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Statement of Financial Position
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Waitomo Energy Services Customer Trust

Statement of Changes in Equity
for the year ended 31 March 2018

Cashflow Total Non-
Share Retained Hedge  Revaluation attributable controlling Total
Capital Earnings  Reserves  Reserves tothe Trust Interest Equity
Note $'000 $000 $000 $'000 $'000 $000 $'000

Balance as at 31 March 2016 13,246 52.760 (2.481) 74,567 138,092 877 138,969
Profit for the year B 8,239 - - 8,239 (28) 8,211
Other comprehensive income
Interest rate swaps - - 719 - 719 - 719
Total other comprehensive income - - 719 - 719 - 719
Transactions with owners
Distributions paid 10 - (5,000) - - (5,000) (5,000)
Dividends - - - - - - -
Total transactions with owners - (5,000) - - (5,000) . (5,000)
Balance as at 31 March 2017 13.246 55.999 (1.762) 74 567 142.050 849 142.899
Profit for the year

Other comprehensive income
Interest rate swaps

Revaluation of land and buildings
Revaluation of network assets
Prior year adjustment

Total other comprehensive income

Transactions with owners
Distributions paid 10
Total transactions with owners

Balance as at 31 March 2018
Attributable to Trust Equity

Notes to the financial statements are included on pages 20 to 46
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Notes to the Financial Statements

General Information

The Waitomo Energy Services Customer Trust (“the Trust”) is an Energy Power Trust established under the
Energy Companies Act 1992. The Trust’s principal activity is investment in the electricity industry. It owns 100%
of the shares in The Lines Company Ltd. The Group consists of The Trust, The Lines Company {‘the Company”)
and its subsidiaries (being Financial Carporation Ltd and Speedys Road Hydro Ltd “the Group”}.

The company’s principal activities are the conveyance of electricity through its distribution netwark, supply of
metering and relay equipment, electrical contracting and electricity generation. Those principal activities are
substantially carried out in the greater King Country region of New Zealand.

In accordance with the requirements of Generally Accepted Accounting Practice in New Zeaiand {NZ GAAP),
where a reporting entity prepares consolidated financial statements, the parent disclosures are not required.

The financial statements were authorised for issue by the Trustees on 31 August 2018.
Summary of significant accounting policies

Basis of preparation
The consolidated financial statements of the group have been prepared in sccordance with NZ GAAP.

The group is @ for-profit entity for the purposes of complying with NZ GAAP. The consolidatzd financial
statements comply with New Zealand equivalents to Internationa! Financial Reporting Standards (NZ IFRS),
other New Zealand accounting standards and authoritative notices that are applicable to entities that apply
NZ IFRS. The consolidated financial statements also comply with International Financial Reporting Standards
(IFRS).

They are prepared on the historical cost basis except for the revaluation of certain non-current assets and
financial instruments measured at fair value.

The presentation currency is New Zealand Dollar [S). Al financial information has been rounded to the nearest
thousand, unless otherwise stated.

Significant accounting policies, estimates and judgements

The Lines Company’s management is required to make judgements, estimates and apply assumptions that
affect the amaounts reported in the financial statements. They are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates. Estimates and
underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised and in the future periods.

ludgements znd estimates which are material to the financial report are found in the following notes:

Note 1 Revenue recognition ~ Pege21
Note & Valuation of network distribution syctem ' ' ' ’ -  Page 28
”Note 8 W'CereraL ion property, plant and equipment - ' Page 29 -

Note 17 Provisions féz staff mmt ements
Note 128.2

Financial instruments Page 39 - 40
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10. Distributions

2017
5’000

5,000

Distributions paid

No Capital Distribution was made to the beneficiaries of the Trust during the year.

During the year TLC agreed with the Trust to provide a discount of $5.6m direct to eligible consumers. At the
same time it was agreed that the dividend paid to the Trust would be reduced
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The Group's share of the change to associate’s post-acquisition profits or losses is
recognised in the income statement. The post acquisition movements are included
after adjustments to align the accounting policies with those of the Group.

