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ABOUT US
Tonga’s electricity sector was re-structured in 2008 when the Government established the Electricity Commission (EC) 
through the Electricity Act 2007, and purchased the electricity assets from a privately owned entity. 

The functions of the EC include the regulation of tariffs, establishing consumer service standards, managing electrical 
safety, as well as the licensing of electricians, and creation of regulations for major electrical works. TPL operates under 
a strict regulatory framework through the Electricity Concession Contract (ECC) in which tariffs, operational efficiency 
benchmarks, consumer service standards and penalties are specified between the EC, the Government and Tonga 
Power Limited. 

TPL has its own Company Constitution and also operates under the Public Enterprises Act 2010 which provides greater 
commercialization incentives for state owned corporate entities. Tonga Power is entrusted with enforcing the Electricity 
Act and regulations.

Furthermore, TPL has been established with an independent Board of Directors drawn from the commercial sector of 
Tonga, appointed by Government. The company major objectives are to:

• Provide a safe, reliable, affordable and sustainable electricity supply throughout Tonga.
• Maximize shareholder value while maintaining prudent levels of exposure to operational and financial risks.
• Ensure sustained downward pressure on electricity tariffs.

Tonga Power’s core business is generating, distributing and retailing electric power across our four-grid system within 
Tonga consisting of more than 24,000 customers as well as the sale of gas through its subsidiary Tonga Gas. The 
Company also undertakes electrical contracting work particularly for private customer service lines. 

A uniform tariff rate is charged for all electricity consumers which composed of a fuel and non-fuel tariff component. 
The fuel component of the tariff is adjusted regularly for forecast fuel costs, forecast electricity demand as well as to 
return previously over- or under- recovered fuel costs. The non-fuel part of the tariff is adjusted for inflation over the tariff 
period using a consumer price index. 

VISION
Powering the
sustainable
development for
our Kingdom.

MISSION
Providing safe, reliable, affordable and 
sustainable electricity services for Tonga, 
with at least 50% of electricity 
requirements through renewable sources 
by 2020 whilst remaining financially 
stable.

VALUES
Quality Customer Service
Excellent practise & embracing technology
Transparency & Accountability
Creativity and Innovation
Honesty and Integrity
Run the business as if it is your own
Success as a unified team, success as a 
dedicated individual



LETTER TO THE MINISTER

30 December 2019
The Honourable Minister for Public Enterprises
Nuku’alofa.

Dear Minister,

Tonga Power Limited Annual Report 2019

I am pleased to present Tonga Power Limited’s Annual Report for 2019. The report provides a 
detailed summary of TPL’s performance in accordance with Section 19 of the Ministry of Public 
Enterprises Act 2002.

Tonga Power continued to meet some of its obligations and fulfil all its responsibilities whilst also 
continuing with the efficient operation of the entire power system. Tonga Power acknowledges 
the ongoing support of Government through the lifeline tariff whereby all residential customers 
consuming up to 100 kWh of electricity are still paying 70 seniti for every kWh of electricity 
consumption. 

On behalf of the Members of the company, I take this opportunity to thank the Government for its 
continued support and look forward to the same in 2020 and beyond.

Sincerely,

Dr. Steven Halapua
(Chairman)



KEY OUTCOMES 2019
• Despite a very challenging year after TPL slowly 

recovering from the aftermath of TC Gita in and TC Keni 
in 2018, as well as TPL holding its power tariff for almost 
two full years, Tonga Power still manage to remain 
profitable recording an after tax profit of $2.205 million, 
a significant decrease from a net profit of $4.708 million 
last year. 

• Total Equity increased from $61.4 million to $62.8 million 
at the end of 2019.

• Total borrowings at 30 June 2019 was $31.4 million and 
has increased by $3.8 million compared to June 2018. 
ROE at 3.5%, below the 10% (2018-7.65 %) target.

• TPL carried out CAPEX work totaling around $40.7 
million in 2019, repaid dividends & loans of $100K and 
$2.8 million respectively.

• Tonga Power gearing ratio at June 2019 was 32.79% 
(2018-28.41%) which is below the international 
benchmark for power utilities of not more than 45% and 
below the 40% level TPL Board set for itself. The increase 
in gearing recorded in 2019 was due to additional 
borrowings to fund remaining works at the Multi Utility 
Complex Building which will be paid for from the rental 
revenue from the 3 Head Offices of TPL, TWB and WAL.

• Declared Dividend for the 2018/19 of $771,844 
(2018: $3.3million) at the rate of $749 per share (1,031 
shares).

• Power Tariff 2018/19: $0.8120 per kWh was being held 
at this level since July 2017 (2017: $0.8120) until March 
2019 with $0.70 for first 100 kWh monthly residential 
consumptions as Government Policy Obligations. Tariff 
was reduced in March 2019 to $0.799 per kWh but 
the Government lifeline tariff of 70 seniti per kWh still 
applies.

• Common Utility Board presents $6,976,799 Dividend to 
Government in December 2018.

• The official opening of the Lakalakaimonū Multi Utility 
Office Complex was held in May 2019 with the presence 
of Their Majesties King Tupou VI and Queen Nanasipau’u 
as the Guests of Honor of the Event. 

• Tonga’s largest Wind Farm Facility (1.3MW) funded by 
the Government of Japan completed construction in 
June 2019 and was commissioned in July 2019. 

• Tonga Village Upgrade Network Project was completed 
in September 2018.

• Network upgrade of the CBD – Nuku’alofa Network 
Upgrade Project (NNUP) ground breaking in November 
2018.

• Over 2200 Capital and Operational works were estimated 
this year.

• Almost 2000 LED Street Light were installed this year 
across all four islands.

• Smart meter installation has progressed up to 12,000 
meters, including communication devices.

• US$29.9 million in co-financing for the Tonga Renewable 
Energy Project (TREP) was approved by the Green 
Climate Fund (GCF) in October 2018.

• Signing of a power purchase agreement (PPA) with 
Sunergise New Zealand Limited (Sunergise), which will 
finance, build, and operate the 6-megawatt solar farm on 
Tongatapu and sell the electricity generated to TPL for 
25 years was held in March 2019. Largest solar farm to 
ever build in the South Pacific.

• Outer Island Generation and Storage - TPL and MEIDECC 
received the no objection to release this tender on the 
1st of August 2019 with submissions due on the 22nd of 
October 2019.

• Two (2) Battery Energy Storage Systems (BESS) –
• BESS 1 - On 18 July 2019, Tonga signed an agreement 

with Akuo Energy SAS to build Tonga’s first ever-large 
scaled Battery Energy Storage System at the Popua 
Power station.

• BESS 2 - On 9 April 2019, 8 bids were received for 
supplying this system, bids have been evaluated 
and currently awaiting ADB decision on the 
recommendation provided for contract award.

• 3.8MW IPP Wind Farm - a request for proposal was 
released by TPL in August 2019.

• Fully complied with the requirements of the Concession 
Contract II and MPE Act.

• Six Line Mechanics have completed their qualification in 
cable jointing and over 35 Staff are currently undertaking 
the L4 Line Mechanic course.

• Board has approved the TPL Green Power campaign 
with an objective to better inform all electricity and 
energy stakeholders of the drivers for shifting to 
renewable energy.

• Fuel efficiencies above the regulatory targets of 4.05 for 
Tongatapu.

• Sponsorship on various community activities, part 
of Tonga Power commitment to assist the wider 
community.

• Ranked 4th at the last PPA Benchmarking.
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CORPORATE GOVERNANCE / BOARD 

  
 
Tonga Power considers its inherent responsibility to disclose timely and accurate information regarding the company 
financials and performance as well as to comply with good governance practices. 

Board of Directors 

The primary function of the Board of Directors is to provide effective leadership and direction to enhance the longterm 
value of the company to its shareholders and other stakeholders. The Board oversees the business affairs of the 
company and all directors exercise due diligence and independent judgement and make decisions objectively in the 
best interest of the company. 

The Board is also responsible for setting the right direction from the top and ensuring that a robust governance 
structure is in place to enable the company to succeed and deliver long-term sustainable growth. 

This year the longest serving Board Chairman of TPL Mr. Carl Sanft and two other directors’ term were completed in 
January 2019. The new Board of directors were appointed to their new role in January of this year and will continue 
until January 2020. However, two members from the old Board were reappointed back to the new Board. 

In 2019, Board meetings were held six (6) times and the attendance of each member is tabulated below. 

D r . St e v en Halapua 
Boa r d Chairman 

John Paul Chapman 
Di r ec t or 

Nailasikau Halatuituia 
Deputy Chairman 

Seventeen Toumo'ua  
Di r ec t or  

Sione Taione  
Di r ec t or  
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As at the 30th June 2019, the Board composition was as follows together with the number of Board meetings attended:

Board Sub-Committees
The following subcommittees of the Board assisted in advisory functions:

• Land Subcommittee
• Utility Complex Building Subcommittee
• ERP Subcommittee
• Finance, Audit/Risk Committee
• CEO Recruitment Subcommittee

The company continues to implement 
several policies based on corporate 
governance to ensure that all employees 
including the Board are committed to 
the principles of corporate governance 
standards consistent with best 
practices.
The following policies are as follows:

• Directors Code of Conduct
• Board Conflict of Interest Policy
• Amended Policy
• Staff Administration Policy

Old Board

Policy-Based Corporate Governance

New Board

Director July 2018 –
June 2019

Number of Board 
meetings attended

Carl Sanft Board Chairman 6

Nailasikau 
Halatuituia Deputy Chairman 6

‘Aisake Tu’iono Director 6

Fuiva Kavaliku Director 6

Sione Taione Director 6

Director Jan 2019 –
July 2019

Number of Board 
meetings attended

Dr. Steven 
Halapua Board Chairman 6

Nailasikau 
Halatuituia Deputy Chairman 6

John Paul 
Chapman Director 6

Seventeen 
Toumo’ua Director 6

Sione Taione Director 6
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TONGA POWER MANAGEMENT 

 

Siaosi Vaka’uta  
Design & Planning Manager  

Steven ‘Esau  
General Manager Finance  

Seti Chen  
CEO  

Sosefina Maileseni  
Risk & Compliance Manager  

Simon Wilson 
Major Projects Manager 
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Nikolasi Fonua
Strategic Development & Engineering Manager

Murray Sheerin
Power Generations Manager

Alisi Tu’inukuafe
Human Resources Manager

Henrietta Nau Lavemai
Administration Manager

Samisoni Fatai
Distribution Line Manager
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CHAIRMAN’S STATEMENT
It is with great privilege for 
me to write this Statement on 
behalf of TPL longest serving 
Chairman Mr Carl Sanft 
whose term was completed 
in January of this year to 
which I took over the role 
as TPL new Chairman since 
then.
2019 was a very challenging 

year for Tonga Power Limited as we endeavour to expedite 
operations to meet the Government goal of achieving 
50% by end of 2020 while at the same time maintain 
tariff at 81.2 seniti despite fluctuations in diesel price. 
Notwithstanding the pressure and implications that comes 
with this compelling renewable energy (RE) goal, the 
company still managed to stay profitable with a Net Profit 
After tax (NPAT) of $2.6 million compared to a NPAT of 
$4.7 million in 2018. We believe it is not enough to simply 
make electricity affordable, but how we generate energy 
matters; it has to be responsible, it has to be sustainable, 
and it has to benefit all Tongans equally. That is why we 
are harnessing the Sun and Wind to power Tonga with the 
cleanest, renewable energy possible while still continue to 
offer our customers with the lowest tariff possible.
With that in mind couple with the changing and instable 
political environment, the company has redirected its 
priorities and resources to ensure that only the major 
important capital works are executed this year and the 
years to follow. Tonga Power plan to execute about $7.0 
million capital works in the next financial year.
Our main focus now is on implementing the Tonga 
Renewable Energy Projects (TREP) funded by the Green 
Climate Fund (GCF) that was approved in 2018 in addition 
to other donor funded RE projects which has already been 
secured through various donor partners, all will take Tonga 
to meet this RE target by 2020.
We continue to undertake the Nuku’alofa network upgrade 
project, which is target to be completed by 2024, as well as 
the Vava’u upgrade project scheduled to be completed at 
the end of this year. Once all the upgrades are completed, 
we expect improvement in line losses, network reliability, 
improved cyclone resilience and can withstand growing 
intermittent RE’s. Thanks to the generous and the ongoing 
support of the NZ Government, the Australia Development 
Bank (ADB) and other donor partners.
This year 2019 one of our most impressive achievement in 
the renewable energy space was made possible through 
the generous support of the Government of Japan where 
the largest windfarm in Tonga was officiated by HM King 
Tupou 6 in July. 

Tonga Power will continue to lead the development 
of renewable energy, in support of Government’s 
commitment to achieve 50% of all energy requirements 
from renewable energy sources by 2020, 75% by 2023 
and 100% by 2050. We’re extremely proud of the ambition 
behind that commitment, as we strive to set the energy 
sector on a sustainable, future-focussed path.
A major governance transition occurred in January of this 
year was when Government undertook another restructure 
of Public Enterprises Board of Directors whereby Tonga 
Power three directors term were completed and were 
replaced by new Board members, with expertise in 
different areas relevant to the operation of the company. 
The three new Board members includes myself, as new 
company Chairman were appointed into our new role 
with Tonga Power in January of this year. Our focuses are 
all now being redirected to expediting this Government 
50% RE target as well as preparing for the TARIFF Reset 
between Tonga Power and the Electricity Commission, all 
set for 2020.
Meanwhile, Tonga Power shareholding Ministry are 
coming stronger this time through issuing directives in 
forms of expectation letters to ensure that the company 
are profitable, tariff is affordable but more importantly 
pushing for greater customer satisfaction and service 
delivery. This laid the foundation for the company direction 
this year and years ahead.
All eyes are now in 2020 however, this does not undermine 
the company efforts in implementing its supporting 
functions. The company continue to integrate new 
technologies with existing ones as evident in the smart 
metering project nearing completion, refining and progress 
unsettled issues with its newly ERP system, more 
customer outreach and awareness programs through 
talk back radios and TV programmes, all to provide its 
customers with a safe, reliable, affordable and sustainable 
electricity services and greater customer awareness.
The company is also fortunate to have finally started 
operation from its newly Matatoa office in July of this 
year which was officiated by their Majesties in May. This 
was made possible through a term loan with ANZ Bank 
in 2018 and 2019, which will housed all utility companies 
in one building. Costs are also to be shared and efficiency 
and improved performances are expected. The Common 
Utility Board initiative is highly supported by the Board 
of Directors in order to improve good governance and 
performances through cost sharing and shared services.
Tonga Power manages a network that stretches across 
Tonga with over $170 million in assets. However, our 
most valuable asset is not composed of power poles and 
cables; our greatest asset is, by far, our people. From our 
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CEO, Mr Seti Chen, to our Board of Directors, to all our staff  
in offices around Tonga and the outer islands, our people  
are on the frontlines of powering the Kingdom prosperity,  
and they have my total and sincere gratitude. Together, we  
made 2019 a complete success, and we all have a cause  
to celebrate TPL’s achievements. When disaster strikes in  
Tonga, the Tongan people know they can count on TPL to  
do absolutely everything within our control to get power  
back online, restoring that feeling of safety and security  
that only reliable electricity companies can provide. We will  
continue to work day and night until the job is done –– not  
only in moments of crisis, but whenever necessary –– to  
keep the lights on in Tongan households, and to expand  
our grid to bring the life-changing benefits of electricity  
to more of our people. Of course, none of our progress  
would be possible without the unwavering support of the  
Tongan Government. I am deeply grateful for the visionary  
leadership of our Honourable Minister, which has led to  
the unprecedented economic prosperity that has fuelled  
TPL’s growth. I thank the executives from the various  
Government Ministries with whom we work for their  
continued support and cooperation during the year.  

But above all else, I would like to thank our customers.  
Our work powering homes, roads, schools and hospitals  
across the country is solely in support of your wellbeing.  
Your interests are at the very centre of every decision we  
make, and we will continue to innovate, invest and improve  
our services on your behalf. Thank you for allowing us to  
serve you.  

Looking to the future, Tonga will continue to share our  
success as widely as possible by delivering value for our  
shareholders and by offering our customers a high level of  
service in the energy sector that is on par with what can be  
found in more developed economies.  

