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Financial Highlights at 31 March 2012

TECT Group Results 1997 - 2012

Total Trustee
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Reserves ($millions)
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TAURANGA ENERGY CONSUMER TRUST
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2012

Finance Income

Chvndends

Nel Change in Fair Value of Denwvative designaled al
Far Value through Profil & Loss

Effecuve Inlerest Adjusiment of Inleres| Free Loans

Interesl

Managemen| Fees
Oiher Income

TOTAL REVENUE

Less Expenges
Administration Expenses
Audll Fees

Goods & Services Tax
Insurance

Legal and Advisory Fees
Secrelarial Casls
Stationery

Sundry Expenses

Finance Expenses

Bank Charges

Effective Inierest Adjustment of Interest Free Loans

Interest Expense

Nel Change in Fair Value of Denvauve designaled al
Farr Value hrough Profil & Loss

Loan Fees

Consumer Related Expenses

Consumer Congullalion, Research & Reporung

Community Funding Schemes

Election Cosls

Electricily Consumer Dislnbulion Cosls {inc Concession Cards)

Trustee Expenses

Truslee Expenses

Truslee Fees {Note 13}
TOTAL EXPENSES

SURPLUS BEFORE TAXATION

Tax Expense [Nole 5)

TOTAL SURPLUS AFTER TAXATION

Other Comprehensive Income

Valualion GainXloss) on Investmenls {Nate 2}
Change in Eslimale of Deferred Tax on

TruslPower shares {Nates 2.12)
Tax on Components of Other

Comprehensive (ncoma {Wote 2}
Total Other Comprehenslve income
TOTAL COMPREHENSIVE INCOME

Ting statemant 1s to be read i conuncion with the Notes fo the Frmencai report

TECT Group Tauranga Energy Consumer Trust
2011 212 M
3 $ 3
39,708,722 75616 234764
- 215248 -
1,302,201 1073139 1.012,005
41,010.523 1.364.003 1.246.789
- 27.600 27.600
408
41,011,331 1.331,603 1,274,369
15,000 15.228 15,000
16,521 . -
7194 719 7194
7492 7116 6.788
329137 329,200 38137
11,465 13842 11,465
10,362 5,560 10,362
367171 378,140 379.946
164 663 1.150
260,305 - 260.305
3583811 231,409 96.850
412624
82,500 5 .
4,340,874 232072 356345
33914 42772 33514
25611 12857 29611
97,524 24,000 97,524
62,496 57,972 62,496
223545 137401 223545
2733 2440 2733
135,790 136425 135,780
138523 140,655 138,523
5100113 888478 1,100,359
35,911,218 503,125 174,010
2,280,516 229109 92,854
$ 33630702 % 27016 % 81,156
(4,155,153} S .
3,841,601 - -
(213.552) - -
8 33417150 § 274016 % 81,156
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TAURANGA ENERGY CONSUMER TRUST
GROUP CONSOLIDATED FINANCIAL REPORT

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2012

~ TECT Group Tauranga Energy Consumer Trust
12 2011 2012 2011
SEL 8 5 $

Surplus Afler Taxalion 33,630,702 274,016 81,156
Giher Comprehensive Income (213,552) - -
Total Comprehensive income T4 33,417,150 274,016 81,156
Distributions of Equity (Note 8} ||m5ﬂ4} (29,973,275) {28,399,662) (26,662,868)
Distributions Writlen Back {(Nole2) | = 151,036 - 151,036
Movements in Equity for the Year F —E 3,594,911 (28,125,645} (26,430,676)
Trust Equity at Start of the Year  BT6.502,518 672,997,607 537.851,428 564,282,104
Trust Equity at End of the Year $ 676,592,518 ] 509,725,782 & 537,851,428

This statement is to be read m conunbon wilh the Nates to the Financial Report Page 3



TAURANGA ENERGY CONSUMER TRUST
GROUP CONSOLIDATED FINANCIAL REPORT

Trusl Equity

Accumiiated Final Surplises
Fair Value Reserve
Reserves for Distnbution

TOTAL TRUST EQUITY

Raprasented by

Current Assete
Cash & Cash Equvalents -

Bank

Short Term Depasis (less than 80 days)
Shon Term Deposis (Clher)
Advance - TECT Finance Ne 2 Ltd
Sundry Accounls Recervable
Prepaymenls
GST Refund Due
ANZ Bank Interes| Rate Swaps
Taxaton Refund Due
Telal Current Assets

Non Current Assels

Invesiments

Shares in Trus(Power Lid

Investment in Subsidianes

Loan - TECT Hoidings Lid

RPS - Tauranga Ctty Aquatics Lid

ANZ Senior Bonds

YMCA Tauranga In¢ Loan

Elms Foundation Loan

Paradise Poinl Development Trust Loan

Tofal Investmanls

Other Non Currant Assete
Deferred Taxalion
Tolal Non Currenl Assels

TOTAL ASSETS

Less Currenl Liabilitles

Sundry Accounis Payable

Bank Overdrafts

Accrued Interest

Advance from TECT Chanlable Trusl
Pravision for Disirbutions

Pravision for Advance 1o Consumer Organisalion
Loan - ANZ Bank

Interest Rate Swap - ANZ Bark
Taxation Payable

Total Current Linbllitles

Non Curment Llabllitios

Loan - ANZ Bank

Inierest Rate Swap - ANZ Bank
Defemed Taxation

Total Non Current Liabililies

TOTAL LIABILITIES
NET ASSETS

fi

STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2012

TECT Group Tauranpa Energy Consumer Trusl
2011 2042 pulb]
3 $ $
{Note 2) 93001656 506.035.143 53,317 616
(Note 2) 579.967.050 - -
(Notes 2.18} 3533812 1,689.638 3533812
8 676,592,518 $ 509725782 % 537.851428
653.103 356,960 651.821
[Nole 4) 3.028612 795,744 3.028.612
[Mole 4 16,728,533 1B.160.156 14,169,322
- a1 2937
61,238 61,238
7194 7195 7184
13447 14.217 13447
- 78.816
20492137 19.337 383 18.013.487
{Note 3a) 747.927 634 - .
. 3,100 3.100
[Nole 9 - 494 995,228 519,446,724
{Note 3c) 4,000,000 - 4,000,000
{Note Jb} 1.058.514 3064467 1.058514
{Note 3d} 213622 - 213,622
{Note 3d} 476,061 - 476 061
{Note 3d} 144.012 154,943 144,012
755,819,843 498.217.738 527,342,033
{Hote 12) - 14,868 B5,901
755,819 843 488,232 606 527427 934
§ 776,311,970 § 517569989 § 545441421
7,173 73.587 70,363
307,163 307,163
238,203 - -
{Note 9) 4140074 3.911.205
{Note B} 5,007,337 3610402 3101262
200,000 200.000
{Note 10} -
347,381 20,144
- 6,261,257 13 7844207 § 7589993
{Note 10) 5§5.000.000
1120634
{Note 12) 37,328,561
93,458,195 -
& 99,719,452 $ TBM207  § 7589903
H 676.502.518 S 509725782 § 537.851428

