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Chairman and Chief Executive Report
Overview
Tonga Power strives to provide safe, reliable, and affordable electricity to our customers and
we remain committed to providing a world class level of supply to our customers. We
continue to benchmark ourselves against the other 18 Pacific Island utilities, and are proud
to be the second best performing utility based on the Pacific Power Association
benchmarking exercise. This is an improvement on the previous year, it shows Tonga
Power is punching above its weight and performing, for an island utility, at international best
practice standards. We are pleased with the ongoing improvements achieved across all
parts of our business.

The (NPAT), before application of the one-off reduction for decommissioning of distribution
network assets was $4,992,500 (2013: $2,938,659). This is the highest annual profit
produced by the company in its 6 years existence. International Accounting Standards
treatment for Decommissioning of Distribution Network Assets recognised $1,478,671 net
book value write off which reduces net profit after tax to $2,635,372 (2013: $2,224,967).
Even with the negative impact of the write offs this year’s NPAT was still higher than last
year’s result. The write downs are a direct result of the Tonga Village Network Upgrade
Project, where assets are dismantled and replaced by grant funded ones.
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Ongoing efficiency improvements have seen our total system losses (generation and
distribution combined) reduce from 13% at the start of the financial year to 12.29% at the
end of the year, below the regulated target of 13%. In 2009 the losses were up to 19%.
Further improvements have been made through ongoing customer connection audits, faulty
meter replacements, and network upgrades and improvements.
System reliability has improved compared to previous years. This year was the first time
Tonga Power set reliability targets, set at a level 5% below last year’s actuals, a target that
will incentivise improved levels of generation and network management, as well as customer
service enhancements. The target is an internal one, deemed important to the provision of
good customer service, and we expect that this measure and an associated glide path will
increasingly feature in our performance management practices. This year, despite a larger
number of planned outages associated with village and power station upgrade projects, we
managed to improve our system reliability by 7% on last year’s figures.
Whilst the imported cost of diesel fuel continues to be our biggest issue, with ongoing cost
increases through the year, it is pleasing to see several project initiatives that will reduce
reliance on this fuel finally commence. The benefits of these projects will be realised in
future years. However, despite the ongoing volatility in diesel costs we managed to keep our
tariff steady at 91.73 seniti/kWh through the remainder of the year. In addition Tonga Power
kept its regulated non-fuel tariff fixed through the year, instead of applying the allowable
inflation based increase in January, we relied on business improvements and cost
management to manage loss of revenue opportunity.

Tonga Power Ltd
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In January 2014 our generation and network assets at Ha’apai were severely damaged by
cyclone Ian, the most damaging storm to hit Tonga since official records were started.
Tonga Power was well prepared and able to respond quickly and effectively immediately
after the event. Tonga Power staffs were amongst the first on the scene and immediate
restoration work was underway the day after the storm struck.
Our disaster management plan was tested to its limits. Despite a significant amount of
damage to equipment, supply was able to be restored within a few weeks, a testament to the
skills and dedication of all our staff. Financial support from the New Zealand Government
was gratefully accepted. We want to acknowledge the dedication and sacrifice of our
Ha’apai staff, despite damage to their and their families’ homes came out and gave priority
to supporting our Ha’apai community.
Tonga Power continued to implement changes and turn the financial fortunes of the
Homegas LPG distribution business around, new systems and processes have also meant
improved levels of customer service. Electronic scales and a point of sale system ensure
customers have the confidence that they receive what they pay for. We firmly believe that
the ultimate solution for Tonga is to have a single, locally owned, and integrated LPG import
and retail/distribution business. Tonga Power hopes to work towards this goal, and become
an energy services company.
Financial Review
Our profit after tax at T$2,635,372 (2013: $2,938,659) for the year ended 30 June 2014,
from revenue of T$48,304,130 (2013: $41,857,812), was an improvement of T$410,405 on
the previous year. The key variance from the previous year was that TPL was left to
manage our tariff in accordance with the agreed Electricity Concession Contract, while this
would allow a pass-through of fuel cost increases, the Board committed to hold the tariff and
manage other business costs from February to June 2014. Through the year we carried
unbudgeted expenditure incurred in response to cyclone Ian, the commencement of the next
stages of the Tongatapu village network upgrade project, and costs associated with the new
Vaini solar generating facility. New Zealand’s Government gave TPL NZD1.7 m to fund the
first phase of repairs at Ha’apai. Generator overhaul costs were again expensed, in the past
the overhauls were capitalised and the change in approach better reflects the requirements
of the international accounting regulations we operate under.
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The Board has declared a T$1,359,314 dividend (inclusive of an Interim Dividend of
$359,314) to be paid to the shareholder. This is in line with our policy.
The total capital investment for the year was $10.4m, in addition to commitments to
expenditure on two significant and fully donor funded projects, our contribution to the rural
village network upgrade and securing land for the Japanese Government funded Vaini 1 MW
solar facility.
The new 2.88 MW Mak diesel generator was delivered in November 2013, procurement of
the generator had been deferred due to reduced load growth, but the ageing Caterpillar
generators at Popua are in need of replacement. The T$10.5 million project is fully debt
funded, loan drawdowns commenced at the end of 2012, and continued through this
financial year. Commissioning is expected in October 2014. Our term debt as at 30 June
2014 sits at T$16,692,960 (2013: $10,685,040).
The company’s Return of Shareholder’s Capital 8% (2013:7%) and Return on Total Equity
(ROE) $5% (2013: 5%). Return on Total Equity was 7%(2013:5%) based on operating profit
before the Village Project One-off Adjustment improved to 8.5% this year, with total equity
increasing to T$55.6m from T$49.3 last year.
Operational Highlights
Tonga Power’s service delivery continues to be at Pacific best levels. Our emergency
response process was tested in January 2014, when cyclone Ian impacted on the Ha’apai
island group. Sustained winds reached 287 km/hr and inflicted significant damage to our
system. The power house walls were destroyed, and around 90% of the distribution network
was flattened or damaged. A large number of homes and commercial premises were
damaged, as a result of the nearly 1,000 connections, we only restored around 500 in the
immediate aftermath of the cyclone. Damage to the network included:
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o
o
o
o
o
o
o
o

90% of the HV and LV lines on the ground
40% of the HV Poles either snapped or blown over
70% of the LV poles either snapped or blown over
65% of the Transformers were damaged (others still on the pole and intact
but all required testing)
90% of the Transformer Structures damaged
Generator N0#2 required further repair (wet due to water ingress)
90% of all Service lines to the property on the ground
Damage to 95% of the 170 Street Lights in Ha’apai

Supply was restored to the hospital and Water Board two days after the cyclone struck, high
voltage supply to all parts of the grid was restored within three weeks of the cyclone, a total
of 30 line staff were involved at the peak of the work.
System losses, defined as the difference between total generation and the volume billed to
customers, reduced further through the year. Losses at year end sit at 12.29%, which is
below the target set in the Concession Contract. This was achieved through ongoing
replacement of service line connections with links, optimisation of transformer size and
locations, and selective upgrades to the network conductors.

