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INTRODUCTION

This Statement of Corporate Intent sets out the Company’s intentions and objectives for
the financial year ending 31 March 2017 and the two succeeding financial years.

Waipa Networks dream is:

“To be recognised in our community as a leader in
life improving energy services and solutions.”

And our focus is to:
“Deliver power safely all day every day.”
Our Greatest Imaginable Challenge is:

“Connected Consumers to receive a distribution
equivalent to the total Waipa Networks
line charges.”

The primary objective of the Company is to be a successful business. It will do this by:

= providing customers with outstanding service and solutions,

= providing value for money,

= operating in an environmentally friendly and sustainable fashion,

= being aware of technological changes which could impact the business model,

= pricing Line Function Services to ensure connected consumers are charged
equitably to achieve sustainable profit levels, and

= having regard to the efficient use of energy.

Throughout this document reference is made to Shareholders. The Shareholders are the
Waipa Networks Trustees who hold 100% of shares in Waipa Networks for and on behalf
of Connected Consumers.

The Company seeks to be a top performing lines company exercising a philosophy
appropriate to its ownership structure, a safe and good employer, and a good corporate
citizen.




OBJECTIVES OF WAIPA NETWORKS

Commercial

Waipa Networks is committed to operating a successful business to further the
interests of its Connected Consumers, including the achievement of its Greatest
Imaginable Challenge.

The Board of Directors will ensure Waipa Networks effects appropriate strategies
for its long term success. This will mean diversifying its portfolio of investments
over time to spread risk and achieve the Company’s Greatest Imaginable Challenge
of: “Connected consumers receiving a distribution equivalent to the Waipa Networks
total line charges.”

To protect the value of the Shareholders’ investment Waipa Networks will;

e Undertake new investments which over their life will increase the commercial
value of the business. Undergrounding network assets for environmental and
security of supply reasons may override this objective.

o Keep abreast of technology with the ability to impact on our business, develop
strategies to respond appropriately to these challenges and exploit the
opportunities they present.

e Ensure the addition of new distribution capacity will be matched as closely as
possible to actual and forecast market demand.

e Develop shorter network capital investment horizons to mitigate against assets
being stranded by developing technologies.

e Focus on reducing operating costs and optimising use of capital to achieve
commercial efficiency and effectiveness while at all times providing outstanding
service and solutions.

e Prudently manage assets, liabilities, risks and costs.

¢ Manage an efficient and competitive contracting division to install services within
Waipa Networks’ distribution area and beyond.

e Seek new business opportunities in life improving energy services and solutions,
building on the core competencies of network design, management and network
utility contracting.

e Preserve the Company’s commercial position at the time of any regulatory reset,
and maintain Company value.

e Extend our portfolio of unregulated businesses.

The 2015 SCI advised:

The Capital of the Company will be fully committed to further investment in
Waikato Networks Limited and building a second supply line for Te Awamutu for
the duration of this SCI and beyond. Seeking new investments in non-
regulated businesses is therefore in abeyance at this time.

This continues to be the case. The Company successfully designated the route of
the new line and achieved all of the necessary consents to commence construction
at the beginning of 2015. Construction is progressing on time and on budget. The
line is due for completion and commissioning in June 2016.




Energy Efficiency

Waipa Networks believes energy efficiency is desirable to ensure affordable and
reliable supplies of energy are available for consumers in the future. This is
important in helping us achieve our dream of being recognised in our community as
a leader in life improving energy services and solutions.

e When purchasing new network assets Waipa Networks will base its decisions on
the total life time costs including energy losses.

e The use of energy efficient technology by connected consumers will be
encouraged.

Specific targets for 2016 were:

» Continue to measure the carbon footprint for the Harrison Drive depot.
(Achieved)

» Continue to develop strategies to reduce our overall carbon footprint.
(Ongoing)

» Create new environmental targets.
(Achieved)

» Sponsor efficiency and conservation of energy education in local schools.
(Achieved)

In August 2014 the company (including Waikato Tree Services) was audited under
the Enviro-mark® programme and retained its Gold standard accreditation. This
accreditation has been successfully retained.