Tens waternant 15 15 i MO 1 coMUNEEOn Witk tha Noles fo tha Enancal Report
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TAURANGA ENERGY CONSUMER TRUST
GROUP CONSOLIDATED FINANCIAL REPORT

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2012

Consolidated TECT
2011 212 2011
3 3 ]

CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided fromi{digbursed (o}
Dividends Received 39,647 484 136,854 173,526
Interest Received 1,520,916 1,072,964 1,811,836
Payments {o Suppliers & Truslees (1.080,279) (654,616) (753,941)
Inleresl Paid {2.967,438) {101) -
Taxalion Paid {3.210,919) (59,116) 1
Donalions Received 408 - -
NET CASH FLOWS FROM OPERATING ACTIVITIES $ 33910122 % 495985 § 431,422
CASH FLOWS FROM INVESTING ACTIVITIES
Cash was received from/{applied lo};
Purchases & Redemplion of investmenls (TCAL) - 4,000,000 -
Investments & Loans o Cansumer Organisalions (644,000) 25,139,543 10,189,208
Movemenls in Term Deposits 2,756,217 (3,990.834) (1,133,906}
Movement in Advance Accounl - 25,162 24,564,812
NET CASH FLOWS FROM/{USED IN) INVESTING ACTIVITIES $ 2112217 § 73871 § 33520114
CASH FLOWS FROM FINANCING ACTIVITIES
Cash was disbursed lo:
Payments to TruslPower Consumers {35.233,055) {27,890,522) {33,884,948)
Repayment of ANZ Loans {622.275) - o
NET CASH FLOWS USED IN FINANCING ACTIVITIES $ {35,855330) § (27.890,522) § (33,884,948}
NET INCREASE / (DECREASE) IN CASH & CASH EQUIVALENTS 167,009 {2,220,666) 166,588
Add Opening Cash & Cash Equivalents 3,207,543 3,373,310 3,206,762
CLOSING CASH & CASH EQUIVALENTS $ 3,374,552 § 1152704  § 3,373,370
Represented by:
Sherl Term Deposils - Less than 90 Days 3028612 795,744 3,028,512
Bank Current Accounis 653,103 356,960 651,921
Bank Overdafis {307,163) - {307,163)

$ 3374552 % 1,152,704 $ 3,373,370
Reconclliation of Net Surplus after tax to Cash Flows
from Operating Activities
Nel Qperating Surplus 33,630,702 274,016 81,156
Fair Value Adjusiment Investmenis - Non Cash 2,530,586 {215,248) 260,305
Inlerest & Mgml Fees - Non Cash - 203,533 69,111
Deferred Tax - Non Cash {1,309,854) 71,033 (85.901)
Movemenils in Accounts Payable {19,223) 3224 {8,811}
Movemenls in Accounls Receivable and Accruals {66,432) 61,237 (68,432}
Movements in GST 13,438 770 5,228
Movement in Taxatton Payable/Receivable {867,095} 98,950 178,756
NET CASH FLOWS FROM OPERATING ACTIVITIES (as above) |§ $ 33910122 § 495985 § 431,422

This statement is to be read in conjunciion with the Notes to the Financial Report.
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'Tautan'g_‘aa Energy Consumer Trust
Group Consolidated Financial Report
Notes to the Financial Report
For the Year Ended 31 March 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
REPORTING ENTITY

Tauranga Energy Consumer Trust (TECT) is a trust formed and domiciled in New Zealand. All TECT subsidiaries
are incorporated and domiciled in New Zealand.

TECT and its subsidiaries, TECT Charitable Trust, TECT Holdings Ltd, TECT Finance Ltd and TECT Finance No.
2 Ltd comprise the TECT Group.

TECT is a reporting enlity as defined by the Financial Reporting Act 1993 and this Financial Reporl is prepared in
accordance with lhat Act.

The Financial Report comprises the Consolidated Financial Stalemenls of the Group and lhe separate Financial
Statements of the Parent Trust.

APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved by the Trustees on 19 June 2012.

BACKGROUND

The Tauranga Energy Consumer Trusi was established under a Trust Deed on 21 December 1993 as a
consequence of the Tauranga Eleclric Power Board's Establishment Plan.

TECT is a Consumer Trust, the income and capital of which are to be used to provide benefits to Consumers who
are TrustPower customers in the area as defined in the Trust Deed (being the area supplied by the Tauranga
Eleclric Power Board as at 21 December 1993 subsequently amended to include the Tauranga disirict area
previously supplied by Tauranga Electricity Limited).

TECT is not a Charitable Trust and accordingly may not conlinue for more than 80 years. On the winding up of
the Trust the assets of TECT, which remain, will be distributed for the benefit of Consumers (as defined above).

TECT Group holds 103,878,838 shares, representing 33% in the capital of TrustPower Limited. These shares are
held by TECT Holdings Ltd, a 100% wholly owned subsidiary company.

TECT is governed by six frustees who are elected by Consumers. The term of appointmenl is four years. The
terms of appoiniment of Trustees are staggered so that three Trustees relire every two years. Reliring Trustees
are eligible for nomination for re-election.

BASIS OF PREPARATION
MEASUREMENT BASE

The Accounting Principles recognised as appropriate for the measurement and reporting of financial performance
and financial position on an historical cost basis, are followed by the TECT Group, wilh the exception that cerlain
investments as specified below (Refer g{iv)(b}) have been revalued.

The information is presented in New Zealand dollars, which is also the funclional currency of lhe Group, rounded
to the nearest dollar,

Basis of Consolidation
The consolidated financial stalemenls inciude the Parent Trust and its subsidiaries. Al significanl inlragroup
balances, fransactions, income and expenses are eliminated on consolidation.
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Tauranga Energy Consumer Trust
Group Consolidated Financial Report

Notes to the Financial Report
For the Year Ended 31 March 2012

Subsidiary Entifies

The wholly owned subsidiary enfilies, TECT Charitable Trust, TECT Holdings Ltd, TECT Finance Ltd and TECT
Finance No. 2 LId are confrolled by TECT in that TECT has the capacity to conlrol their financing and operating
policies so as to obtain benefits from their activilies.

In lhe Parent Trust's separale Financial Slalements investments in subsidiaries are slated at cosl less any
impairment losses.

STATEMENT OF COMPLIANCE

The financial statements have been prepared in accordance with generally accepted accounling practice in New
Zealand and comply with New Zealand equivalents to Internalional Financial Reporting Standards (NZ IFRS) and
other Financial Reporting Standards as appropriate for profit oriented entities. Trustees have taken advice and
have determined that TECT does not meet the definition of a public benefil entity. The Trust Deed defines
‘Consumers' very strictly and therefore limits benefits o a very specific and narrow section of the public. For lhis
purpose the Trust has designated itself and the Group as profit-oriented'. The financial slatements also comply
with the International Financial Reporting Standards (IFRS).