Tonga Power Ltd
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Maama Mai is now into its second year of commercial operation, volumes generated through
the year again exceeded 2,000,000 kWh. In November 2013 we also connected
Government’s donor funded La’a Lahi solar plant in Vava’u. While the solar plants
contribute significantly to the reduction in Tonga Power’s diesel use, the benefits are eroded
by growth in consumption and masked by the volatility in diesel fuel prices.
In November 2012 it was decided to commit to a new Mak 2.88 MW diesel generator. The
generator was delivered to Tonga at the end of December and is expected to be
commissioned before the end of November 2014. Delays have unfortunately been incurred
due to late delivery and poor accuracy of the design drawings. This has had an adverse
impact on the installation programme and is being brought to the attention of our supplier.
The new generator will enable Tonga Power to retire one or more of the ageing1.4 MW
Caterpillar generator sets.
The two Mak units will form the core of our thermal generation base, which will support the
future wind and solar intermittent generation schemes.
Construction of the 1 MW Vaini solar plant commenced at the beginning of 2014. The project
is grant funded by the Government of Japan, through the Japanese International
Cooperation Association (JICA). The project provides a solar plant capable of reducing
Toga Power’s diesel use by around 3%, it will also include a micro grid controller along with
two capacitor banks for power conditioning. The project will be completed in March 2015.
The Outer Island Renewable Project commenced in late 2013, this T$11.8 million Asian
Development Bank and Australian Government funded project aims to provide 800 kW of
solar power to our three Outer Island Grids. The project commenced with a tender for
project management services and has moved into the design phase. This project will
continue through 2015.
The US$2.5 million World Bank project, to prepare the Tonga Power system for renewables,
is underway. This project involves significant network analysis. As part of the project Tonga
Power will receive dynamic network modelling tools, to help identify the impact of intermittent
renewable generation connected to the network.
The Homegas LPG distribution business has now been operating under Tonga Power
ownership for over a year. In that time a number of Tonga Power policies and processes
were brought into Homegas. The company suffered from poor operating practices,
historically customers were unable to verify how much gas was purchased. Homegas
management redressed the situation in November 2013, through installation of electronic
scales, point of sale to link purchases to delivery, and upgraded facilities has since improved
the way we safely and efficiently deliver LPG through Tonga. Our net profit after tax was
T$20,200 (2013: (T$89,801 net loss), the result was higher than anticipated as we overcame
operational shortcomings. The Tonga Power Board is confident the transition process to
new ownership is well and truly over and the business will further increase profitability over
the next years.
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Tonga Power Ltd
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Homegas management and the Board were frustrated by the seeming lack of due process
applied to the Competent Authority’s margin determinations for Homegas. Compared to the
process applied to other parties, the Competent Authority (Government’s pricing arm) failed
to apply the same rigour to the Homegas applications. We believe that this has a negative
impact on our ability to run the business sustainably.
Our Customers
Stage one of the Tonga Village Network Upgrade Project (TVNUP) was completed in
October 2013. This project was fully funded by the Government of New Zealand and
entailed the upgrade of the low voltage and high voltage networks through some 19
Tongatapu villages. The T$8.3 million project has upgraded connections for some 2,200
homes and businesses. Low voltage distribution losses reduced to less than 3% on
average, improved voltage levels meant a number of our customers could enjoy a quality
supply, free from the issues associated with the old unreliable and lossy network. The
biggest benefit is the provision of a safe and reliable supply.
The New Zealand Government generously provided additional funding for upgrade of
networks in a further 33 rural villages over a five year period. This T$42million project
commenced in late 2013 and is on track to be completed by the end of the 2017/18 financial
year.
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The Village Network Upgrade Project includes an allowance for the installation of around
3,000 prepayment meters throughout the rural villages. There have been a number of
requests for such metering, as it enables customers to better budget and to purchase power
in smaller amounts. The prepayment metering will also help customers avoid the regulated
reconnection charge as Tonga Power initiated disconnections will no longer be a factor.
It is hoped that the prepayment metering solution selected will enhance levels of customer
service by also being able to facilitate network voltage monitoring, outage notifications, and
remote meter reads as required.
Our People
We were fortunate to have had a number of training opportunities offered to our staff. The
Line staff were trained to N Z Qualification standards, and certified by the Electricity Supply
Industry Training Organisation (ESITO) of New Zealand. These qualifications bring Tonga
Power’s line staff up to the same level of competency as line staff in Australia and New
Zealand.
We are grateful to the Governments of New Zealand, China, and Japan, and to IRENA for
their ongoing training support.
In June 2013 we reached an arrangement with Northpower Limited of New Zealand, to
recruit ten of our line staff. This provides a unique and sought after opportunity for linemen
to take their skills and development to a new level, being able to work on assets and projects
not available in Tonga. The ten selected underwent assessment and orientation in
September and all took up new roles in Northpower, moving to New Zealand before
Christmas 2013.
Through the generosity of the New Zealand Government and Northpower Limited, a number
of these colleagues came back to Tonga in the aftermath of cyclone Ian, to fill the gaps left
by Tongatapu line staff working on the network restoration and rebuild on Ha’apai. Their
local knowledge and skills meant they could fit directly into Tonga Power’s operations and
help maintain our service during this trying time. We see ongoing benefits in our relationship
with Northpower, as a means for further development opportunities for Tongan line staff, and
ongoing support in times of need or when we seek the expertise for specific projects. It is
our hope that in line with the in-principle agreement reached, more line staff will have the
opportunity to seek work with Northpower in the next financial year.
The line trainees who were committed to stage one of the Tongatapu village network
upgrade project moved into Tonga Power to take the place of the ten staff that migrated to
Northpower. Recruitment of trainees saw a new group come into the new phase of the
village project work. These staff will likewise be trained to New Zealand accredited lineman
standards and will over time integrate within Tonga Power.
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Our Strategy and the Way Forward
The Board reaffirmed our strategy, which is to support the Government objective of 50%
renewable generation by 2020. We believe that this target can easily be achieved if all
parties coordinate development of opportunities more closely. For Tonga Power to be a fully
renewable generating business then Tonga Power, development partners, and third party
generators combined will need to invest in around T$250 million. This amounts to some four
times the value of Tonga Power’s assets and thus, unless projects are largely donor funded,
the total cost will have an adverse impact on electricity prices.
Nevertheless the Board believes that setting a renewable generation target in excess of the
50% level has merit, in that it focuses investment decisions in light of the eventual
displacement of imported diesel fuel. The Board is considering such a revised strategy for
the coming years.
The decision to consider a higher renewables target does not replace the six strategic
projects under development; rather it requires a new raft of projects to be added to this core
number of projects. It is pleasing that progress continues in regards to the implementation of
the core projects, timing for these is dictated by the speed of response of our development
partners. But progress is being made and Tonga Power looks forward to the construction
and delivery phases of these projects.
In addition to the Vaini and Outer Island Renewables projects now underway, the
Government of New Zealand has agreed to fund two feasibility studies. These studies aim
to develop the business case for procurement and installation of a biomass plant on ‘Eua,
and build a wind farm on Tongatapu. The studies are expected to be completed before the
end of the 2014/15 financial year, leading to a construction phase for each project.
Operationally Tonga Power aims to maintain a leadership position in the Pacific. Many of
our practices now reflect international standard practice and we are pleased at the ongoing
improvements in reliability of supply to customer. Management have now set internal
reliability targets, which will over time be reduced as a means of driving improvements in
reliability and customer service. In the end however, Tonga remains a remote and cyclone
prone country, and outages will always be prevalent.
Regulations and Electricity Industry Policies
Our relationship with the Electricity Commission has improved, with the resolution of our
dispute around reporting requirements and timing. Tonga Power has reached agreement
with the Commission on the manner in which Concession Contract breaches or perceived
breaches are communicated. The result is that a new level of trust has been built between
us both. This augers well for the upcoming regulatory reset application that Tonga Power
has to submit by December 2014.
Our relationship with TERM remains distant and we have been disappointed at the lack of
response to our many requests for help in seeking funding for our projects. A least cost
development plan, that ranked our six strategic projects, was provided to TERM
Implementation Unit in December 2013. The intent was to have this report (prepared under
funding from the World Bank) used as the basis for upgrade of the Nuku’alofa urban
distribution network. Unfortunately the report was not delivered in time for inclusion in World
Bank budgetary evaluations.
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Our move to renew our diesel supply contract through tender was stopped a second time, by
the Prime Minister’s Office, as Government had asked TERM to progress a national fuel
supply arrangement. To date we have seen no progress in this regard, and our customers
have missed the chance of a material reduction in the fuel component of our tariff through a
better negotiated contract. We look forward to approval to proceed with our proposals.
Conclusions
Tonga Power achieved a record profit before decommissioning costs of distribution network
assets of $4,995,500 (2013: $2,938,659), the highest in its 6 year history. Profit after tax of
$2,635,372 this year (2013:2,224,967) was achieved, despite the increase fuel costs and an
unchanged tariff. The Board resolved not to increase the non-fuel tariff in January, even
though the regulations gave us the right to do so.
Profits will flow to our shareholder, the Government, and will also be applied to investment in
new generation and network efficiency projects.
The company has a healthy balance sheet and solid cash position going into the new
financial year. The Board and management continue to investigate ways to a future where
reliance on the volatile diesel prices is minimal and where the environment benefits from fully
renewable generation and efficient delivery of electricity with minimal losses.
Renewable initiatives implemented and approved to date will make a positive impact on the
business, despite being eroded by ongoing increases in international diesel prices and
through having to spread output over ever increasing levels of consumption.
A safe and affordable electricity supply is crucial to the Tongan economy; our initiatives will
see benefits flow directly to consumers, as we deliver on the Government’s vision for a
renewable future.
We want to thank the Board, management, and staff of Tonga Power and of Homegas for
their hard work, their dedication, and their vision for the company. The Board’s appreciation
goes to our shareholding Minister, the Honourable Fea’omoeata Vakata, for his ongoing
support and sharing our vision for Tonga Power. Without the active help of our shareholding
Minister we would not have been in such a strong position as we are now.
To our customers and stakeholders, thank you for your support, we realise that electricity is
an important service and sympathise with your concerns over the high cost. We can assure
our customers that we all at Tonga Power will continue to drive for lower electricity tariffs,
whilst maintaining the position of the Pacific's leading utility.
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SEEKING OUT NEW OPPORTUNITIES

TONGAN DELEGATION MEETS HANERGY HOLDING
LIMITED.

Tonga Power constantly seeks out new opportunities to build the business. The Tonga Power delegation, led by
the Deputy Prime Minister the Hon. Samiu Vaipolu, meets with the Senior Vice President of Hanergy Limited in
China.

The Deputy Prime Minister, Hon. Samiu Vaipulu
successfully led the Tongan delegation to China in a
visit to meet with respective members of Hanergy
Holding Group Ltd in Beijing. Hanergy Holding Group
Ltd is a multinational clean-energy power generation
company, and is the world's largest thin-film solar
power company. Mr. Wang Yong, the Executive
President represented Hanergy at the meeting with
the Deputy Prime Minister of Tonga and his
delegation. The meeting was very successful in
sharing information that will be mutually beneficial to
both parties opening the way for Tonga Power Ltd
(TPL) to continue the dialogue directly with Hanergy in
developing projects in line with the 100% Renewable
Energy target by 2020.

Vaipulu, two from the new Ministry of Energy which
were Mr. ‘Inoke Finau Vala, Dr. Tevita Tukunga and
from Tonga Power Ltd were TPL Chairman – Mr. Carl
Sanft and TPL officers – Mr. Steven ‘Esau & Mr.
Nikolasi Fonua. This highly important meeting was
organized by the Asian Development Bank (ADB).