In addition in the last year the Company has:

«» Advised consumers through traditional paper media on:
= Energy efficiency
= Energy conservation

% Produced educational videos aimed at school children which are available on
our website.

+ Purchased transformers based on their lifetime costs including the energy
costs.

«» Constructed and re-conductored distribution lines to reduce losses as
appropriate.

Specific targets for 2017 are:

*
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Continue to measure the carbon footprint for the Harrison Drive depot.

Continue to develop strategies to reduce our overall carbon footprint.

Review environmental targets.

Provide pricing signals to connected consumers which enable sound economic
decisions to be made regarding investment in new technologies such as
photovoltaic generation, battery storage and electric vehicles.
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Customer Service

Waipa Networks believes in providing outstanding service and solutions to both
Energy Retailers and Connected Consumers.

Waipa Networks will not discriminate between Energy Retailers accessing and
using the distribution network and will seek to maintain good working
relationships at all times.

Development of business systems and staff training will continue to reinforce the
culture of the organisation to maintain the focus on our community as being “a
part of us”.

If a customer relationship breaks down seek an early resolution to the problem;
and provide a free dispute service through the Electricity and Gas Complaints
Commissioner.

Specific targets for 2016 were:

>

Resolve 95% of complaints using the Company’s Complaints Resolution
Process without escalation to the Electricity and Gas Complaints Commissioner.
(Achieved)
Achieve a minimum 90% overall satisfaction rating in the annual independent
customer survey.
(Achieved)
Continue to negotiate updated Use of System Agreements with energy retailers.
(Continuing — a number of new contracts have been signed)

In the last year the Company has:

Continued an upgrade of information systems to allow field service staff to locate
customer properties and resolve power faults sooner. With the Te Awamutu area
now complete, data collection has begun in the Cambridge area.

Signed three new Use of System agreements based on the Electricity Authority
Model.

Specific targets for 2017 are:

K/
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Resolve 95% of complaints using the Company’s Complaints Resolution
Process without escalation to the Electricity and Gas Complaints Commissioner.

Achieve a minimum 90% overall satisfaction rating in the annual independent
customer survey.

Continue to negotiate updated Use of System Agreements with energy retailers.

Security of Supply

Waipa Networks will provide a reliable electricity distribution network as detailed in
Appendix 2. It will seek to do this by prudent investment in:

The management of trees close to power lines.
Employing Live Line working techniques.
Distribution system automation.

Appropriate security of supply for all customers.




Specific targets for 2016 were:

» Continue work on the second supply for Te Awamutu with the aim of
commissioning it before the next Transpower planned outage on their line in
2016.

(Project on target to achieve 2016 completion date)
» Continue asset surveys, preventative maintenance and tree cutting on the
network.
(Partially achieved)
» Install automation devices to further sectionalise the network.
(Achieved)
» Continue the replacement of older switching equipment and transformers.
(Achieved)

Specific targets for the next twelve months are:

« Complete work on the second supply for Te Awamutu with the aim of
commissioning it before the next Transpower planned outage on their line in
2016.

+ Continue asset surveys, preventative maintenance and tree cutting on the
network.

+ Install automation devices to further sectionalise the network with a focus on
automated open point switches for faster restoration of supply.

+» Continue the replacement of older switching equipment and transformers.

Compliance Issues

The Directors will continue to monitor compliance with all relevant legislation and
regulations.

Compliance with regulations, and prudent management of regulatory risk, is
incorporated in the Company’s strategic thinking and management.

Specific targets for 2016 were:

» To continue to have good relationships with industry regulators.
) (Achieved)
» Continue to meet all compliance requirements.
(Achieved)

In addition in the last year the Company has:

s Successfully completed an audit requirements for the Public Safety
Management System.

% Been independently audited for all relevant compliance issues under the
Enviro-Mark scheme. (Gold.)

% Directly, or in combination with other electricity lines businesses, made
submissions to various discussion papers issued by the Commerce Commission
and Electricity Authority.

Implemented new more rigorous compliance reporting using commercial
software.