The accounting policies have been consistently applied by TECT for all periods covered by this financial report.
CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparalion of financial statements in conformity with NZ IFRS requires the use of certain crilical accounting
estimales. It also requires Trustees to exercise Lheir judgement in the process of applying the Group's accounting
policies. In making these judgemenis, eslimates and assumptions conceming the future are made. The resulting
accounting estimates will, by definition, seldom equal the related actual results. The esiimates and assumplions
that have a significant risk of causing a malerial adjustment lo Ihe carrying amounils of assets and liabilities within
the next financial year are discussed below:;

Impairment of Assets

NZ IFRS requires that assets are carried al no more than their recoverable amount. This requires Trustees to
make judgements regarding amounls recoverable and provisions for impairment. Trustees must apply judgement
in assessing likely outcomes,

Income Taxes and Deferred Taxation

Judgement is required in determining the provision for income taxes and the ultimate determination is uncertain
until assessments are finalised. Judgement is also required in relation to the level of imputation credits likely to be
attached 1o fulure TrustPower dividends.

STATUS OF ACCOUNTING STANDARDS

Standards, amendments and interpretations adopted by the Group

The accounting policies adopted are consistent with those of the previous financial year, except that the Parent
and Group have adopted the following new and amended New Zealand equivalents to Inernational Financial
Reporting Standards (NZ IFRS) and International Financial Interpretations Committee (IFRIC) interpretalions since
1 April 2011.

Standards, Amendments and Interpretations to Existing Standards that are not yet effective and have not
been Early Adopted by the Group

Certain standards and interprelations have been issued bul are not yet effective and have not been early adopted
by the Parent and Group. The following summarises only those standards that may have an impact on future
financial statements of the Group.




Tauranga Energy Consumer Trust

~ Group Consolidated Financial Report

Notes to the Financial Report

For the Year Ended 31 March 2012

Managemenl anticipates thal all pronouncements will be adopted in the first accounting period beginning on or
after the effective date of each new standard. Information on new standards, amendmenls and interpretations that
are expected to be relevant to lhe Parent and Group financial stalements is provided below. Certain other new
standards and interpretations issued bui not yet effective Lhat are not expected to have a material impact on the
Parent and Group's financial statements have not been disclosed.

Standard/interpretalion

Effective date

Implication

IFRS 9 (2008} Financial
Instrumenls

1 January
2015

The |ASB and the XRB aim to replace NZ IAS 39 Financial
Instruments: Recognition and Measurement in its enlirety by
the end of 2012, with replacement standard (NZ IFRS

9). The new standard is being issued in phases, with early
adoption available as each phase is issued. To date, the
chaplers dealing with recognition, classification, measurement
and de-recognition of financial assets and financial liabilities
have been issued. These chapters are effective for annual
periods beginning on or after 1 January 2015. Further
chapters dealing with impairment methodology and hedge
accounting are still being developed.

Management have yet lo assess the impacl the standard is
likely to have on the recognition and measurement of financial
assets held by the Parent and Group. However, they do nol
expect lo implement the amendments until all chapters of NZ
IFRS 9 have been published and they can comprehensively
assess the impact of all changes.

Consclidation Standards:
NZ IFRS 10
Consolidated Financial
Statements

NZ IFRS 12 Disclosure of
Interests in Other Entities

1 January
2013

NZ IFRS 10 provides a revised definition of conlrol together
with accompanying guidance to identify an inlerest in a
subsidiary

NZ IFRS 12 integrates and makes consistent the disclosure
requirements for various types of investmenls, including
unconsolidated structured entities. It also introduces new
disclosure requirements about the risks to which an entity is
exposed from its involvement with structured entities.

Management have yet io assess the impact of these new and
revised standards on the Group's consolidated financial
statements.

NZ IFRS 13 Fair Value
measurement

1 January
2013

NZ [FRS 13 does not affect any items that are required lo be
fair-valued, but does clarify the definition of fair value and
provides related guidance and enhanced disclosures about fair
value measuremenis. Management have yet to assess the
impact of this new standard.

Amendments to NZ IAS 1
Presentalion of Financial
Statemenls

1 July 2012

The NZ 1AS 1 amendments require an entity to group items
presented in other comprehensive income info Lhose hat, in
accordance wilh other IFRSs:
» Wil not be reclassified subsequently to profit or loss;
and
»  Will be reclassified subsequently to profit or loss on
disposal when specific conditions are met.
Managemenl expects lhis will change the current presentation
of ilems in other comprehensive income; however it will not
affect the measurement or recognition of such items.
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Tauranga Energy Consumer Trust
Group Consolidated Financial Report

Notes to the Financial Report
For the Year Ended 31 March 2012

Standards, amendments and interpretations to existing standards that are not yet effective and have not
been early adopted by the Group

FRS 44 (2011} 1 July 2011 FRS 44 sels out New Zealand-specific disclosure for entities

New Zealand Additional that have adopted NZ I[FRSs and supports the objective of

Disclosures harmonising financial reporting standards in Australia and New
Zealand.

Management has not early adopted the Standard. In all
respects excepl for iming of recording Imputation Credits the
standard is expected to have no effect on the financial
statements.

SPECIFIC ACCOUNTING POLICIES

The following specific accounling policles which materially affect the measurement of financial performance and
financial position have been applied consistently to all periods presented in Ihe financial statements and
consistently by Group entities:

Taxation
Tax expense comprises current and deferred tax. Current tax and deferred tax is recognised in profit or loss
except to the extent that it relates to items recognised directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacled or subslantively enacted at the reporting dale, 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 assels and
liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax is not recognised on temporary differences associated with investments in subsidiaries because:

* The parent is able fo control the timing of the reversal of the differences; and
* They are not expected to reverse in the foreseeable future.

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

Goods and Services Tax
These financial statements have been prepared on a GST exclusive basis. TECT is registered for GST and GST
payable or receivable by TECT is shown in the Statement of Financial Posilion. Accounts Receivable and

Payable are shown inclusive of GST.

The subsidiary entities are not registered for GST and GST paid by those enlilies is shown as a separate
expense,

Foreign Currencies
Transactions in foreign currencies are inilially recognised in the functional currency of the relevant operating unit

at exchange rates at the date of the transaction. Foreign currency differences arising on translation are recognised
in profit or loss.
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Tauranga Energy Consumer Trust
Group Consolidated Financial Report

Notes to the Financial Report
For the Year Ended 31 March 2012

At reporting date, foreign monetary assets and liabilities are iranslated at the funclional currency closing rate and
exchange variations arising from these transaclions are recognised in profit or loss. Translation differences on
non-monetary items such as financial assets held at fair value through equity are reported as part of their fair
value gain or loss,

Financial Instruments

Financial instruments are recognised in Ihe Statement of Financial Position when the Group becomes party to a
financial contract. They include cash balances, bank overdrafis, receivables, payables, investments in and loans
to others, and term borrowings. In addition, the TECT Group is party to financiai instruments to meet financing
needs

a) Receivables and Payables
Receivables and payables are initially recorded at fair value. Subsequently they are measured at amortised cosl
using the effeclive interest method less provision for impairment.

b) Invesiments

TECT classifies its financial assets into the following four categories: financial assets at fair value through profit or
loss, held to maturity investments, loans and receivables, and available for sale. The classification depends on the
purpose for which the investments were acquired. Trustees determine the classification of TECT's investments at

initial recognition and re-evaluate this designation at every reporting date.