The forum explored the concept of the Tonga
Renewable Energy Target which the Deputy Prime
Minister, Hon. Vaipulu informed the participants that it
has now changed from 50% to 100% by 2020 which
was signified on the first day of the meeting. During
the course of the conversations, Hon. Samiu Vaipulu
continued to challenge the participants that it is time
to wake up and to realize the effect of climate change
and adverse natural disasters to some of our island
th
nations. Hon. Samiu Vaipulu confirmed that ADB has
7 Asian Solar Energy Forum Meeting
The Tongan delegation continued on from China to advised him that they will look at this very request and
South Korea to attend the 7th Asian Solar Energy possibly conduct a pilot study in one of the islands in
Forum meeting in Seoul. There were a delegation of Tonga whereby he indicated that we have agreed for
the trial to be carried out in the island of Vava’u.
six from Tonga including Deputy PM, Hon. Samiu
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DISTRIBUTION PROJECT

TONGA VILLAGE NETWORK UPGRADE PROJECT

The ground breaking ceremony for the
combined stages two and three of the Tonga
Village Network Upgrade Project was held at
Kanokupolu on the 27th of November 2013.
An investment of NZD$22.5 million across five
years, to 33 villages in Tongatapu is being
committed to the second and third stage of the
project. Additional to the network updrage and
free connections to new customers, 3000 new
prepay connections will be provided, while 13
Tonga Power staff will be trained and certified
to NZ ESITO standards. Reduced line losses
are expected to equate to 55,000 kWh per
annum, bringing further savings of 140,000
liters per year, translating to savings of
$240,000 per annum.
The Minister for Public Enterprises, Hon
Fe’aomoeata Vakata in his key note addresse
said “ The commitment to stage one, and
provision of over TOP$30 million in grant
funding for this project recognises that the
project is delivering on promises, and affirms
the commitment of the Government of New
Zealand to stand alongside and support the
people of Tonga”.
This key objective of the project is to provide an
environment for sustainable economic growth
by improving electrcity accessibility, reliability
and safety to the distribution network across
rural villages in Tongatapu.
The village upgrade project will reduce line
losses and deliver in excess of 200,000 litres of
diesel savings per year, while improving line
safety and efficiency to benefit some 7,600
electricity
consumers.
Prior
to
the
commencement of stage one, the line loss was
21% on average due to unbalanced loading,
improper
earthing,
improper
electrical
equipment, long single phase line, meter
temper and illegal connections.

VILLAGE PROJECT LINESMAN DURING
CONSTRUCTION, STAGE TWO.
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DIVIDEND

TPL PAYS GOVERNMENT TOP$389,369 FOR DIVIDEND

CARL SANFT, TPL CHAIRMAN PRESENTS THE FIRST DIVIDEND INSTALLMENT FOR 2013
TO THE HON. MINISTER FOR PUBLIC ENTERPRISES, HON. FE’AOMOEATA VAKATA.
At the Annual General Meeting held on 10th December 2013, Tonga Power’s directors and management
gave a review of the company’s strong performance and ongoing improvements in service levels. For year
ended 30 June 2013, Tonga Power’s profit after tax was at T$2.22 million from revenue of T$41.86 million
with total capital investment for the year at T$6.20 million.
The Board resolved to pay the shareholder a total of T$ 1 million in dividends for the 2012/13 financial
year. This is in line with the company’s policy. Payments will be made at the end of June 2014, as cash flow
permits. The chairman of the Board of Directors, Carl Sanft presented to the Minister for Public Enterprises
Hon. Fe’amoeata Vakata a cheque in total of T$389,369 as a first payment of the declared dividend.
The honourable minister on behalf of the shareholder, the Government of Tonga was grateful for the
dividend paid by Tonga Power Ltd despite the tariff freeze imposed by Government earlier in the year, which
saw Tonga Power suffer from large diesel cost increases, undertake significant levels of short term savings,
and increase borrowings to help cover some of the company’s operating costs.
At the meeting, the Honourable Minister conveyed to the chairman and the board of directors, Tonga
Power’s CEO, John van Brink and management his appreciation for all the hard work they have performed
over the year.
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HA’APAI RECONSTRUCTION PROJECT

HA’APAI ELECTRICITY NETWORK REBUILD

On January 2014, Tropical Cyclone Ian hit the northern
islands of Ha’apai island group and left the island with
significant damage to the electricity network. Over 90% of
all power lines were destroyed following the devastating
storm, cutting electricity supply to more than 900 damaged
homes. In an effort to help Ha’apai, the New Zealand Aid
Programme provided NZD$1.7 million toward the rebuild
of the power distribution network.
The Tonga Village Network Upgrade Project was put on
hold, and resources including staff and trucks were send
to Ha’apai where the supply of safe and reliable electricity
to the hospital, communications companies, churches,
households and businesses was a priority. The difficulty
to transport materials to some inaccessible areas delayed
the restoration of power carried to homes and businesses
with some severely damaged or destroyed during the
cyclone.
About 95% of Low Voltage and High Voltage lines suffered
damages due to the cyclone, 40% of the HV poles and
70% of the LV poles were either snapped or pulled to the
ground, 65% of transformers were damaged and 90% of
all service lines to people’s properties suffered extensive
damage.
The restoration team consisted of 38 staff members,
completed the works under the Ha’apai restoration plan in
just under two months. A total of 732 homes and business
are now connected to the distribution network. Over 100
High Voltage poles and 15km of line, 200 Low Voltage
poles and 30 km of power lines have been installed.
With funding from the Government of New Zealand, a
total of NZD$300K was allocated for the recruitment of six
linesmen from Northpower to assist with the Ha’apai
electricity network rebuild which was completed within
three weeks ahead of schedule and to New Zealand
standards.

PHOTOS OF THE DAMAGE CAUSED BY
CYCLONE IAN.
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GENERATION PROJECT

JAPANESE GOVERNMENT FUNDS $14.7 USD FOR THE
CONSTRUCTION OF THE VAINI SOLAR FARM

The Prime Minister of Tonga, Lord Tu’ivakano,
marked the beginning of construction on the
1-megawatt photovoltaic Vaini Solar Facility in a
ground breaking ceremony at the project site on
Friday, 31st July 2014.
The Japanese Government through the Japanese
International Cooperation Association (JICA)
provided a full grant funding of $14.7 USD million
for the Vaini solar project in Tongatapu.
This is the third solar farm to be built in Tonga and
the first of its kind to introduce a micro grid system
that has been provided by the Government of
Japan to ensure that the facility works alongside
the Maama Mai solar facility and with future
renewable generation projects in Tonga.
The project will provide a 1 MW solar plant similar
in size to the Maama Mai solar farm funded by the
Government of New Zealand, two buildings to
house electrical equipment and the micro grid
control system.
Once completed this solar project is expected to
displace 400,000 litres of diesel fuel per annum,
reducing 3% of Tonga Power’s total electricity
demand.
The construction of this solar facility is currently
underway at Vaini, 1km from the Eastern shore of
Tongatapu and construction is expected to be
completed in March 2015.
The ground breaking ceremony for the Vaini solar
facility was attended by the Prime Minister of
Tonga, Lord Tu’ivakano, Japan’s High
Commissioner to Tonga, HE Dr Kazuchika
Hamuro and guests.

PHOTOS FROM THE VAINI SOLAR FARM
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GENERATION PROJECT

NEW GENERATOR SET FOR THE POPUA POWER
STATION

A new 2.8 megawatt generator was installed at the Popua
Power Station on May 2014 at a total cost of $10 million
TOP funded by Tonga Power Ltd. This project will help
reduce Tonga Power’s operational costs and diesel use for
electricity generation by almost 350,000 litres for the
distribution of power supply in Tongatapu.
History behind the project
When Tonga Power took over the power utility from
Shoreline in 2008 it was clear that the maintenance cost for
the old generators was becoming more significant. After
identifying this issue, a ten year strategic plan was then put
together which looked into renewing the older generators
that Shoreline bought back in 1998 with newer and more
efficient engines.
Benefits
Compared to the old generators, the new MaK runs in a
more efficient manner which helps lower the parasitic loss
recorded at the power station.This project has the potential
to lower Tongatapu’s system loss by up to 0.5% or
260, 000 kWh. This is energy that Tonga Power does not
have to generate which will save a further 65, 000 litres of
diesel fuel. This replacement engine has the capability to
reduce TPL’s fuel consumption by up to 2.7% or 350, 000
liters of diesel fuel.
Reliability
Diesel generators remains the foundation for power
generation for the foreseeable future as power is
guaranteed to be available anytime of the day unlike solar
where it relies on the energy of the sun to generate
electricity. Reliability of supply must be maintained and
power must be consistent as modern economies demand
power to be on at all times.
The new generator is expected to last for over 30 years
which will be operated and maintained by our TPL staff that
have had eight years of experience with similar engines.
Power Outage
The power supply throughout Tongatapu was switched off
on Tuesday, 18th and Wednesday, 19th March 2014 for up
to eight hours to install the high voltage switchboard for the
new 2.8 MW generator. This was to eliminate the danger of
electrocution while connecting the switchboard.

