounts
expected to be paid when the liabilities are settled.  
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(r) Employee emoluments and benefits - continued

(ii) Superannuation

(ii) Bonus plans

(s) Provisions 

(t) Dividends

(u) Finance income and finance costs

(v) Revenue recognition

(i) Electricity Income

(iii) Sale of goods and provision of services

Provisions are recognised when there is a present legal or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the obligation and the amount has been reliably estimated.
Provisions are not recognised for future operating losses.

Contributions are paid to the Company's Retirement Fund Scheme on behalf of employees to secure retirement benefits.
Costs are included in profit or loss.

The Company and the Group pays bonuses to employees based on performance of the Company and the Group and
achievement of individual objectives by the employees as per employment contracts. A provision is recognised when
there is contractually obligation or where there is a past practice that has created a constructive obligation for bonuses to
be paid.

Provision is made for the amount of any dividend declared, determined by the directors on or before the end of the
financial year but not distributed at reporting date.

Revenue comprises the fair value of the services rendered. The Group recognises revenue when the amount of revenue
can be reliably measured, it is probable that future economic benefits will flow to the entity and when specific criteria have
been met for each of the Group’s activities as described below. The amount of revenue is not considered to be reliably
measurable until all contingencies relating to the sale have been resolved. Revenue is shown net of consumption tax.

Revenue from the supply of electricity is recognised on an accrual basis upon consumption of electricity by the customers.

Revenue in respect of sale of goods is recognised when the significant risks and rewards of the ownership have been
transferred to the customer, which is upon delivery or installation.

Finance income comprises interest income on short - term bank deposits and changes in the fair value of financial assets
at fair value through profit or loss. Interest income is recognised as it accrues in profit or loss, using the effective interest
method.

Finance costs comprise interest expense on borrowings and changes in the fair value of financial liabilities at fair value
through profit or loss. Borrowing costs that are not directly attributable to the acquisition, construction or production of a
qualifying asset are recognised in profit or loss using the effective interest method. 

Foreign currency gains and losses are reported on a net basis.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(w) Deferred income 

(x) Accounting estimates and assumptions

(y) Comparative figures

3 Fair value 

The preparation of the financial statements in conformity with IFRSs requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised and in any future periods affected.

In particular significant areas of estimation uncertainty and critical judgments relate to impairment provisions for trade
receivables, inventories, property, plant and equipment.

Property, plant and equipment acquired with the aid of specific grants are capitalised and depreciated in accordance with
Note 2(e), with the related grant being credited to the Deferred income as a liability and released to profit or loss over the
expected useful economic life of the related property, plant and equipment. 

“Fair value” 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 in the principal or, in its absence, the most advantageous market
to which the Group has access at that date

When available, the Group measures the fair value of an instrument using the quoted price in an active market for that
instrument. A market is regarded as active if transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis. 

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise the use of
relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation technique incorporates all
of the factors that market participants would take into account in pricing a transaction 

The company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of relevant
observable inputs and maximising the use of unobservable inputs. 

The different levels have been defined as follows:
• Level 1 fair value measurement are those instruments valued based on quoted prices (unadjusted)in active markets for
identical assets and liabilities.
• Level 2 fair value measurements are those instruments valued based on inputs other than quoted prices included in
Level 1 that are observable for the asset or liability, either directly(i.e  as prices) or  indirectly (i.e derived from prices).
• Level 3 fair value measurements are those instruments valued based on inputs for the asset or liability that are not
based on observable market data (unobservable) inputs.

Where necessary comparative figures have been adjusted to conform to changes in the current year presentation.
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3 Fair value - continued 

Carrying  amount
Group  and Company Level 1 Level 2 Level 3
30 June 2016 $ $ $ $
Financial assets measured at fair value
Borrowings 23,128,905 - 28,602,039 -

Group  and Company
30 June 2015
Financial assets measured at fair value
Borrowings 21,679,995 - 27,121,932 -

4 FINANCIAL RISK MANAGEMENT

(a) Market risk

(i) Foreign exchange 

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect the
Group’s income or the value of its holdings of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimising the return.

Fair value interest rate risk arises from the potential for a change in interest rates to cause a fluctuation in the fair value of
financial instruments. The objective is to manage the interest rate risk to achieve stable and sustainable net interest
earnings in the long term. In managing this risk, the Group seeks to achieve a balance between reducing risk to earnings
and market value from adverse interest rate movements, and enhancing net interest income through correct anticipation
of the direction and extent of interest rate changes.

Fair value 

The following table analyses the financial instruments measured at fair value at the reporting date by level in the fair value
hierarchy into which the fair value measurement is categorised. It does not include fair value information for financial
assets and financial liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair value. 