TrustPower Investment

TECT Group has determined that it does not have significant influence over TrustPower and has classified the
investment as ‘available for sale’. This investment is recognised at fair value on the Group's Statement of
Financial Position with movements being recognised in other comprehensive income except for impairments which
are recognised in profit or loss. Trustees have further determined Lhat the most appropriate measuremenl base of
fair value is based on the closing buy price of those shares which are actively fraded.

Redeemable Preference Shares - Tauranga City Aqualics Ltd

Redeemable Preference Shares - Tauranga City Aquafics Ltd is classified as loans and receivables with fixed or
determinable payments and fixed maturity date,

After inifial recognition this investment is measured at amortised cost using he effective interest method less any
impairment loss. Gains and losses when the asset is impaired or derecognised are recognised in profil or loss.

Redeemable Preference Shares issued by Tauranga City Aquatics were fully repaid in July 2011 and the shares
issued as security were cancelled.

ANZ Senior Bonds

ANZ Senior Bonds are classified as a held to malurity investment measured al amortised cost using the effective
interest rate method, less impairment losses.

Loans to Consumer Organisations

These loans are classified as loans and receivables and are interest free, repayable on demand. After initial
recognition they are measured at amortised cost using the effective interest rate method less any impairment loss
based on an assumed term of 5 years and interest at commercial rates. Gains and losses when the asset is
impaired or derecognised are recognised in profit or loss.

¢) Borrowings

Borrowings are initially recorded at fair value net of transaction cosls incurred, and subsequently at amortised cost
using the effeclive interest method.

All borrowing costs are recognised as an expense in the period they are incurred.

d) Derivatives
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Tauranga Energy Consumer Trust
Group Consolidated Financial Report

Notes to the Financial Report
For the Year Ended 31 March 2012

Derivalives are recognised inilialiy al fair value; atfributable fransaclion cosls are recognised in profit or loss as
incurred. Subsequent to initial recognilion, derivatives are measured at fair value. For derivative financial
instruments that do not qualify for hedge accounting, all changes in its fair value are recognised immediately in
profit or loss.

Revenue
Revenue is measured at the fair value of consideration received.

Finance Income

Finance income comprises interest income on funds invested (including available-for-sale financial assets),
dividend income, gains on the disposal of available-for-sale assets, fair value gains on financial assels at fair value
through profit or loss and gains on hedging instruments that are recognised in profit or loss.

Interest income is recognised as it accrues in profit or loss, using the effeclive interest melhod. Dividend income
is recognised in profit or loss on the date that the Group's right to receive payment is established, which in the
case of quoted securilies is normally the ex-dividend date. Dividends are shown net of impulation credits, and
dividends and interest are shown gross of withholding taxes paid.

Finance Expenses

Finance expenses comprise inferest expense on borrowings, losses on disposal of available-for-sale financial
assets, dividends on preference shares classified as liabilities, fair value losses on financial assets at fair value
through profit or loss, impairment losses recognised on financial assels (other than trade receivables), and losses
on hedging instrumenls thal are recognised in profit or loss.

Foreign currency gains and losses are reporied on a net basis as either finance income or finance cost depending
on whether foreign currency movements are in a net gain or net loss position.

Statement of Cash Flows

For the purpose of he Statement of Cash Flows, cash and cash equivalents includes cash on hand, current
accounls, deposils held at call with banks and other short term liquid deposils of less than 90 days not forming
part of the investment portfolio, net of bank overdrafis.

In the Statement of Cash Flows, dividends are shown net of wilhholding taxes paid and imputation credils,
because only the net amount was received in cash by the TECT Group.

Impairment of Assels

The carrying amounts of the Group's assels are reviewed al each reporling dale to determine whether there is any
indication of impairment. If such indicalion exists, the assel's recoverable amounl is estimated. If the estimaled
recoverable amount of an asset is less than its carrying amount, the asset is writlen down lo its eslimated
recoverable amount and an impairment loss is recognised in profil or loss.

Estimated recoverable amount of investments and receivables carried at amortised cosl is calculated as lhe
present value of estimated future cash flows, discounted at their original effective interest rate. Receivables with a
short duration are not discounted.

Provisions

A provision is recognised if, as a resull of a past event, the Group has a present legal or conslructive obligation
thal can be estimated reliably, and il is probable lhat an outflow of economic benefits will be required to settle the
obligation.

Provisions are delermined by discounling the expected future cash flows at Ihe pre-tax rate that refiects current
market assessments of the lime value of money and risks specific to the liability.
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TECT Group Equity

TAURANGA ENERGY CONSUMER

_TECT Group TRUST
B 2011 2012 2011
Accumulated Final Surpluses $ 3 3
(including initial share gift 1993 of $42.5 million):
Balance at Beginning of Year 90,184,918 534,317 616 561,650,017
Tolal Surplus After Taxation 33,630,702 274,016 B1,156
Consumer Distribulions Written Back 151,036 - 151,036
123,966,656 534,591,632 561,882,209
Less Transfers to Reserves for Dislribulion (30,875,000) (28,555,489) {27,564,593)
$93,091,656 $506,036,143 $534,317616
Fair Value Reserve
Balance at Beginning of Year 580,180,602 - S
Current Year Revalualion - TrustPower Shares (4,155,153) - o
Deferred Tax on Fair Value Movements -

TruslPower Shares 1,246,546 - .
Change in Tax Rate 2,695,055 - -
Change in Eslimate of Deferred Tax on

TrustPower Shares - - -

$579,967,050 5 - 3 -

Reserves for Distributions: {Note 16)
Major Amenities 1,583,660 1,639,660 1,583,660
Community Amenities 710,620 754,469 710,620
Community Events 195,872 {19,326) 195,872
Community Special Projects 924,415 602,541 994,415
Energy Efficiency (374,988) 25,012 {374,988)
Community Organisation Subs - Unallocaled 424,233 687,282 424,233
$3,533,812 $3,689,638 $3,633,812
Total Trust Equity $676,592,518 $509,725,762 $537,851,428
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3 INVESTMENTS

(a) TrustPower Limited
Fair value has been assessed at $7.25 per share ($7.20 per share 2011), being the closing buy quotalion on 31 March
2012 (being last business day of month}. No allowance has been made for commissions payable on any disposal of
shares. Values adopted being:

TECT Group
e 2011
§

Opening Balance 752,082,787
Addf{Deducl) Current Year Change in Valuation {4,165,163)
Closing Balance 103,878,838 shares @ $7.25 per share

{2011: 103,878,838 shares @ $7.20) § 747,927,634

(b} ANZ Senior Bonds

Opening Balance 1 April 2011 {Face Value $3m, Interest @ 8.5%) 3,053,302
Plus Effective Interest 5,212
Closing Balance 31 March 2012 $ 3,058,514

(c) Redeemable Preference Shares - Tauranga City Aquatics Limited (TCAL)
In February 2006, TECT resolved fo invest $4 million for a period of 5 years with Tauranga City Aquatics Limited (A
TCC Council Conirolled Organisation) in redeemable preference shares, with the return fixed at the issue date at
8.4975% being the 90 Day Bank Bill rate at that date plus a margin of 1%. The RPS were redeemed in full on 25 July
2011.