THE NEW MAK GENERATOR AT THE
POPUA POWER STATION
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DIESEL SAVINGS

SUMMARY OF POWER GENERATION IN TONGA

POWER GENERATION
Much of Tonga’s energy requirements is generated from burning of diesel fuel. This will ease back over the
years through the introduction of more large-scale renewable energy projects.
The pie chart provides an overview of the impact Maama Mai has made on Tonga Power’s generation profile,
set alongside other initiatives in place using the figures from 01 January 2014 to 31 June 2014.
Diesel: Consists of all Tonga Power’s diesel power stations
Maama Mai: The 1 MW solar facility located at Popua Power Station
La’a Lahi: A 420kW solar farm installed and operating in Vava’u, funded by UAE
Third Solar Party: Include all third party solar in Tongatapu
TPL Micro-solar: Include all TPL small grid system maintained by Tonga Power in Tongatapu
TPL Micro-Wind: Consist of the Nakolo wind turbine (11 kW)
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CUSTOMER SERVICE

TONGA POWER LAUNCHED ONLINE POWER BILL
PAYMENT

For convenience of consumers, Tonga Power launched the new online bill payment system in addition to its
current power bill payment methods on the 10th of June 2014. The launch of the online power bill payment
service will significantly improve services to customers across Tongatapu. The new service is more
convenient and improves customer relations by offering more payment choices to customers.
Besides the existing cash and cheque payment facilities, the introduction of the new system means
electricity consumers in Tongatapu can pay their power bills either with credit cards or through internet
payments with Westpac Bank of Tonga or ANZ Bank.
This is a new milestone for Tonga Power in terms of facilitating power bill payments of customers with
relatives abroad.
Customers can now share their power accounts with your relatives overseas whether they are residing in
New Zealand, Australia, USA or Japan. Tonga Power continues to drive for better service deliveries at all
fronts.
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Financial Performance

RESULTS PRESENTATION for the year ended June 2014
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TONGA POWER LIMITED AND SUBSIDIARY COMPANY
DIRECTORS’ REPORT

1

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 2014 and the auditor’s report
thereon.
1 DIRECTORS
The following were directors of the Company at any time during the financial year and up to the date of this report:

Mr. Carl Sanft
Mr. Richard Guttenbeil
Mr. Siaosi Koloamatangi
Mr. Sitiveni Finau
Mr. Sione Folau Lokotui
Mr. Peter McGill
Mr Ringo Fa'oliu

Appointed
23.09.2011 (Chairperson)
04.02.2009
13.06.2011
Appointed 23.09.2011 and deceased on 16.12.2013
28.10.2011
25.01.2012
07.07.2014

2 PRINCIPAL ACTIVITY
The principal activity of the Group is to generate and supply electricity to the people of Tonga and the sale of LPG gas.
The Company also undertakes certain electrical contracting work for private customer service lines.
3 TRADING RESULTS
The profit after income tax of the Group for the financial year was $2,655,573 (2013: $2,392,954).
The profit after income tax of the Company for the financial year was $2,635,372 (2013: $2,224,967).
4 PROVISIONS
There were no material movements in provisions, other than provision for taxes, where applicable.
5 DIVIDENDS
The directors of the Company declared dividends of $1,580,933 for the year ended 30 June 2014 (2013: $778,737). This
is consistent with the Group's long term value objective under its dividend policy to distribute funds to its shareholder.
6 CURRENT ASSETS
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.
7 TRANSFERS TO/FROM RESERVES
The directors recommend that no amounts be transferred to reserves in respect of the year ended 30 June 2014. (2013:
$Nil)
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TONGA POWER LIMITED AND SUBSIDIARY COMPANY
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2014

5

Consolidated
2014
$

Notes
Revenue
Cost of sales

5
9(a)

Gross profit
Selling and distribution expenses
Administrative and other expenses
Other income

9(b)
9(c)
6

Results from operating activities
Net finance costs

7

Decommissioned cost of distribution network
assets

45,978,110
(32,384,338)

41,782,742
(30,482,683)

14,190,212

11,481,449

13,593,772

11,300,059

(4,488,840)
(6,350,049)
2,334,771

(2,439,632)
(5,634,858)
273,277

(4,441,571)
(5,820,504)
2,326,020

(2,439,243)
(5,413,895)
75,070

5,686,094

3,680,236

5,657,717

3,521,991

(582,635)

(583,332)

2,938,659

(1,478,671)

3,097,601

(885,191)

Profit for the year

4,992,500

-

3,540,764
10(a)

(665,217)

3,097,601

(1,478,671)

Profit before income tax
Income tax expense

43,712,981
(32,231,532)

5,019,435

9(d)

2013
$

52,013,426
(37,823,214)

(666,659)

Profit before decommissioning cost of
distribution network assets

Company
2014
$

2013
$

3,513,829

(704,647)

(878,457)

2,938,659
(713,692)

2,655,573

2,392,954

2,635,372

2,224,967

5,300,109

-

5,300,109

-

5,300,109

-

5,300,109

-

7,935,481

$ 2,224,967

Other comprehensive income
Revaluation of land and buildings and net of
impairment Network distribution assets and net
of tax
Other comprehensive income for the year,
net of tax
Total comprehensive income for the year

23

$

7,955,682

$

2,392,954

$

The above statements of comprehensive income should be read in conjunction with the accompanying notes.
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TONGA POWER LIMITED AND SUBSIDIARY COMPANY
STATEMENTS OF CHANGE IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2014
Share Capital

$
CONSOLIDATED
Balance at 1 July 2012

$ 33,783,595

Total Comprehensive income for the year
Profit for the year
Other comprehensive income for the year, net of tax
Total Comprehensive income

-

Transaction with owners
Dividend declared during the year
Total transaction with owners

-

7

Asset
Revaluation
Reserve
$
$

8,317,362

$

(502,158)
(502,158)
-

Retained
earnings

Total Equity

$

$

5,742,626

$ 47,843,583

2,392,954
502,158
2,895,112

2,392,954
2,392,954

(778,737)
(778,737)

(778,737)
(778,737)

Balance at 30 June 2013

$ 33,783,595

$

7,815,204

$

7,859,001

$ 49,457,800

Balance at 1 July 2013

$ 33,783,595

$

7,815,204

$

7,859,001

$ 49,457,800

2,655,573
549,513
3,205,086

2,655,573
5,300,109
7,955,682

(1,580,933)
(1,580,933)

(1,580,933)
(1,580,933)

Total Comprehensive income for the year
Profit for the year
Other comprehensive income for the year, net of tax
Total Comprehensive income

-

4,750,596
4,750,596

Transaction with owners
Dividend declared during the year
Total transaction with owners

-

-

Balance at 30 June 2014

$ 33,783,595

$ 12,565,800

$

9,483,154

$ 55,832,549

COMPANY
Balance at 1 July 2012

$ 33,783,595

$

$

5,742,626

$ 47,843,583

2,224,967
502,158
2,727,125

2,224,967
2,224,967

Total Comprehensive income for the year
Profit for the year
Other comprehensive income for the year, net of tax
Total Comprehensive income

-

Transaction with owners
Dividend declared during the year
Total transaction with owners

-

8,317,362
(502,158)
(502,158)
-

(778,737)
(778,737)

(778,737)
(778,737)

Balance at 30 June 2013

$ 33,783,595

$

7,815,204

$

7,691,014

$ 49,289,813

Balance at 1 July 2013

$ 33,783,595

$

7,815,204

$

7,691,014

$ 49,289,813

2,635,372
549,513
3,184,885

2,635,372
5,300,109
7,935,481

(1,580,933)
(1,580,933)

(1,580,933)
(1,580,933)

Total Comprehensive income for the year
Profit for the year
Other comprehensive income for the year, net of tax
Total Comprehensive income

-

4,750,596
4,750,596

Transaction with owners
Dividend declared during the year
Total transaction with owners

-

-

$ 33,783,595

$ 12,565,800

Balance at 30 June 2014

$

9,294,966

$ 55,644,361

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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TONGA POWER LIMITED AND SUBSIDIARY COMPANY
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2014

Note
Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees
Income tax paid
Interest paid

8

Consolidated
2014
$

Company
2014
$

2013
$

2013
$

53,000,111
(43,388,544)
(866,833)

43,453,067
(36,694,056)
(419,980)
(667,245)

46,857,205
(39,283,693)
(866,833)

40,087,542
(33,334,423)
(419,980)
(667,245)

8,744,734

5,671,786

6,706,679

5,665,894

Cash flows from investing activities
Investment in term deposits
Donor Funds Received
Proceeds from sale of plant equipment
Interest received
Acquisition of subsidiary
Loan to subsidiary
Acquisition of property, plant and equipment

(1,027,995)
2,523,753
26,455
35,983
(12,174,336)

(29,918)
32,885
29,918
(412,982)
(5,629,683)

(1,027,995)
2,523,753
9,855
35,983
(10,405,538)

(29,918)
32,885
29,918
(512,531)
(69,957)
(5,629,683)

Net cash used in investing activities

(10,616,140)

(6,009,780)

(8,863,942)

(6,179,286)

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings
Dividends paid

6,405,614
(1,278,784)
(1,360,027)

4,277,968
(762,802)
(866,363)

6,405,614
(1,278,784)
(1,360,027)

4,277,968
(762,802)
(866,363)

Net cash from/(used) in financing activities

3,766,803

2,648,803

3,766,803

2,648,803

Net decrease in cash and cash equivalents

1,895,397

2,310,809

1,609,540

2,135,411

Cash and cash equivalents at beginning of year

1,904,855

Net cash from operating activities

Cash and cash equivalents at end of year

11

3,800,252

(405,954)
1,904,855

1,729,457
3,338,997

(405,954)
1,729,457

The above statement of cash flows should be read in conjunction with the accompanying notes.
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TONGA POWER LIMITED AND SUBSIDIARY COMPANY
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

10

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(b) Basis of consolidation (continued)
Subsidiaries
A subsidiary is an entity over which the Company has power to govern the financial and operating policies, generally
comprising a shareholding of more than one half of the voting power. Subsidiaries are consolidated from the date on
which control is transferred to the Company and cease to be consolidated from the date that control ceases.
Intra-group balances and transactions, and any unrealised gains and losses arising from intra-group transactions, are
eliminated in preparing the consolidated financial statements. 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.
(c) Segment information
A business segment is a group of assets and operations engaged in providing products or services that are subject
to risks and returns that are different from those of other business segments. A geographical segment is engaged in
providing products or services within a particular economic environment that is subject to risks and returns that are
different from those of segments operating in other economic environments.
Segment results that are reported to the CEO include items directly attributable to a segment as well as those that
can be allocated on a reasonable basis. Unallocated items comprise mainly corporate assets, administrative
expenses and tax assets and liabilities. In addition, the Group operates only in Tonga, being one geographical
segment.
(d) Foreign currency translation
(i) Functional and presentation currency
Items included in the financial statements are measured using the currency of the primary economic environment in
which the entity operates (‘the functional currency’). The financial statements are presented in Tongan Pa’anga and
denoted “$”, which is the Group's functional and presentation currency, rounded off to the nearest Tongan Pa'anga.