The Company and Group’s activities expose them to a variety of financial risks: market risk (including currency risk and
interest rate risk), credit risk and liquidity risk. The Group’s overall risk management program focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on financial performance.

Risk management is carried out by finance executives and management of controlled entities of the Group. Management
and finance executives identify and evaluate financial risks in close co-operation with the Group’s operating units. The
Board provides direction for overall risk management covering specific areas, such as mitigating foreign exchange,
interest rate, and credit risks, and investment of excess liquidity.

Foreign exchange risk arises from recognised assets and liabilities that are denominated in a currency that is not the
Group’s functional currency. The Group is exposed to foreign exchange risk arising from various currency exposures,
primarily with respect to the New Zealand (NZD) and American (USD) dollar. As a measure, prompt settlement of
liabilities (and assets if necessary) is exercised by management to minimise the exposure to foreign exchange losses. As
an additional measure, the Group negotiates competitive rates with its bankers to minimise losses and maximise gains
when receipts and payments become due.
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4 FINANCIAL RISK MANAGEMENT- continued

(a) Market risk - continued

(ii)  Political climate

(iii) Cash flow interest rate risk

(b) Credit risk

2016 2015 2016 2015
$ $ $ $

Neither past due not impaired             1,173,320      1,117,801           928,635                          942,335 
Past due 31-90 days                192,500           74,941           176,547                            83,127 
Past due 91 days plus                  36,721           18,785             10,582                            44,529 

            1,402,541      1,211,527        1,115,764                        1,069,990 

Consolidated Company

The Group operates in Tonga and changes to governments and the policies they implement affect the economic situation
and ultimately the revenues of the Group. To address this, the Group reviews its pricing and service ranges regularly and
responds appropriately.

As the Group’s interest bearing assets are small relative to its operations, its cash flows are substantially independent of
changes in market interest rates as they are at fixed rates.

The Group's interest bearing borrowings are in the form of long-term borrowing. The interest bearing borrowing is at a
fixed interest rate.

Given the fixed nature of interest rates described above, the Group has a high level of certainty over the impact on cash
flows arising from interest income and expenses.

Credit risk is the risk of financial loss to the Group if a customer or a counter party to a financial instrument fails to meet
its contractual obligations and arises principally from the Group's receivables from customers.

The Group has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit risk on
financial assets is minimised by dealing with recognised monetary institutions with accepted credit ratings.

The Group has no significant concentrations of credit risk. The Group has policies in place to ensure that sales of
products and services are made to customers with an appropriate credit history. The Group does not have any policies
that limit the amount of credit exposure to any one customer or group of customers.

The carrying amount of financial assets represents the maximum credit exposure.

At 30 June 2016 and 2015, the ageing of trade and other receivabes that were not impaired was as follows:

To determine the Group's sensitivity to foreign exchange risk, an implied volatility in exchange rates is calculated based
on the maximum variation of month end spot rates from the average exchange rate in the year.

At 30 June 2016, the strengthening/weakening by 1% of the Pa'anga against the NZD and USD with all other variables
held constant is expected to have minimal impact on the net profit and equity balances currently reflected in the Company
and the Group’s financial statements. Minimal asset and liability balances are maintained in overseas currencies, hence,
there has been little sensitivity to movements in the NZD and USD.
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4 FINANCIAL RISK MANAGEMENT- continued

(b) Credit risk- continued

2016 2015 2016 2015
$ $ $ $

0 - 30 days 1,289,301 1,165,082 1,033,346 996,381
31 - 60 days 174,217 106,575 165,813 70,912
61 - 90 days 28,785 23,874 21,690 13,550
Over 90 days 87,610 71,875 12,246 -

1,579,913$ 1,367,406$ 1,233,095$ 1,080,843$

(c) Liquidity risk

Consolidated Company

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial assets. Prudent liquidity risk management implies
maintaining sufficient cash and the availability of funding through an adequate amount of committed credit facilities. The
Group's approach to managing liquidity is to ensure, as far as possible, that it will have sufficient liquidity and the
availability of funding through committed credit facilities to meet its liabilities when they are due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Group's reputation.