{(d) Loans to Consumer Organisations
From time to time TECT advances funds to Consumer organisations at low interest rales or interest free. These loans
are classified as loans and receivables and, after initial recognition, are measured at amortised cost using effective
interest rate methed less any impairment loss. For the purposes of calculating amoriised cost a term of 5 years and
interest rate applying to the ANZ swap at inception date of lhe advance are assumed.

{e) Fair Value Adjustment of Interest Free Loans

TECT Group
[ 2011
¥

Opening Balance 250,000
Plus Advances - Elms Foundation Loan 644,000

- Paradise Point Development Trust Loan 200,000
Less Transfers - Elms Foundation -

- YMCA
Add/(Deduct) Current Year Effective Interest Rate Adjuslment {260,305)
Closing Balance $833,695
Comprising;
YMCA Loan 213,622
Elms Foundalion Loan 476,061
Paradise Point Development Trust Loan 144,012

$833,695




Notes to the Financial Report
For the Year Ended 31 March 2012

FINANCIAL INSTRUMENTS

Bank accounls, short term deposits, investments in shares and funds, accounts receivable and accounts payable
and advances to subsidiaries are financial instruments.

Credit Risk

Credit risk is the risk of loss that arises from a counterparty failing to meet their obligalions in full and on time. It
arises principally on cash and cash equivalents, short term deposils, advances, ANZ Senior Bonds and loans
receivable.

The Trusl's policy over credit risk is to minimise ifs exposure to counterparties with perceived higher risk of default
by dealing only with counterparties meeting the credit standards set out in the Statement of Investment Policies
and Objectives (“5IPO") and by taking collateral. Credit risk is monitored regularly by the Trustees to minimise the
credit risk. Term deposils are held with Westpac, Bank of New Zealand, ASB, KiwiBank and ANZ Bank. These
financial inslitutions have inveslment grade ralings and are considered repulable by the Trustees.

The maximum exposure to credit risk is represented by lhe carrying value of each of the above financial assets in
the Statement of Financial Position at the reporting date.

Short Term Deposits (Less
than 90 Days) _ 2012 : 2011
These comprised: I e Term Rate 3 Term Rate
TECT

Weslpac

Call 3.10% Call 3.10%

Total Short Term Deposits
{Less than 90 days)

Short Term Deposits
{Other) 2012 2011
These comprised: R Term Rate $ ' Term Rate
TECT

Westpac

BNZ

Kiwibank

ASB

Accrued Interest

102 days 4.20%
160 days 4.48%

104 days 4.55%
170 days 5.20%
181 days 5.20%
120 days 4.25%

TECT Holdings Ltd
ANZ Bank (Note 15)
Accrued Interest

gmonths 4.12%

Total Short Term Deposits
{Other)

Interest Rate Risk

Interest rate risk is the risk that the value or future value of cash flows from a financial instrument will fluctuate
because of changes in interesl rates.

Page 14
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FINANCIAL INSTRUMENTS (cont'd)
TECT is subject to interest rate risk where short term deposits and investments in bonds are sensitive to changes
in interest rates.

TECT Finance Ltd has entered into an interest rate swap for $27.5m lo mitigate interest rate risk on the funds
borrowed from ANZ Bank. The value of the swap is shown in the Statement of Financial Posilion at fair value
based on mark to market at lhe reporting date. This swap matures 15 December 2012. TECT Finance has
entered into lhree further swaps of $5m each commencing from 15 December 2012. These swaps malure in
December 2015, 2017 and 2019 respectively.

Sensitivity Analysis

An increase of 100 basis points in interest rates on deposits would have resulted in an increase in before tax nel
surplus of $231,384 in TECT and an increase of $244,180 in the Group.

An increase of 1% in the TrustPower share price would have resulted in an increase in total comprehensive
income of $5,235,494 in the Group.

An increase of 100 basis points in interest rates on borrowings would have resulted in a decrease in before tax net
surplus of $40,256 in TECT and $500,710 in the Group.

Foreign Currency Risk

Currency risk is the risk of change in fair value of financial instruments due to Rucluations in foreign exchange
rates. TECT currently holds no investments denominated in foreign currencies.

Liquidity Risk

Liquidity risk represents the Group's ability to meet its contractual obligations. The Group evaluates its liquidily
measurements on an ongoing basis. TECT Group generates sufficient cash flows from its activilies to meet its
obligations arising from its financial liabililies.

The foilowing are the contraclual maturities of TECT Group's and TECT's financial liabilities, including estimated
interest payments:
Tauranga Energy Consumer

TECT Group Trust
2012 2011 2012 2011

Non Derivatives $ 5
6 Months or Less 4,049,915 1,321,643
6-12 Monlhs 2,824 893 4,785,416
1-5 Years 67,100,090 1,482,934
Over 5 Years -

$73,974,898 $7,589,993
Carrying amounl per
Statement of Financial
Position $61,178,945 $7,589,993
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Tauranga Energy Consumer

TECT Group Trust
2012 2011 2012 2011

Derivatives $ $

6 Months or Less 604,187

6-12 Monlhs 365,984

1-5 Years 159,463

Over 5 Years - ;

Market Price Risk

Market price risk is the risk hat changes in market prices, such as equity prices, will affect the Group's profit or
valualion of net assets. The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimising the return on risk.

The TECT Group has the majority of its funds invested in TruslPower shares, therefore there is a concentralion of
market risk associated with this investment.

The risk is monitored by ihe policies and procedures oullined in the Group's SIPO. The Group's SIPO slipulates
value ranges [hat may be held in equities, property, fixed interest and cash. Investmenis are reviewed regularly
by the Truslees.

The TECT Trust Deed requires that Trustees carry out a Consumer Consultation before selling more than 5% of
TECT's base level securities (87,466,000 shares) and requires TECT to wind up if it holds less than 5% of the total
share capital of the company. Truslees have a policy lo consult with Consumers at five yearly intervals on the
retenlion of the securities. In 2008 Trustees resolved to retain TECT's 33% shareholding in TrustPower, subject to
continued monitoring, with the right for Trustees to sell down the shareholding without Consumer Consultalion io
not less than 26.36% if itis in the best interests of TECT and its Consumers.