X3
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Specific targets for the next twelve months are:

*
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» To continue to have good relationships with industry regulators.
» Continue to meet all compliance requirements.
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Social and Community

Waipa Networks will operate in a manner which actively reflects the Company’s
sensitivity to our social, cultural and natural environment. The Company believes we
are part of our community. A good relationship is therefore considered an essential
element of the business; Waipa Networks will achieve this by:

¢ Maintaining a portfolio of sponsorships.

e Communicating with all stakeholders.

e Promoting our environmental policy.

e Work with iwi particularly with regard to the construction of the 110kV line.
¢ Maintaining public awareness of who we are and what we do.

¢ Being acknowledged as a good corporate citizen.

¢ Conducting opinion surveys of connected consumers.

e Providing customers with outstanding service and solutions.

e Providing value for money.

Waipa Networks will undertake consultation with the Shareholders on all social and
cultural issues which the Board of Directors considers will significantly affect the
greater community.

Specific targets for 2016 were:

» Market Green Credentials to local community.
(Achieved)
» Promote our photovoltaic generation on our smart home web site and
elsewhere.
(Achieved)

In addition the Company has:

7
0'0

Maintained our portfolio of sponsorships.

Published brochures on the tree regulations and a newsletter updating
connected consumers on items of interest.

Maintained our “Smart Home” website.
» Placed educational videos on our website.

X3
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Specific targets for the next twelve months are:
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Continue to market Green Credentials to local community.

Continue to promote our photovoltaic generation on our smart home web site

and elsewhere.

« Monitor PV impact on subdivision requiring installation by covenant compared
with standard subdivision of similar aged and value dwellings.

< Install PV and battery storage in domestic dwelling to monitor impact on usage

and ability to manage domestic peak demand.

Implement a communications plan for stakeholders with an interest in Waipa

Networks’ asset management plan.

K/
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Staff

Waipa Networks believes in the recognition and acknowledgement of our staff and
in increasing the potential of all employees through learning. We aim to grow all
employees’ competency and skills through delivering on individual training plans.
Waipa Networks is a safety conscious, socially responsible and good employer. We
recognise the ability to recruit and retain well-qualified, motivated and committed
staff is essential for an efficient and effective business.

The Company will have a zero tolerance to work place accidents and seek to
promote the health and welfare of all employees.

Specific targets for 2016 were:

» Improve OSH culture and eliminate lost time accidents.

This continues to be a major challenge for the Company.

It is disappointing that we have to report four lost time accidents this year. The
longest time off being 5.5 days for a badly bruised hand. While three hundred and
twenty hours of lost time relates to a prior year injury.

In addition the Company has:

« Maintained its ACC Workplace Safety Management Practices Secondary Level.

Specific targets for the next twelve months are:

» Improve OSH culture and eliminate all injury accidents.

NATURE AND SCOPE OF ACTIVITIES TO BE UNDERTAKEN

The nature and scope of the activities of Waipa Networks:

2016/17 2017/18 2018/19
« Distribution (GWh) 377 384 392
« Contracting (Sales $000’s) 2,074 2,105 2,137

Any major diversification of activities into new business areas will be subject to
consultation with Shareholders.

In the last year the Company:

% Achieved contracting sales of $1.89M compared with our target of $2.11M.

/7

¢ Distribution sales were 375GWh compared with our target of 360GWh.

CAPITAL RATIO

The ratio of shareholders' funds to total assets will be maintained at not less than 60
per cent.




The level of spending on capital development is budgeted to exceed depreciation in
the 2016/17 financial year, Capital development of the network will exceed
depreciation by $1.5M to fund the second 110kV supply for Te Awamutu; this work
will be funded from a combination of debt, retained earnings and increased tariffs
from 1 April 2017 to fund the 110KV line.

Shareholders' funds comprise the total issued capital, the balance of undistributed
profits and all revenue and capital reserves.

Total assets of Waipa Networks will comprise all the recorded tangible and
intangible assets of the Company at their current value as defined in the statement
of accounting policies.

ACCOUNTING POLICIES

Waipa Networks has adopted accounting policies consistent with the Financial
Reporting Act 1993. Details of the Accounting Policies and their application are
contained in Appendix 1. There have been no material changes in accounting
policies since the adoption of IFRS. No further significant changes in these
accounting policies are anticipated.