The table below summarises the ageing of trade receivables of the Company and the Group as at 30 June and are stated
gross of any impairment provision.
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4 FINANCIAL RISK MANAGEMENT - continued

(c) Liquidity risk - continued

Consolidated

Less than 1 
year
($)

Between 1 
and 2 

years ($)

Between 2 
and 5 years 

($)

Greater 
than 5 years

($)

Contractual 
Outflows

($)

Carrying 
amount 

($)

At 30 June 2016
Non-derivative financial liabilities
Borrowings 2,864,565 3,977,441 15,582,868 6,142,614 38,687,543 23,128,906
Trade and other payables 6,114,673 - - - 6,114,673 6,114,673

8,979,238 3,977,441 15,582,868 6,142,614 44,802,216 29,243,579

Derivative financial liabilities
Derivative financial 
instruments - - - - - -

- - - - - -

At 30 June 2015
Non-derivative financial liabilities
Borrowings 2,472,000 2,772,000 8,936,000 12,458,265 26,638,265 21,679,995
Trade and other payables 5,428,905 - - - 5,428,905 5,428,905

7,900,905 2,772,000 8,936,000 12,458,265 32,067,170 27,108,900

Derivative financial liabilities
Derivative financial 
instruments 160,296 - - - 160,296 160,296

160,296 - - - 160,296 160,296

Company
At 30 June 2016
Non-derivative financial liabilities
Borrowings 2,864,565 3,977,441 15,582,868 6,142,614 38,687,543 23,128,906
Trade and other payables 5,472,733 - - - 5,472,733 5,472,733

8,337,298 3,977,441 15,582,868 6,142,614 44,160,276 28,601,639

Derivative financial liabilities
Derivative financial 
instruments - - - - - -

- - - - - -

At 30 June 2015
Non-derivative financial liabilities
Borrowings 2,472,000 2,772,000 8,936,000 12,458,265 26,638,265 21,679,995
Trade and other payables 5,117,342 - - - 5,117,342 5,117,342

7,589,342 2,772,000 8,936,000 12,458,265 31,755,607 26,797,337

Derivative financial liabilities
Derivative financial 
instruments 160,296 - - - 160,296 160,296

160,296 - - - 160,296 160,296

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are gross 
and undiscounted, and include estimated interest payments.
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4 FINANCIAL RISK MANAGEMENT - continued

(d) Capital risk management

The gearing ratio of the Company and the Group as at 30 June 2016 and 2015 is as follows:

2016 2015 2016 2015
$ $ $ $

Total borrowings (note 19) 23,128,905    21,679,995    23,128,905    21,679,995    
Less: cash and cash equivalents (note 11) (3,828,011)     (2,884,887)     (3,499,283)     (2,260,636)     
Net debt 19,300,894    18,795,108    19,629,622    19,419,359    
Total equity 58,441,337    55,836,424    58,247,882    55,653,487    

Total capital 77,742,231    74,631,532    77,877,505    75,072,846    

Gearing Ratio 24.83% 25.18% 25.21% 25.87%

Consolidated Company

The Group’s objectives when obtaining and managing capital are to safeguard the Group’s ability to continue as a 
going concern and provide shareholders with a consistent level of returns. 

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total capital. 
Net debt is calculated as total borrowings (including ‘current and non-current borrowings’ as shown in the statement of 
financial position) less cash and cash equivalents. Total capital is calculated as ‘equity’, as shown in the statement of 
financial position, plus net debt.
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2016 2015 2016 2015
      $       $       $       $

5 REVENUE
Regulated Revenue
Fuel 17,700,278    20,565,953    17,714,656    20,574,656    
Non-fuel 23,207,468    21,192,666    23,207,467    21,192,666    
Gas 6,025,498      5,961,589      -                     -                     

46,933,244    47,720,208    40,922,123    41,767,322    
Non -regulated Revenue
Fees 947,957         310,030         947,957         310,030         
Customer reconnections/disconnections 274,182         374,137         274,182         374,137         
Upgrade and repairs 1,229,394      858,333         1,229,395      858,333         

2,451,533      1,542,500      2,451,534      1,542,500      

49,384,777$  49,262,708$  43,373,657$  43,309,822$  

6 OTHER INCOME
Release of deferred income 1,852,867      2,103,987      1,852,867      2,103,987      
Gain on sale of property, plant and equipment 24,700           150                24,700           150                
Dividend income -                     -                     230,000         200,000         
Sundry income 360,611         368,790         317,523         413,232         

    2,238,178$    2,472,927$    2,425,090$    2,717,369$    

7 NET FINANCE COSTS
Interest income 66,436           67,640           65,971           67,165           
Effectiveness of derivative financial instruments -                     -                     -                     -                     
Net foreign exchange gain 143,080         6,109             143,080         6,109             
Finance income 209,516         73,749           209,051         73,274           

Interest expense - borrowing fees and charges (919,755)        (1,091,096)     (915,032)        (1,088,895)     
Ineffectiveness of derivative financial instruments (72,023)          (1,915,496)     (72,023)          (1,915,496)     
Net foreign exchange loss (36,752)          (27,610)          (39,879)          -                 
Finance cost (1,028,530)     (3,034,202)     (1,026,934)     (3,004,391)     