Other Market Price Risk
The Group is not exposed lo substantial olher market price risk arising from financial instruments.

Fair Value
All financial instruments are shown al values equivalent to iheir fair values.

Fair Valua Hierarchy
The table below analyses financial instruments carried at fair value, by valvation method. The different levels
have been defined as follows:

Level 1: quoted prices {unadjusted) in active markels for identical assels or liabilities.

Level 2:  inputs other than quoted prices included within Level 1 thal are observable for the asset or liability,
either directly {ie as prices) or indirectly (ie derived from prices).

Level 3:  inputs for the assel or liability that are not based on observable market data (unobservable inputs).

31 March 2012
Shares in TrustPower
Interesl Rate Swaps - ANZ Bank

31 March 2011
Shares in Trus|Power
Interest Rate Swap - ANZ Bank
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5 TAXATION
Cosolidated TECT
- 2011 2012 2011
$ $ $
Surplus Before Taxation 35911,218 503,125 174,010
Add Non-Deduclible Expendilure 319,103 256,940 318,934
Imputation Tax Credits 11,679,276 32,407 104,205
47,909,597 792,472 597,149
Less
Deductible Distribulion Payments (1,314,331} 5 o
Tax Amorlisation of Loan Fees {10.589) - y
Charitable Trust Income
Exemption L {187,061) = R
[ $ 46,397,616 $792,472 $597,149
Current Tax Charge (a)
13,937,199 261,516 197,059
Less Imputation Tax Credits (11,679,276) {32,407) {104,205)
Change in Tax Rale {b) 22,593 - -
Income Tax Expense $2,260,516 $229,109 $92,854
Current Tax Expense
Taxation Payable currenl pericd 2,682,714 158,077 178,755
Adjustment fo Prior Period c - .
2,682,714 158,077 178,755
Deferred Tax Expense
Deferred Tax Expense {424,791) 71,032 (85,901}
Change in Tax Rate 22,593 - 8
Total Deferred Tax Expense I (402,198) 71,032 (85,901)
Tax Expense per Statement of |
Comprehensive Income $2,280,516 $229,109 $92,854
Imputation Credits Claimable
Total Imputation Credits 11,679,276 32,407 104,205
Less ICs distributed to tax exempt |
beneficiaries - - 2
Total ICs claimable as Tax Credit $11,679,276 $32,407 $ 104,205
{a) TECT is a Trust and pays tax af 33%; the TECT Group companies pay fax at 28%. No tax is payable by TECT Charitable
Trust.
{b} On 20 May 2010, the New Zsaland Government announced its 2010 budget. The legislation was substanfively enacted on 21

May 2010 and received Royal Assent on 27 May 2010. The Company tax rate was reduced from 30% to 28% from the starf of
the 2011/2012 reporting period. The effect of this change was reflected in these financial statemenis, (2011 comparative
figures), being a dabit fo tax axpense and a corresponding credif in deferred fax asset of $22,593 and a credil to fair value
reserve and a debil to deferred tax fability of $2.695.055 (see Note 12).
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IMPUTATION CREDITS
As TECT is not a company il does not have an imputation credit account.

TECT Holdings Limited, TECT Finance Limited and TECT Finance No. 2 Limited are registered as a Group for
ICA purposes. As at 31 March 2012 the Group had Imputation Credits available of $30,361,143. {2011:
$16,641,276).

_ Group
N 2011
Imputation Credit Account 3
Opening Balance 1 Apiil 1,855,287
Plus ICs on Dividends Received 11,575,071
Income Tax Paid 3,210,918
$16,641,276

Closing Balance 31 March

COMMITMENTS AND CONTINGENCIES
The TECT Group had no commitments or contingencies at the end of the financial year (2011: Nil).

PROVISION FOR DISTRIBUTIONS
Tauranga Energy Consumer
TECT Group Trust
012 2011 2012 2011
$ $ $

Opemng Balance 10,508,153 3,101,262 10,474,378
Plus Dislributions Approved 29,973,275 28,399,662 26,662,868

Distributions Approved 2010 500,000 - 500,000
Less Consumer Dislributions

Written Back (151.038) - (151.038)

40,830,392 31,500,924 37.486.210
Less Distributions Paid (35,733,085) {27,890,522) (34,384,948
Closing Balance End of Year $5,097,337 $3,601,402 $3,101,262
Distributions not yet uplifted:
Major Community Amenities 1,000,000 1,800,000 1,000,000
Communiily Amenities 1,763,166 223,272 453,428
Community Events 206,462 14,534 8,210
Community Special Projects 279,210 250,000 193,125
Energy Efficiency 500,000 - 100,000
Community Organisation
Subsidy Scheme 793,609 625,062 793,609
Direct Consumer Distributions 554,890 697,534 554,850
$5,097,337 $3,610,402 $3,101,262

Payment of grants is generally conditional upon the organisation obtaining the full amount of funds required to
complete the project. TECT does not release funds until all conditions imposed by Trustees have been met.
Grants are normally paid out within two years except in exceptional circumstances where Trustees may allow an
extension of lime or in the case of major projects which may require longer time frames for completion.
Community Organisation Subsidies are paid within 12 months of approval unless an extension of lime is approved
by Trustees.
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SUBSIDIARIES

TECT Charitable Trust
On 27 March 2002 TECT settled a Charitable Trust called TECT Charitable Trust. TECT Charitable Trust is
registered under the Charities Act 2005 and has donee status.

The purpose of the TECT Charitable Trust is to benefit only charitable purposes of "Charitable Consumers”
defined in Clause 1.1 of the TECT Charitable Trust Deed. TECT Charitable Trust is enlitled o receive
distributions of beneficiary income from TECT. TECT Charitable Trust is governed by the TECT Trustees.

TECT Charitable Trust has advanced funds to TECT. At 31 March 2012 the balance of the advance from TECT
Charitable Trust was $4,140,074 (2011: $3,911,205) This advance is unsecured, repayable on demand and has
inlerest charged at FBT non concessionary interest rates as at the lime the advance paymenls are made. Interesl
on the advance lotalled $231,308 in the current year.

TECT Holdings L.imited (THL)

The balance of the loan at 31 March 2012 was $494,995,228 after offselting advances made by TECT Holdings
Ltd to TECT (2011: $519,446,724). The loan is interest free, on demand. The loan is not expecled o be repaid
within 12 months.

TECT Finance Limited (TFL})

In January 2007 TFL borrowed $85 million from Arawala Finance Limited (an ANZ Bank Subsidiary) to fund the
purchase of 14 million TruslPower shares plus legal and financing costs. $82.6 million was on-lent to THL under
the 'Intercompany Loan Agreemenl' for the purchase of 14 million TrustPower shares. This loan was refinanced in
December 2009 by a new advance from ANZ of $55 million and repayment of $30 million. Furlher repayment of
$12m was made during the year ended 31 March 2012.