PERFORMANCE TARGETS

The Board of Directors recognises the need to determine objective targets against
which its performance can be measured. These targets need to be comprehensive
and recognise the emphasis our customers place on the services provided. The
proposed targets therefore recognise reliability, safety and efficiency measures
together with financial measures.

The performance targets which have been set for the period, together with
forecasted financial statements to 31 March 2018/19, are detailed in Appendix 2.

In the last year the Company:

Met the equity ratio target Financial Performance Indicator.

The maintenance Cost Performance Indicator was achieved while operational
costs exceeded the target.

The Energy Delivery Performance Indicator was achieved.

The Reliability Performance Indicators were not achieved.

Staff Safety was not achieved

YVVV VYV

PROCEDURES FOR THE SUBSCRIPTION, ACQUISITION AND DISPOSAL OF
SHARES

Directors will consider the subscription for, or acquisition of, shares, in any company
only where it is consistent with the long-term commercial objectives of Waipa
Networks.

If in the opinion of the Directors the subscription or acquisition of shares, or assets
in new business ventures or subsidiary companies, is considered significant to the
Company’s level of operations it would be subject to consultation with the
Shareholders.
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Where Waipa Networks decides to incorporate subsidiary companies and/or
subscribe for shares in subsidiary companies to undertake its commercial activities,
Waipa Networks will ensure effective management of any such subsidiary.

If Waipa Networks decides to dispose of shares or assets of any subsidiary
company or business units which amount to more than 25% of the business of
Waipa Networks, the consent of the Shareholders shall be obtained.

In the last year the Company has undertaken no new investments; however it has
increased its investment in Waikato Networks Limited by way of shareholder loans.

Waikato Networks Limited

The Company consulted with the Trust prior to becoming a 15% shareholder in
Waikato Networks Limited.

In February 2016 Waikato Networks Limited completed the fibre optic network for
Ultrafast Fibre Limited which is a Joint Venture with Crown Fibre Holdings. The
completed network serves Hamilton, Cambridge, Te Awamutu, Hawera, New
Plymouth, Wanganui, Tokoroa and Tauranga. It is expected that Waikato Networks
will eventually own 100% of Ultrafast Fibre Limited a Company with assets in
excess of $400M.

Funding for the capital development of Waikato Networks Limited will involve
shareholder loans together with other funding streams as deemed appropriate by
Waikato Networks Limited. The value of Company loans to Waikato Networks
Limited at 31 March 2016 is $29M.

Funding has exceeded forecast due to the rapid uptake of fibre by the communities
served by WNL. The rapid uptake is now forecast to continue for the next two years.

Waipa Networks has a seat on the board of Waikato Networks Limited.

Under the shareholder agreement with WEL Networks our loans are capped at
$34M excluding accrued interest. This cap will to be reached in 2016/2017 financial
year. The Company can at its discretion invest beyond the cap. The Company is in
discussions with WEL regarding the future level of loan funding. The Company
Budget and financial projections have been based on continuing to fund WNL
beyond the $34M cap.

2015/2016 2016/2017 2017/2018
Loans $29M $44M $53M

DIVIDEND POLICY

The policy on apportioning net profits to be distributed to Shareholders will be
determined by the Board of Directors from time to time in accordance with future
results and taking into account circumstances, particularly of future capital
requirements. No dividend payment will be made without the approval of the Trust
(shareholders).

No provision is made for a dividend in the period covered by this SCI.

In the last year the Company:

11



+« Did not pay a dividend.

DISCOUNTS

Connected Consumers will continue to receive a discount on their line charges
during the year to 31 March 2017 and for the two following years. The level of
discounts is forecast to be more than $3.8M in 2016/17 and in each of the two
following years. These discounts include a provision of $400,000 per annum for
loss rental rebates received from Transpower in that year.

The budgeted discounts include the published discount in our tariff schedule of
approximately $2.25M.

Actual discounts will vary with the whole of the loss rental rebate actually received
from Transpower being returned to consumers in the discount paid.

In the last year the Company:

+ Paid discounts totalling more than $3.8M.