Throughout all of our work, sustainability will remain at the  
heart of our leadership, whether it is growing access to  
renewable energy, strengthening our resilience to climate  
change, or setting our organization up for long-term  
financial success.  
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CEO’S STATEMENT
I am pleased to present 
Tonga Power Annual report 
for the financial year 2018/19. 
The year 2019 was a very 
demanding year for the 
company as it strives to 
meet the Government 50% 
Renewable energy target 
while at the same time hold 
tariff at 81.2 seniti for almost 

two full years by the end of June 2019. Tonga Power 
recorded a net profit after tax of $2.2 million, a significant 
decline from a net profit after tax of $4.7 million recorded 
last year. The declined profitability is attributed mainly to 
increased fuel costs, which rose from $33 million to $40 
million at end of June 2019, offsetting the increase in total 
revenue by only $5 million to $53 million at end of June 
2019. This a true reflection of the increasing diesel price 
while tariff was put on hold throughout the year.
The company is progressing with the implementation 
of all its Tonga Renewable Energy projects with an eye 
to complete all works by 2020. A 6MW IPP Solar was 
signed with Sunergise NZ in May of this year, which will 
be the largest solar plant to be built in the South Pacific. 
Two Battery Energy Storages (BESS) are to be installed in 
Tongatapu this year, and several BESS and additional solar 
plants for the outer islands as part of TREP is also to be 
installed and build before 2020. The last major component 
of this project a Wind IPP is also in the pipeline with target 
completion in early 2020. By year 2020, we are aiming 
to have achieved 17.7 MW in new renewable energy 
generation and at least 20 MWh of storage capacity. To 
date, approximately 10% of all electricity generation are 
from renewable energy.
Additionally, other major capital works has been prioritised 
to be implemented this year prior to 2020 in addition to 
the RE projects mentioned above. This includes a control 
center estimated at about $4 million, which will control 
operation from Power Generation to the transmission of 
electricity to homes from one specific location. Generator 
overhauls and refurbishment are also planned to kick-
start this year after so many years of delays as well as 
the procurement of a fourth feeder for Tonga to meet the 
growing demand.
Furthermore, the IT department is continuously exploring 
opportunities in technological advancement to provide 
greater process efficiencies and to lower financial risks 
to Tonga Power Limited and its customers. This is the 
foundation for TPL to drive performance and become 
faster in the response to changing customer demands. 
In terms of our customers, the number of customer 

accounts increased by 2.2% to 24,054. This increase was 
largely ascertained due to the village network upgrade 
project TVNUP. Demand for electricity increased by an 
overall 8.4% as a result.
Network reliability as measured by SAIDI was at 811.54 
minutes and operating favourably below the regulatory 
target of 1080 minutes. Line losses has declined 
significantly to 10.12% as at end of June 2019, generally 
above the regulatory target of 10%. This again attests to 
the completion of the Village network upgrade project. 
Customer satisfaction levels improved during the year 
as more customers continue to use our online customer 
services for bill requests and other power related issues. 
As a result, the number of reported customer issues 
increased over the year. Most of the complaints were 
customers requesting for their bills and not receiving 
invoices. The Health and Safety Committee in response 
to the concerned issues, encouraged more awareness 
notices on various matters through the Communication 
Unit of the company as well as ensuring that these issues 
are addressed on time.
Tonga Power continues refining of its Enterprise Resource 
Planning system which we are slowly experiencing first 
hand its benefits. Again this new system comprises an 
integral part of business function into one single source 
for business intelligence and analysis, promoting efficient 
and effective operation within the company. 
Deployment of Smart meters continued during the 
year with 6,343 smart meters remaining to be installed 
(both single phase and three phase). This project is near 
completion and expected to be completed by the end of 
December, 2019.
A paramount priority continues as TPL invests in health 
and safety to ensure we are ready for the updated Health 
and Safety requirements that comes with new projects 
as well as additional new services. TPL stakeholders 
performs a significant role in ensuring national safety 
standards are adequate and complied with to protect 
the public and operators/maintenance staff around 
electricity. High standard of safety is exercised throughout 
the village projects, Nuku’alofa Upgrade project and the 
network rehabilitation project in the outer islands. We 
continue to better co-ordinate the enforcement of safety 
standards with the electrical contractors via the Electricity 
Commission to ensure safety within the homes and 
commercial buildings to minimize the trends of death due 
to electrocution moving forward. 
A significant amount of investment remains and TPL 
continues to seek the best methods for funding these 
investments with the hope that grant funding will be 
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available because of the development gains that will  
result. This forms a major challenge for the nation and  
TPL to fund and sustainably maintain the existing and high  
priority new projects. TPL continues dialogue with various  
stakeholders to engage and encourage more investments  
through IPPs, all contributing to the 50%, 70% and 100%  
Renewable pathway.  

In order to achieve these targets, funding is a crucial  
element. Should these projects not find grant funding then  
the company will look into funding these projects from  
its cash flows or by through debt. On a commercial debt  
basis, the non-fuel component of the tariff may require an  
adjustment. Therefore, the continued support from the  
Development Partners is vital as well as clear direction and  
leadership from Government.  

Overall, TPL’s vision is to provide tariff reductions and  
better services to the people of Tonga. As we strive  
towards achieving the 50% renewable energy target  
next year, there is confidence that the vision will be  
accomplished in the very near future. On that note, TPLs  
diesel generators will continue to play a major role in  
energy generation.  

Moreover, because of Tonga’s high reliance on imported  
diesel, the Government of Tonga (Shareholder) continues  
to offer its “Life Line Tariff” subsidy which allows all  
residential consumers who use less than 100 units  
of electricity each month to maintain an Electricity  
Tariff of 70 seniti per kWh. This is part of government’s  
ongoing support of its people. Another notable support  
by Government is encouraging Tonga Power to waive  
disconnection and reconnection fee to all disconnected  
customers.  

Tonga Power has made great progress in a tough  
environment which comes with its required changes  
and market demand for our services will continue to  
increase in the years ahead – we are well prepared to take  
advantage of new opportunities in the future.  

I sincerely thank Team Tonga Power and our Shareholding  
Government for the ongoing assistance and support  
this year that has led to the success of all these projects  
discussed above.  
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the Office of the Ombudsman in which was handled well 
by the Risk and Compliance Unit of the company.
The total number of reported faults and outages reported 
by the Fault Unit decreased by 12.6% from 3,933 reported 
faults/outages in the year 2018 to 3,436 at end of June 
2019, reflecting largely the improved network. Most of the 
reported faults during the period were mainly in areas of 
the CBD – covered in the Nuku’alofa upgrade scope.
With a concentrated and coordinated approach in 2019, 
it is anticipated that customer enquiries and complaints 
will be managed more effectively as more customers 
will continue to utilise our online services for all power 
related issues and complaints. This service provides TPL 
assurance that our customers are more aware and realize 
our services we offer to the public. The focus continues 
to be on the quality of services delivered to the individual 
customers by front line staff when answering the calls 
and taking customer enquiries at the counter or during 
operational works in the field. Ongoing training of front line 
staff were offered during the year.
The Fault Unit continues to operate 24 hours, 7 days a 
week with the main Contact Centre in Small Distribution 
Center, closing at 5.00pm, while the Head office customer 
service counter closes at 5.00pm from Monday-Friday.
Whilst Tonga Power was pleased with the improvement 
in its overall customer satisfaction level considering the 
nature of the complaints reported, it still wishes to improve 
on its level of service by putting in place appropriate 
action plans to address the areas of improvement in key 
areas of the organisation. In the meantime, TPL is also 
investigating how it could improve on the overall customer 
response in future years by obtaining views from its 
customers, through customer surveys and customer 
awareness week which we have started this year.

SMART METERING 
CUSTOMERS
Tonga Power is currently 
on phase 2 of the project, 
deploying 15,000 meters. 
This continues from phase 
1 which was completed in 
2018. Phase 2 is expected to 
complete at the end of this 
year 2019 then will continue 

on with any remaining new connections estimated to be 
around 1000 customers. Despite the challenges faced in 
the early stages of this initiative such as network issues 
and ongoing customer queries on how the system works, 
the benefit of this initiative has proven to outweigh the 

REVIEW OF 2019
CUSTOMERS
The total number of customer 
accounts increased by 2.2% 
from 23,541 in June 2018 
to 24,054 in June 2019. The 
customer accounts as at 
end of June 2019 are made 
up of: Commercial 4,763 
(19.8%) and residential 
19,291 (80.2%). The increase 

in customer accounts was mostly in the residential sector 
because of the completion of the Tonga Village Network 
upgrade project funded by the NZ Government, where new 
customer connections significantly improved.
Smart Meters are currently installed in the main island 
Tongatapu. As of June 2019, there are 6,343 smart meters 
remaining to be installed (both single and three phase) and 
is anticipated to be completed by the end of December, 
2019.
There was an increase in demand for electricity by an 
overall 8.4% from 57.9 million units at end of June 2018 
to 62.8 million units at end of June 2019. The increase in 
electricity consumption in the commercial and residential 
sectors largely is a result of improved network and 
anticipated to continue as the NNUP progresses.

CUSTOMER SERVICE
The Customer Service front 
desk and the Fault team 
continued its outstanding 
performance in the year 
2019 as the total number 
of customer complaints 
increased from 696 last 
year to 1,371 this year. 158 
complaints for Tongatapu 

were all in the month of October 2018 where online 
payment customers were affected. Customers were 
informed accordingly relating the issues and related 
payment options to avoid disconnection. Customers 
concerns relating to bills not received and requesting their 
bills to be send via email has increased tremendously over 
the years indicating our customers are increasingly using 
our online bill services. The team are working closely with 
the banks, our IT division and customers to avoid similar 
event from happening again in futures. The two days 
threshold for addressing customer queries stipulated in 
the Concession Contract II however was being strictly 
adhered to.
Several other complaints were being reported directly to 
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costs. Smart meters are read automatically and does not 
require meter readers to visit homes, it offers alternative 
methods of billing such as customers having the option of 
changing from a ‘credit account’ to a ‘prepayment account’ 
without having the meter replaced, no disconnection fee to 
be paid, and it will also allow Tonga Power to monitor very 
closely the quality of power it provides to its customers. 
Tonga Power will be able to manage its customers better 
once the project is complete.

SAFETY AWARENESS
Awareness on electrical 
safety tips were the focus 
of TPL’s communication 
activities to its customers 
this year. Presentations 
were carried out in schools 
and communities to create 
awareness and radio and 
TV programmes were also 

broadcasted on safety and energy savings topics. Tonga 
Power made full use of relevant media networks to 
maximize the exposure of its safety messages by printing 
billboards, conducted talk shows and more during the 
year.

ELECTRICITY TARIFF
The electricity power tariff 
was on hold at $0.8120 per 
kWh for the entire 2018/2019 
financial year and was 
recently decrease to $0.7990 
per kWh in March of this year. 
However, this was financed 
from withholding Tonga 
Power dividend payable to 

Government for the year. 
The electricity subsidy threshold offered to residential 
customers using less than 100kWh per month which 
became effective in April 2017 continues throughout the 
year. All other residential customers using more than 100 
units (kWh) of electricity and
non-residential customers are not eligible for this initiative, 
offered by Government.
The review of the customer bond is ongoing, based on the 
consumption pattern changes. All new connections are 
required to pay a customer bond upon connection.

Bill payment continues to be collected through the 
following means of payments:

• Internet Banking (ANZ , BSP and TDB)
• Digicel Mobile Money & Klickex
• EM Jones
• Outer Islands offices
• Waste Authority offices
• Tonga Water Board offices
• Western Union
• Home Gas offices
• Online Self Service

With the newly Multi Utility Complex building, this serves 
as a one-stop shop where you can pay your utility bills 
in one office. However, the old offices of Tonga Power, 
Home Gas and Waste are still open for the public to pay 
their utility bills until which time we find a tenant to occupy 
those spare and the team relocated back to the new office 
Building.
Disconnection and reconnection remains free of charge.
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HUMAN RESOURCES
The Financial Year 2018/2019 has been a 
historical year for the TPL Family:
We embarked on a 10-year aluminium anniversary 
milestone and held a celebratory ceremony to 
acknowledge God’s guidance and endless blessings to 
bring TPL this far through our greatest assets, our human 
resources. Our 63 pioneers who have loyally served the 
Company for 10 years were recognised with Achievement 
Certificates and 10 days long service leave entitlements. 
The ceremony was held at the Tano’a Hotel last year.
As the CEO Mr. Robert Matthews’ employment contract 
ended, the Board formulated a CEO Recruitment Sub-
Committee to carry out the recruitment process. Mr. 
Setitaia Pasivaka Chen, former General Manager 
Operations was appointed as the Acting CEO effective 
from 1 August 2018 before confirming to the role as 
the first local CEO for the Company effective from 1 
September 2018.
Furthermore, the Board approved that the employees who 
would be at least 60 years of age by 31 December 2019 
be invited to retire through the Voluntary Redundancy 
Policy. The seven (7) retirees accepted CEO’s invitation 
to retire that works were conducted to implement our 
Succession Plan. For instance, the Foreman was the 
approved successor of the Ha’apai Lines Supervisor 
who retired in April 2019. In addition, CEO approved 
the execution of our Expatriates Policy where both 
the Network Distribution Manager and the Design and 
Planning Manager were promoted to Senior Manager 
Positions instead of engaging an expatriate for the General 
Manager Operations position effective from 1 March 2019. 
In January 2019, the Strategic Development Manager 
resigned whereby the Engineering Manager, also former 
Strategic Development Manager, took up the additional 
responsibilities effectively.
In April 2019, the Strategic Development Team initiated 
the Strategic Plan Review that the HR team conducted 
SWOT analysis. The outcome from this review was the 
initiative for HR to centralise the Company’s recruitment 
and training processes and streamline processes while 
revisiting the HR strategic targets.
As at end of June 2019, Tonga Power workforce 
comprised of 218 permanent employees and 35 casual 
staff. The increase in permanent staff population was 
due to the ongoing implementation of our Internship and 
Apprenticeship program with the local tertiary instructions 
Tonga Institute of Higher Education, Tonga Institute of 
Science and Technology, University of the South Pacific, 
Tupou Tertiary Institute and St Joseph Business College 
as part of their graduation requirements. Upon receipt of 

graduation certificates, some were confirmed to full time 
positions. Our retention rate dropped by 8.14% against our 
annual target of 90% comparing to June last year. This 
was due to the 14 New Zealand qualified line mechanics 
taking up job opportunities with North Power Ltd and other 
NZ power companies in September 2018. Meanwhile, 
25% of the total number of permanent employees were 
females which is higher than last year’s rate of 20%. 
While this reflects the nature of our work as a male 
dominant organization, it is a challenge to invest despite 
our consistent commitment to promote gender equal 
workforce.

The Human Resources (HR) Team continued to visit the 
other workstations in Tongatapu and the outer islands. In 
November 2018, the team visited each employee in their 
respective areas of work to distribute the outcome of 
the annual performance review, discuss one-on-one any 
issues that hinder performance as well as reminders of 
our staff policies and procedures.
While the HR unit continued to improve on employee 
services, the recruitment of a Junior HR Officer internally in 
October 2018 was to assist with the increasing workload. 
The HR maintained its record in processing of staff pay 
fortnightly on a timely basis. The HR monthly reports to 
the Board contained all the monthly progress against set 
strategic annual and monthly targets for the year.
Moreover, TPL is dedicated to enhance staff development 
and training to increase the value added to our business. 
In August 2018, our frontline employees participated 
in the Customer Service training expedited by the 
Tonga Business Enterprises Centre (TBEC). One of our 
Engineers attended the Renewable Energy (RE) & Diesel 
Power Operation for Small Islands’ course in Japan in 
August 2018. This course was facilitated by the Japan 
International Cooperation Agency (JICA) as part of the 
ongoing partnership between TPL and JICA anticipating 
the 50% RE target in 2020. In November 2018, the Tonga 
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Red Cross provided the First Aid Training to all our staff as 
our commitment towards our health and safety initiatives 
within and outside our workplace. One of our Senior 
Accounting Officers took up the Branch Manager position 
for Vava’u in February 2019 following CEO’s approval for 
study leave of the former Vava’u Manager. When the IT 
Manager commenced long sick leave in May 2019, the IT 
Supervisor stepped up to the challenges of the acting role, 
to be trained with the additional leadership responsibilities.
Tonga Power continued to promote a healthy workforce 
by subscribing the staff to the gyms, and awarding the 
staff who lost the most weight during the year. Our 
commitment towards our work is reflected through our 
overall absenteeism rate of 2.4% against the target of 5%.
Lastly, our HR Manger, Ms. ‘Alisi Tu’inukuafe would 
retire on 27 September 2019. It gives the HR team great 
satisfaction to recognise, respect, and appreciate all the 
valuable skills, knowledge and the positive qualities that 
our amiable manager had instilled onto us. It is painful 
to say goodbye to a very friendly leader, a mother and 
dearest friend with uncommon contributions not only to 
the Company but also towards every employee’s career 
progression. It feels like it was just yesterday that we work 
under her, for more than 10 years, she had role modelled 
that being in a male dominant work environment, it is 
important to be firm, lend a hand wherever possible and 
do the best we can.
The company also bid farewell to one of the longest 
serving employee of Tonga Power since the establishment 
of the Tonga Electric Power Board Mr. Siaosi Vaka’uta 
in July this year. Mr Vaka’uta passed away while still 
serving as an employee of Tonga Power as the Design and 
Planning Manager who has worked for the company for 
30 years. Again, this is a big loss to the TPL family and the 
company will soon find a replacement to continue to do 
the good work that Siaosi has given to the company during 
the time he was with us.

19 | www.tongapower.to



Tongatapu’s 12-month generation increased by 7.81% over 
the year which is in line with the rise in total consumption 
as well as line losses. Increase in overall generation in 
all islands correlates to the increase in consumption. 
This may be a result of the network upgrades providing a 
more reliable network for its customers thus increasing 
consumptions. Line losses for ‘Eua has shown a 
significant improvement as network upgrade is completed 
while Vava’u line losses are still considered high as work 
are still underway. Ha’apai generation, consumption 
and line losses increased during the year reflecting 
the improvement to the network. Parasitic losses also 
increased. Tongatapu line losses increased over the 
period, and is expected to decline once the NNUP 
progressed further and completes.

RENEWABLES 
GENERATION
The nature of solar PV 
generation without storage, 
limits its usefulness to 
daytime only. Total renewable 
energy generation for the 
FY 2018/19 year was 6,424 
MWh, which was a 12.2% 
increase from the previous 

year 2017/18 year figure of 4,147MWh. The graph below 
shows the contribution to renewable generation from each 
renewable energy plant. Matatoa’ s contribution was the 
highest at 38.0%, then Mata ‘o e La’a at 19.5%, Maama Mai 
at 17.6%, and third party micro solar plants contributed 
7.9% of the total renewable generation. The rest are shown 
in the graph below.

GENERATION VS. 
CONSUMPTION
Total generation (diesel plus 
renewables) in all four islands 
groups for year ending June 
2019 was about 70.6GWh, an 
increase from 65.7GWh in the 
year 2017/18. Out of the total 
power generated, 62.8GWh 
were billed to the customers 

and parasitic and line losses contributed to 1.8GWh 
(2.57%) and 5.9GWh (8.43%) respectively. The individual 
island generation and consumption are shown in the graph 
below.