TECT Finance No, 2 Limited (TF2L)
TF2L was established as a shelf company to be ulilised at the redemption date of the RPS, if required.

TF2L received funds from TECT during Lhe year. Al 31 March 2012 the balance of the advance from TECT was
$3,111 (2011: $2,936). This advance is unsecured, repayable on demand and has interest charged at the FBT
non concessionary rates as ai the lime lhe advance paymenls are made. Inferesl on lhe advance totalled $175 in
the current year (2011: $168).

LOAN - ANZ Bank:

ANZ Bank Term; $156.5m : 3 years, maturing 15 December 2012
$27.5m : 6 years, maturing 15 December 2015
Security: 22.5 million TrustPower Shares valued at
$163 million

Loan balances are valued at amortised cost using the effeclive interest rale method. Interest raies have not been
disclosed due to commercial sensitivity.

INTEREST RATE SWAPS - ANZ BANK

ANZ Bank - Interest Rate Swap Term: 3 years, maturing 15 December 2012
Natfional amount: $27.5 million
Mark to Market: $594,038 (2011: $1,129,634)
ANZ Bank - Interest Rate Swap Term: 3 years, maturing 15 December 2015
(commencing 14.12.12) Notional ameunt: 35 million
Mark to Market: ($27,557) {2011: Nil)
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ANZ Bank - Interest Rate Swap Term: 5 years, maturing 15 December 2017
{commencing 14.12.12) Notional amount: $5 million

Mark to Markel: ($34,652) (2011; Nil)
ANZ Bank - Interest Rate Swap Term: 7 years, maluring 15 December 2019
{commencing 14.12.12) Nolional amount: $5 million

Mark to Market: ($22,685) (2011: Nil)

12 DEFERRED TAX ASSET/LIABILITY

Deferred Tax shown in the Stalement of Financial Position arises from revaluation of financial instruments to fair

value.
TECT Group Tauranga Energy
Consumer
2011 2012 2011
$ $ $

Opening Balance (41,672,360} 85,901
Plusi{Less):
Deferred Tax Adjustments through
Income Statement
Fair Value Adjustmenl of Investments 85,901 (71,033) 85,901
Fair Value Adjustment of Swap 338,890 - -
Adjustment for Change in Tax Rate (22,593) - -
Prior Year Adjustment - -
Deferred Tax Adjustments through
Equity
Fair Value Movement -

TrustPower shares 1,246,546 -
Change in Estimate of Deferred Tax on

TrustPower shares (j) - - -
Adjustment for Change in Tax Rate 2,695,055 - =
Closing Balance End of Year (§37,328,561) $14,868 $ 85,901

(i) During 2012 a re-estimation of the deferred tax liability arising in relation to the fair value movemenls in

TrustPower shares was made, which was based around the level of imputation credits likely to be attached to
future dividends. The Truslees now consider there is more clarity and certainty about lhe level of impulation
credits which will likely be attached to dividends received. This resulted in a significant reduction in the deferred
tax liability provided on the fair value adjustment. The eslimated level of imputation credits will be reviewed at
each reporting date.
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Deferred tax assets and liabililies are attributable to the following:

GROUP
Assets Liabilities Net
2012 2011 2012 2011 2012 2011
$ $ $ $ $ $
Available-for-sale
financial assels - (7,948,970) {37,730,759) (7,948,970} (37,730,759)
Derivatives 316,297 - - 318,297
Loans and
receivables 14,868 85,901 - - 14,868 85,901
Tax assets
{liabilities) 14,8568 402,198 {7,948,970) {37,730,759) {7.934,102) {37,328,561)
Set off of tax (14,868)  (402,198) 14,868 402,198 - -
Net tax assets
(liabilities) - - ($7.834102)  ($37,328,561) ($7,934,102)  ($37,328,561)
PARENT
Assels Liabilities Net
2012 2011 2012 2011 2012 2011
$ $ $ $ $ $

Loans and receivables 14,868 85,901 - - 14,868 85,901
Tax assets (liabililies) 14,868 85,901 - - 14,868 85,901
Sel off of {ax
Nel lax assels
{liabilities) $14,868 $85,901 514,868 $85,901

RELATED PARTY TRANSACTIONS

Mr Michael Cooney is the Chairman of Tauranga Energy Consumer Trust (TECT) and TECT Charitable Trust and
is @ Director on the Board of each of the TECT Group's subsidiary companies. Mr Cooney is also a Director of
TrustPower Limited. The TECT Group owns 103,878,838 shares in TruslPower Limited and during the year
received dividends of $41,551,535 (2011: $39,473,958). Refer to Note 3(a) for further details of the TECT Group

investment in TrustPower Limited.

Refer lo Note 9 for lransaclions between the entities lhat form part of the TECT Group.

Trustees are required to be Consumers as defined in TECT's Trust Deed and are therefore beneficiaries of TECT
and accordingly are relaled parties. All transactions with related parties are underiaken in the normal course of

business on normal commercial terms.

No related party debts have been forgiven or written off during the year.

From time to time, applications for granls are received by TECT from organisations in which TECT Truslees have

aninterest, In these sifuations, Truslees adhere to the guidance in TECT's Code of Praclice and remove

themselves from the decision making process to ensure no conflict of interest oceurs.
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14 RESERVES FOR DISTRIBUTIONS

Tauranga Energy Consumer

TECT Group Trust
Summary: 2011 2012 2011
$ $ $

Opening Balance 2,632,087 3,533,812 2,632,087
Plus Allocated - Annual Distribution 30,875,000 28,552,310 27,564,593
Plan

33,507,087 32,086,122 30,196,680
Less Transfers o Provisions &
Payments (30,340,931} {28,463,181) {27,030,524)
Plus Wrile Back {0 Reserve 367,656 66,697 367,656
Closing Balance End of Year $3,5633,812 $3,680,638 $3,533.812

Tauranga Energy Consumer

This comprises: Trust
Major Amenities 2011 2012 2011
$ $ $
Opening Balance 583,660 1,583,660 583,660
Plus Allocated - Annual Dislribution 1,000,000 856,000 1,000,000
Plan
1,583,660 2,439,660 1,583,660

Less Transfers lg Provisions &
Payments (800,000)
Plus Wrile Back Io Reserve - - -

$1,583,660 $1,639,660 $1,583,660

Closing Balance End of Year

Tauranga Energy Consumer

TECT Group Trust

Community Amenities 12 2011 2012 2011
Opening Balance 1,241,286 ?10,620 1,241.286
Plus Allocated - Annual Distribution 1,500,000 331,000 1,500,000
Plan