Judgements Through the shareholder agreement, Financial Corporation Limited is guaranteed
two seats on the board of Embrium Holdings Limited and participates in all
significant financial and operating decisions. The Group has therefore determined
that it has a significant influence over this entity; however, with 36% shareholding
it does not have a controlling interest. The carrying value of the investment is
reviewed annually for impairment. As the investment is meeting the planned
achievements no impairment is judged to be required.

e
12. Equity and reserves

12.1. Total equity and minority interest

2017
$'000
Trust reserves 142,050
Minority interest share 849
142,899
Minority interest Waitomo Energy Services Customer Trust holds 100% of the shares in The Lines
Company Ltd but the Lines Company Ltd has only a 75% interest in Speedys Road
Hydro Ltd.
12.2. Hedge reserves
Hedge reserves comprise the cash flow hedge reserve.
Policies The cash flow hedge reserve records the effective portion of changes in fair values

of interest rate swaps that are designated cash flow hedges.

The gain or loss relating to the ineffective portionis recorded in the Statement of
Comprehensive Income within net Interest costs.

The gain or loss relating to the effective portion of interest rate swaps hedging
variable rate borrowings is recognised in the Statement of Comprehensive Income
within net interest costs.

Judgements During the year, $0.178m (2017 — $0.718m) was transferred to the cash flow
hedge reserve to interest cost.
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Bank borrowings The Trust’s subsidiary The Lines Company Ltd has total bank | lending facilities of
$75.4m for three years. The facility expires on 31 May 2020. The working capital
portion of this facility is $3m and is subject to annual renewal and expires on 31
December 2018.

The working capital portion of this facility is $3m and is subject to annual renewal
and expires on 31 December 2017,

Security held by the bank for these loans is a Composite General Security
Agreement over certain assets of the Group.

The Directors estimate the fair value of the Group’s bank loans approximate their
hook value, because they are floating rate ioans.

Convertible Notes Speedys Road Hydro Uimited (SRHL} had issued $3.75m cof convertible notes to TLC
and $1.25m of convertible notes to the mincrity shareholder. The proceeds were
used to repay debt owed to TLC. The convertible notes are interest bearing
{6.79%).The convertible notes issued to TLC are eliminated on consolidation in the
group financial statements.

On 30 September 2017, 5200,000 of the convertible notes were repaid reducing
the balance to $3.45m to TLC and $1.15m to the minority sharehaolder.

The holder may either elect to convert the notes to shares, redeem the notes for
cash or extend the maturity date of the notes. The election notice is subject to
agreement by the SRHL beard of directors and who are entitled to act in what they
reasonably consider to be in the best interests of SRHL. At 31 March 2018, there
were two separate tranches of convertible notes of $1,000,000 each with maturity
dates of 30 September 2018, and 30 September 2015, There were three separate
tranches of convertible notes of S$800,000 each with maturity dates of
20 September 2020, 30 September 2021 and 30 September 2022, SRHL reserves
the right to defer interest payments in perpetuity while it does not have sufficient
cash to make the payment.

The fair value of the convertible notes is not considered to be materially different
from its principal value as the terms of the notes are such that comparable market
instruments would not differ materially in value.

Suboardinated The subordinated debenture is stated at its fair value.

debentures
The North King Country Development Trust (NKCDT) loan has a principal value of

$2,000,000 and had fixed interest of 5.00% per annum {2017: 5.00%).
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Accounting Standards not yet adopted

New and amended accounting standards adopted
There are no new standards, amendments and interpretations which are effective for the current period with
a material impact to the Group.