Net finance costs (819,014)$      (2,960,453)$   (817,883)$      (2,931,117)$   

8 PERSONNEL EXPENSES
Key management personnel (note 26(d)) 2,409,717      2,316,614      2,356,175      2,257,864      
Staff salaries 2,674,981      2,563,805      2,414,291      2,282,380      
Superannuation 243,392         175,064         226,415         163,865         

5,328,090$    5,055,483$    4,996,881$    4,704,109$    

Consolidated Company
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2016 2015 2016 2015
      $       $       $            $

9 PROFIT BEFORE INCOME TAX
Profit before income tax has been 
determined after charging as expenses: 7,449,772$ 2,597,805$ 7,325,860$ 2,545,502$

(a) Cost of sales
Fuel cost 15,347,482 19,768,369 15,347,482 19,768,369
Gas cost 4,205,461 4,802,393 - -
Salaries & wages 2,951,577 2,625,683 2,951,577 2,625,683
Superannuation contribution 170,365 120,719 170,365 120,719
Third party costs 2,231,735 1,740,156 2,231,735 1,740,156
Maintenance costs 2,819,972 2,091,879 2,819,972 2,091,879
Supplies & consumables 238,924 244,458 238,924 244,458
Rent/ lease expenses 242,568 190,669 242,568 190,669
Other repairs 168,780 117,353 168,780 117,353
Depreciation of generation equipment 1,181,301 987,249 1,181,301 987,249
Other expenses 890,504 923,112 890,504 923,112

30,448,669$ 33,612,040$ 26,243,208$ 28,809,647$
(b) Selling and distribution expenses
Media announcements 88,324 165,637 56,433 68,729
Loss on disposal - - - -
Repairs and maintenance 9,651 809,475 - 800,705
Depreciation of the distribution network 4,839,702 4,155,748 4,839,702 4,155,748

4,937,677$ 5,130,860$ 4,896,135$ 5,025,182$
(c) Administrative and other expenses
Auditor's remuneration - audit services 51,150 62,030 36,000 41,500
Bad and doubtful debts expense 179,746 (4,102) 155,841 37,258
Bank charges 94,750 152,583 94,750 152,583
Depreciation of property, plant & equipment 1,107,935 1,094,403 829,730 949,087
Amortisation expense of intangible assets 109,125 109,681 108,242 108,798
Electricity Commission fees 528,432 531,389 528,432 531,389
Insurance 985,298 902,688 873,317 835,058
Directors' emoluments (Note 26) 253,266 153,021 189,588 117,931
Legal and professional fees 457,325 445,068 436,916 411,669
Recruitment costs 32,284 182,142 32,284 182,142
Repairs and maintenance 110,616 122,033 48,498 62,738
Salaries and wages 2,358,918 2,254,736 1,818,889 1,914,561
Superannuation contribution 73,027 54,345 56,050 43,146
Other expenses 1,625,951 1,374,514 1,307,124 1,327,883

7,967,823$ 7,434,477$ 6,515,661$ 6,715,743$

Consolidated Company
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2016 2015 2016 2015
      $       $       $            $

10 INCOME TAX
(a) Income tax expense
Current tax expense 914,797       (120,628)                 865,569         (185,939)        
Deferred tax expense 1,030,062    316,968                  965,896         324,725         
(Over)/under provision in prior years -                  497,590                  -                     497,590         
Income tax expense 1,944,859$  693,930$                1,831,465$    636,376$       

Reconciliation of income tax
Net profit before income tax 7,449,772    2,597,805               7,325,860      2,545,502      
Prima facie income tax expense on operating 
profit at 25% (2014: 25%) 1,862,444    649,451                  1,831,465      636,376         
Over/(under) provision in prior years 82,415         44,479                    -                     -                     
Income tax (benefit)/ expense 1,944,859$  693,930$                1,831,465$    636,376$       

(b) Current tax liability/(asset)
Balance at the beginning of the year 189,425       (206,133)                 136,190         (175,461)        
Liability assumed through business combination 
(note 4) -                  18,597                    -                     -                     
Income tax paid (220,097)     -                              (136,190)        -                     
Income tax (benefit)/expense 914,797       (120,628)                 865,569         (185,939)        
Over/(under) provision in prior years -                  497,590                  -                     497,590         
Balance at the end of the year 884,125$     189,426$                865,569$       136,190$       

(c) Deferred tax liability
Property, plant and equipment (7,653,367)  (6,620,539)              (7,595,876)     (6,620,539)     
Asset revaluation reserve (422,885)     (422,885)                 (422,885)        (422,885)        
Intangible assets (45,446)       (60,864)                   (45,446)          (60,864)          
Unrealised exchange losses (782)            -                              -                     -                     