PRODUCTION AND SUPPLY OF 
ELECTRICITY 

A comparison of the increase/decrease of power 
generation and consumption from FY 2018 to FY 2019 is 
shown in the table below.
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The chart below shows all generation mix connected 
to the grid and how each sector contributes to overall 
generation as at June 2019.
• TPL micro solar (44,274kW in total), includes: Takuilau 

College, Tupou College, Beulah High School, Alonga 
roof-top solar, Tailulu College, ‘Apifo’ou College, Pole top 
solar (Pole top solar are estimate only as no meters are 
available);

• Third party micro solar (567,692kW in total), includes: 
Longolongo Police Station, Domestic Wharf, Vava’u 
hospital, NZ High Commission, Sefo Ramanlal, Soane 
Ramanlal, Owen Muller workshop, LDS Havelu, LDS 
Ma’ufanga, Catholic Residents, etc.;

• TPL wind (21,438kW) 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.

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 2018 – 
June 2019, fuel saving from renewable energy was about 
1.6 million litres. The fuel saving for the same period 
last year was about 1.5 million litres. TPL’s overall diesel 
fuel consumption increased 6% (fuel displacement in 
Tongatapu alone was 7.9%). 
The following graph shows the accumulated fuel savings 
in TOP dollars for years 2017/18 and 2018/19. Cumulative 
fuel savings for 2017/18 and 2018/19 were $TOP7, 
775,002 and $TOP 11,217,045 respectively. The fuel saving 
in the year 2017/18 was $TOP 1,634,315 and $TOP3, 
442,043 for the year ended June 2019.

DISTRIBUTION OR SYSTEMS LOSSES
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 10.0%. The overall system losses for all four-grid island 
system have decreased significantly from 16.01% in 2011 
to 10.12% as at end of June 2019 largely reflecting the 
improvements to the network. In energy terms, TPL has 
reduced about 0.1 million kWh of energy losses from 0.7 
million kWh (in 2011) (in 2019), not so much given that 
70% of load is coming from the CDB area which is not part 
of the TVNU project, OIEEP and OIREP. Over the years, this 
energy saving has contributed to some reduction in diesel 
saving and a correlating reduction in the fuel tariff. 
We would expect a major improvement in line losses once 
the NNUP progress, however complete funding of NNUP is 
yet to be finalised.

FUEL EFFICIENCY
Fuel efficiency is the measure of the 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 operating 
above the fuel efficiency targets (RE included) for all island 
groups except Vava’u (weighted average of 4.05kWh) 
which is largely attributed to having the generator to run at 
very low load thereby leading to a reduced fuel efficiency 
as the generators are required to run in stand-by mode 
for any intermittent production from the solar plants. This 
however has a corresponding positive impact on the fuel 
tariff. An ongoing dialogue with EC to clarify the company 
position against the Concession Contract regulatory 
targets. The plan is to consider revising the targets to 
incorporate the effect of Renewables and the increased 
focus on customer services.
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RELIABILITY 
MEASURES (Tongatapu)
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 measures 
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 2018 to June 2019 
compared with the previous year. During the last twelve 
months period on average a connected customer has 
experienced about 811 minutes (about 13 hours) power 
outage compared to 738 minutes in 2018. This was mainly 
underpinned by several major planned outages because 
of the village upgrade project in addition to unplanned 
outages from road accidents.
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The Distribution Division 
continues to turn objectives 
set forth in the Business 
Plan into milestones which 
in turn continues to put 
TPL as one of the leading 
Power Utilities in the South 
Pacific. Several major 
capital works and projects 
have been undertaken and 
accomplished.

• A significant milestone was the marking of 
the completion of the TVNUP which has been 
benchmarked as one of the most successful network 
upgrade project undertaken in the South Pacific. Due 
to the success of the TVNUP and some resilience 
weakness highlighted by TC Gita the Nuku’alofa 
Network Upgrade Project on the 14th of November 
2019 successfully kicked off. Our gratitude goes out to 
the NZ people and the Asian Development Bank.

• The Outer Island Renewable Energy Project (OIREP) 
network rebuild in Vava’u continued and has 
successfully met the project milestones and through 
project efficiencies has been able to expand on 
the original project scope of works to include two 
additional villages.

• Over 2200 Capital and Operational works were 
estimated this year.

• Almost 2000 LED Street Light were installed this year 
across all four islands.

• Smart meter installation has progressed up to 12,000 
meters, including communication devices.

• The installation of smart meters provided an effective 
increase of 1,000 customer disconnection which was 
also a similar trend on the number of reconnections 
increase of 2,000 when compared to the previous 
financial year. The reduction in overhead due to smart 
meter disconnection have also proven beneficial.

• Slight decrease of customer connections from 785 
to 691, with the impact of TC Gita and transition of 
TVNUP to NNUP contributing to the decrease.

We have retained the number of permanent employees 
and have focused on improving transparency of the 
performance review and recognition process.
We continue to increase the casual trainees from TIST 
coming into the workforce through the TVNUP project, 
distribution and design & planning divisions. A continued 
focus in providing equal opportunities to female trainees 
have also proven beneficial in further developing the 
professional services conducted by the Distribution 
Division.
Six Line Mechanics have completed their qualification in 
cable jointing. Over 35 Staff are currently undertaking the 
L4 Line Mechanic course.
Forward planning for the distribution division continues to 
focus on enabling the network reconfiguration to manage 
the grid impacts of full penetration of 50% Renewable 
Energy by 2020. Specifically, the existing radial network 
configuration on Tongatapu is going to be reconfigured 
into a ring network configuration. To be able to do this a 
new fourth feeder will be installed.

DISTRIBUTION 
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BUSINESS SYSTEM
Tonga Power uses a 
“Systems Approach” 
to achieve continuous 
improvement and therein 
maximise profit to the 
shareholder. During its 
Annual Strategic Planning 
Meeting workshop held at 
the beginning of the year, 
the long-term Vision of the 
company was changed and 

then translated into tangible Strategic Objectives which 
are then developed into working strategies. The strategies 
are delivered through a comprehensive Business Plan. 
Tonga Powers Business Plan for the 5-year period 2019-
2024 outlines strategies agreed to by the Directors and 
Management of Tonga Power Limited to be implemented 
to achieve its goals.
Performance Management Systems ensure 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. 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.
A notable achievement is the revision of Senior 
Management KPIs to be in line with the strategic targets 
of the company. Safety related indicators was another 
important target added to the list, a major functionality in 
TPL new ERP system. This is one of the company’s efforts 
to ensure that the strategic objectives set at the beginning 
of the year are achievable.
The Enterprise Resource Planning System is currently 
operating well. Despite some minor unresolved issues 
that are still logged with each Unit, this system integrates 
all information across the business units and functions 
embracing procurement, inventory management, finance & 
accounting, billing and revenue collection, and payroll.
Tonga Powers Asset Management Plan assists in 
managing the Company’s assets throughout their life 
cycles from procurement, operation, maintenance, 
disposal and renewal stages. The team are currently 
working in reviewing its Asset Management Plan and 
will be used as a guide in the years to come for asset 
replacement and maintenance. Again, this is being led 
by the Strategic/Engineering Division of the company 
because of its direct link to the Asset Management 
Module of the new ERP system.

TPL’s HSE Plan ensures safety for our staff and the public 
from potential electric hazards. With the new ERP system, 
the Risk and Compliance Unit are using the PPRisk Module 
for risk and compliance management, monitoring and 
reporting.

INFORMATION TECHNOLOGY
Tonga Power IT department have deployed solutions that 
have integrated the company with the latest technology 
achieving efficiency in business processes, whilst still 
managing business risks.

Common Billing
The IT Department has inherited the Orion Billing System. 
With the Tonga Water Board, Waste Authority Limited 
joining the integration for a common structure it is clear 
that having a new common billing platform developed 
would greatly improve the working amongst these 
companies. Thus, a new common billing was developed 
by AgilityCIS to integrate all billing of each company to one 
system. 
The new billing platform will include all companies with 
each respective product such as Water, Power, and Waste 
including all features of the new billing system. The 
Common Billing was on hold to allow us to move into our 
New Utility Building and will continue developing at the end 
of this year 2019.

IT Network Infrastructure
The IT New Network Infrastructure was designed by TPL 
IT Department and Network Service Provide (NSP). The 
new infrastructure will run all buildings in Matatoa. The 
New Network consists of all Tonga Power, Tonga Water 
Board, Waste Authorities, and Tonga Gas/Home Gas’s 
applications and communications. The New infrastructure 
includes new Cabling, Switches, Access Points, Internet, 
and new data centre. The new complex has been 
completed but still growing to accommodate new 
requests, such as Security Doors, Finger print time clock 
and Security Cameras.

Smart Metering Customers
Tonga Power Limited is currently on phase 2 of the 
Project, with 15,000 smart meters to install. There are 
now over 12,318 smart meters been installed and active 
as of mid-Aug 2019. A total of 5,999 old meters remain to 
be replaced which includes both single phase and three 
phase meters all over the Island. Phase 2 is targeted to 
be completed at the end of the year – 2019. We will order 
the remaining 4,000 meters to complete the whole island, 
Tongatapu and expected that the whole of Tongatapu’s 
will fully be installed with smart meters by mid-2020.
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Despite the challenges faced in the early stages of this 
initiative such as network issues and ongoing customer 
queries on how the system works, the benefit of this 
initiative has proven to outweigh the costs. 
Smart meters are read automatically and does not require 
meter readers to visit homes, it offers alternative methods 
of billing such as customers having the option of changing 
from a ‘credit meter’ to ‘prepayment meter’ without having 
the meter replaced, and it will also allow Tonga Power to 
monitor very closely the quality of power it provides to its 
customers.
Tonga Power will be able to manage its customers better 
once the project is completed.

ONLINE SELF-SERVICE\
ONLINE PAYMENT
Outer Islands.
Online Self-service is a web 
access that enables Tonga 
Power Limited customers to 
login and view all details from 
latest Invoices to all previous 
Transactions, meter reads 
and many more. This also 

allows customer to pay their bills online. 
This is already active for Tongatapu customers, and now 
our IT department is working together with AgilityCIS to 
expand this feature to outer island customers. This is still 
in early stages and aim to be completed by late 2020.

Active Meters

Smart Meter Old Meter

33%
67%
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LEGAL, REGULATORY & 
ENVIRONMENTAL ISSUES

Tonga Power Limited’s Risk 
and Compliance Unit is 
tasked with its major core 
function of regulation and 
compliance enforcement 
of the Electricity Act 2007, 
Ministry of Public Enterprises 
Act 2002 and the Concession 
Contract 2015 for all 
stakeholders in the Electricity 
sector as well as the 

company. Its other functions include (but are not limited) 
to the following:

• Ensuring TPL compliance with the obligations 
stipulated under the service levels set out in Schedule 
1 of the Electricity Concession Contract.

• Develop, lead and execute risk management strategies 
and to promote and position risk within the company.

• Ensure key internal controls comply with standards or 
meet best practise.

• Ensuring compliance with company policies and 
procedures. 

• Liaise with the Electricity Commission on Independent 
reports on electrocution incidents if it is house wiring 
related.

• Tariff adjustment and publication.
• Employee’s health and safety.
• Public safety and awareness.

Regulatory Compliance 2019 Performance Outcomes
The major achievements as at 31st June 2019 were:

• Compliance reporting to Electricity Commission met 
including CAPEX Budget reporting and reconciliation. 

• Collaborating and providing relevant policy & 
operational information as well as compliance 
reporting to the Ministry of Public Enterprises.

• Increased customer focus and efficiency through 
attending to customer requests in a timely manner.

• Ongoing collaboration with relevant stakeholders – 
information and data requests, complaints, and more.

Challenges faced
• Breaches in voltage standards continue but does not 

necessarily lead to damages in household appliances 
and equipment. This is inevitable because of the 
existence of some of the deteriorated sections in 
TPL’s distribution network mainly in Nuku’alofa, which 
is slowly being addressed through the Nuku’alofa 
upgrade that is currently underway.

• The old Wiring By Laws developed and promulgated 
in 1985 are deficient in regard to electrical safety. 
The Electricity Commission has confirmed that 
Regulations have been developed however 
Government showed very little interest for 
consideration.

Risk and Audit 2019 Performance Outcomes
TPL faces the following major business risks:

• Compliance threats: originating in politics, law, 
regulation or corporate governance.

• Financial threats: stemming from volatility in markets 
and the real economy.

• Strategic threats: as related to customers and 
investors.

• Operational threats: affecting the processes, systems, 
people and overall value chain of TPL’s business.

TPL has adopted an enterprise risk management system 
to meet its specific risk management needs. Enterprise 
risk management consists of a set of organizational 
components that together aim to raise the level of risk 
management effectiveness across Tonga Power. These 
include risk identification and prioritization, risk strategy, 
governance and control. It also includes allocation of risk 
ownership and risk reporting to the respective Divisional 
Managers on the risk management practices, which is 
currently being done through the PPRisk Module of the 
new ERP system.
The following major achievements as at 31st June 2019 
were:

• A quarterly review of all risks were done at the 
executive level to ensure that the risks are monitored 
on a regular basis and the controls are effective to 
minimise impact/loss to the company. This is through 
one on one communication between the Risk and 
Compliance Manager and individual heads / risk 
owners. 
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• Completed two internal audit on Asset Management 
and Human Resources process and controls.

• The new ERP system has a Risk and Compliance 
Module which is currently used for risk management.

• TPL’s insurance programmes were renewed for 
another year after the insurers were satisfied with 
TPL’s business operations, including the level of 
maintenance of the assets and the controls that are in 
place to minimise risk.

Challenges faced
• Delay in implementation of risk controls given the 

costs involved.
• Resource constraint.

Health and Safety
The followings major achievements as at June 2019 were:

• Monthly Health and Safety meetings and relevant 
issues of interest are escalated to CEO for 
consideration and information. Respective divisional 
issues are addressed as needed.

• Ongoing and proactive Public Safety Awareness 
campaign to various communities, villages & 
schools in Central and Eastern divisions to ensure 
life and property are protected and safe. This was 
mainly during the NNUP consultation with villagers 
before the project starts in each villages and during 
the usual safety visit by some of TPL technicians 
and Communication Manager to the schools and 
communities.

Challenges faced
• Costs involved in addressing recommendations.
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STRATEGIC DEVELOPMENT
PROGRAMME
The Strategic Development Unit (SDU) and the newly 
established Engineering unit has focused its time and 
effort on balanced delivery of the company’s strategic 
objectives as they relate to the TERM. Of particular 
importance for the SDU is ensuring timely implementation 
of all the initiatives under the Tonga Renewable Energy 
Project (TREP). We are very proud to report that the 
flagship TREP will be fully funded by the Green Climate 
Fund (GCF), Asian Development Bank (ADB), Department 
of Foreign Affairs and Trade (DFAT) of Australia in 
partnership with the Government of Tonga and TPL. The 
successful securing of funding for TREP owes greatly to 
the leadership of former strategic development manager 
Ms. Andrea Tora, and although we are sad to report 
that Andrea has chosen to move on from TPL for family 
commitments we will be forever grateful for the extensive 
contribution to TPL that she has made. 

1. TREP
The Government of Tonga reached a historic milestone 
in its efforts towards achieving 50% renewable energy 
generation by 2020 with the approval by the Green Climate 
Fund (GCF) of US$29.9 million in co-financing for the 
Tonga Renewable Energy Project (TREP) at the GCF 21st 
Board Meeting in Manama Bahrain, 17th October 2018.

2014-2019

‘Eua - Solar + Network

Ha’apai - Solar + Battery

Vava’u - Scada + Network

Niuatoputapu - Solar + Network

Niuafo’ou - Small Solar

Ha’afeva - Solar + Battery

Nomuka - Solar +  Battery

Ha’ano - Solar + Battery

‘Uiha - Solar + Battery

Phase 1

Singyes Solar IPP

JICA Windfarm 1.3MW

China 2.25mw

2017-2019

Phase 2

6MW IPP Solar

Wind IPP 3.8MW

BESS 1 (Popua)

BESS 2 (Matatoa)

2018-2020

Phase 3
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The majority of the efforts of both the Strategic 
Development Unit and the Engineering team since 
the funding for TREP was secured has been on 
implementation, particularly procurement.
With the continued assistance of the Project Designing 
Consultants (Entura), TPL has been able to progress well, 
although not without delays. The major achievements 
under the initiatives for TREP are as follows:

COMPLETED
Cyclone lan Recovery Project to
rehabilitate TPL’s power grid on
Ha’apai (completed in 2015).

ADB Grant: $2.0M
TPL: $0.5M

Tongatapu - Tonga Village Network
Upgrade Project (completed in 
2018).

Government of New Zealand
Grant: $35M

TOTAL: $37.5M

ONGOING
‘Eua - part of OIREP (to be completed
in 2018).

TOTAL: $3.6M

Vava’u - part of OIREP (to be  
completed in 2019).
Tongatapu - Smart Metering Project
(completed in 2018)

Government of NZ grant: $0.6M
TPL:$3.0M

FUTURE
Nuku’alofa Network Upgrade Project

TOTAL: $14.8M (excluding TPL's annual
              contribution)

Battery Energy Storage System
System-part of TREP
Energy Efficiency Programs for
residential and commercial customers

ADB Grant : $6.8M
Government of New Zealand:
8.0M

Tonga Power Limited: $0.5M/yr
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MAJOR ACHIEVEMENTS UNDER TREP

Name of the RE Project Progress Status

6 MW Solar Farm

On the 21st of March 2019, Tonga Power Limited (TPL) signed the power 
purchase agreement with Sunergise New Zealand Limited (Sunergise), 
which will finance, build, and operate the 6-megawatt solar farm on 
Tongatapu and sell the electricity generated to TPL for 25 years.

Outer Island Generation & Storage
TPL and MEIDECC received the no objection to release this tender on the 1st 
of August 2019. The tender was subsequently released to the market and 
submissions are due on the 22nd of October 2019. 

BESS

BESS 1
On 18th July 2019, Tonga signed an agreement with Akuo Energy SAS to 
build Tonga’s first ever-large scaled Battery Energy Storage System to be 
built at the Popua Power station.