(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
date of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss.
(e) Intangible assets
Intangible asset relates to the cost of the computer software in respect of the billing system. Acquired intangible
assets are initially recorded at their cost at the date of acquisition being the fair value of the consideration provided
plus incidental costs directly attributable to the acquisition. Costs associated with maintaining computer software
programmes are recognised as an expense as incurred. Development costs directly attributable to the design and
testing of software are recognised as intangible asset.
All acquired Intangible assets have finite useful lives are measured at cost less accumulated amortisation and
accumulated impairment losses. Intangible assets is amortised over its estimated useful life of 10 years.

Page 33 of 53

TONGA POWER LIMITED AND SUBSIDIARY COMPANY
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

11

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(f) Property, plant and equipment
In accordance with IAS 16, the Group records all plant and equipment at depreciated historical costs except for
distribution network equipment which are measured using the depreciated replacement cost method. Any
accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset, and
the net amount is restated to the revalued amount of the asset. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to profit or loss during the financial period in which they are incurred.
Increases in the carrying amount arising on revaluation of land and buildings 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’.
Land is not depreciated. Depreciation on other assets is calculated using the straight line basis so as to allocate their
cost or revalued amounts, net of their residual values, over their estimated useful lives.

The principal annual rates in use are:
Class
Generation Equipment
Distribution Network Equipment
Computers & Equipment
Furniture & Fixtures
Tools & Equipment
Motor vehicles
Land & Building
Other Auxiliary Equipment

Depreciation rate
3.33% to 33.33%
1.82% to 100%
11.55% to 29.97%
10.25% to 25.31%
10.03% to 25.31%
20% to 33.33%
3.33%
10%

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (Note 2(i)).
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.
(g) Financial assets
Financials assets are classified in the following categories: at fair value through profit or loss, available-for-sale, heldto-maturity and loans and receivables. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.
(i) Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified
in this category if acquired principally for the purpose of selling in the short-term. Derivatives are also categorised as
held for trading unless they are designated as hedges. Assets in this category are classified as current assets if
expected to be settled within 12 months; otherwise, they are classified as non-current.
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TONGA POWER LIMITED AND SUBSIDIARY COMPANY
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

12

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(g) Financial assets (continued)
(ii) Available for sale financial assets
Available for sale financial assets are non-derivatives that are either designated in this category or not classified in
any of the other categories. They are included in non-current assets unless management intends to dispose of the
investment within 12 months of the reporting date.
(iii) Held-to-maturity financial assets
Held to maturity investments are non-derivative financial assets with fixed and determinable payments and maturities
for which the Group has the intention and ability to hold to maturity.
(iv) Loans and Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. They are included in current assets, except for maturities greater than 12 months after the
reporting date. These are classified as non-current assets. Loans and receivables comprise ‘trade and other
receivables’ and ‘cash and cash equivalents’ in the statement of financial position.
The Company and the Group does not engage in regular purchase and sale of financial assets.
Financial assets are derecognised when the rights to receive cash flows have expired or have been transferred and
the company has transferred substantially all risks and rewards of ownership.
The fair value of financial assets traded in active markets is based on quoted market prices at the reporting date. The
quoted market price used for financial assets held by the Company and the Group is the current bid price. The fair
value of financial assets that are not traded in active markets is determined using valuation techniques.
(h) Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the statement of financial position when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis
or realise the asset and settle the liability simultaneously.
(i) Impairment of assets
i. Impairment of financial assets
The Company and 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.
For receivables category, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows (excluding future credit losses that have been incurred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced and the
amount of the loss is recognised in profit or loss.
ii. Impairment of non-financial assets
Assets that have an indefinite useful life, are not subject to amortisation and are tested annually for impairment and
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. 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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13

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(j) Derivative financial instruments and hedging activities
Derivatives are initially recognised at fair value on the date derivative contracts are entered into and are subsequently
remeasured at their fair value. The method of recognising the resulting gain or loss depends on whether the
derivatives are designated as a hedging instrument, and if so, the nature of the item being hedged.
The fair values of various derivative instruments are disclosed in note 21. Trading derivatives are classified as
current asset or liability.
As at reporting date, the Group did not have any derivative financial instrument which qualifies for hedge accounting.
(k) Leases
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.
(l) Trade receivables
Trade receivables are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost. A provision for impairment of receivables is established when there is objective evidence that the
Group will not be able to collect all amounts due according to the original terms of the receivables. Significant
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and
default or delinquency in payments are considered indicators that the trade receivable is impaired. The carrying
amount of the asset is reduced through the use of a provision account, and the amount of the loss is recognised in
profit or loss within other operating expenses.
When a trade receivable is considered to be uncollectible, it is written off against the provision account for trade
receivables. Subsequent recoveries of amounts previously written off are credited to other operating income in profit
and loss. Bad debts are written off during the period in which they are identified.
(m) Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average
method for fuel and First-in First-out (FIFO) for spare parts. Inventory cost includes expenditure incurred in acquiring
the stock and bringing to its existing condition and location.
Net realisable value is the estimated selling price in the ordinary course of business, less applicable variable selling
expenses.
(n) Cash and cash equivalents
Cash and cash equivalents comprises cash on hand and cash at bank. Bank overdrafts that are repayable on
demand and form an integral part of the Company and the Group's cash management are included as a component
of cash and cash equivalents for the purpose of the statement of cash flows.
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14

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(o) Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and
share options are recognised as a deduction from equity, net of any tax effects. Ordinary shares are classified as
equity and carried in the Company and the Group’s financial statements at par value.
(p) Trade and other payables
These amounts represent liabilities for goods and services provided to the Company and the Group prior to the end
of the financial period which are unpaid. The amounts are unsecured and are usually paid within 30 days of
recognition.
(q) Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is
recognised in the statement of comprehensive income over the period of the borrowings using the effective interest
method.
Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting date.
(r) Income tax
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 items recognised directly in equity, in which case it is recognised in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
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: 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, and differences relating to investments in
subsidiaries and jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable
future. In addition, deferred tax is not recognised for taxable temporary differences arising on the initial recognition of
goodwill. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets, and they relate to income taxes levied by the same tax authority 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.
A deferred tax asset is recognised for unused tax losses, 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.
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15

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(s) Employee emoluments and benefits
(i) Wages, salaries and annual leave
Liabilities for wages and salaries, including annual leave expected to be settled within 12 months of the reporting date
are recognised in other payables in respect of employees' services up to the reporting date and are measured at the
amounts expected to be paid when the liabilities are settled.
(ii) Superannuation
Contributions are paid to the Company's Retirement Fund Scheme on behalf of employees to secure retirement
benefits. Costs are included in profit or loss.
(ii) Bonus plans
The Company and the Group pays bonuses to employees based on performance of the Company and the Group
and achievement of individual objectives by the employees as per employment contracts. A provision is recognised
when there is contractually obligation or where there is a past practice that has created a constructive obligation for
bonuses to be paid.
(t) Provisions
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.
(u) Dividends
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.
(v) Finance income and finance costs
Finance income comprises interest income on short - term bank deposits and changes in the fair value of financial
assets at fair value through profit or loss. Interest income is recognised as it accrues in profit or loss, using the
effective interest method.
Finance costs comprise interest expense on borrowings and changes in the fair value of financial liabilities at fair
value through profit or loss. Borrowing costs that are not directly attributable to the acquisition, construction or
production of a qualifying asset are recognised in profit or loss using the effective interest method.
Foreign currency gains and losses are reported on a net basis.
(w) Revenue recognition
Revenue comprises the fair value of the services rendered. The Group recognises revenue when the amount of
revenue can be reliably measured, it is probable that future economic benefits will flow to the entity and when specific
criteria have been met for each of the Group’s activities as described below. The amount of revenue is not
considered to be reliably measurable until all contingencies relating to the sale have been resolved. Revenue is
shown net of consumption tax.
(i) Electricity Income
Revenue from the supply of electricity is recognised on an accrual basis.
(iii) Sale of goods and provision of services
Revenue in respect of sale of goods is recognised when the goods have been delivered to a customer or the
services have been rendered.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(x) Accounting estimates and assumptions
The preparation of the financial statements in conformity with IFRSs requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised and in any future periods affected.
In particular significant areas of estimation uncertainty and critical judgments relate to impairment provisions for trade
receivables, inventories and property, plant and equipment.
(y) Comparative figures
Where necessary comparative figures have been adjusted to conform to changes in the current year presentation.
3 FINANCIAL RISK MANAGEMENT
The Company and Group’s activities expose them to a variety of financial risks: market risk (including currency risk,
interest rate risk and equity price risk), credit risk and liquidity risk. The Group’s overall risk management program
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on financial
performance.
Risk management is carried out by finance executives and management of controlled entities of the Group.
Management and finance executives identify and evaluate financial risks in close co-operation with the Group’s
operating units. The Board provides direction for overall risk management covering specific areas, such as mitigating
foreign exchange, interest rate, and credit risks, and investment of excess liquidity.
(a) Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices
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.
(i) Foreign exchange
Foreign exchange risk arises from recognised assets and liabilities that are denominated in a currency that is not the
entity’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 2013, 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.
Page 39 of 53

TONGA POWER LIMITED AND SUBSIDIARY COMPANY
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

17

3 FINANCIAL RISK MANAGEMENT
(a) Market risk (continued)
(ii) Political climate
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.
(iii) Cash flow interest rate risk
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.
The Group's interest bearing borrowings are in the form of bank overdraft and a long-term borrowing. The interest
bearing borrowing is at a fixed interest rate and fluctuations in the overdraft interest rate are not large.
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.
Consolidated
2014
$