REPORTING TO SHAREHOLDERS

Within three months after the end of the first half of each financial year the Directors
will deliver an unaudited half-yearly report to the Shareholders.

This will consist of:

A statement of financial position.

A statement of financial performance.
A statement of cash flows.

A report on activities.

P wnNPE

Within three months after the end of each financial year Directors will deliver to
Shareholders an annual report and audited financial statements which will consist
of:

1. A Directors' report including:

a) A review of operations;
b) Measurement of performance in relation to objectives;
c) Recommendation in respect of dividend.

A statement of financial position.
A statement of financial performance.
A statement of cash flows.

The Auditor's report on the above statements which shall include an audit of
the measurement of performance in relation to objectives.

a ke

In the last year the Company:
» Met all reporting obligations.

12



Appendix 1
WAIPA NETWORKS LIMITED

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH
Statement of Accounting Policies
Reporting Entity

Waipa Networks Limited (the Company) is a profit oriented limited liability company
domiciled in New Zealand, registered under the Companies Act 1993. The Company is an
electricity network business, delivering energy to customers in the Waikato Region.

Statement of Compliance

The Financial Statements have been prepared in accordance with New Zealand Generally
Accepted Accounting Practice (NZGAAP). They comply with the New Zealand Equivalent
to International Financial Reporting Standards (NZIFRS), and other applicable Financial
Reporting Standards, as appropriate for profit-oriented entities.

Basis of Preparation

The functional and reporting currency used in preparation of the Financial Statements is
New Zealand dollars. They are prepared on a historical cost basis.

These Financial Statements have been prepared in accordance with NZIFRS that are
effective or available

Critical Accounting Estimates and Adjustments

The preparation of Financial Statements in conformity with NZIFRS requires management
to make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the results of which form the basis
of making the judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

(1) Revenue recognition for line revenue
The company invoices its customers monthly for the network services on the
basis of usage, including estimated amounts for accrued sales from meters
unread as at end of month.

Management has made an allowance in revenue and in trade receivables for
any amounts which are estimated to be under or over charged as at balance
date

13



(i) Useful lives of property, plant and equipment
The Company reviews the estimated useful lives of property, plant and
equipment at each balance sheet date. In this financial year it was deemed that
no change to the estimated useful lives was needed.

Changes in Accounting Policies

There have been no changes in accounting policies. The accounting polices set out below
have been applied consistently to all periods presented in these Financial Statements.

@) Property Plant and Equipment

ltems of property plant and equipment are stated at cost less accumulated
depreciation and impairment losses.

The cost of purchased property plant and equipment is the value of the
consideration given to acquire the assets and the value of other directly attributable
costs, which have been incurred in bringing the assets to the location and condition
necessary for their intended use.

The cost of the assets constructed by Waipa Networks, including capital works in
progress, includes the cost of all materials used in construction, direct labour and
other directly attributable costs, which have been incurred to bring the assets to the
location and condition necessary for their intended use.

Certain items of property plant and equipment that had been revalued to fair value
on or prior to 1 April 2006, the date of transition to NZIFRS, are measured on the
basis of deemed cost, being the revalued amount at the date of that revaluation.

Where parts of an item of property plant and equipment have different useful lives,
they are accounted for as separate items of property plant and equipment.

Subsequent expenditure incurred to replace a component of an item of property
plant and equipment, that extends the estimated life of the asset, is capitalised. All
other expenditure is recognised in the income statement as an expense as incurred.

Leased Assets

Leases in which Waipa Networks assumes substantially all the risks and rewards of
ownership are classified as finance leases. Any asset acquired by way of a finance
lease is stated at an amount equal to the lower of the fair value or present value of
the future minimum lease payments at inception of the lease.

Depreciation
Depreciation is charged to the income statement on a straight-line basis so as to
allocate the cost of the assets over the estimated useful lives of each part of an item

of property plant and equipment. Land is not depreciated.