BESS 2
On the 9th of April, 8 bids were received for supplying this system. The bids 
have been evaluated and we currently are awaiting an ADB decision on the 
recommendation provided for contract award.

3.8MW IPP WIND FARM
On the 19th of August 2019, a request for proposal was released by TPL 
seeking a suitable partner that would design, build and operate this wind 
farm and sell the electricity to TPL.

1.3MW JICA WIND FARM

Completed and now in full operation 

2.25MW CHINA WIND FARM A design team arrived from China to design the project.
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2. 2019 STRATEGIC REVIEW 
SDU’s strategic review 2019 provided a platform for all 
departments including outer island offices to provide an 
update on work that has been completed in accordance 
with TPL’s six strategic objectives. Senior Management 
and senior staff prioritized initiatives according to the 
strategic objectives and important projects and tasks to 
be completed in the next five years. 
The strategic review resulted in cohesive amendments to 
TPL’s strategic objectives alongside vision and mission 
statements which was reflected in TPL’s business plan and 
budgets 2019/20. The SDU is thankful to everyone that 
contributed and for allowing us to assist in facilitating this 
process.

3. MARKETING AND COMMUNICATIONS
Government Renewable Energy Consultation:
In September 2018, TPL alongside the department of 
Energy hosted a high-level consultation with government 
line Ministries to provide an update on the implementation 
of the nation’s 50% Renewable Energy target as well as the 
long term benefits of Renewable Energy.
Project Consultations:

• 6MW IPP Consultations (April- May 2019): The 
upcoming project for installation of 6MW IPP 
Solar Farm required consultation with towns in 
three different villages were construction is to 
be undertaken. This included villages of Fahefa, 
Kolovai and Sia’atoutai. The villages were informed 
of the details of the project alongside education 
of Renewable Energy and its benefits for Tonga’s 
sustainable development.

• NNUP Consultations: Upon commencement of 
NNUP project in mid-2018, SDU and Major Projects 
conducted consultations to area 1 and area 2 
informing the public of the project works that will be 
taking place as well as safety awareness for the public 
to be aware of to reduce any possible risk of danger. 
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School Outreach Program 2018-19:
Education of youth towards Renewable Energy has been 
a focus this year, especially towards site visits becoming 
a great interest for school students from primary to 
secondary level. Fascination of students with the newly 
installed wind farm has captured a lot of attention and 
interest. Some schools involved were Liahona High School, 
Ocean of Light, Tupou Tertiary Institute and Tonga High. 
The site visits educate students on basics of Renewable 
Energy alongside importance of RE for reducing reliance 
on costly imported fossil fuels.

Renewable Energy Awareness:
In recognition of the lack of understanding of stakeholders 
of the role of renewable energy and particularly the 
impacts on the cost of electricity, the Board has approved 
the TPL Green Power campaign. The objectives of this 
initiative is to better inform all electricity and energy 
stakeholders of the drivers for shifting to renewable 
energy. Internal and external surveys were conducted to 
better understand the state of knowledge of customers 
and our staff regarding renewable energy, knowledge of 
the nation’s energy goal of 50% RE by end of year 2020 
at the same time areas for improvement in services TPL 
offers.
Results from the survey emphasized the importance on 
educational awareness towards renewable energy and 
prioritizing internal communications with TPL staff to 
have better understand the vision, mission and projects 
currently underway to achieving the nation’s 50% target. 
Information gathered from the survey has helped shape 
the TPL Green Power campaign, specifically the material 
to create and communication channels to pursue to 
effectively get the message across.
Sponsorships: In FY2018/19 TPL donated to a total of 
22 sponsorships from different sectors of Tonga. The 
sponsorship varies from sports development, promotion 
of local events, youth development as well as support to 
schools. Tonga Power continues to support programs that 
support sustainable development in each sector of Tonga.

4. SMALL DISTRIBUTED GENERATION
This continues to grow as an area of interest for 
investment by the private sector in Tonga, particularly 
from the agriculture, fisheries, education, hospitality and 
tourism sectors who face growing electricity costs. The 
SDU has done its best to provide one on one support to 
the following electricity consumers that have expressed 
interests in roof-top solar PV:

• Minoru Nishi
• Tapu Panuve
• Ministry of Health (expansion of Prince Wellington 

Ngu Hospital solar)
• Tupou Tertiary Institute

Alongside one on one support we have worked to improve 
informational material that will inform anyone interested 
in small distributed generation of the related processes 
and policies of TPL. This includes information pamphlets 
and an update to the website highlighting this as an 
opportunity for consumers of electricity.
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Although this division is firmly still in its infancy, 
exemplified by this being the first submission of the 
engineering unit to the annual report. With the ever 
growing technical challenges being presented through 
de-carbonization, digitization and decentralization of the 
electricity industry, the establishment of this unit is timely. 
There have been some key motivating factors that have 
directed the efforts for the unit. At the forefront are best 
practice engineering design, planning, preventative asset 
management, purchasing and supplier management and 
improved technical decision making. These can all be 
categorized as enabling efforts and standardization of 
these enabling efforts will be key to long term technical 
sustainability and commercial success of TPL. Resourcing 
and competing commitments continue to pose the biggest 
challenge for our unit. Moving forward our unit continues 
to fight for the adequate time to provide professional 
engineering support to all TPL divisions.

1. GRID CODE
Through funding from the European Union the 
development and formalization of a Grid Code for 
the development and operation of the generation and 
distribution systems was completed on October the 13th, 
2018.
This enabling work will ensure that the existing network 
system is continually operated in a safe and sound 
manner. In this regard, it will complement and not hinder 
the progress of the targets that are intended under 
the TERM. The grid code has been socialized with key 
stakeholders and although it has not been adopted 
formally by the regulator, they are firmly aware of TPLs 
intention to utilized the grid code fully.

2. ASSET MANAGEMENT
With the increasing number of new assets being added 
both on the generation and distribution side of the 
business, preventative maintenance is a vital challenge 
to be addressed by TPL. The engineering unit has taken 
up this challenge by leading the implementation of the 
asset management module of the Tech 1 system. This 
has involved the establishment of an Asset Management 
Leadership Working Group (AMLWG) to fully utilize the 
asset management module of Tech
1. Major achievements have been the migration away from 
Filemaker to the works and ordering system of Tech 1 by 
the distribution design and planning team.

3. LOAD FLOW ANALYSIS SYSTEM
Since the SINCAL load flow analysis software system 
was procured under the World Bank funded Institutional 
and Regulatory Strengthening project in 2015. Although 
this system has been very valuable when working with 
consultants its use by our engineers has been ad hoc 
and irregular. We have taken up the challenge of formally 
utilizing the system and on the 7th of Feb 2019 TPL 
circulated its first independent load flow analysis report. 
The report analysed the impacts of converting the HV 
network in the Nuku’alofa area form open wire to aerial 
bundled conductor. The findings were that the aerial 
bundled conductor would in fact help with the transition to 
renewable energy.

ENGINEERING
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MAJOR PROJECTS

Below are the major projects the company implemented 
during the year through the Major Project Delivery Unit.
TVNUP stages 2 and 3

• Completion of All TVNUP Villages including five 
additional villages as schedule in September 2018.

• Project savings rolled over into NNUP project.
OIEEP
Team continue to complete the upgrade of 65% of the 
Vava’u network with 98 % of the project scope of works 
completed by July 2019. Project progressing very well 
and is scheduled to be completed by the end of2019. The 
project remains within the budget and savings are being 
used to slightly increase the scope.

NNUP Areas 1 and 2
• Site Works for Area 1 commenced in October 2018 

and are progressing well as per the project schedule. 
Area 1 is scheduled to be completed in September 
2020.

• Site Works for Area 2 commenced in February 2019 
and are progressing well as per the project schedule. 
Area 1 is scheduled to be completed in June 2020.

• Funding from UAE and EU has been secured for to 
complete Area 3 along with current project savings 
from Area 1.

• Additional funds are being sought to complete 
remaining area’s 4 and 5.

JICA
• Project commissioning was completed in June 2019 

with His Majesty King Tupou 6 officially opening the 
Wind farm in July 2019.

• The windfarm has been performing above its expected 
output since commissioning. The installed capacity is 
1.375MW and consists of 5 tiltable 275 kW turbines 
that can be lowered to the ground during cyclonic 
conditions and for maintenance.

Solar IPP
• On the 21st of March, a Power Purchase Agreement 

was signed with Sunergise New Zealand Ltd for the 
provision of 6MW of Solar PV electricity.

• All three land sites have been secured and access 
upgrades complete to allow construction.

• EIA approval completed along with building permits 
and tax exemption approvals.

TREP
• BESS#1 contract awarded on the 18th July to Akuo for 

the grid stabilisation Battery.
• Preparation works underway including technical 

design approvals, site preparations and integration 
studies

• The battery size is 5MW/2.5MWh and will allow the 
installation of further renewable energy onto the 
Tongatapu grid.

• Lot 1 and Lot 2 contractors mobilised to site and 
preparatory work including site survey are underway.

• Ground breaking is scheduled for 7th September 2019 
with all works and commissioning scheduled to be 
completed by June 2020.
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TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 1

1 DIRECTORS 

Mr. Sitiveni Halapua Appointed on 28-Jan-19 (Chairperson)
Mr. Seventeen Toumo'ua Appointed on 28-Jan-19 
Mr. John Paul Chapman Appointed on 28-Jan-19 
Dr. Nailasikau Halatu'itu'ia Reappointed on 28-Jan-19 
Mr. Sione Havea Taione Reappointed on 28-Jan-19 
Mr. Carl Sanft Resigned on 27-Jan-19
Mrs. Fuiva Kavaliku Resigned on 27-Jan-19
Mr. 'Aisake Tu'iono Resigned on 27-Jan-19

2 PRINCIPAL ACTIVITY

3 TRADING RESULTS

4 DIVIDENDS

5 CURRENT ASSETS

6 TRANSFERS FROM RESERVES

7 BAD AND DOUBTFUL DEBTS

8 DIRECTORS’ BENEFIT

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 2019 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 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.

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 profit after income tax of the Group for the financial year was $2,641,499 (2018: $5,196,052). The profit
after income tax of the Company for the financial year was $2,226,203 (2018: $4,708,008).

The directors of the Company, during the year declared dividends of $779,171 (2018: $3,300,000) at the rate
of $756 (2018: $3,201) per share. This is consistent with the Company's long term value objective under its
dividend policy to distribute funds to its shareholder.

The directors recommend that $421,124 be transferred from reserves in respect of the year ended 30 June
2019 (2018: $425,967). 

The directors took reasonable steps before the financial statements were made out to ascertain that all known
bad debts were written off and adequate allowance was made for expected credit loss. At the date of this
report, the directors are not aware of any circumstances which would render the amount written off for bad
debts, or the amount of the expected credit loss allowance, inadequate to any substantial extent.

No director has, since the end of the previous financial year, received or become entitled to receive a benefit
(other than a benefit included in the total amount of emoluments received or due and receivable by directors
shown in the financial statements) by reason of a contract made with the Company or a related corporation
with the director or with a firm of which the director is a member, or in a company in which the director has a
substantial financial interest.
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Independent Auditors’ Report  
To the Shareholders of Tonga Power Limited 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the accompanying financial statements of Tonga Power Limited (“the 
Company”) and the consolidated financial statements of Tonga Power Limited and 
subsidiary companies (“the Group”), which comprise the statement of financial position as 
at 30 June 2019, the statements of profit or loss and other comprehensive income, 
changes in equity and cash flows for the year then ended, and notes, comprising significant 
accounting policies and other explanatory information as set out in notes 1 to 30. 
In our opinion, the accompanying financial statements give a true and fair view of the 
financial position of the Company and of the Group as at 30 June 2019 and of its  financial 
performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards (IFRS). 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). 
Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report. We are 
independent of the Group and Company in accordance with International Ethics Standards 
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code) and the 
ethical requirements that are relevant to our audit of the financial statements and we have 
fulfilled our other ethical responsibilities in accordance with these requirements and the 
IESBA Code. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion.  

Other Information 

Management is responsible for the other information. The other information comprises the 
information included in the Directors’ report, but does not include the financial statements 
and our auditors’ report thereon. Our opinion on the financial statements does not cover 
the other information and we do not express any form of assurance conclusion thereon. 
In connection with our audit of the financial statements, our responsibility is to read the 
other information and, in doing so, consider whether the other information is materially 
inconsistent with the financial statements or our knowledge obtained in the audit, or 
otherwise appears to be materially misstated. If, based on the work we have performed, 
we conclude that there is a material misstatement of this other information, we are required 
to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 

Management is responsible for the preparation of financial statements that give a true and 
fair view in accordance with IFRS and for such internal control as management determines 
is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.  
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Independent Auditors’ Report (continued) 
To the Shareholders of Tonga Power Limited (continued) 

Report on the Audit of the Financial Statements (continued) 

Responsibilities of Management and Those Charged with Governance for the 
Financial Statements (continued) 
In preparing the financial statements, management is responsible for assessing the Group 
and Company’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Group or Company or to cease operations, or 
has no realistic alternative but to do so. 
Those charged with governance are responsible for overseeing the Group and Company’s 
financial reporting process. 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to issue 
an auditors’ report that includes our opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accordance with International 
Standards on Auditing (ISAs) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or 
in the aggregate, they could reasonably be expected to influence the economic decisions 
of users taken on the basis of these financial statements. 
As part of an audit in accordance with ISAs, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company and the Group’s internal
control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company
and the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report. However, future events or conditions may cause the
Company or the Group to cease to continue as a going concern.





TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 7
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018 2019 2018
Note      $           $       $           $

Revenue 7 61,808,512  56,332,264  53,035,529  48,127,961    
Cost of sales 11 (a) (46,442,121) (39,328,573) (40,396,501) (33,780,471)   

Gross profit 15,366,391  17,003,691  12,639,028  14,347,490    

Other income 8 7,649,764    8,813,066    7,508,514    8,749,681     

Impairment loss on trade receivables (199,983)        (122,788)        (199,983)        (122,788)        
Selling and distribution expenses 11 (b) (6,383,444)   (6,357,112)   (6,113,938)   (6,276,867)    
Administrative and other expenses 11 (c) (11,488,319) (11,697,314) (9,790,757)   (9,609,264)    

Operating profit 4,944,409    7,639,543    4,042,864    7,088,252     

Finance income - interest revenue 67,254         117,268       58,085          109,196        
Finance income - other 16,657         22,726         80,623          22,726          
Finance costs - other (1,270,069)   (1,190,973)   (1,213,301)   (1,158,505)    
Net finance costs 9 (1,186,158)   (1,050,979)   (1,074,593)   (1,026,583)    

Profit before tax 3,758,251    6,588,564    2,968,271    6,061,669     

Income tax expense 12 (a) (1,116,754)   (1,392,512)   (742,068)       (1,353,661)    

Profit 2,641,497    5,196,052    2,226,203    4,708,008     

Other comprehensive income

Other comprehensive income, net of tax - - - - 

Total comprehensive income 2,641,497    5,196,052    2,226,203    4,708,008     

Consolidated Company

The above statements of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes.
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FOR THE YEAR ENDED 30 JUNE 2019

2019 2018 2019 2018
Note      $      $       $      $

Cash flows from operating activities 
Receipts from customers 60,361,611 63,475,246 51,807,222 54,954,969  
Payments to suppliers and employees (54,709,264) (47,615,261) (46,144,619) (39,606,995) 
Income tax paid 12 (b) (1,955,008) (2,526,567) (1,929,458) (2,524,818)  
Insurance proceeds 72,851       -                 -                  -                  
Interest received 65,623       117,268     58,085        109,196      
Interest paid 21 (c) (1,519,936) (1,272,276) (1,463,168) (1,242,228)  
Net cash from operating activities 2,315,877  12,178,410 2,328,062   11,690,124  

Cash flows from investing activities 
Investment in debt securities (414,619)    -             -              -              

250,000     3,273,303  -              3,523,303   
Proceeds from sale of plant equipment 4,700          -             4,700           -              
Dividends received -             -             -              280,000      
Acquisition of intangible assets 17 (598,480)    (327,974)    (598,480)     (192,295)     
Acquisition of property, plant and equipment (8,226,622) (15,737,771) (7,797,860) (15,439,375) 
Investment in subsidiaries -             -             -              (280,000)     
Net cash used in investing activities (8,985,021) (12,792,442) (8,391,640) (12,108,367) 

Cash flows from financing activities 
Proceeds from borrowings 21 (c) 7,503,002  3,797,668  6,614,252   3,695,668   
Repayment of borrowings 21 (c) (2,871,890) (2,692,815) (2,827,575) (2,692,815)  
Dividends paid 23 (100,000)    (1,200,000) (100,000)     (1,200,000)  
Net cash from/(used in) financing activities 4,531,112  (95,147)      3,686,677   (197,147)     

(2,138,032) (709,179)    (2,376,901) (615,390)     

Effect of movements in exchange rates 
on cash held (2,807)          (33,766)        (2,807)          (33,766)        

Cash and cash equivalents at beginning of year 3,466,666  4,209,611  3,090,725   3,739,881   

Cash and cash equivalents at end of year 13 1,325,827  3,466,666  711,017      3,090,725   

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

STATEMENTS OF CASH FLOWS

Consolidated Company

Net decrease in cash and cash equivalents

Proceeds from investment in debt securities
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STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2019

Share Capital

Asset 
Revaluation 

Reserve
Retained 
Earnings Total Equity

CONSOLIDATED $ $ $ $
Balance at 1 July 2017 33,783,595        11,214,520         15,109,384        60,107,499        

Total comprehensive income
Profit -                          -                          5,196,052          5,196,052          
Transfer to retained earnings -                          (425,967)            425,967             -                         
Total comprehensive income -                          (425,967)            5,622,019          5,196,052          

Transaction with owners of the company
Contributions and distributions
Dividends paid to owners of the Company -                          -                          (3,300,000)        (3,300,000)        
Total contributions and distributions -                          -                          (3,300,000)        (3,300,000)        

Balance at 30 June 2018 33,783,595        10,788,553         17,431,403        62,003,551        

Balance at 1 July 2018 33,783,595        10,788,553         17,431,403        62,003,551        
Adjustment on initial application of IFRS 9, net of tax -                          -                          (9,866)                (9,866)                
Restated balance at 1 July 2018 33,783,595        10,788,553         17,421,537        61,993,685        

Total comprehensive income
Profit -                          -                          2,641,497          2,641,497          
Transfer to retained earnings (421,124)            421,124             -                         
Total comprehensive income -                          (421,124)            3,062,621          2,641,497          

Transaction with owners of the company
Contributions and distributions
Dividends paid to owners of the Company -                          -                          (779,171)           (779,171)           
Total contributions and distributions -                          -                          (779,171)           (779,171)           

Balance at 30 June 2019 33,783,595        10,367,429         19,704,987        63,856,011        

The above statements of changes in equity should be read in conjunction with the accompanying notes.



TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 11
STATEMENTS OF CHANGES IN EQUITY - continued
FOR THE YEAR ENDED 30 JUNE 2019

Share Capital

Asset 
Revaluation 

Reserve
Retained 
Earnings Total Equity

COMPANY $ $ $ $
Balance at 1 July 2017 33,783,595        11,214,520         15,007,347        60,005,462        

Total comprehensive income
Profit -                          -                          4,708,008          4,708,008          
Transfer to retained earnings -                          (425,967)            425,967             -                         
Total comprehensive income -                          (425,967)            5,133,975          4,708,008          

Transaction with owners of the company
Contributions and distributions
Dividends paid to owners of the Company -                          -                          (3,300,000)        (3,300,000)        
Total contributions and distributions -                          -                          (3,300,000)        (3,300,000)        

Balance at 30 June 2018 33,783,595        10,788,553         16,841,322        61,413,470        

Balance at 1 July 2018 33,783,595        10,788,553         16,841,322        61,413,470        
Adjustment on initial application of IFRS 9, net of tax -                          -                          (9,866)                (9,866)                
Restated balance at 1 July 2018 33,783,595        10,788,553         16,831,456        61,403,604        

Total comprehensive income
Profit -                          -                          2,226,203          2,226,203          
Transfer to retained earnings -                          (421,124)            421,124             -                         
Total comprehensive income -                          (421,124)            2,647,327          2,226,203          

Transaction with owners of the company
Contributions and distributions
Dividends paid to owners of the Company -                          -                          (779,171)           (779,171)           
Total contributions and distributions -                          -                          (779,171)           (779,171)           

Balance at 30 June 2019 33,783,595        10,367,429         18,699,612        62,850,636        

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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1 REPORTING ENTITY

2 BASIS OF ACCOUNTING

(a) Basis of preparation
(i)  Statement of compliance

The financial statements were authorised for issue by the Board of the Directors on _________________. 

(ii) Basis of measurement

(iii) Going concern

(b) Basis of consolidation

Business combination

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates and management’s judgment in the process of applying the entity’s accounting policies. The areas
involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant
to the financial statements are disclosed in Note 2 (d). 

The consolidated financial statements of the Company as at and for the year ended 30 June 2019 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.

This is the first set of the Company’s financial statements in which IFRS 15 Revenue from Contract with
Customers and IFRS 9 Financial instruments have been applied. Changes to significant accounting policies are
described in Note 3.

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards ("IFRSs") as issued by the International Accounting Standards Board and the
requirements of the Public Enterprises Act, 2002 and the Tonga Companies Act, 1995.

The financial statements have been prepared under the historical cost convention, as modified by the
revaluation of Distribution Network Equipment and Land and Buildings and except where otherwise noted.

Tonga Power Limited (the "Company”) is a limited liability company incorporated and domiciled in the Kingdom
of Tonga and its registered office and principal place of business is at the Lakalakaimonu Multi Utility Complex,
Taufa,ahua Road and Poutaha, Nuku’alofa, Tonga.

The principal activity of Tonga Power Limited and subsidiary companies (the "Group") is to generate and supply
electricity to the people of Tonga and the sale of gas. The Company also undertakes electrical contracting work
particularly for private customer service lines.

The financial statements of the Company and the Group have been prepared on a going concern basis, which
contemplates continuity of normal business activities and the realisation of assets and settlement of liabilities in
the ordinary course of business. The Company recorded a profit of $2,226,203 for the year ended 30 June
2019 (2018: $4,708,008) and as at that date had a working capital deficiency of $5,858,895 (2018:$9,605,726).
The Group recorded a profit of $2,641,497 for the year ended 30 June 2019 (2018: $5,196,052) and as at that
date had a working capital deficiency of $3,772,747 (2018:$8,222,771). The continuing financial viability of the
Company and the Group is dependent on the existing financing facilities with BSP Tonga Limited and/or the
profitability of the Company and the Group.

22 November 2019
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2 BASIS OF ACCOUNTING (continued)

(b) Basis of consolidation (continued)
Subsidiaries

(c) Foreign currency translation
(i)     Functional and presentation currency

(ii)     Transactions and balances

(d) Accounting estimates and assumptions

Note 4(g) – Impairment of financial assets

(e) Standards, amendments, interpretations issued but not yet effective

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.

Transactions eliminated on consolidation

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.

Items included in the consolidated 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.

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. 

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, information about significant areas of estimation uncertainty and critical judgments in applying
accounting policies that have the most significant effect on the amounts recognised in the financial statements
including the following notes:

A number of new standards, amendments to standards and interpretations are effective for annual periods
beginning on or after 1 July 2018, and have not been applied in preparing these financial statements. None of
these are expected to have a significant effect on the financial statements of the Company and the Group,
except for the following:
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2 BASIS OF ACCOUNTING (continued)

(e) Standards, amendments, interpretations issued but not yet effective (continued)

3 CHANGES IN ACCOUNTING POLICIES

- an increase in impairment losses recognised on financial assets (see note 3(b)(ii))
- additional disclosures related to IFRS 9 (See note 3(b) and 6(b))
- additional disclosures related to IFRS 15 (See note 4(n) and 7)

(a) IFRS 15 Revenue from Contracts with Customers

Service fees

The Group has initially applied IFRS 15 (see 3(a)) and IFRS 9 (see 3(b)) from 1 July 2018. A number of other
new standards are also effective from 1 July 2018 but they do not have material effect on the Company and the
Group's financial statements.

Due to the transitions methods chosen by the Group in applying these standards, comparative information
throughout the these financial statements has not been restated to reflect the requirements of the new
standards.

The adoption of IFRS 15 did not impact the timing or amount of revenue from contracts with customers and the
related assets and liabilities recognised by the Company. Accordingly, the impact on the comparative
information is limited to new disclosure requirements.

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognised. It replaced IAS 18 Revenue , IAS 11 Construction Contracts and related interpretations. Under
IFRS 15, revenue is recognised when a customer obtains control of the goods or services. Determining the
timing of the transfer of control - a point in time or over point in time - requires judgement.

The Group has adopted IFRS 15 using the cumulative effective method with the effect of initially applying this
standard recognised at the date of initial application (i.e. 1 July 2018) and applying the requirements to only
contracts that are not completed contracts at the date of initial application. Accordingly the information
presented for 30 June 2018 has not been restated - i.e. it is presented, as previously reported, under IAS 18
and related interpretations. Additionally the disclosure requirements of lFRS 15 have not generally been applied
to comparative information. The details of changes are set out below.

The effect of initially applying these standards is mainly attributed to the following:

Except for the changes below, the Company has consistently applied the accounting policies to all periods
presented in these financial statements.

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 July 2019, with early adoption
permitted. The Company and the Group is yet to assess the impact of the standard and intends to apply the
standard when it becomes effective.

The Group previously recognised revenue in full upon completion of the associated service. Under IFRS 15,
upfront fees are recognised over the term of contract where the associated services are not deemed to be a
separate performance obligation and the fees do not convey a material right.
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3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) IFRS 9 Financial instruments

i.   Classification and measurement of financial assets and financial liabilities

Group
Financial assets
Cash and cash equivalents 13 Loans and 

receivables
Amortised cost 3,591,395      3,591,395      

Debt investment securities 16 Held-to-
maturity

Amortised cost        1,743,206        1,743,206 

Trade and other receivables 14 Loans and 
receivables

Amortised cost        2,677,088        2,663,933 

       8,011,689        7,998,534 
Financial liabilities
Bank overdraft 13 Other financial 

liabilities
Other financial 

liabilities
          124,729           124,729 

Borrowings 21 Other financial 
liabilities

Other financial 
liabilities

     28,410,797      28,410,797 

Trade and other payables 19 Other financial 
liabilities

Other financial 
liabilities

     10,450,982      10,450,982 

     38,986,508      38,986,508 

The following tables and accompanying notes below explain the original measurement categories under IAS 39
and the new measurement categories under IFRS 9 for each class of the Company and the Group’s financial
assets and financial liabilities as at 1 July 2018.

New carrying 
amount 

under IFRS 9

Original 
carrying 
amount 

under IAS 39

New 
classification 
under IFRS 9

Original 
classification 
under IAS 39Note

Additionally, the Group has adopted consequential amendments to IFRS 7 Financial instruments: Disclosures
that are applied to disclosures about 2019 but generally have not been applied to comparative information.

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair
value through other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL). The
classification of financial assets under IFRS 9 is generally based on the business model in which a financial
asset is managed and its contractual cash flow characteristics. IFRS 9 eliminates the previous IAS 39
categories of "held to maturity", "loans and receivables" and “available for sale”.

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financial
liabilities, thus it has not had a significant effect on the Company’s accounting policies for financial liabilities.

For an explanation of how the Company classifies and measures financial assets and accounts for related
gains and losses under IFRS 9, see Note 4 (f).

IFRS 9 sets out requirements for recognising and measuring financial assets and financial liabilities. The
standard replaces IAS 39 Financial instruments: Recognition and Measurement.

As a result of the adoption of IFRS 9 Financial instruments, the Group has adopted consequential amendments
to IAS 1 Presentation of Financial Statements, which require impairment of financial assets to be presented in a
separate line item in the statement of profit or loss and OCI. Previously, the Group's approach was to include
the impairment of trade receivables under "Administrative and other expenses".
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3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) IFRS 9 Financial instruments (continued)
i.   Classification and measurement of financial assets and financial liabilities (continued)

Company
Financial assets
Cash and cash equivalents 13 Loans and 

receivables
Amortised cost 3,215,454      3,215,454      

Debt investment securities 16 Held-to-
maturity

Amortised cost 1,493,206      1,493,206      

Trade and other receivables 14 Loans and 
receivables

Amortised cost 3,084,396             3,071,241 

       7,793,056        7,779,901 
Financial liabilities
Bank overdraft 13 Other financial 

liabilities
Other financial 

liabilities
124,729         124,729         

Borrowings 21 Other financial 
liabilities

Other financial 
liabilities

27,583,797    27,583,797    

Trade and other payables 19 Other financial 
liabilities

Other financial 
liabilities

11,202,604    11,202,604    

     38,911,130      38,911,130 

(a) 

(b) 

The Group and the Company’s accounting policies on the classification of financial instruments under IFRS 9
are set out in Note 4(f)(ii). The application of these policies resulted in the reclassifications set out in the table
above and further explained below.

Trade and other receivables that were classified as loans and receivables under IAS 39 are now classified
at amortised cost. 

Note

Original 
classification 
under IAS 39

New 
classification 
under IFRS 9

Original 
carrying 
amount 

under IAS 39

New carrying 
amount 

under IFRS 9

Debt securities that were previously classified as held-to-maturity are now classified at amortised cost. The
Company and the Group intends to hold the assets to maturity to collect contractual cash flows and these
cash flows consist solely of payments of principal and interest on the principal amount outstanding.
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3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) IFRS 9 Financial instruments (continued)
i.   Classification and measurement of financial assets and financial liabilities (continued)

$ $ $ $
Group
Financial assets
Amortised cost
Cash and cash equivalents
  Brought forward: Loans and receivables         3,591,395 

  Remeasurement                       -                       -   

  Carried forward: Amortised cost        3,591,395 

Debt investment securities
  Brought forward: Held-to-maturity         1,743,206 

  Remeasurement                       -                       -   

  Carried forward: Amortised cost        1,743,206 

Trade and other receivables
  Brought forward: Loans and receivables         2,677,088 
  Remeasurement           (13,155)
  Carried forward: Amortised cost        2,663,933 

        8,011,689                       -              (13,155)        7,998,534 

Company
Financial assets
Amortised cost
Cash and cash equivalents
  Brought forward: Loans and receivables         3,215,454 

  Remeasurement                       -                       -   

  Carried forward: Amortised cost        3,215,454 

Debt investment securities
  Brought forward: Held-to-maturity         1,493,206 

  Remeasurement                       -                       -   

  Carried forward: Amortised cost        1,493,206 

Trade and other receivables
  Brought forward: Loans and receivables         3,084,396 
  Remeasurement                      -             (13,155)
  Carried forward: Amortised cost        3,071,241 

Total financial assets         7,793,056                       -              (13,155)        7,779,901 

IFRS 9 
carrying 

amount at 1 
July 2018

Remeasure-
ment

Reclassifica-
tion

IAS 39 
carrying 

amount at 30 
June 2018

The following table reconciles the carrying amounts of financial assets under IAS 39 to the carrying amounts
under IFRS 9 on transition to IFRS 9 on 1 July 2018.
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3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) IFRS 9 Financial instruments (continued)
ii.   Impairment of financial assets

Company
Loss allowance at 30 June 2018 under IAS 39           104,381             83,853 
Additional impairment recognised at 1 July 2018 on:

- Trade receivables as at 30 June 2018             13,155             13,155 
Loss allowance at 1 July 2018 under IFRS 9           117,536             97,008 

iii.   Transition

•

•

- The determination of the business model within which a financial asset is held.
•

Company
Retained earnings
Closing balance under IAS 39 (30 June 2018)      17,431,403      16,841,322 
Recognition of expected credit loss under IFRS 9            (13,155)            (13,155)
Related tax impact               3,289               3,289 
Opening balance under IFRS 9 (1 July 2018)      17,421,537      16,831,456 

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied retrospectively, except
as described below:

Comparative periods have not been restated. Differences in the carrying amounts of financial assets and
financial liabilities resulting from the adoption of IFRS 9 are recognised in retained earnings as at 1 July
2018. Accordingly, the information presented for 2018 does not generally reflect the requirements of IFRS
9 and therefore is not comparable to the information presented for 2019 under IFRS 9. 

If an investment in a debt security had low credit risk at the date of initial application of IFRS 9, then the
Group assumed that the credit risk on the asset had not increased significantly since its initial recognition.

Consolidated

The following assessments have been made on the basis of the facts and circumstances that existed at the
date of initial application.

The following table summarises the impact, net of tax, of transition to IFRS 9 on retained earnings at 1 July
2018:

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ (ECL) model. The new
impairment model applies to financial assets measured at amortised cost. Under IFRS 9, credit losses are
recognised earlier than under IAS 39 – see Note 4(g)(i).

For assets in the scope of IFRS 9 impairment model, impairment losses are generally expected to increase and
become more volatile. The Group has determined that the application of IFRS 9's impairment requirements as
at 1 July 2018 results in an additional allowance for impairment as follows:

Consolidated
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4 SIGNIFICANT ACCOUNTING POLICIES

(a) Foreign currency transactions

(b) Property, plant and equipment
Recognition and measurement

Subsequent expenditure

Depreciation

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

11.55% to 29.97%
1.82% to 100%

3.33% to 33.33%

10.25% to 25.31%
10.03% to 25.31%

10%
Term of the lease

Transactions in foreign currencies are translated to TOP at exchange rates prevailing at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are
translated to TOP at the exchange rate prevailing at the reporting date. The foreign currency gains or losses on
translation are recognised in profit or loss.

The Group measures items of plant and equipment at cost, which includes capitalised borrowing costs, less
accumulated depreciation and any accumulated impairment losses 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. 

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 year 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’.

Depreciation is calculated to write-off the cost of items of property, plant and equipment less their estimated
residual values using the straight-line method over their estimated useful lives and is generally recognised in
profit and loss. The principal annual rates in use are:

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. 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 Depreciation methods, useful lives, and residual values are
reviewed at each reporting date and adjusted if appropriate.

20% to 33.33%
3.33%
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c) Intangible assets

Software 
Recognition and measurement

Subsequent expenditure

Amortisation

Goodwill

(e) Inventories

Goodwill arising on acquisition of subsidiaries is measured at cost less accumulated impairment losses.

The Group's finance income and finance costs include:
– interest income;
– interest expense; and
– the foreign currency gain or loss on financial assets and financial liabilities.

Interest income or expense is recognised using the effective interest method. The ‘effective interest rate’ is the
rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument to:
– the gross carrying amount of the financial asset; or
– the amortised cost of the financial liability.

In calculating interest income and expense, the effective interest rate is applied to the gross carrying amount of
the asset (when the asset is not credit-impaired) or to the amortised cost of the liability. However, for financial
assets that have become credit-impaired subsequent to initial recognition, interest income is calculated by
applying the effective interest rate to the amortised cost of the financial asset. If the asset is no longer
credit-impaired, then the calculation of interest income reverts to the gross basis.

(d) Finance income and costs

Intangible assets include cost of 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. 

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates. 

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 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.

All acquired computer softwares 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 5 years. Amortisation methods, useful lives, and residual values are reviewed at
each reporting date and adjusted if appropriate.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(f) Financial instruments

i. Recognition and initial measurement

ii.   Classification and subsequent measurement
Financial assets - Policy applicable from 1 July 2018

• it is held within a business model whose objective is to hold assets to collect contractual cash flows; and
• 

Financial assets: Business model assessment – Policy applicable from 1 July 2018

• 

• how the performance of the portfolio is evaluated and reported to management
• 

• 

• 

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Group’s continuing recognition of the assets.