Company
2014
$

2013
$

2013
$

Borrowing

$ 16,692,960

$ 10,685,040

$ 16,692,960

$ 10,685,040

Sensitivity analysis
The approximate impact of a 1% change in the
interest rate is:

$

$

$

$

166,930

106,850

166,930

106,850

(b) Credit risk
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 receivables from customers, cash and call deposits.
The Group has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit risk
on financial assets is minimised by dealing with recognised monetary institutions with accepted credit ratings.
The Group has no significant concentrations of credit risk. The Group has policies in place to ensure that sales of
products and services are made to customers with an appropriate credit history. The Group does not have any
policies that limit the amount of credit exposure to any one customer or group of customers.
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit
risk at the reporting date was:
Consolidated
Company
2014
2013
2014
2013
$
$
$
$
Cash at bank
Trade receivables
Other receivables excluding prepayments

3,800,252
1,474,546
2,997,880

1,904,855
1,880,071
3,212,954

3,338,997
1,315,491
2,963,002

1,729,457
1,666,543
3,177,028

8,272,678

6,997,880

7,617,490

6,573,028
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3 FINANCIAL RISK MANAGEMENT - continued
(b) Credit risk (continued)
The table below summarises the ageing of trade receivables of the Company and the Group as at 30 June and are
stated gross of any impairment provision.
Consolidated
2014
2013
$
$
1,351,944
538,118
64,677
253,512
17,355
171,500
40,570
916,941

0 - 30 days
31 - 60 days
61 - 90 days
Over 90 days
$

1,474,546

$

1,880,071

Company
2014
$
1,206,112
57,702
15,483
36,194
$

1,315,491

$

2013
$
398,441
180,982
171,440
915,680
1,666,543

(c) Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding through an
adequate amount of committed credit facilities. The Group manages liquidity risk by maintaining sufficient bank
balances to fund its operations and the availability of funding through committed credit facilities.
All of the Group’s and Company’s financial liabilities, that is, trade and other payables, are expected to be settled
within the next year. Refer to note 20 for the maturity analysis of Company and the Group's borrowings as at balance
date.
(d) Capital risk management
The Group’s objectives when obtaining and managing capital are to safeguard the Group’s ability to continue as a
going concern and provide shareholders with a consistent level of returns.
The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total
capital. Net debt is calculated as total borrowings (including ‘current and non-current borrowings’ as shown in the
statement of financial position) less cash and cash equivalents. Total capital is calculated as ‘equity’ as shown in the
statement of financial position plus net debt.
The gearing ratio of the Company and the Group as at 30 June 2014 is as follows:

Total borrowings (note 20)
Less: cash and cash equivalents (note 12)
Net debt
Total equity

Consolidated
2014
2013
$
$
16,692,960
10,685,040
(3,800,252)
(1,904,855)
12,892,708
8,780,185
55,832,549
49,457,800

Company
2014
2013
$
$
16,692,960
10,685,040
(3,338,997)
(1,729,457)
13,353,963
8,955,583
55,644,361
49,289,813

Total capital

68,725,257

68,998,324

Gearing Ratio

18.76%

58,237,985
15.08%

58,245,396

19.35%
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Subsidiary
In 1 March 2013, the Group acquired 100% shares in Homegas Limited, the distributor of LPG in Tonga.
Identifiable assets and liabilities assumed as at acquisition date.
Note
Cash and cash equivalent
Trade and other receivables
Inventories
Property, plant and equipment
16
Deferred tax assets
Trade and other payables
Employee entitlements
Current tax liability

99,549
234,503
86,318
979,634
34,370
(717,854)
(23,884)
15,014
$

707,650

If new information obtained within one year from acquisition date about the facts and circumstances that existed at
acquisition date identifies adjustments to the above amounts, or any additional provisions that existed at acquisition
date, then acquisition accounting will be revisited. No adjustments were made to the above balances within on year of
the acquisition date.
Bargain purchase gain
Bargain purchase gain was recognised as a result of acquisition
Total consideration paid
Fair value of identifiable assets

512,531
(707,650)
$

(195,119)

Acquisition related costs
The Company incurred acquisition related costs of $22,062 related to external legal fees and due diligence fees. These
costs have been included in Administrative expenses in the consolidated statement of comprehensive income
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Consolidated
2014
$
5

24,262,107
19,907,530
6,038,789
50,208,426

20,890,191
19,622,226
1,930,998
42,443,415

24,265,580
19,907,530
44,173,110

20,890,950
19,622,226
40,513,176

308,002
431,822
1,065,176
1,805,000

329,818
431,281
508,467
1,269,566

308,002
431,822
1,065,176
1,805,000

329,818
431,281
508,467
1,269,566

$ 52,013,426

$ 43,712,981

$ 45,978,110

$ 41,782,742

2,041,089
106,524
15,102
172,056

8,025
3,463
195,119
66,670

2,041,089
106,524
178,407

8,025
3,463
63,582

Non -regulated Revenue
Fees
Customer reconnections/disconnections
Upgrade and repairs

OTHER INCOME
Release of deferred income
Effectiveness of derivative financial instruments
Gain on sale of property, plant and equipment
Bargain purchase gain
Sundry income
$

7

2,334,771

$

273,277

$

2,326,020

$

75,070

NET FINANCE COSTS
Interest income
Net foreign exchange gain
Total finance income
Interest expense - borrowing fees and charges
Total finance cost
Net finance costs

8

2013
$

REVENUE
Regulated Revenue
Fuel
Non-fuel
Gas

6

Company
2014
$

2013
$

$

36,092
165,633
201,725

30,743
64,934
95,677

35,983
165,633
201,616

30,686
64,934
95,620

(868,384)
(868,384)

(678,312)
(678,312)

(866,833)
(866,833)

(678,952)
(678,952)

(666,659)

$

(582,635)

$

(665,217)

$

(583,332)

PERSONNEL EXPENSES
Key management personnel (note 26(d))
Staff salaries
Superannuation

1,793,839
2,739,673
137,412
$

4,670,924

1,676,147
2,402,417
116,607
$

4,195,171

1,793,839
2,455,855
129,996
$

4,379,690

1,676,148
2,305,700
116,607
$

4,098,455
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2014
$
9 PROFIT BEFORE INCOME TAX
Profit before income tax has been
determined after charging as expenses:

$

(a) Cost of sales
Fuel cost
Gas cost
Salaries & wages
Superannuation contribution
Third party costs
Maintenance costs
Supplies & consumables
Rent/ lease expenses
Other repairs
Vehicles expenses
Depreciation of generation equipment
Other expenses

3,540,764

$

21

Company
2014
$

2013
$

3,097,601

$

3,513,829

$

2013
$

2,938,659

23,583,014
5,438,876
2,731,465
97,828
776,563
2,441,163
215,134
239,342
73,728
49,063
1,263,631
913,407

22,132,947
1,763,919
2,840,125
92,487
681,155
1,504,963
122,620
205,349
66,330
217,289
1,724,527
879,821

23,583,014
2,731,465
97,828
776,563
2,441,163
215,134
239,342
73,728
49,063
1,263,631
913,407

22,132,947
2,840,125
92,487
681,155
1,504,963
122,620
205,349
66,330
217,289
1,724,527
894,891

$ 37,823,214

$ 32,231,532

$ 32,384,338

$ 30,482,683

121,263
1,551,794
2,815,783

62,186
2,377,446

73,994
1,551,794
2,815,783

61,797
2,377,446

(b) Selling and distribution expenses
Media announcements
Repairs and maintenance
Depreciation of the distribution network
$
(c) Administrative and other expenses
Auditor's remuneration - audit services
Bad and doubtful debts expense
Bank charges
Depreciation of property, plant & equipment
Amortisation expense of intangible
Electricity Commission fees
Ineffectiveness of derivative financial
instruments
Insurance
Directors' emoluments
Legal and professional fees
Recruitment costs
Repairs and maintenance
Salaries and wages
Superannuation contribution
Other expenses

4,488,840

$

2,439,632

$

4,441,571

$

2,439,243

54,060
58,673
85,598
1,091,428
108,797
517,536

45,900
33,553
118,433
752,337
108,797
553,952

39,560
30,030
85,598
1,020,998
108,797
517,536

34,400
12,860
117,593
732,528
108,797
553,952

678,214
157,011
806,945
68,591
44,172
1,802,047
39,584
837,393

245,562
683,743
138,323
780,270
80,952
32,671
1,238,439
24,120
797,806

658,217
134,046
768,270
56,636
32,217
1,518,229
32,168
818,202

245,562
680,582
130,000
780,270
80,952
17,128
1,141,723
24,120
753,428

$

6,350,049

$

$

1,478,671

$

5,634,858

$

5,820,504

$

$

1,478,671

$

5,413,895

(d) Decommissioned cost of distribution
network assets
Non cash decommissioning cost of
distribution network assets following
completion of stage 1 of the Village Network
Upgrade Program donated by the New
Zealand government.