(8,122,480)$ (7,104,288)$            (8,064,207)$   (7,104,288)$   

(d) Deferred tax asset
Employee entitlements 113,028       106,635                  110,176         102,699         
Trade receivables 43,843         15,130                    29,333           2,713             
Unrealised exchange loss -                  46,977                    -                     40,074           

156,871$     168,742$                139,509$       145,486$       

11 CASH AND CASH EQUIVALENTS
Cash at bank 3,793,451    2,874,802               3,493,883      2,255,236      
Cash on hand 34,560         10,085                    5,400             5,400             

3,828,011$  2,884,887$             3,499,283$    2,260,636$    

Consolidated Company

Financing facilities available to the Group at the end of the financial period consists of an overdraft facility of $3 million
at an interest rate of 9.5% per annum. 
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2016 2015 2016 2015
      $       $       $            $

12 TRADE AND OTHER RECEIVABLES
Trade receivables 1,579,913    1,367,406               1,233,095      1,080,843      
Impairment (175,372)     (60,523)                   (117,331)        (10,853)          
Net trade receivables 1,404,541    1,306,883               1,115,764      1,069,990      
Prepayments 1,458,067    1,270,444               1,374,042      1,259,021      
Accrued income 2,903,234    2,681,256               2,784,705      2,615,565      
Receivable from subsidiaries and WAL 200,000       -                              532,894         274,542         
Other assets 418,876       233,209                  418,672         233,209         

6,384,718$  5,491,792$             6,226,077$    5,452,327$    

Movement in the provision for impairment of 
Opening balance 60,523         115,571                  10,853           24,541           
Increase in provisions 115,209       163                         106,478 163                
Provision write backs -              (55,211)                   -                 (13,851)          
Closing balance 175,732$     60,523$                  117,331$       10,853$         

13 INVENTORIES
Fuel 592,684       274,355                  592,684         274,355         
Spares 686,346       661,984                  686,346         661,984         
Gas and gas related products 177,971       221,061                  -                     -                     

1,457,001$  1,157,400$             1,279,030$    936,339$       
14 HELD-TO-MATURITY FINANCIAL ASSETS

Current
ANZ Banking Corporation 1,423,496    1,392,070               1,423,496      1,392,070      

Non-current
Government bonds 1,700,000    700,000                  1,700,000      700,000         

15 INTANGIBLE ASSETS AND GOODWILL
Opening net book amount - at 1 July      1,260,461                    398,826           290,028           398,826 
Acquisition through business combinations                   -                      971,316                     -                       -   
Amortisation charge        (109,125)                   (109,681)          (108,242)          (108,798)
Closing net book amount      1,151,336                 1,260,461           181,786           290,028 

Computer software costs
Cost         676,227                    676,227           667,391           667,391 
Accumulated Amortisation        (488,328)                   (379,203)          (485,605)          (377,363)
Net Book Amount 187,899       297,024                  181,786         290,028         

At reporting date, the Company held term deposits with ANZ Bank which attracted interest rate of 2% to 2.75% per annum
(2015: 2.0% to 2.75% per annum). During the year, the Company invested $1,000,000 (2015: $700,000) in Government
Bonds which attracted an interest rate of 3.5% (2015: 3.2%) per annum.

Consolidated Company
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2016 2015 2016 2015
      $       $       $            $

15 INTANGIBLE ASSETS AND GOODWILL - continued

Goodwill
Cost         963,437                    963,437                     -                       -   
Accumulated Amortisation                   -                                -                       -                       -   
Net Book Amount         963,437                    963,437                     -                       -   

Type 
Goodwill

The carrying value of the goodwill is in relation to the Company's investment in Tonga Gas Limited (Tonga Gas). The
Board is of the opinion that, after appropriate assessment, no further impairment is considered necessary.

Goodwill has been tested for impairment by management based on fair value less cost of disposal. Fair value for has
been determined based on the EBITDA multiples applied to the equity value of the company as at 30 June 2016 less
estimated cost to sell. A decrease in EBITDA by 60% would result in impairment. The fair value measurement was
categorised as a Level 2 fair value based on the inputs to the valuation techniques used. The carrying amount of the CGU
in 2016 was determined to be lower than its recoverable amount of $3,145,000 (2015: Nil).

Consolidated Company

The following table shows the valuation technique used in measuring the Level 2 fair values,as well as the significant 
unobservable inputs used.

Inter-relationship between 
unobservable inputs and fair 
value measurement

Significant 
unobservable inputs

Valuation 
technique

The estimated fair value would
increase/( decrease) if any of 
the significant unobservable 
inputs were changed.