On initial recognition, a financial asset is classified as measured at amortised cost, FVOCI or FVTPL. Financial
assets are not reclassified subsequent to their initial recognition unless the Group changes its business model
for managing financial assets, in which case all affected financial assets are reclassified on the first day of the
first reporting period following the change in the business model.            

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at FVTPL:

its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured
at FVTPL. On initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

The Group makes an assessment of the objective of the business model in which a financial asset is held at a
portfolio level because this best reflects the way the business is managed and information is provided to
management. The information considered includes:

The stated policies and objectives for the portfolio and the operation of those policies in practice. These
include whether management’s strategy focuses on earning contractual interest income, maintaining a
particular interest rate profile, matching the duration of the financial assets to the duration of any related
liabilities or expected cash outflows or realising cash flows through the sale of the assets;

Trade receivables are initially recognized when they are originated. All other financial assets and financial
liabilities are initially recognized when the Group becomes a party to the contractual provisions of the
instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is
initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable to
its acquisition or issue. A trade receivable without a significant financing component is initially measured at the
transaction price.

the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed;
how managers of the business are compensated – e.g. whether compensation is based on the fair value of
the assets managed or the contractual cash flows collected; and
the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales
and expectations about future sales activity. 
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(f) Financial instruments (continued)

ii.   Classification and subsequent measurement (continued)

• contingent events that would change the amount or timing of cash flows;

• terms that may adjust the contractual coupon rate, including variable rate features;

• prepayment and extension features; and

• terms that limit the Group’s claim to cash flows from specified assets (e.g. non-recourse features).

Financial assets: Subsequent measurement and gains and losses – Policy applicable from 1 July 2018

Financial assets: Subsequent measurement and gains and losses – Policy applicable before 1 July 2018

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

(ii) Available for sale financial assets

Financial assets: Assessment of whether contractual cash flows are solely payments of principal and
interest – Policy applicable from 1 July 2018
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as a profit margin. 

In assessing whether the contractual cash flows are solely payments of principal and interest, the Group
considers the contractual terms of the instrument. This includes assessing whether the financial asset contains
a contractual term that could change the timing or amount of contractual cash flows such that it would not meet
this condition. In making this assessment, the Group considers:

A prepayment feature is consistent with the solely payments of principal and interest criterion if the prepayment
amount substantially represents unpaid amounts of principal and interest on the principal amount outstanding,
which may include reasonable additional compensation for early termination of the contract.

Financial assets that are measured at amortised costs are subsequently measured at amortised cost using the
effective interest method. The amortised cost is reduced by impairment losses. Interest income, foreign
exchange gains and losses and impairment are recognised in profit or loss. Any gain or loss on derecognition is
recognised in profit or loss.

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.

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.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(f) Financial instruments (continued)

ii.   Classification and subsequent measurement (continued)

(iii) Held-to-maturity financial assets

(iv) Loans and Receivables

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

iii.   Financial liabilities - Classification, subsequent measurement and gains and losses

iv.   Derecognition

Financial assets

Financial liabilities

Financial assets: Subsequent measurement and gains and losses – Policy applicable before 1 July
2018 (continued)

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled, or
expire. The Group also derecognises a financial liability when its terms are modified and the cash flows of the
modified liability are substantially different, in which case a new financial liability based on the modified terms is
recognised at fair value. 

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.

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.

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.

Financial liabilities are classified and measured at amortised cost or FVTPL. A financial liability is classified at
FVTPL if it is classified as held-for trading, it is a derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses including any interest
expense, are recognised in profit or loss. Other financial liabilities are subsequently measured at amortised
cost using the effective interest method. Interest expense and foreign exchange gains and losses are
recognised in profit and loss. Any gains or loss on derecognition is also recognised in profit or loss.

The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset
expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all of
the risks and rewards of ownership of the financial asset are transferred or in which the Group neither transfers
nor retains substantially all of the risks and rewards of ownership and it does not retain control of the financial
asset.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the
consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised in profit or
loss.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(f) Financial instruments (continued)

v. Offsetting

vi.   Modification of financial assets

Policy applicable from 1 July 2018

Policy applicable before 1 July 2018

(g) Impairment

i.   Non-derivative financial assets

Policy applicable from 1 July 2018

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Group currently has a legally enforceable right to set off the amounts and it
intends either to settle them on a net basis or to realise the asset and settle the liability simultaneously.

If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the modified asset
are substantially different. If the cash flows are substantially different, then the contractual rights to cash flows
from the original financial asset are deemed to have expired. In this case, the original financial asset is
derecognised (see 4(iv)) and a new financial asset is recognised at fair value.

If the cash flows of the modified asset carried at amortised cost are not substantially different, then the
modification does not result in derecognition of the financial asset. In this case, the Group recalculates the
gross carrying amount of the financial asset and recognises the amount arising from adjusting the gross
carrying amount as a modification gain or loss in profit or loss. If such a modification is carried out because of
financial difficulties of the borrower, then the gain or loss is presented together with impairment losses. In other
cases, it is presented as interest income.

If the terms of a financial asset were modified because of financial difficulties of the borrower and the asset was
not derecognised, then impairment of the asset was measured using the pre-modification interest rate.

The Group recognises loss allowances for expected credit losses (ECL) on financial assets measured at
amortised cost.

The Company measures loss allowances at an amount equal to lifetime ECL, except for the following, which
are measured as 12-month ECL:
–  debt securities that are determined to have low credit risk at the reporting date; and
– other debt securities and bank balances for which credit risk (i.e. the risk of default occurring over the
expected life of the financial instrument) has not increased significantly since initial recognition.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition
and when estimating ECL, the Group considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and analysis,
based on the Group’s historical experience and informed credit assessment and including forward-looking
information. 
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(g) Impairment (continued)

Non-derivative financial assets (continued)

Policy applicable from 1 July 2018 (continued)

The Group considers a financial asset to be in default when:

•

• the financial asset is more than 90 days past due.

Measurement of ECLs

ECLs are discounted at the effective interest rate of the financial asset.

Credit-impaired financial assets

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial
instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months
after the reporting date (or a shorter period if the expected life of the instrument is less than 12 months). 

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Group is exposed to credit risk.

At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit
impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred. 

ECLs are a probability-weighted estimate of credit losses. They are measured as follows:
- financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls
(i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash flows
that the Company expects to receive); and
- financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying
amount and the present value of estimated future cash flows.

The Group assumes that the credit risk on a financial asset has increased significantly if it is more than 90 days
past due.

the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Group to
actions such as realising security (if any is held); or

The Group considers debt securities to have low credit risk when its credit risk rating is equivalent to the
globally understood definition of “investment grade”. The Group considers this to be Baa3 or higher per rating
agency Moody’s or BBB- or higher per rating agency Standards & Poor’s.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(g) Impairment (continued)

Non-derivative financial assets (continued)

Policy applicable from 1 July 2018 (continued)

Credit-impaired financial assets (continued)
Evidence that a financial asset is credit-impaired includes the following observable data:

• significant financial difficulty of the borrower or issuer;

• a breach of contract such as a default or being more than 90 days past due;

• the restructuring of a receivable by the Group on terms that the Group would not consider otherwise;

• it is probable that the borrower will enter bankruptcy or other financial reorganisation; or

• the disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECL in the statement of financial position

Write-off

Policy applicable before 1 July 2018

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there is
no realistic prospect of recovery. This is generally the case when the Group determines that the debtor does
not have assets or sources of income that could generate sufficient cash flows to repay the amounts subject to
the write-off. However, financial assets that are written off could still be subject to enforcement activities in
order to comply with the Group’s procedures for recovery of amounts due.

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.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount
of the 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. 
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(g) Impairment (continued)

Non-derivative financial assets (continued)

Policy applicable before 1 July 2018 (continued)

Non financial assets

(h) Leases

(i) Share capital

Assets that have an indefinite useful life are tested annually for impairment. For all other non financial assets
(other than inventories and deferred tax assets), at each reporting date, the Company reviews the carrying
amounts to determine whether there is any indication of impairment. If any such indications exist, then the
asset's recoverable amount is estimated. For impairment testing, assets are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely independent of cash inflows of
other assets or CGU's.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell.
Value in use is based on the estimated future cash flows, discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable amount.
Impairment losses are recognised in profit or loss.

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.

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

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.

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).
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(j) Income tax

(k) Employee entitlements
(i) Wages, salaries and annual leave

(ii) Superannuation

(iii) Bonus plans
The Company and the Group pays bonuses to employees based on the performance of the Company and the
Group and achievement of individual objectives by the employees as per their 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.

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 respect of employees' services up to the reporting date and are measured at
the amounts expected to be paid when the liabilities are settled.  

Contributions are paid to the Company's Retirement Fund Scheme on behalf of the employees to secure their
retirement benefits. Superannuation costs are recognised as an expense in profit or loss as and when services
are rendered by the employees.
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(l) Provisions 

(m) Dividends

(n) Revenue from contracts with customers

(i) Electricity sales

(ii) Sale of goods and provision of services

Nature and timing of satisfaction of performance obligations and significant payment terms
Electricity sales

Significant accounting policy

In the comparative period the Group recognised revenue when the amount of revenue could be reliably
measured, it was probable that future economic benefits would flow to the entity and when specific criteria were
met for each of the Group’s activities as described below. The amount of revenue was not considered to be

reliably measurable until all contingencies relating to the sale were resolved. Revenue comprised of the fair
value of the services rendered and was shown net of consumption tax.

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

Revenue in respect of sale of goods was recognised when the significant risks and rewards of ownership had
transferred to the customer, which was on delivery or installation.

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.

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.

The Group has applied IFRS 15 using the cumulative effect method and therefore the comparative information
has not been restated and continues to be reported under IAS 18 and IAS 11. The details of accounting policies
under IAS 18 and IAS 11 are disclosed separately if they are different from those under IFRS 15 and the impact
of changes is disclosed in Note 3(a).

Revenue is measured based on the consideration specified in a contract with a customer and excludes
discounts and amounts collected on behalf of third parties. The Company recognises revenue when it transfers
control over a product or service to a customer.

There is an implied contract between a customer and the Group for the purchase, delivery, and sale of
electricity. This represents a promise to transfer a series of distinct goods that are substantially the same and
that have the same pattern of transfer to the customer. The customer obtains control of the good (electricity)
when delivered over a period of time. Therefore, revenue is recognised over time as electricity is delivered to
the customer.

Progress is determined based on the units sold/consumed. This provide a faithful depiction of the transfer of
the good as the customer simultaneously receives and consumes the benefits provided by the Group’s
performance of the revenue contract.

The transaction price is determined based on rates approved by the Government of Tonga at the time the
service had been rendered and units sold/consumed by the customers. The transaction price includes the non-
refundable upfront fees as it not considered to be a material right. 
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4 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(n) Revenue from contracts with customers (continued)

Nature and timing of satisfaction of performance obligations and significant payment terms (continued)

Electricity sales (continued)

Gas sales

(o) Deferred income 

(p) Comparative figures

5 FAIR VALUE

The different levels have been defined as follows:
• 

• 

• 

Property, plant and equipment acquired with the aid of specific grants are capitalised and depreciated in
accordance with Note 4(b), 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.

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.

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).

Variable consideration is included in the transaction price only to the extent that it is 'highly probable' that a
significant reversal in the amount of cumulative revenue recognised will not occur when the uncertainty
associated with the variable consideration is resolved. 

There is an implied contract between a customer and the Group for the purchase, delivery and sale of gas. This
represents a promise to transfer goods. The customer obtains control of the good (gas) when delivered.
Therefore, revenue is recognised at a point in time when the gas has been delivered to the customer.

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

 unobservable inputs. 

Where necessary, comparative figures have been adjusted to conform to changes in presentation in the current 
year, other than changes resulting from adoption of IFRSs 9 and 15 as noted in note 3.
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5 FAIR VALUE (continued)

Carrying
amount

Level 1 Level 2 Level 3
$ $ $ $

Consolidated and Company
Financial assets not measured at fair value
30 June 2019
Government bonds 1,171,000        -                   1,176,006      -                 

30 June 2018
Government bonds 1,171,000        -                   1,169,049      -                 

Type

Significant 
unobservable 

inputs

Not applicable

6 FINANCIAL RISK MANAGEMENT

(a) Market risk

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 management who identify and evaluate financial risks. 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.

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.

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. 

Fair value 

Government bonds 

Valuation technique: Market comparison - The fair value of
the long term investment securities is based on market
prices published by the National Reserve Bank of Tonga.

Inter-relationship between 
significant unobservable 

inputs and fair value 
measurement 

Not applicable
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6 FINANCIAL RISK MANAGEMENT (CONTINUED)

(a) Market risk (continued)
(i) Foreign exchange 

(ii)  Political climate

(iii) Cash flow interest rate risk

(b) Credit risk

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

Cash and cash equivalents

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.

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 2019, 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.

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 Company held cash and cash equivalents of $711,017 at 30 June 2019 (2018: $3,215,454). The Group
held cash and cash equivalents of $1,325,827 at 30 June 2019 (2018: $3,591,395). The cash and cash
equivalents are predominantly held with banks, which are rated Aa3, based on Moody’s ratings. Impairment on
cash and cash equivalents has been measured on the 12 month expected loss basis and reflects the short
maturities of the exposures. The Company and the Group considers that its cash and cash equivalents have
low credit risk based on the external credit ratings of the counterparties. Accordingly, due to short maturities
and low credit risk, on initial application of IFRS 9, the Company and the Group did not recognise an
impairment allowance against cash and cash equivalents as at 1 July 2018. The amount of the allowance did
not change during 2019.

The Group has no significant concentrations of credit risk. The Group does not have any policies that limit the
amount of credit exposure to any one customer or group of customers.
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6 FINANCIAL RISK MANAGEMENT (CONTINUED)

(b) Credit risk (continued)

Expected credit loss assessment for trade receivables

Group
30 June 2019

$ $ $
1 to 30 days 1.98% 1,708,624      33,831           No
31 to 60 days 6.18% 252,106          15,580           Yes
61 to 90 days 36.09% 90,872            32,796           Yes
91 to 120 days 69.09% 53,800            37,170           Yes
Over 120 days past due 79.45% 52,724            41,888           Yes

2,158,126      161,265        

Company
30 June 2019

$ $ $
1 to 30 days 1.98% 1,708,624      33,831           No
31 to 60 days 9.36% 166,398          15,575           Yes
61 to 90 days 37.84% 86,660            32,792           Yes
91 to 120 days 69.40% 53,163            36,895           Yes
Over 120 days past due 92.50% 23,399            21,644           Yes

2,038,244      140,737        

The Group uses an allowance matrix to measure the ECLs of trade receivables from individual customers,
which comprise a large number of small balances.

Debt investment securities
The Company held debt investment securities of $1,499,006 at 30 June 2019 (2018: $1,493,206). The Group
held debt investment securities of $1,913,625 at 30 June 2019 (2018: $1,743,206). The debt investment
securities are held with banks and the Government of Tonga. Debt investment securities are predominantly
held with banks which are rated Aa3, based on Moody's ratings. In relation to debt investment securities held
with the Government of Tonga the Company and the Group monitors changes in credit risk by reviewing
available press and regulatory information. Impairment on debt investment securities has been measured on
the 12-month expected loss basis. On initial application of IFRS 9, the Company and the Group did not
recognise an impairment allowance against debt investment securities as at 1 July 2018. The amount of the
allowance did not change during 2019.

The following table provides information about the exposure to credit risk and ECLs for trade receivables from
individual customers:

Loss rates are calculated using a 'roll rate' method based on the probability of a receivable progressing through
successive stages of delinquency to write-off.

Loss 
allowance

Gross 
carrying 

amount

Gross 
carrying 

amount

Loss 
allowance

Loss rates are based on actual credit loss experience over the past two years. These rates are multiplied by
scalar factors to reflect differences between economic conditions during the period over which the historic data
has been collected, current conditions and the Group’s view of economic conditions over the expected lives of
the receivables. Scalar factors are either based on actual and forecast GDP or inflation rates.

Weighted - 
average loss 

rate

Weighted - 
average loss 

rate

Credit 
impaired

Credit 
impaired
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6 FINANCIAL RISK MANAGEMENT (CONTINUED)

(b) Credit risk (continued)

Movements in the allowance for impairment in respect of trade receivables

2019 2018 2019 2018
$ $ $ $

Opening balance           104,381            131,845            83,853           111,317 
Adjustment on initial application of IFRS 9             13,155                      -              13,155                     - 
Adjusted opening balance           117,536            131,845            97,008           111,317 
Net remeasurement of loss allowance             43,729             (27,464)            43,729            (27,464)
Closing balance            161,265             104,381           140,737             83,853 

Comparative information under IAS 39
Consolidated Company

2018 2018
$ $

Neither past due not impaired       1,105,988        1,044,728 
Past due 31-90 days          291,984           286,037 
Past due 91 days plus            77,067             71,846 

       1,475,039        1,402,611 

(c) Liquidity risk

The movement in the allowance for impairment in respect of trade receivables during the year was as follows.
Comparative amounts for 2018 represent the allowance account for impairment losses under IAS 39.