-

-
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Consolidated
2014
$

Company
2014
$

2013
$

2013
$

10 INCOME TAX
(a) Income tax expense
Current tax expense
Deferred tax expense
(Over)/under provision in prior years
Income tax expense

(55,624)
940,815
$

Reconciliation of income tax
Net profit before income tax
Prima facie income tax expense on operating
profit at 25% (2013: 25%)
Bargain on acquisition
Over/(under) provision in prior years
Income tax (benefit)/ expense

(c) Deferred tax liability
Employee benefits
Trade receivables
Unrealised exchange losses
Property, plant and equipment
Asset revaluation reserve
Intangible assets

$

3,540,764

$

$

885,191

704,647

(53,753)
932,210
$

3,097,601

885,191
-

(b) Current tax asset
Balance at the beginning of the year
Liability assumed through business combination
(note 4)
Income tax paid
Income tax (benefit)/expense
Over/(under) provision in prior years
Balance at the end of the year

885,191

(135,495)
861,115
(20,973)

704,647

$

3,513,829

774,400
(48,780)
(20,973)
$

878,457

(121,708)
856,373
(20,973)

2,938,659

878,457
$

878,457

713,692

734,665
(20,973)
$

713,692

(150,509)

440,951

(121,708)

440,951

(55,624)
-

(15,014)
(419,978)
(135,495)
(20,973)

(53,753)
-

(419,978)
(121,708)
(20,973)

(206,133)

56,635
23,221
11,155
(6,234,830)
(422,885)
(46,351)
$ (6,613,056)

$

(150,509)

52,308
32,472
40,774
(5,343,072)
(31,838)
$ (5,249,356)

$

(175,461)

52,699
6,135
11,155
(6,234,830)
(422,885)
(46,351)
$ (6,634,077)

$

(121,708)

46,693
8,461
40,774
(5,343,072)
(31,838)
$ (5,278,982)

11 CASH AND CASH EQUIVALENTS
Cash at bank
Cash on hand
$

3,792,452
7,800
3,800,252

$

1,898,155
6,700
1,904,855

$

3,333,597
5,400
3,338,997

$

1,724,057
5,400
1,729,457

Financing facilities available to the Group at the end of the financial period consists of an overdraft facility of $3 million
at an interest rate of 9.50% per annum.
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Consolidated
2014
$

Company
2014
$

2013
$

2013
$

12 TRADE AND OTHER RECEIVABLES
Trade receivables
Impairment
Net trade receivables
Prepayments
Accrued income
Other assets

1,590,117
(115,571)
1,474,546
1,232,706
2,665,501
332,379
$

5,705,132

2,009,957
(129,886)
1,880,071
1,243,296
2,622,778
590,175
$

Movement in the provision for impairment of receivables were as follows:
Opening balance
129,886
Liability assumed through business combination
Increase in provisions
Provision write backs
Closing balance

22,398
(36,713)
$

115,571

$

6,336,320

1,340,032
(24,541)
1,315,491
1,223,006
2,665,501
297,501
$

5,501,499

1,700,386
(33,843)
1,666,543
1,232,979
2,622,778
554,250
$

6,076,550

257,191

33,843

257,191

184,063
3,141
(314,509)

(9,302)

3,141
(226,489)

129,886

$

24,541

$

33,843

13 INVENTORIES
Fuel
Spares
Gas and gas related products

529,442
857,000
68,390
$

1,454,832

471,379
620,484
66,866
$

1,158,729

529,442
857,000
$

1,386,442

471,379
620,484
$

1,091,863

14 HELD-TO-MATURITY FINANCIAL ASSETS
ANZ Banking Corporation
Government bonds

1,557,913
500,000
$ 2,057,913

1,029,918
$ 1,029,918

1,557,913
500,000
$ 2,057,913

1,029,918
$ 1,029,918

At reporting date, the Company held a term deposit with the ANZ Bank $1,557,913 (2013: $1,029,918) which attracted
an interest rate of 3.0% per annum (2013: 3.0% per annum). During the year, the Company invested $500,000 in
Government Bonds which attracted an interest rate of 3.5% per annum.
15 INTANGIBLE ASSETS
Opening net book amount - at 1 July
Additions
Amortisation charge
Closing net book amount
At 30 June
Cost
Accumulated Amortisation
Net Book Amount

507,623
(108,797)

616,420
(108,797)

507,623
(108,797)

616,420
(108,797)

398,826

507,623

398,826

507,623

667,391
(268,565)

667,391
(159,768)

667,391
(268,565)

667,391
(159,768)

398,826

507,623

398,826

507,623
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16 PROPERTY, PLANT AND EQUIPMENT - CONSOLIDATED
Generation Distribution Computer
Equipment
Network & Equipment
$
$
$
At 1 July 2012
Cost or valuation
19,960,349
36,519,458
531,727
Accumulated depreciation
(5,359,477)
(231,347)
Net Book Amount
14,600,872
36,519,458
300,380
Year Ended 30 June 2013
Opening net book amount

Furniture
Tools &
& Fixtures Equipment
$
$

Motor
Vehicle
$

Land &
Building
$

Capital Renewable
WIP
Energy
$
$

Total
$

101,899
(40,211)
61,688

572,491
(243,737)
328,754

1,608,611
(737,064)
871,547

5,223,480
(406,438)
4,817,042

667,079
667,079

-

65,185,094
(7,018,274)
58,166,820

667,079

-

58,166,820

14,600,872

36,519,458

300,380

61,688

328,754

871,547

4,817,042

Additions
Disposals
Depreciation expense
Closing net book amount

(1,724,527)
12,876,345

2,858,761
(2,377,446)
37,000,773

5,047
146,032
(105,524)
345,935

16,246
36,462
(5)
(21,560)
92,831

10,510
119,165
(91,742)
366,687

38,117
730,624
(29,417)
(401,853)
1,209,018

909,713
(121,863)
5,604,892

1,748,680
2,415,759

559,947
(8,796)
551,151

979,634
6,199,671
(29,422)
(4,853,311)
60,463,392

At 30 June 2013
Cost or valuation
Accumulated depreciation
Net Book Amount

19,960,349
(7,084,004)
12,876,345

39,378,219
(2,377,446)
37,000,773

682,868
(337,933)
344,935

154,466
(61,635)
92,831

702,166
(335,479)
366,687

2,292,664
(1,083,646)
1,209,018

6,133,193
(528,301)
5,604,892

2,415,759
2,415,759

559,947
(8,796)
551,151

72,279,632
(11,817,240)
60,462,392

Year Ended 30 June 2014
Opening net book amount
Additions
Revaluation
Transfers
Disposals
Depreciation expense
Closing net book amount

12,876,345
29,063
(1,263,631)
11,641,777

37,000,773
11,980,672
1,400,014
(2,771,398)
(2,815,783)
44,794,278

344,935
71,203
(1,720)
(120,318)
294,100

92,831
8,513
(33,900)
67,444

366,687
125,019
(111,959)
379,747

1,209,018
749,608
46,674
(7,098)
(617,596)
1,380,606

5,604,892
326,956
6,238,586
(170,325)
12,000,109

2,415,759
8,670,963
(1,446,688)
9,640,034

551,151
(37,330)
513,821

60,462,392
21,961,997
6,238,586
(2,780,216)
(5,170,842)
80,711,917

At 30 June 2014
Cost or valuation
Accumulated depreciation
Net Book Amount

19,989,413
(8,347,635)
11,641,778

49,830,573
(5,036,295)
44,794,278

750,762
(456,662)
294,100

156,075
(88,631)
67,444

817,789
(438,042)
379,747

2,910,274
(1,529,668)
1,380,606

12,791,815
(791,706)
12,000,109

9,640,034
9,640,034

559,946
(46,125)
513,821

97,446,681
(16,734,763)
80,711,917

Acquisition through business
combination(note 5)
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16 PROPERTY, PLANT AND EQUIPMENT - COMPANY
Generation Distribution Computer
Equipment
Network& Equipment
$
$
$
At 1 July 2012
Cost or valuation
19,960,349
36,519,458
531,727
Accumulated depreciation
(5,359,477)
(231,347)
Net Book Amount
14,600,872
36,519,458
300,380

Furniture
Tools &
& Fixtures Equipment
$
$

Motor
Vehicle
$

Land &
Building
$

Capital Renewable
WIP
Energy
$
$

101,899
(40,211)
61,688

572,491
(243,737)
328,754

1,608,611
(737,064)
871,547

5,223,480
(406,438)
4,817,042

667,079
667,079

-

Total
$
65,185,094
(7,018,274)
58,166,820

Year Ended 30 June 2013
Opening net book amount
Additions
Disposals
Depreciation expense
Closing net book amount

14,600,872
(1,724,527)
12,876,345

36,519,458
2,858,761
(2,377,446)
37,000,773

300,380
146,032
(105,525)
340,887

61,688
36,462
(5)
(19,846)
78,299

328,754
119,165
(91,033)
356,886

871,547
730,624
(29,417)
(390,180)
1,182,574

4,817,042
(117,149)
4,699,893

667,079
1,748,680
2,415,759

559,947
(8,796)
551,151

58,166,820
6,199,671
(29,422)
(4,834,502)
59,502,567

At 30 June 2013
Cost or valuation
Accumulated depreciation
Net Book Amount

19,960,349
(7,084,004)
12,876,345

39,378,219
(2,377,446)
37,000,773

677,821
(336,934)
340,887

138,220
(59,921)
78,299

691,656
(334,770)
356,886

2,254,547
(1,071,973)
1,182,574

5,223,480
(523,587)
4,699,893

2,415,759
2,415,759

559,947
(8,796)
551,151

71,299,998
(11,797,431)
59,502,567

Year Ended 30 June 2014
Opening net book amount
Additions
Revaluation
Transfers
Disposals
Depreciation expense
Closing net book amount

12,876,345
29,064
(1,263,631)
11,641,778

37,000,773
11,980,672
1,400,014
(2,771,398)
(2,815,783)
44,794,278

340,887
47,914
(223)
(114,851)
273,727

78,299
7,228
(22,695)
62,832

356,886
96,109
(101,360)
351,635

1,182,574
639,112
46,674
(7,098)
(590,626)
1,270,636

4,699,893
273,932
6,238,586
(154,136)
11,058,275

2,415,759
8,670,963
(1,446,688)
9,640,034

551,151
(37,330)
513,821

59,502,567
21,744,994
6,238,586
(2,778,719)
(5,100,412)
79,607,016

At 30 June 2014
Cost or valuation
Accumulated depreciation
Net Book Amount

19,989,413
(8,347,635)
11,641,778

49,830,573
(5,036,295)
44,794,278

723442
(449,715)
273,727

145,574
(82,742)
62,832

787,765
(436,130)
351,635

2,746,981
(1,476,345)
1,270,636

11,735,076
(676,801)
11,058,275

9,640,034
9,640,034

559,946
(46,125)
513,821

96,158,804
(16,551,788)
79,607,016
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Consolidated
2014
$
17