2.941,286 1,041,620 2,941,286
Less Transfers to Provisions &
Payments (2,380,666) (287,643) (2.380,666)
Plus Write Back fo Reserve 150,000 492 150,000
Closing Balance End of Year $710,620 $754,469 $710,620
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14 RESERVES FOR DISTRIBUTIONS {cont'd)

Community Events

Opening Balance
Plus Allocaled - Annual Distribution Plan
Reallocation from Special Projects

Less Transfers to Provisions & Paymenis
Plus Write Back io Reserve
Closing Balance End of Year

Community Special Projects

Opening Balance
Plus Allocated - Annual Distribution Plan
Less Reallocaled to Communily Evenls

Less Transfers lo Provisions & Payments
Plus Write Back lo Reserve
Closing Balance End of Year

Scholarship Fund

Opening Balance
Plus Allocated - Annual Dislribution Plan

Less Reallocaled lo Communily
Organisalion Subsidies

Less Translers lo Provisions & Paymenls
Closing Balance End of Year

TECT Group Tauranga Energy Consumer Trust
2011 2012 2011
$ ] $
(122,814) 195,872 {122,814)
300,000 {63,378) 300,000
200,000 200,000
377,186 132,494 377,186
(333,914) {155,000) (333,914}
152,600 3,180 152,600
$195,872 {$19,326) $195,872
TECT Group Tauranga Energy Consumer Trust
: 2011 2012 2011
$ $ $
530,913 994,415 530,913
1,000,000 (46,312) 1,000,000
{200,000) - {200,000)
1,330,913 948,103 1,330,913
(337,815) (345,562) (337,815)
1,317 - 1317
$994,415 $602,541 $994,415
Tauranga Energy Consumer Trust
2011 2012 2011
$ $ $
42,000 - 42,000
(34.000) S {34,000
8,000 - 8,000
{8,000 g (8,000)
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14 RESERVES FOR DISTRIBUTIONS (cont'd)

Group Tauranga Energy Consumer Trust
2011 2012 2011
Energy Efficiency $ $ $
Opening Balance 25,012 {374,988) 25,012
Plus Allocated - Annual Dislribulion
Plan - 400,000 -
25,012 25,012 25,012
Less Translers to Provisions &
Payments (400,000} - {400,000)
Closing Balance End of Year {8374,988) $25.012 {$374.988)
TECT Group Tauranga Energy Consumer Trust
2011 2012 2011
Community Organisation Subsidies $ $ $
Opening Balance 132,030 424,233 132,030
Plus Allocaied - Annual Distribution 1,200,000 1,200,000 1,200,000
Plan
Plus Reallocaled from Scholarship
Fund 34,000 - 34,000
1,366,030 1,624,233 1,366,030
Less Translers to Provisions &
Paymenls (1,005,536) {999,976} (1,005,536}
Plus Wrile Back to Reserve 63739 63,025 63,739
Closing Balance End of Year $424,233 $687,282 $424,233
TECT Group Tauranga Energy Consumer Trust
2011 2012 2011
Consumer Distributions $ $ $
Opening Balance - - -
Plus Allocated - Annual Distribution 25,875,000 25,875,000 25,875,000
Plan
25,875,000 25,875,000 25,875,000
Less Transfers lo Provisions &
Payments (25,875,000 (25,875,000) (25,875,000
Closing Balance End of Year 50 30 $0
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Capital Management
The TECT Group's capital includes Trust Capital, Share Capital, Reserves for Dislributions and Fair Value
Reserve.

The Group's policy is to maintain a strong capital base 50 as lo sustain current distributions and further
development of lhe TECT Group to provide benefits fo Consumers.

The TECT Group is subject to externally imposed capital requirementls under the Common Terms Agreement (as
amended, novaled and restated on 15 December 2009} between ANZ National Bank Ltd, Arawata Finance Lid,
TECT Finance Ltd, TECT Holdings Lid and ANZ National Bank Ltd (as Security Agenl). TECT Holdings was
required to maintain a Debl Service Reserve Bank Account with a credil balance at all times equal to or greater
than the debt service for the following 6 months (see Note 4}. Following repayment of $12m in August 2011 the
bank agreed to waive the requirement to maintain a Debt Service Reserve Bank Account. TECT Holdings Ltd is
required to maintain a Dividend Escrow Bank Account for the deposit of dividends received from TrustPower on
those shares used as security for the ioan. Payments from the Dividend Escrow Bank Accounl are payable twice
yearly provided that financial covenants are met and there has been no event of default or review.

The Group's policies in respect of capital managemenl and allocation are reviewed regularly by the Board of
Truslees.

There have been no malerial changes in the Group's management of capital during the period.

Financial Covenants are sel out in the table below. No covenants were breached during the year.

Compliante
Covenant Level
Borrower Dividend Cover Ratio 212
Owner Debt Ratio <70
Interesl Cover Ratio 3225
Gearing Ralio 250%
Shareholders' Funds H[ﬂﬂ;;gﬁ?pﬂﬂ
Borrower Total Debt <§55m
Loan to Value Ratio 222
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Independent auditor’s report

To the Trustees of Tauranga Energy Consumer Trust
Report on the trust and group financial statements

We have audited the accompanying financial statements of Tauranga Energy Consumer Trust
("the trust”) and the group, comprising the trust and its subsidiaries, on pages 2 to 25. The
financial statements comprise the statements of financial position as at 31 March 2012, the
statements of comprehensive income, changes in equity and cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory information, for both
the trust and the group.

Trustees' responsibility for the trust and group financial statements

The trustees are responsible for the preparation of trust and group financial statements in
accordance with generally accepted accounting practice in New Zealand and International
Financial Reporting Standards that give a true and fair view of the matters to which they relate,
and for such internal control as the trustees determine is necessary to enable the preparation of
trust and group financial statements that are free from material misstatement whether due to
fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these trust and group financial statements based
on our audit. We conducted our audit in accordance with International Standards on Auditing
(New Zealand). Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the trust and group financial
statemnents are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the trust and group financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the trust and group’s preparation of the financial
statements that give a true and fair view of the matters to which they relate in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the trust and group's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates, as well as evaluating the presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Partners and employees of our firm may also deal with the trust on normal terms within the
ordinary course of trading activities of the business of the trust. These matters have not impaired
our independence as auditor of the trust. The firm has no other relationship with, or interest in,
the trust.

Opinion
In our opinion the financial statements on pages 2 to 25:
e comply with generally accepted accounting practice in New Zealand;

*  comply with International Financial Reporting Standards;
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*  give a true and fair view of the financial position of the trust and the group as at 31 March
2012 and of the financial performance and cash flows of the trust and the group for the year
then ended.

Report on other legal and regulatory requirements

In accordance with the requirements of sections 16(1)(d) and 16(1)(e) of the Financial
Reporting Act 1993, we report that:

¢ we have obtained all the information and explanations that we have required; and

* in our opinion, proper accounting records have been kept by Tauranga Energy Consumer
Trust as far as appears from our examination of those records.

Koy

19 June 2012
Tauranga
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