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.
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6 FINANCIAL RISK MANAGEMENT (CONTINUED)

(c) Liquidity risk (continued)

On
demand

($)

Less than
1 year

($)

Between
1 and 2
years

($)

Between 2
and 5 years

($)

Greater 
than

5 years
($)

Contractual
outflows

($)

Carrying
amount 

($)

Non-derivative financial liabilities
Consolidated
At 30 June 2019
Borrowings -         4,415,435   4,468,960 13,406,880 18,219,092 40,510,367  33,043,867 
Trade and other 
payables -         9,137,607   -                -                  -                  9,137,607    9,137,607   

-         13,553,042 4,468,960 13,406,880 18,219,092 49,647,974  42,181,474 

At 30 June 2018
Bank overdraft 124,729 -              -              -                -                124,729       124,729     
Borrowings -         3,849,102   3,977,903 11,933,710 14,776,827 34,537,542  28,410,797 
Trade and other 
payables -         10,450,982 -                -                  -                  10,450,982  10,450,982 

124,729 14,300,084 3,977,903 11,933,710 14,776,827 45,113,253  38,986,508 

Company
At 30 June 2019
Borrowings -         4,045,794   4,127,753 12,383,259 18,069,726 38,626,532  31,372,432 
Trade and other 
payables -         10,190,503 -            -              -              10,190,503  10,190,503 

-         14,236,297 4,127,753 12,383,259 18,069,726 48,817,035  41,562,935 

At 30 June 2018
Bank overdraft 124,729 -              -              -                -                124,729       124,729     
Borrowings -         3,778,641   3,836,814 11,510,442 14,435,411 33,561,308  27,583,797 
Trade and other 
payables -         11,202,604 -                -                  -                  11,202,604  11,202,604 

124,729 14,981,245 3,836,814 11,510,442 14,435,411 44,888,641  38,911,130 

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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6 FINANCIAL RISK MANAGEMENT (CONTINUED)

(d) Capital risk management

2019 2018 2019 2018
$ $ $ $

Total borrowings (Note 21) 33,043,867 28,410,797 31,372,432 27,583,797   
Less: cash and cash equivalents (Note 13) (1,325,827)  (3,466,666)  (711,017)     (3,090,725)    
Net debt 31,718,040 24,944,131 30,661,415 24,493,072   
Total equity 63,856,011 62,003,551 62,850,636 61,413,470   
Total capital 95,574,051 86,947,682 93,512,051 85,906,542   
Gearing Ratio 33.19% 28.69% 32.79% 28.51%

7 REVENUE
Regulated revenue
Fuel 21,228,888   18,038,493   21,254,400   18,055,902   
Non-fuel 27,973,377   27,307,558   27,973,377   27,307,558   
GPO recovery 1,803,496     1,676,679     1,803,496     1,676,679     
Gas 8,795,775     8,221,712     -                    -                    

59,801,536 55,244,442 51,031,273 47,040,139   
Non-regulated revenue
Fees, upgrade and repairs 2,006,976     1,087,822     2,004,256     1,087,822     

2,006,976     1,087,822     2,004,256     1,087,822     

61,808,512 56,332,264 53,035,529 48,127,961   

Disaggregation of revenue

Tongatapu 52,883,499 47,945,573 45,785,682 41,198,796   
Vava'u 5,953,954   5,683,682   4,663,982   4,525,247     
Ha'apai 1,431,533   1,454,184   1,212,982   1,285,910     
Eua 1,539,526   1,248,825   1,372,883   1,118,008     

61,808,512 56,332,264 53,035,529 48,127,961   

8 OTHER INCOME
Release of deferred income (Note 25) 2,657,655   1,852,867   2,657,655   1,852,867     
Government grant received 3,200,000   6,069,830   3,200,000   6,069,830     
Dividend income -                  -                  -                   202,163       

4,700          -                  4,700           -                   
Sundry income 1,787,409   890,369      1,646,159   624,821       

    7,649,764   8,813,066   7,508,514   8,749,681     

Gain on disposal of property, plant and 
equipment

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 to 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. The gearing ratio of the Company and the Group
as at 30 June 2019 and 2018 is as follows:

In the following table, revenue from contracts with customers in the scope of IFRS 15 is disaggregated by
location.
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2019 2018 2019 2018
     $      $       $      $

9 NET FINANCE COSTS

Interest income under the effective interest method 67,254         117,268       58,085         109,196       

Total interest income arising from financial
assets measured at amortised cost (2018: from
financial assets not measured at FVTPL) 67,254         117,268       58,085         109,196       

Net foreign exchange gain 16,657       22,726       80,623        22,726        
Finance income - other 16,657       22,726       80,623        22,726        

Financial liabilities measured at amortised cost –
interest expense (Note 21(b)) (1,195,944)   (1,106,190)   (1,139,176)   (1,076,142)   
Ineffectiveness of derivative financial instruments (74,125)        (75,213)        (74,125)        (75,213)        
Net foreign exchange loss -                 (9,570)        -                  (7,150)         
Finance costs - other (1,270,069) (1,190,973) (1,213,301)  (1,158,505)  

Net finance costs recognised in profit or loss (1,186,158)   (1,050,979)   (1,074,593)   (1,026,583)   

10 PERSONNEL EXPENSES
Key management personnel (Note 27(d)) 1,800,661  1,607,473  1,537,199   1,489,835   
Staff salaries and related expenses 5,842,132  5,734,775  5,095,977   4,979,415   
Superannuation contribution 364,307     338,148     330,250      306,715      

8,007,100  7,680,396  6,963,426   6,775,965   

11 PROFIT BEFORE INCOME TAX
Profit before income tax has been determined after 
charging as expenses: 3,758,251    6,588,564    2,968,271    6,061,669    

(a) Cost of sales
Fuel cost 26,906,933 21,462,720 26,906,933 21,462,720  
Renewable energy cost 1,130,527  475,101     1,130,527   475,101      
Gas cost 6,045,620  5,548,102  -                  -                  
Salaries and wages 4,648,318  4,381,723  4,648,318   4,381,723   
Superannuation contribution 233,389     221,166     233,389      221,166      
Third party costs 1,867,715  809,315     1,867,715   809,315      
Maintenance costs 2,376,187  3,156,564  2,376,187   3,156,564   
Supplies and consumables 102,694     138,609     102,694      138,609      
Rent/ lease expenses 188,883     242,182     188,883      242,182      
Other repairs 181,261     197,499     181,261      197,499      
Depreciation of generation equipment 1,217,739  1,254,294  1,217,739   1,254,294   
Other expenses 1,542,855  1,441,298  1,542,855   1,441,298   

46,442,121 39,328,573 40,396,501 33,780,471  

Consolidated Company



TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 38
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018 2019 2018
     $      $       $           $

11 PROFIT BEFORE INCOME TAX (continued)

(b) Selling and distribution expenses
Media announcements 95,955        199,295      70,567         170,362       
Loss on disposal of property, plant and 
equipment 53,283          895,071        -                    895,071        
Repairs and maintenance 190,835      51,312        -                   -                   
Depreciation of distribution network 6,043,371   5,211,434   6,043,371    5,211,434    

6,383,444   6,357,112   6,113,938    6,276,867    

(c) Administrative and other expenses
Auditor's remuneration - audit services 59,500        55,000        41,000         38,500         
Bank charges 172,133      88,542        163,685       81,589         
Depreciation of property, plant and equipment 1,332,520   1,236,841   914,812       865,012       
Amortisation of intangible assets 589,446      671,913      575,878       663,999       
Electricity Commission fees 571,188      571,904      561,192       561,192       
Impairment loss on investment in subsidiaries -                  -                  556,144       -                   
Insurance 1,515,354   1,053,624   1,393,694    954,322       
Directors' emoluments (Note 27(a)) 259,449      381,537      139,843       266,159       
Legal and professional fees 729,208      1,593,785   690,211       1,592,131    
Repairs and maintenance 160,338      212,582      153,735       110,134       
Salaries and wages 2,994,475   2,960,525   1,984,858    2,087,527    
Superannuation contribution 130,918      116,982      96,861         85,549         
Travelling expenses 413,640      1,010,882   413,640       1,010,882    
Other expenses 2,560,150   1,743,197   2,105,204    1,292,268    

11,488,319 11,697,314 9,790,757    9,609,264    

12 INCOME TAX
(a) Income tax expense
Current tax expense 1,229,839   1,988,706   1,198,619    1,929,458    
Deferred tax benefit (147,812)     (465,485)     (456,551)      (445,088)      
Under/(over) provision in prior years 34,727        (130,709)     -                   (130,709)      
Income tax expense 1,116,754   1,392,512   742,068       1,353,661    

Prima facie income tax expense

Profit before tax 3,758,251     6,588,564     2,968,271     6,061,669     

Prima facie income tax expense on operating 
profit at 25% (2018: 25%) 939,563        1,647,141     742,068        1,515,417     
Deferred tax de-recognised -                  (141,914)     -                   -                   
Permanent difference 1,155          17,994        -                   (31,047)        
Under/(over) provision in prior years 34,727        (130,709)     -                   (130,709)      
Deferred tax derecognised 9,208          -                  -                   -                   
Reversal of deferred tax derecognised 
previously 132,099        -                    -                    -                    
Income tax expense 1,116,752   1,392,512   742,068       1,353,661    

Consolidated Company
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     $      $       $           $

12 INCOME TAX (continued)
(b) Current tax liability
Balance at the beginning of the year 1,920,278   2,458,139   1,929,458    2,524,818    
Income tax paid (1,955,008)  (2,526,567)  (1,929,458)  (2,524,818)   
Current tax expense 1,229,839   1,988,706   1,198,619    1,929,458    
Under provision in prior years 34,727        -                  -                   -                   
Balance at the end of the year 1,229,836   1,920,278   1,198,619    1,929,458    

(c) Deferred tax liabilities
Property, plant and equipment (6,889,669)  (7,030,102)  (6,702,293)  (7,012,681)   
Asset revaluation reserve (422,885)     (422,885)     (422,885)      (422,885)      
Unrealised exchange gains (710)            -                  (710)             -                   

(7,313,264)  (7,452,987)  (7,125,888)  (7,435,566)   
(d) Deferred tax assets
Unrealised exchange losses 323             2,393          -                   1,788           
Investment in subsidiaries -                  -                  139,036       -                   
Employee entitlements 158,574      192,209      155,485       189,656       
Trade receivables 40,316        26,095        35,184         20,963         
Intangible assets 198,892      166,030      198,892       166,030       

398,105      386,727      528,597       378,437       

(e) Movement in deferred tax balances

1 July 2018

Recognised 
in profit or 

loss 30 June 2019
Consolidated
30 June 2019 $ $ $
Property, plant and equipment (7,030,102)  140,433       (6,889,669)   
Asset revaluation reserve (422,885)     -                   (422,885)      
Unrealised exchange gains -                  (710)             (710)             
Intangible assets 166,030      32,862         198,892       
Unrealised exchange losses 2,393          (2,070)          323              
Employee entitlements 192,209      (33,635)        158,574       
Trade receivables 29,384        10,932         40,316         

(7,062,971) 147,812 (6,915,159)

1 July 2017

Recognised 
in profit or 

loss 30 June 2018
30 June 2018 $ $ $
Property, plant and equipment (7,510,813)  480,711       (7,030,102)   
Asset revaluation reserve (422,885)     -                   (422,885)      
Intangible assets (32,516)       198,546       166,030       
Unrealised exchange losses -                  2,393           2,393           
Employee entitlements 189,862      2,347           192,209       
Trade receivables 32,961        (6,866)          26,095         
Tax losses 80,937        (80,937)        -                   

(7,662,454) 596,194 (7,066,260)

Consolidated Company
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12 INCOME TAX (continued)
(e) Movement in deferred tax balances - continued

1 July 2018

 Recognised 
in profit or 

loss 30 June 2019
$ $ $

Company
30 June 2019
Property, plant and equipment (7,012,681)  310,388       (6,702,293)   
Asset revaluation reserve (422,885)     -                   (422,885)      
Investment in subsidiaries -                  139,036       139,036       
Intangible assets 166,030      32,862         198,892       
Unrealised exchange losses/(gains) 1,788          (2,498)          (710)             
Employee entitlements 189,656      (34,171)        155,485       
Trade receivables 24,250        10,934         35,184         

(7,053,842) 456,551 (6,597,291)

1 July 2017

Recognised 
in profit or 

loss 30 June 2018
30 June 2018 $ $ $
Property, plant and equipment (7,392,843)  380,162       (7,012,681)   
Asset revaluation reserve (422,885)     -                   (422,885)      
Intangible assets (32,516)       198,546       166,030       
Unrealised exchange losses -                  1,788           1,788           
Employee entitlements 187,489      2,167           189,656       
Trade receivables 27,829        (6,866)          20,963         

(7,632,926) 575,797 (7,057,129)

2019 2018 2019 2018
     $      $       $           $

13 CASH AND CASH EQUIVALENTS

Cash at bank 1,320,427     3,583,142     705,617        3,210,054     

Cash on hand 5,400            8,253            5,400            5,400            
Cash and cash equivalents in the 
statement of financial position 1,325,827     3,591,395     711,017        3,215,454     
Bank overdraft -              (124,729)     -                   (124,729)      
Cash and cash equivalents in the 
statement of cash flows 1,325,827     3,466,666     711,017        3,090,725     

- overdraft facility of $3 million with ANZ Banking Corporation at an interest rate of 9.5% per annum (2018: $3
million at an interest rate of 9.5% per annum). 

- overdraft facility of $300,000 with Bank of South Pacific at an interest rate of 11% per annum (2018:
$300,000 at an interest rate of 11% per annum). 

Consolidated Company

Financing facilities available to the Group at the end of the financial year consists of the following:
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14 TRADE AND OTHER RECEIVABLES
Trade receivables 2,158,126   1,579,420   2,038,244    1,486,464    
Impairment on trade receivables (161,265)     (104,381)     (140,737)      (83,853)        

1,996,861   1,475,039   1,897,507    1,402,611    
Prepayments 1,244,077   1,305,672   1,230,311    1,292,556    
Accrued income 3,581,335   3,576,800   3,581,335    3,567,613    
Receivable from subsidiaries (Note 27(c)) -                -                294,401       479,736       
Receivable from subsidiaries WAL 149,331      196,428      149,331       196,428       
Consumption tax receivable 1,703,232   1,005,621   1,703,232    1,005,621    
Other assets 51,117        84,057        49,485         84,057         

8,725,953   7,643,617   8,905,602    8,028,622    

15 INVENTORIES
Fuel 471,166      602,871      471,166       602,871       
Spares 906,522      -                  906,522       -                   
Gas and gas related products 528,220      451,167      -                   -                   

1,905,908   1,054,038   1,377,688    602,871       

16 DEBT INVESTMENT SECURITIES
Current
MBF Bank -                  250,000      -                   -                   
ANZ Banking Corporation 742,625      322,206      328,006       322,206       
Government bonds 1,004,000   -                  1,004,000    -                   

1,746,625   572,206      1,332,006    322,206       

Non-current
Government bonds 167,000      1,171,000   167,000       1,171,000    

Consolidated Company

At reporting date, the Group held term deposits with ANZ Bank which attracted interest rate of 2% per annum
(2018: 2% per annum). The Group also held government bonds with National Reserve Bank of Tonga which
attracted interest rate of 3.2% to 3.5% per annum (2018: 3.2% to 3.5% per annum).



TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 42
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

2019 2018 2019 2018
     $      $       $           $

17 INTANGIBLE ASSETS
Opening net book amount      3,120,555      3,469,724      2,029,352       2,501,056 
Additions         598,480         327,974         598,480          192,295 
Disposals                   -             (5,230)                   -                      - 
Amortisation charge       (589,446)       (671,913)       (575,878)        (663,999)
Closing net book amount       3,129,589       3,120,555       2,051,954       2,029,352 

Computer software
Cost      4,067,664      3,469,184      3,931,985       3,333,505 
Accumulated amortisation    (1,901,512)    (1,312,066)    (1,880,031)     (1,304,153)
Net book amount 2,166,152   2,157,118   2,051,954    2,029,352    

Goodwill
Cost         963,437         963,437                   -                      - 
Net book amount          963,437          963,437                    -                      - 

Intangible assets 3,129,589   3,120,555   2,051,954    2,029,352    

 

Valuation technique

2019
In percent

Adjusted market multiple 1.2%
Forecasted earnings 1.2%

Valuation technique and significant unobservable inputs
The following table shows the valuation technique used in determining the recoverable amount, as well as the
significant unobservable inputs used.

Inter-relationship between significant 
unobservable inputs and fair value 

measurement

Significant 
unobservable 

inputs

Management has identified that a reasonably possible change in the following key assumptions could cause
the carrying amount to exceed the recoverable amount. The following table shows the amount by which the
assumptions would need to change individually for the estimated recoverable to be equal to the carrying
amount.

Change required for 
carrying amount to equal 

recoverable amount

Market comparison technique: The valuation
model is based on market multiples derived
from quoted prices of companies comparable
to Tonga Gas and the expected future
maintainable earnings of Tonga Gas. The
estimate is adjusted for the effect of control,
size, country risk and the non-marketability of
Tonga Gas.

- Adjusted
market
multiple
(2019: 3.1 -
5.1)
- Forecasted
earnings

The estimated fair value would increase/
(decrease) if any of the significant
unobservable inputs were changed.
Generally, a change in the annual growth rate
is accompanied by directionally similar
change in future maintainable earnings.