3,995,716
1,359,799
$

EMPLOYEE ENTITLEMENTS
Balance at the beginning of the year
Liability assumed through business combination
Additional provisions recognised
Leave utilised during the year

5,355,515

3,564,352
1,289,891
$

4,854,243

3,018,433
1,354,731
$

4,373,164

2,846,023
1,260,873
$

4,106,896

209,234
299,372
(282,066)

165,401
23,884
280,973
(261,024)

186,771
283,630
(259,603)

165,401
280,973
(259,603)

226,540

209,234

210,798

186,771

709,842
15,983,118

337,160
10,347,880

709,842
15,983,118

337,160
10,347,880

$ 16,692,960

$ 10,685,040

$ 16,692,960

$ 10,685,040

Balance at the end of the year
19

2013
$

TRADE AND OTHER PAYABLES
Trade payables
Other payables and accruals

18

Company
2014
$

2013
$

BORROWINGS
Current
Non-current
Total

During the year the Company secured an additional loan of $6,405,614 to purchase the new Mak Diesel Generator.
The ANZ Bank loan is repayable at a rate of $89,000 (including interest and principal) per month, from the third year of
the loan, over a period of 13 years ending 31 August 2027 and attracts an interest rate of 6.35% per annum.
The loan is secured by:
- First Registered Mortgage over leasehold property at Popua, Lease no. 8159 plus all improvement thereon.
- Deed of assignment over Electricity Concession Contract.
- First Registered Mortgage Debenture over all assets and under takings of Tonga Power Limited
- Script lien over 100% shares of Tonga Power Limited over Homegas Limited
The exposure of the Group's borrowings to interest rate changes and the contractual repricing dates at the statement of
financial position dates are as follows:
Less than 1 year
709,842
337,160
709,842
337,160
1 to 2 years
1,053,765
843,974
1,053,765
843,974
2 to 5 years
3,597,788
2,409,156
3,597,788
2,409,156
Greater than 5 years
11,331,565
7,094,750
11,331,565
7,094,750
$ 16,692,960
20

$ 10,685,040

$ 16,692,960

$ 10,685,040

DERIVATIVE FINANCIAL INSTRUMENTS
During the year the Company entered into multiple agreements with Westpac Bank of Sydney to hedge their exposure
to commodity risk. Any loss or gains on these agreements is taken to the income statements.
The fair value of these instruments are summarised below:
Commodity swap transaction contract

$

44,618

$

163,095

$

44,618

$

163,095
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Consolidated
2014
$
21

22

Company
2014
$

2013
$

2013
$

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

$ 33,783,595

$ 33,783,595

$ 33,783,595

$ 33,783,595

(b) Issued and paid-up capital
Ordinary shares of 1,031 (2013: 1,031) at $32,768
per share, fully paid

$ 33,783,595

$ 33,783,595

$ 33,783,595

$ 33,783,595

PROVISION FOR DIVIDEND
Balance at 1 July
Dividends declared during the year
Dividends paid

779,094
1,580,933
(1,360,027)
$

1,000,000

$

866,720
778,737
(866,363)

779,094
1,580,933
(1,360,027)

779,094

1,000,000

866,720
778,737
(866,363)
$

779,094

During the year, the Company declared and paid a special dividend of $221,619 (2013: $Nil) and an interim dividend of
$359,314 (2013: $Nil).
23

ASSET REVALUATION RESERVE
Balance at 1 July
Revaluation of land and buildings - gross
Revaluation of buildings - tax
Disposal of distribution network equipment - gross
Disposal of distribution network equipment - tax
Depreciation of buildings
Depreciation of distribution network equipment

7,815,204
6,238,586
(551,783)
(515,592)
128,898
(83,892)
(465,621)
$ 12,565,800

8,317,362
(502,158)
$

7,815,204

7,815,204
6,238,586
(551,783)
(515,592)
128,898
(83,892)
(465,621)
$ 12,565,800

8,317,362
-

(502,158)
$

7,815,204

Revaluation reserve consists of fair value gains or losses arising from the revaluation of the Company's Distribution
Networks and revaluation of the land and buildings. The difference between the depreciation based on the revalued
carrying amount charged to profit or loss, and depreciation based on the asset's original costs for the year was
$549,513 (2013: $502,158). This difference was transferred from asset revaluation reserves to retained earnings.
24

DEFERRED INCOME - DONATED ASSETS
Balance at 1 July
Additions during the year
Amounts released to other income

152,484
10,458,372
(2,041,089)
$

Disclosed in the financial statements as follows:
Current
Non-current

8,569,767

160,509
(8,025)
$

728,592
7,841,175
$

8,569,767

152,484

152,484
10,458,372
(2,041,089)
$

10,701
141,783
$

152,484

8,569,767

160,509
(8,025)
$

728,592
7,841,175
$

8,569,767

152,484

10,701
141,783
$

152,484

Deferred income consists of grants in relation to capital expenditure projects and fixed assets acquired from donors.
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Consolidated
2014
$
25

Company
2014
$

2013
$

2013
$

INVESTMENT IN SUBSIDIARY
Investment in controlled entities carried at cost

$

-

$

-

$

512,531

$

512,531

The Company owns 100% of the shares in Homegas Limited. The principle activity of the subsidiary is the retailing of
liquid petroleum gas in the Kingdom of Tonga.
26

RELATED PARTIES
(a) Transactions of directors
The following were directors of the Company during the year:
Appointed
Appointed as Chairman on 23.09.2011
Mr. Carl Sanft
Mr. Richard Guttenbeil
04.02.2009
Mr. Siaosi Koloamatangi
13.06.2011
Mr. Sitiveni Finau
Appointed 23.09.2011 and deceased on 16.12.2013
Mr. Sione Folau Lokotui
28.10.2011
Mr. Peter McGill
25.01.2012
Mr Ringo Fa'oliu
07.07.2014

Directors' emoluments

$

Consolidated
2014
2013
$
$
157,011
$
138,323

$

Company
2014
2013
$
$
134,046
$
130,000

(b) Transactions with Government Ministries and other State Owned Enterprises
During the year, the Company entered into various transactions with Government Ministries and State Owned
Enterprises which were at normal commercial terms and conditions. The aggregate value of major transactions with the
related parties during the year is as follows:
Company
2014
2013
$
$
Transactions during the year
Sales of electricity
7,377,962
7,502,004
Purchases of services
(2,238,358)
(2,257,710)
Dividends paid
(1,360,027)
(866,363)
Balances as at year end
Receivable from Government Ministries and State Owned Enterprises (Note 13)
Payable to Government Ministries and State Owned Enterprises (Note 18)
Provision for dividend

$
182,250
$
(105,817)
$ (1,000,000)

$
$
$

182,250
(105,817)
(779,094)

(c) Transactions with subsidiary
Homegas Limited is a wholly owned subsidiary of Tonga Power Limited. Homegas Limited is a company domiciled in
the Kingdom of Tonga.

Page 51 of 53

TONGA POWER LIMITED AND SUBSIDIARY COMPANY
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

29

Company
2014
$
26

2013
$

RELATED PARTIES - continued
(c) Transactions with subsidiary - continued
Transactions during the year
Sales of electricity
Purchase of liquid pertrolum gas
Service fee income
Balances as at year end
Receivable from Home Gas Limited

3,474
9,172
40,000

759
-

191,060

69,958

(d) Key management compensation
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.
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, Power
Station Superintendent/ Outer Islands Manager, Finance Manager, Administration Manager and the Planning & Design
Manager.
Short term compensation
27

1,793,839

1,676,148

CONTINGENT LIABILITIES
During the year the Company had received claims from customers in respect of damages to their properties as a result
of alleged power surges. The total anticipated liability as a result of the claims identified amounts to $10,923 (2013:
$9,962). The Company is defending these claims and are confident that no significant liabilities will arise.
In addition a subsidary company received a claim subsequent to balance date from the Ministry of Revenue and
Customs in respect of income and consumption tax owed for the 2010, 2011, 2012 and 2013 financial years. The
amount claimed totals $215,592. The company rejects these claims and will vigorously defend this. They are confident
that no significant liability will arise from this tax claim.

28

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

Page 52 of 53

TONGA POWER LIMITED AND SUBSIDIARY COMPANY
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2014

30

Consolidated
2014
$
28

2013
$

Company
2014
$

2013
$

COMMITMENTS FOR EXPENDITURE - continued
Operating leases - continued
Payable not later than 1 year
Payable later than 1 year but not later than 5 years
Payable later than 5 years

Capital commitments
29

75,788
224,572
2,739,684

85,028
265,132
3,404,212

75,788
224,572
2,739,684

76,028
225,532
2,814,512

3,040,044

3,754,372

3,040,044

3,116,072

1,876,711

4,044,608

1,876,711

4,044,608

EVENTS SUBSEQUENT TO BALANCE DATE
Subsequent to year end a subsidary company received a claim from the tax authorities in relation to assessed
outstanding coroporate tax and consumption tax as noted in Note 28 above.
Except for that noted above, there has not arisen in the interval between the end of the financial year and the date of
this report any item, transaction or event of a material and unusual nature likely, in the opinion of the directors of the
Group, to affect significantly the operations of the Company and the Group, the results of those operations, or the state
of affairs of the Company and the Group, in subsequent financial years.
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