EBITDA multiples:
6.5 to 7.5

Fair value 
less costs to 
sell- EBIDTA 
multiples 
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PAN
Y

G
eneration

D
istribution

C
om

puter 
Furniture 

Tools &
M

otor
Land &

C
apital 

R
enew

able
Total

Equipm
ent

N
etw

ork
Equipm

ent
&

 Fixtures
Equipm

ent
Vehicle

B
uilding

W
IP

Energy 
$

$
$

$
$

$
$

$
$

$
At 30 June 2014
C

ost or valuation
19,989,413

49,830,573
723,442

145,574
787,765

2,746,981
11,735,076

9,640,034
559,946

96,158,804
Accum

ulated depreciation
(8,347,635)

(5,036,295)
(449,715)

(82,742)
(436,130)

(1,476,345)
(676,801)

-
(46,125)

(16,551,788)
N

et B
ook Am

ount
11,641,778

44,794,278
273,727

62,832
351,635

1,270,636
11,058,275

9,640,034
513,821

79,607,016

Year Ended 30 June 2015
O

pening net book am
ount

11,641,778
44,794,278

273,727
62,832

351,635
1,270,636

11,058,275
9,640,034

513,821
79,607,016

Additions
-

2,419,565
106,553

29,575
136,488

143,585
91,667

7,114,455
28,337,684

38,379,572
Transfers

11,099,400
-

-
-

-
-

775,000
(12,894,594)

1,020,194
-

D
isposals

-
-

-
-

-
(6,000)

-
-

-
(6,000)

D
epreciation expense

(987,249)
(3,486,597)

(122,772)
(25,660)

(112,851)
(490,102)

(197,702)
-

(669,151)
(6,092,084)

C
losing net book am

ount
21,753,929

43,727,246
257,508

66,747
375,272

918,119
11,727,240

3,859,895
29,202,548

111,888,504

At 30 June 2015
C

ost or valuation
31,088,813

52,250,138
829,995

175,149
924,253

2,794,420
12,601,743

3,859,895
29,917,824

134,442,230
Accum

ulated depreciation
(9,334,884)

(8,522,892)
(572,487)

(108,402)
(548,981)

(1,876,301)
(874,503)

-
(715,276)

(22,553,726)
N

et B
ook Am

ount
21,753,929

43,727,246
257,508

66,747
375,272

918,119
11,727,240

3,859,895
29,202,548

111,888,504

Year Ended 30 June 2016
O

pening net book am
ount

21,753,929
43,727,246

257,508
66,748

375,272
918,120

11,727,240
3,859,895

29,202,548
111,888,506

Additions
-

2,016,638
31,925

67,859
134,725

30,268
58,536

7,174,350
19,770

9,534,071
Transfers

1,244,756
1,075,243

-
-

-
566,956

-
(3,298,372)

411,417
-

D
isposals

-
-

-
-

-
-

-
-

-
-

D
epreciation expense

(1,181,300)
(3,594,797)

(98,393)
(32,026)

(114,683)
(385,185)

(199,445)
-

(1,244,904)
(6,850,733)

C
losing net book am

ount
21,817,385

43,224,330
191,040

102,581
395,314

1,130,159
11,586,331

7,735,873
28,388,831

114,571,844

At 30 June 2016
C

ost or valuation
32,333,569

55,342,274
861,920

243,009
1,058,977

3,154,448
12,660,279

7,735,873
30,349,012

143,739,361
Accum

ulated depreciation
(10,516,184)

(12,117,944)
(670,880)

(140,428)
(663,663)

(2,024,289)
(1,073,948)

-
(1,960,181)

(29,167,517)
N

et B
ook Am

ount
21,817,385

43,224,330
191,040

102,581
395,314

1,130,159
11,586,331

7,735,873
28,388,831

114,571,844
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2016 2015 2016 2015
      $       $       $            $

17 TRADE AND OTHER PAYABLES
Trade payables 3,864,259      3,707,162      3,448,320         3,499,648       
Other payables and accruals 2,250,414      1,721,743      2,024,413         1,617,694       

6,114,673$    5,428,905$    5,472,733$       5,117,342$     

18 EMPLOYEE ENTITLEMENTS
Annual leave 202,113         226,540         190,704            210,798          
Provision for bonus 250,000         200,000         250,000            200,000          

452,113$       426,540$       440,704$          410,798$        

Annual leave
Provision for 

bonus Annual leave
Provision for 

bonus
Balance at the beginning of the year 426,540         226,540         210,798            200,000          
Additional provisions recognised 50,000           -                     -                        50,000            
Utilised during the year (24,427)          -                     (20,094)             -                     

Balance at the end of the year 452,113         226,540         190,704            250,000          

19 BORROWINGS
Current 1,913,699      1,581,164      1,913,699         1,581,164       
Non-current 21,215,206    20,098,831    21,215,206       20,098,831     

Total 23,128,905$  21,679,995$  23,128,905$     21,679,995$   

The loan is secured by:

CompanyConsolidated

- Script lien over 100% shares of Tonga Power Limited over Homegas Limited
- First Registered Mortgage Debenture over all assets and under takings of Tonga Power Limited
- Deed of assignment over Electricity Concession Contract.
- First Registered Mortgage over leasehold property at Popua, Lease no. 8159 plus all improvement thereon.