Consolidated Company

The carrying value of goodwill is in relation to the Company's investment in Tonga Gas Limited (Tonga Gas).
The recoverable amount of the CGU was based on fair value less costs of disposal. The fair value
measurement was categorised as a Level 2 fair value based on the inputs in the valuation technique used.
The carrying amount of the CGU in 2019 was determined to be lower than its recoverable amount of
$2,138,597 
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18 PROPERTY, PLANT AND EQUIPMENT - CONSOLIDATED

Generation Distribution Computer Furniture Tools & Motor Land & Capital Renewable Total
Equipment Network Equipment & Fixtures Equipment Vehicle Building WIP Energy      

$ $ $ $ $ $ $ $ $ $
At 30 June 2017
Cost or valuation 32,594,114   57,618,556   1,042,745 316,968 6,042,671 4,270,989  14,421,731 13,798,376 30,345,997 160,452,147
Accumulated depreciation (11,762,566)  (15,813,925)  (824,206)  (194,163) (3,890,644) (2,926,030) (1,482,212) -                 (3,204,846) (40,098,592)
Net Book Amount 20,831,548   41,804,631   218,539    122,805 2,152,027 1,344,959  12,939,519 13,798,376 27,141,151 120,353,555

Year Ended 30 June 2018
Opening net book amount 20,831,548   41,804,631   218,539    122,805 2,152,027 1,344,959  12,939,519 13,798,376 27,141,151 120,353,555
Additions 569,486        2,726,523     314,911    17,347   228,017   658,410     1,677,955 8,924,306  -                15,116,955 
Transfers -                    6,765,576     31,097      -             -               -                -                (6,796,673) -                -                    
Disposals -                    (895,071)       -                -         -               -                -                -                 -                (895,071)     
Depreciation expense (1,254,294)    (3,966,650)    (112,992)  (38,986)  (375,128)  (480,686)    (229,049)   -                 (1,244,784) (7,702,569)  
Closing net book amount 20,146,740   46,435,009   451,555    101,166 2,004,916 1,522,683  14,388,425 15,926,009 25,896,367 126,872,870

At 30 June 2018
Cost or valuation 33,163,600   66,271,512   1,388,753 334,184 6,270,688 4,929,059  16,099,686 15,926,009 30,349,012 174,732,503
Accumulated depreciation (13,016,860)  (19,836,503)  (937,198)  (233,018) (4,265,772) (3,406,376) (1,711,261) -             (4,452,645) (47,859,633)
Net Book Amount 20,146,740   46,435,009   451,555    101,166 2,004,916 1,522,683  14,388,425 15,926,009 25,896,367 126,872,870

Year Ended 30 June 2019
Opening net book amount 20,146,740   46,435,009   451,555    101,166 2,004,916 1,522,683  14,388,425 15,926,009 25,896,367 126,872,870
Additions 547,660        32,253,890   109,438    12,746   236,419   298,636     522,321    7,175,517  -                41,156,627 
Transfers -                    2,712,026     -                -             -               -                10,421,126 (16,414,405) 1,376,001 (1,905,252)  
Disposals -                    -                   -                -             -               (53,283)      -                -                 -                (53,283)       
Depreciation expense (1,217,739)    (4,700,616)    (145,668)  (38,035)  (384,883)  (498,221)    (265,713)   -                 (1,342,755) (8,593,630)  
Closing net book amount 19,476,661   76,700,309   415,325    75,877   1,856,452 1,269,815  25,066,159 6,687,121  25,929,613 157,477,332

At 30 June 2019
Cost or valuation 33,711,260   101,237,428 1,498,191 346,930 6,507,107 5,156,650  27,043,133 6,687,121  31,725,013 213,912,833
Accumulated depreciation (14,234,599)  (24,537,119)  (1,082,866) (271,053) (4,650,655) (3,886,835) (1,976,974) -             (5,795,400) (56,435,501)
Net Book Amount 19,476,661   76,700,309   415,325    75,877   1,856,452 1,269,815  25,066,159 6,687,121  25,929,613 157,477,332
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18 PROPERTY, PLANT AND EQUIPMENT - COMPANY

Generation Distribution Computer Furniture Tools & Motor Land & Capital Renewable Total
Equipment Network Equipment & Fixtures Equipment Vehicle Building WIP Energy      

$ $ $ $ $ $ $ $ $ $
At 30 June 2017
Cost or valuation 32,594,114   57,618,556   937,161    297,015 1,254,255 3,547,252  13,268,966 13,798,376 30,345,997 153,661,692
Accumulated depreciation (11,762,566)  (15,813,925)  (764,608)  (180,995) (800,780)  (2,494,979) (1,274,616) -                 (3,204,846) (36,297,315)
Net Book Amount 20,831,548   41,804,631   172,553    116,020 453,475   1,052,273  11,994,350 13,798,376 27,141,151 117,364,377

Year Ended 30 June 2018
Opening net book amount 20,831,548   41,804,631   172,553    116,020 453,475   1,052,273  11,994,350 13,798,376 27,141,151 117,364,377
Additions 569,486        2,726,523     292,408    17,347   94,875     587,365     1,677,955 8,911,072  -                14,877,031 
Transfers -                    6,765,576     31,097      -             -               -                (6,796,673) -                -                    
Disposals -                    (895,071)       -                -             -               -                -                -                 -                (895,071)     
Depreciation expense (1,254,294)    (3,966,650)    (80,595)    (37,289)  (141,031)  (404,975)    (201,122)   -                 (1,244,784) (7,330,740)  
Closing net book amount 20,146,740   46,435,009   415,463    96,078   407,319   1,234,663  13,471,183 15,912,775 25,896,367 124,015,597

-               
At 30 June 2018
Cost or valuation 33,163,600   66,271,512   1,260,666 314,362 1,349,130 4,134,277  14,946,921 15,912,775 30,349,012 167,702,255
Accumulated depreciation (13,016,860)  (19,836,503)  (845,203)  (218,284) (941,811)  (2,899,614) (1,475,738) -                 (4,452,645) (43,686,658)
Net Book Amount 20,146,740   46,435,009   415,463    96,078   407,319   1,234,663  13,471,183 15,912,775 25,896,367 124,015,597

Year Ended 30 June 2019
Opening net book amount 20,146,740   46,435,009   415,463    96,078   407,319   1,234,663  13,471,183 15,912,775 25,896,367 124,015,597
Additions 547,660        32,253,890   89,554      12,746   22,080     298,636     17,412      7,175,517  -                40,417,495 
Transfers -                    2,712,026     -                -             -               -                10,407,892 (16,401,171) 1,376,001 (1,905,252)  
Depreciation expense (1,217,739)    (4,700,616)    (121,582)  (36,339)  (129,710)  (418,198)    (208,983)   -                 (1,342,755) (8,175,922)  
Closing net book amount 19,476,661   76,700,309   383,435    72,485   299,689   1,115,101  23,687,504 6,687,121  25,929,613 154,351,918

At 30 June 2019
Cost or valuation 33,711,260   101,237,428 1,350,220 327,108 1,371,210 4,432,913  25,372,225 6,687,121  31,725,013 206,214,498
Accumulated depreciation (14,234,599)  (24,537,119)  (966,785)  (254,623) (1,071,521) (3,317,812) (1,684,721) -                 (5,795,400) (51,862,580)
Net Book Amount 19,476,661   76,700,309   383,435    72,485   299,689   1,115,101  23,687,504 6,687,121  25,929,613 154,351,918
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2019 2018 2019 2018
     $      $       $           $

19 TRADE AND OTHER PAYABLES
Trade payables 6,792,998  5,022,928  6,319,508  4,569,705      
Unexpended grant funds -                 3,367,919  -                  3,367,919      
Other payables and accruals 2,344,609  2,060,135  2,091,224  1,909,023      
Related party payables (Note 27 (c)) -                 -                 1,779,771  1,355,957      

9,137,607  10,450,982 10,190,503 11,202,604     

20 EMPLOYEE ENTITLEMENTS
Annual leave 274,293     294,963     261,939      269,469         
Provision for bonus 360,000     489,155     360,000      489,155         

634,293     784,118     621,939      758,624         

21 BORROWINGS
a) Secured loans from ANZ Tonga
Current 3,038,498  2,651,053  2,737,321  2,606,597      
Non-current 30,005,369 25,759,744 28,635,111 24,977,200     
Total 33,043,867 28,410,797 31,372,432 27,583,797     

b) Interest
Interest charged to profit or loss 1,195,944  1,106,190  1,139,176  1,076,142      
Interest capitalised to property plant and 
equipment -                   166,086       -                   166,086          

1,195,944  1,272,276  1,139,176  1,242,228      

c) Reconciliation of movements of liabilities to cash flows arising from financing activities

Balance at the beginning of the year 28,410,797 27,305,944 27,583,797 26,580,944     
Proceeds from borrowings 7,503,002  3,797,668  6,614,252  3,695,668      
Repayment of borrowings (2,871,890) (2,692,815) (2,827,575) (2,892,815)    
Interest expense 1,195,944  1,106,190  1,139,176  1,076,142      
Interest capitalised to property plant and 
equipment 325,950       166,086       325,950       166,086          
Interest paid (1,519,936) (1,272,276) (1,463,168) (1,242,228)    
Balance at the end of the year 33,043,867 28,410,797 31,372,432 27,383,797     

d) Securities

Tonga Power Limited borrowings
- First Registered Mortgage over leasehold property at Popua, Lease no. 8159 plus all improvement thereon
- First Registered Mortgage over leasehold property at Matatoa, Lease no. 8684 plus all improvement thereon
- First Registered Mortgage Debenture over all assets and under takings of Tonga Power Limited
- First Registered Mortgage Debenture over all assets and undertakings of Homegas Limited
- First Registered Mortgage Debenture over all assets and undertakings of Tonga Gas Limited
- Cross Guarantee between Tonga Power Limited, Homegas Limited and Tonga Gas Limited
- Deed of assignment over Electricity Concession Contract
- Script lien over 100% shares of Tonga Power Limited over Homegas Limited

Tonga Gas Limited borrowings
- First Registered Mortgage Debenture over all assets and undertakings of Tonga Gas Limited
- First Registered Mortgage Debenture over all assets and undertakings of Homegas Limited
- First Registered Mortgage over leasehold property at Touliki, Ma'ufanga, Lease no. 2821A
- First Registered Mortgage over leasehold property at Toula, Vava'u, Lease no. 8137
- Cross Guarantee between Tonga Power Limited, Homegas Limited and Tonga Gas Limited

CompanyConsolidated

The borrowings for the Group are secured by the following:
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21 BORROWINGS (continued)

e) Terms of the borrowings

Interest rate
Monthly 

repayment Maturity
Tonga Power Limited borrowing
Loan 1 4.50% 74,000        March 2027
Loan 2 4.50% 82,000        March 2028
Loan 3 4.50% 30,735        February 2028
Loan 4 4.50% 83,000        February 2029
Loan 5 4.25% 64,000        July 2031
Loan 6 4.25% 10,245        August 2030

Tonga Gas Limited borrowing

Loan 1 4.25% 28,434         

2019 2018 2019 2018
     $      $       $           $

22 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

33,783,595 33,783,595 33,783,595 33,783,595     

2019 2018 2019 2018
     $      $       $           $

23 PROVISION FOR DIVIDEND
Balance at the beginning of the year 3,300,000  3,300,000  3,300,000  3,300,000      
Dividend declared 779,171     3,300,000  779,171      3,300,000      
Dividend paid (100,000)    (1,200,000) (100,000)     (1,200,000)    
Dividend converted to grant (3,200,000) (2,100,000) (3,200,000) (2,100,000)    
Balance at the end of the year 779,171     3,300,000  779,171      3,300,000      

24 ASSET REVALUATION RESERVE
Balance at the beginning of the year 10,788,553 11,214,520 10,788,553 11,214,520     
Depreciation of buildings (69,467)      (69,467)      (69,467)       (69,467)          
Depreciation of distribution network (351,657)    (356,500)    (351,657)     (356,500)        
Balance at the end of the year 10,367,429 10,788,553 10,367,429 10,788,553     

December 2024

Consolidated Company

Consolidated Company

Ordinary shares of 1,031 at $32,768 per
share, fully paid

Asset revaluation reserve consists of fair value gains arising from the revaluation of the Company's
Distribution Networks and revaluation of land and buildings. The difference between the depreciation based
on the revalued carrying amount charged to profit or loss and depreciation based on the assets original costs
for the year was $421,124 (2018: $425,967). This difference was transferred from the asset revaluation
reserve to retained earnings.

During the year, the Company declared a dividend of $779,171 (2018: $3,300,000) at the rate of $756 (2018:
$3,201) per share. Due to the dividend payable during the year, $3,200,000 (2018: $2,100,000) was
exempted by the shareholder and recognised as income in profit or loss, as the exemption represented
recovery of costs from the tariff hold by the authorities.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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2019 2018 2019 2018
     $      $       $           $

25 DEFERRED INCOME - DONATED ASSETS
Balance at the beginning of the year 29,964,966 31,817,833 29,964,966 31,817,833     
Additions 31,574,977 -             31,574,977 -                 
Amounts released to other income (2,657,655) (1,852,867) (2,657,655) (1,852,867)     
Balance at the end of the year 58,882,288 29,964,966 58,882,288 29,964,966     

Disclosed in the financial statements as follows:
Current 2,657,655  1,852,867  2,657,655  1,852,867      
Non-current 56,224,633 28,112,099 56,224,633 28,112,099     

58,882,288 29,964,966 58,882,288 29,964,966     

2019 2018 2019 2018
     $      $       $           $

26 INVESTMENT IN SUBSIDIARIES
Homegas Limited -             -             642,531      642,531         
Tonga Gas Limited -             -             2,953,163  3,307,144      

-             -             3,595,694  3,949,675      

2019 2018 2019 2018
     $      $       $           $

Balance at the beginning of the year -             -             3,949,675  3,669,675      
Additional investment in subsidiary -             -             202,163      280,200         
Impairment of investment -             -             (556,144)     -                 
Balance at the end of the year -             -             3,595,694  3,949,875      

Subsidiary entities 2019 2018
Homegas Limited 100% 100% Tonga Tonga
Tonga Gas Limited 100% 100% Tonga Tonga

Place of 
business 

Ownership interest Place of 
incorporatio

During the year, dividends receivable from Tonga Gas Limited of $202,163 was converted into shares.

Consolidated Company

During the year, the Company impaired its investments in Tonga Gas Limited. An impairment loss of
$556,144 was recognised under "Administrative and other expenses"

Consolidated Company

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

Consolidated Company

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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27 RELATED PARTIES

(a) Transactions with directors

Mr. Sitiveni Halapua Appointed on 28-Jan-19 (Chairperson)
Mr. Seventeen Toumo'ua Appointed on 28-Jan-19 
Mr. John Paul Chapman Appointed on 28-Jan-19 
Dr. Nailasikau Halatu'itu'ia Reappointed on 28-Jan-19 
Mr. Sione Havea Taione Reappointed on 28-Jan-19 
Mr. Carl Sanft Resigned on 27-Jan-19
Mrs. Fuiva Kavaliku Resigned on 27-Jan-19
Mr. 'Aisake Tu'iono Resigned on 27-Jan-19

2019 2018 2019 2018
     $           $       $           $

Directors' emoluments 259,449     381,537     139,843      266,159         

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

2019 2018 2019 2018
     $           $       $           $

Transactions during the year
Sale of electricity 7,580,491  6,826,845  7,580,491  6,826,845      
Purchase of services (3,721,327) (3,191,363) (3,721,327) (3,191,363)    
GPO subsidy 1,803,496  1,676,679  1,803,496  1,676,679      
Grant received 3,200,000  6,069,830  3,200,000  6,069,830      
Dividends paid (100,000)    (1,200,000) (100,000)     (1,200,000)    

2019 2018 2019 2018
     $           $       $           $

Balances as at year end
Receivable from Government Ministries and
State Owned Enterprises 537,000       651,844       537,000       651,844          
Payable to Government Ministries and State
Owned Enterprises (87,147)        (159,032)      (87,147)        (159,032)         
Provision for dividend (779,171)    (3,300,000) (779,171)     (3,300,000)    

2019 2018
(c) Transactions with subsidiaries       $           $
Transactions during the year
Sale of electricity 25,512        17,409           
Service fee income 6,000           6,000             
Dividend income -              202,163         
Other expenses (50,000)       (123,331)        

Consolidated

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:

CompanyConsolidated

Company

Company

Consolidated Company

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

Purchases of services from related parties during the year mainly relate to payment of consumption tax,
customs fees, land leases, licenses, consulation, surveys and telecommunication services.
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27 RELATED PARTIES (continued)

(c) Transactions with subsidiaries (continued)

Balances as at year end 2019 2018
Amounts receivable from related parties       $           $
Other receivable
Homegas Limited -              215,764         
Tonga Gas Limited 294,401      61,809           

294,401      277,573         
Dividend receivable
Tonga Gas Limited -              202,163         

-               202,163          

294,401       479,736          

Amounts payable to related parties
Other payable 
Homegas Limited 1,779,771  1,355,957      

1,779,771  1,355,957      

(d) Key management personnel

2019 2018 2019 2018
     $           $       $           $

Short term compensation 1,800,661  1,607,473  1,537,199  1,489,835      

(e) Transfer of net assets to related party

$
Intangible assets 114,196         
Property, plant and equipment 498,039         
Inventories 528,220         
Cash and cash equivalents 361,154         
Debt investment securities 150,000         
Trade and other receivables 1,892,892      
Trade and other payables (813,630)        
Employee entitlements (12,354)          

2,718,517      

Company

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Consolidated Company

As at 30 June 2019, the Board of Directors of Tonga Gas Limited and Homegas Limited passed a resolution
to merge the operations of Homegas Limited into Tonga Gas Limited. It was resolved that the following assets
and liabilities of Homegas Limited be transferred to Tonga Gas Limited as at 30 June 2019:

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 directors, 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.
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28 CONTINGENT LIABILITIES

29 CAPITAL COMMITMENTS

Operating leases

2019 2018 2019 2018
     $      $       $      $

Payable not later than 1 year 109,127     116,327     99,227        91,427           
Payable later than 1 year but not later than 5
years 404,354       437,131       364,754       348,531          
Payable later than 5 years 3,557,684  3,558,216  3,027,412  2,953,834      

4,071,165  4,111,674  3,491,393  3,393,792      

Amounts recognised in profit or loss
Lease expense 122,498     118,560     109,544      103,560         

Capital commitments

Capital commitments 7,000,000  14,007,000 7,000,000  14,007,000     

30 EVENTS SUBSEQUENT TO BALANCE DATE

The directors of the Company are not aware of any contingent liabilities as at 30 June 2019 (2018: Nil).

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 financial statements are as follows:

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 Company, 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.

Consolidated Company

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Contractual commitments in respect of capital expenditure which has been approved by the Board of
Directors is as follows.
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