The range of annual depreciation rates for each classification of property plant and
equipment is as follows;

Buildings 3%
Reticulation System 2.5%
Other Electrical 6.7%
Motor Vehicles 10 to 20%
Computer Equipment and Software 20%
Plant, Furniture and Fittings 10 to 50%

14



(b)

(c)

(d)

(€)

(f)

Asset residual values and useful lives are reviewed, and adjusted if appropriate, at
each balance sheet date.

Intangible assets

Intangible assets comprise computer software. Intangible assets are stated at cost
less accumulated amortisation and impairment losses. Amortisation is charged to
the statement of comprehensive income on a straight-line basis so as to allocate the
cost of the assets over the estimated useful lives.

The useful lives and associated amortisation rates have been estimated as follows;
Computer Software 5 years 20%
Inventories

Inventories are stated at the lower of weighted average cost and net realisable
value.

Cost of work in progress and finished goods includes the cost of direct materials,
direct labour and a proportion of the manufacturing overhead expended in putting
the inventories in their present location and condition.

Trade and other receivables

Accounts receivables are stated at their expected realisable value after providing for
doubtful debts. Bad debts are written off in the period they are identified.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and deposits with maturities of
three months or less. Bank overdrafts that are repayable on demand and form an
integral part of the company’s cash management are included as a component of
cash and cash equivalents for the purpose of the statement of cash flows.

Impairment

The carrying amounts of the Company’s assets other than deferred tax assets (see
accounting policy i) and inventories (see accounting policy c) are reviewed at each
balance date to determine whether there is any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the carrying amount of an asset or its
cash-generating unit exceeds its recoverable amount. Impairment losses are
recognised in the statement of comprehensive income.

The recoverable amount of assets is the greater of the net selling price and value in
use. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For an
asset that does not generate largely independent cash flows, the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

15



(9)

(h)

(i)

Revenue

Revenue comprises the amounts received and receivable at balance date for
network services supplied to customers in the ordinary course of business, including
estimated amounts for accrued sales from meters unread as at balance sheet date.

Revenue from sale of goods is recognised in the statement of comprehensive
income when the significant risks and rewards of ownership have been transferred
to the buyer.

Rental income is recognised in the statement of comprehensive income when
invoiced.

Interest income is recognised in the statement of comprehensive income as it
accrues.

Contributions received from Local Authorities towards the cost of additions to the
Reticulation Assets are recognised in the balance sheet initially as deferred income.
When there is reasonable assurance that it will be received and the Company will
comply with the conditions attached to it, the revenue is recognised in the statement
of comprehensive income as operating income on a straight-line basis over the
useful life of the asset. Other contributions towards the cost of additions to the
Reticulation Assets are recognised in the balance sheet initially as deferred income.
The revenue is recognised in the statement of comprehensive income as operating
income when the works have been completed.

Employee Entitlements

Obligations for contributions to defined contribution pension plans are recognised as
an expense in the income statement as incurred.

Provision is made for benefits accruing to employees in respect of wages and
salaries, annual leave, long service leave, sick leave and gratuities when it is
probable that settlement will be required and they are capable of being measured
reliably.

Provisions made in respect of employee benefits expected to be settled within 12
months are measured as the amount unpaid at balance sheet date at current pay
rates in respect of the employees’ service up to that date.

Provisions made in respect of employee benefits not expected to be settled within
12 months are measured as the amount of future benefit that employees have
earned in return for their service in the current and prior periods up to the balance
sheet date. The obligation is calculated using the projected unit credit method and
is discounted to its present value.

Taxation

The income tax on the profit or loss for the year includes both current and deferred
tax. The income tax is recognised in the income statement except to the extent that
it relates to items recognised directly to equity, in which case the income tax is
recognised in equity.

Current tax is the expected tax payable on the taxable income for the period using
tax rates enacted or substantially enacted at the Balance Sheet date together with
any adjustment to tax payable in respect of previous years.

16
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(k)

Deferred tax is calculated using the Balance Sheet liability method providing for
temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The
amount of deferred tax provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities using tax rates enacted or
substantially enacted at the Balance Sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilised. Deferred tax
assets are reduced to the extent that it is no longer probable that the related tax
benefit will be realised.

Trade and other payables

Trade payables and other accounts payable are recognised when the company
becomes obligated to make future payments resulting from the purchase of goods
and services.