During the year the Company secured the following:

- First Registered Mortgage Debenture over all assets and undertakings of Homegas Limited
- First Registered Mortgage Debenture over all assets and undertakings of Tongagas Limited

Consolidated Company

- Cross Guarantee between Tonga Power Limited, Homegas Limited and Tongagas Limited
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20

The fair value of these instruments are summarised below:

2016 2015 2016 2015
      $       $       $       $

Commodity swap transaction contract -$               160,296$       -$                  160,296$        

21 SHARE CAPITAL
(a) Authorised capital
1,031 ordinary shares at $32,768 each 33,783,595$  33,783,595$  33,783,595$     33,783,595$   

(b) Issued and paid-up capital
Ordinary shares of 1,031 (2015: 1,031) at $32,768 
per share, fully paid 33,783,595$  33,783,595$  33,783,595$     33,783,595$   

22 PROVISION FOR DIVIDEND
Balance at 1 July 1,900,000      1,000,000      1,900,000         1,000,000       
Dividends declared during the year 3,130,000      1,900,000      2,900,000         1,900,000       
Dividends paid (2,230,000)     (1,000,000)     (2,000,000)        (1,000,000)     

2,800,000$    1,900,000$    2,800,000         1,900,000$     

23 ASSET REVALUATION RESERVE
Balance at 1 July 12,111,612    12,565,800    12,111,612       12,565,800     
Revaluation of land and buildings - gross -                 -                 -                    -                 
Revaluation of buildings - tax -                 -                 -                    -                 
Disposal of distribution network equipment - gross -                 -                 -                    -                 
Disposal of distribution network equipment - tax -                 -                 -                    -                 
Depreciation of buildings (69,467)          (69,467)          (69,467)             (69,467)          
Depreciation of distribution network equipment (380,792)        (384,721)        (380,792)           (384,721)        

11,661,353$  12,111,612$  11,661,353$     12,111,612$   

24 DEFERRED INCOME - DONATED ASSETS
Balance at 1 July 34,572,669    8,569,767      34,572,669       8,569,767.00  
Additions during the year 1,122,152      28,106,889    1,122,152         28,106,889     
Release of surplus donor funds (171,254)        -                 (171,254)           -                 
Amounts released to other income (1,852,867)     (2,103,987)     (1,852,867)        (2,103,987)     

33,670,700$  34,572,669$  33,670,700$     34,572,669$   

Company

DERIVATIVE FINANCIAL INSTRUMENTS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

During the 2015 year the Company entered into multiple agreements with Westpac Bank of Sydney to hedge their 
exposure to commodity risk. Any loss or gains on these agreements is taken to the income statements. No such 
agreements were undertaken in the 2016FY.

Consolidated

During the year, the Company declared a dividend of $2,900,000 (2015: $1,900,000) at the rate of $2,812 (2015: $1,843)
per share.

Revaluation reserve consists of fair value gains or losses arising from the revaluation of the Company's Distribution
Networks and revaluation of the land and buildings. The difference between the depreciation based on the revalued
carrying amount charged to profit or loss, and depreciation based on the asset's original costs for the year was $450,259
(2015: $454,188). This difference was transferred from asset revaluation reserves to retained earnings.
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2016 2015 2016 2015
      $       $       $       $

24 DEFERRED INCOME - DONATED ASSETS - continued
Disclosed in the financial statements as follows:
Current 1,852,867      1,852,867      1,852,867         1,852,867       
Non-current 31,817,833    32,719,802    31,817,833       32,719,802     

33,670,700$  34,572,669$  33,670,700$     34,572,669$   

25 INVESTMENT IN SUBSIDIARIES
Homegas Limited -                 -                 512,531            512,531          
Tonga Gas Limited -                 -                 3,157,144         3,157,144       
Investment in controlled entities carried at cost -$               -$               3,669,675$       3,669,675$     

Subsidiary entities 2016 2015
Homegas Limited 100% 100% Tonga Tonga
Tonga Gas Limited 100% 100% Tonga Tonga