New accounting standards and interpretations not yet adopted
The following standards and interpretations which are considered relevant but not yet effective for the year
ended 31 March 2018 have not been applied in preparing the financial statements:

¢ NZIFRS 15 Revenue from Contracts with customers

NZIFRS 15, ‘Revenue from contracts with customers’ deals with revenue recognition and establishes principles
for reporting useful information to users of financial statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an entity’s contracts with customers. Revenue is recognised
when a customer obtains control of a good or service and thus has the ability to direct the use and chtain the
benefits from the good or service. The standard replaces NZ [AS 18 ‘Revenue’ and related interpretations. The
standard is effective for annual periods beginning on or after 1 January 2017 and earlier application is
permitted. The Group will apply this standard from 1 April 2017 but is yet to assess NZ (FRS 15°s full impact.

« NZIFRS S Financial Instruments (Effective date: periods beginning on or after 1 January 2018}

NZ IFRS 3, ‘Financial instruments’, addresses the classification, measurement and recognition of financial
assets and financial lisbilities. The complete version of NZ IFRS 9 was issued in September 2014, it replaces the
guidance in NZ 1AS 39 that relates to the classification and measurement of financial instruments. NZ iIFRS §
retains but simplifies the mixed measurement model and establishes three primary measurement categories
for financial assets: amortised cost, fair value through other comprehensive income and fair value through
profit or lass. The basis of classification depends on the entity’s business model and the contractual cash flow

characteristics of the financial asset. Investments in equity instruments are required to be measured at fair
value through profit or loss with the irrevocable option at inception to present changes in fair value in other
comprehensive income not recycling. There is now a new expected credit losses maodel that replaces the
incurred loss impairment model used in NZ 1AS 35, For financial liabifities there were no changes to
classification and measurement except for the recognition of changes in own credit risk in other
comprehensive income, for ligbilities designated at fair value through profit or loss. NZ {FRS 9 relaxes the
requirements for hedge effectiveness by replacing the bright line hedge effectiveness tests. It requires an
economic relationship between the hedged item and hedging instrument and for the "hedged ratic’ to be the
same as the one management actually use for risk menagement purpaoses. Contemporaneous documentation
is still required but is different to that currently prepared under NZ 1AS 38. The standard is effective for
accounting periods beginning on or after 1 January 2018, Early adoption is permitted. The group intends to
adapt NZ [FRS 9 on its effective date and early assessment has indicated that there will be no significant
changes to Note 19.2b.

e NZIFRS 16 Leases (Effective date: periods beginning on or after 1 January 2019)
NZ IFRS 16, ‘Leases’, replaces the current guidance in NZ 1AS 17, Under NZ IFRS 16, a contract is, or contains, a
lease if the contract canveys the right to control the use of an identified asset for a period of time in exchange
far consideration. Under NZ 1AS 17, 2 lessee was reguired to make a distinction hetween a finance lease (on
balance sheet] and an operating lease (off balance sheet). NZ {FRS 16 now requires a lessee to recognise a
lease liability reflecting future lease payments and a ‘right-of-use asset’ for virtually ali lease centracts.
included is an optional exemption for certain short-term leases and leases of low-value assets; however, this

exemption can only be applied by lessees. The standard is effective for accounting pericds beginni ng o Zf{f?
after 1 January 2019. The group intends ta adopt NZ IFRS 16 on its effective date but is yet to asse 25 f&'
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Glossary of terms

EBITDA

EBIT

Speciat discount
Net zssets
Sharehalder funds
Debt to asset ratio

Capital ratio

Return on average equity

Return on average net assets

Ezrnings before interest, tax, depreciation and amortisation.
Earnings before interest and tax.

Total discount paid or committed as per note.

Non-current assets plus net working capital.

Shareholder equity plus subordinated debentures.

(Total liabilities less deferred tax lizbilities) divided by total assets.

Shareholder equity divided by total assets.

{Profit after tax) divided by ({cpening shareholder equity plus closing sharet

equity} divided by 2}.

{
net assets) divided by 2}
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BIT multiplied by the applicable tax rate) divided by [{opening net assets plus closing