26 RELATED PARTIES

(a) Transactions of directors

Mr. Carl Sanft Appointed 1.10.2015 (Chairperson)
Mrs Fuiva Kavaliku Appointed 01.10.2015
Dr Nailasikau Halatuituia Appointed 01.10.2015
Mr Sione Havea Taione Appointed 01.10.2015
Mr 'Aisake Tu'iono Appointed 01.10.2015
Mr Ringo Fa'oliu Appointed 07.07.2014, Resigned 30.09.2015

2016 2015 2016 2015
      $            $       $            $

Directors' emoluments 253,266$       153,021$       189,588$          117,931$        

(b) Transactions with Government Ministries and other State Owned Enterprises 

Transactions during the year
Sale of electricity 6,868,703      7,525,521      6,868,703         7,525,521       
Purchase of services (1,154,051)     (1,767,998)     (1,154,051)        (1,767,998)     
Dividends paid (2,000,000)     (1,000,000)     (2,000,000)        (1,000,000)     

Consolidated Company

During the year, the Company entered into various transactions with Government Ministries and State Owned
Enterprises. The aggregate value of major transactions with the related parties during the year is as follows:

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

The following were directors of the Company at any time during the financial year and up to the date of signing of the
financial statements:

Deferred income consists of grants in relation to capital expenditure projects and fixed assets acquired from donors.

Consolidated Company

Place of 
business 

Ownership interest Place of 
incorporation
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26 RELATED PARTIES - continued

(b) Transactions with Government Ministries and other State Owned Enterprises - continued

2016 2015 2016 2015
      $            $       $            $

Balances as at year end
Receivable from Government Ministries and State
Owned Enterprises (Note 12) 208,520$       213,550$       208,520$          213,550$        
Payable to Government Ministries and State
Owned Enterprises (Note 17) (76,025)$        (83,435)$        (76,025)$           (83,435)$        
Provision for dividend (2,800,000)$   (1,900,000)$   (2,800,000)$      (1,900,000)$   

(c) Transactions with subsidiaries

Transactions during the year
Sale of electricity -                 -                 16,711              3,372              
Purchase of liquid pertrolum gas -                 -                 927                   842                 
Service fee income -                 -                 6,000                20,000            

Balances as at year end
Other receivables
Homegas Limited -                 -                 180,204            74,542            
Tonga Gas Limited -                 -                 2,690                -                 

-                 -                 182,894            74,542            

Dividend receivable
Homegas Limited -                 -                 150,000            100,000          
Tonga Gas Limited -                 -                 180,000            100,000          

-                 -                 330,000            200,000          

Total related party receivable -                 -                 512,894            274,542          

Other payable 
Homegas Limited 395,101            -                 
Tonga Gas Limited 2,690                -                 
Total related party payable -                 -                 397,791            -                 

(d) Key management compensation

Short term compensation 2,409,717      2,316,614      2,356,175         2,257,864       

Key management personnel are those persons having authority and responsibility for planning, directing, and controlling
the activities of the entity, directly or indirectly, including any director (whether executive or otherwise) of that entity.

In addition to the director, during the year the executives identified as key management personnel, with the greatest
authority and responsibility for planning, directing and controlling the activities of the Group included the Chief Executive
Officer, Risk and Compliance Manager, Power Generation Manager, Network Asset Manager, Manager Distribution
Network, Finance Manager,Project Manager, Administration Manager, General Manager-Operations and the Strategic
Development Manager.

Company

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Consolidated
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27 CONTINGENT LIABILITIES

28 COMMITMENTS FOR EXPENDITURE

Operating leases

2016 2015 2016 2015
      $       $       $       $

Payable not later than 1 year 59,344           110,137         86,037              87,237            
Payable later than 1 year but not later than 5 years 435,746         440,546         344,146            348,946          
Payable later than 5 years 3,529,890      3,625,253      2,860,756         2,959,137       

4,024,980      4,175,936      3,290,939         3,395,320       

Amounts recognised in profit or loss
Lease expense 112,962         114,618         84,362              95,067            

Capital commitments 4,000,000      1,720,203      4,000,000         1,720,203       

The Group and Company has prepaid lease expenses $56,355 as at 30 June 2016.

29 EVENTS SUBSEQUENT TO BALANCE DATE

There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction
or event of a material and unusual nature likely, in the opinion of the directors of the Group, to affect significantly the
operations of the Company and the Group, the results of those operations, or the state of affairs of the Company and the
Group, in subsequent financial years.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

The Group leases various offices and transmission sites under operating leases, with varying terms ranging from monthly,
to multiple years, and subject to varying renewal rights. Total commitments for future lease rentals, which have not been
provided for in the accounts are as follows:

The directors of the Company and the Group are not aware of any contingent liabilities as at 30 June 2016 (2015: $nil).

Consolidated Company
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