Goods and Services Tax (GST)

The Income Statement and Statement of Cash Flows have been prepared so that all
components are stated exclusive of GST. All items in the Balance Sheet are stated
exclusive of GST with the exception of receivables and payables which include GST
invoiced.

17



Appendix 2

KEY ASSUMPTIONS IN FINANCIAL FORECASTS

The 2016/17 year is based on the Company budget. The key assumptions used in
calculating the financial forecast for subsequent years for Waipa Networks Limited on
the following pages are as follows:

. 1.75% growth in network sales volume per annum is assumed.

. Revenue is based on prices effective from 1 April 2016. Future increases in
electricity tariffs have been forecast at 1.5% p.a.

. Capital expenditure as per the Asset Management Plan.
. Inflation of internal costs is included in the forecast at 1.5% p.a.

These assumptions were adopted on 22 March 2016. No actual financial results are
incorporated in the forecasts. These forecasts will next be updated in the Statement
of Corporate Intent for 2018. The forecasts will be reviewed and refined before
adoption as budgets prior to the commencement of each of the respective years.

The information on which the Statement of Corporate Intent has been prepared is
solely for the purposes of this document and may not be appropriate for other
purposes.

The actual results achieved for the periods forecast could have material variations
from the information presented, and the variations may be material.

18



WAIPA NETWORKS LIMITED

STATEMENT OF COMPREHENSIVE INCOME

Forecast

2013/14 2014/15 2015/16
23,564 25,291 26,308
4,319 3,831 4,009
19,245 21,460 22,299
3,843 4,174 3,732
23,088 25,634 26,031
7,423 8,272 8,282
6,320 7,104 7,616
3,670 3,875 3,932
17,413 19,251 19,830
5,675 6,383 6,201
397 652 1,079
16 43 35
6,088 7,078 7,315
0 12 65

0 (144) 0
6,088 6,922 7,250
1,791 1,987 1,532
4,297 4,935 5,718
0 0 0
4,297 4,935 5,718

FOR THE YEARS ENDING 31 MARCH

REVENUE

Line Charges

Less discounts

Net Line Charges
Other Revenue

Net Revenue
Transmission
Operations
Depreciation
Operating expenses
Profit from operations

Interest income

Net Gain on Disposal of Assets

Profit before interest expense and
tax

Finance costs

Share of net profit (loss) of
associates

Profit before tax

Tax

Profit after tax

Dividend

Profit after tax & dividend

2016/17 2017/18 2018/19
$000 $000 $000
28,537 30,109 30,730

3,800 4,800 4,800
24,737 25,309 25,930
3,986 4,017 4,049
28,723 29,326 29,979
9,649 9,649 9,649
7,897 8,013 7,977
4,008 4,103 4,182
21,554 21,765 21,808
7,169 7,561 8,171
1,825 2,244 2,607
60 60 60
9,054 9,865 10,838
1,428 1,861 2,072
0 0 0
7,626 8,004 8,766
2,002 2,101 2,301
5,624 5,903 6,465
0 0 0
5,624 5,903 6,465
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WAIPA NETWORKS LIMITED
BALANCE SHEET
FOR THE YEARS ENDING 31 MARCH

Forecast
2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000 $000 $000 $000 $000 $000
Assets
110,412 113,084 124,680 Property, Plant and Equipment 125,997 125,878 125,564
8,913 17,069 30,454 Investments 46,236 57,456 66,478
119,326 130,153 155,134 Total non-current assets 172,233 183,334 192,042
2,238 43 21 Cash & cash equivalents 29 28 116
1,891 1,873 1,955 Trade and other receivables 2,393 3,111 3,165
39 66 62 Prepayments 40 40 40
126 127 127 Work in progress 150 150 150
895 730 926 Inventories 800 800 800
5,189 2,839 3,091 Total current assets 3,412 4,129 4,271
124,515 132,992 158,225 Total Assets 175,645 187,463 196,313
Equity
97,521 102,457 108,047 Retained earnings 113,381 119,284 125,749
Liabilities
0 3,400 22,795 Loan 38,000 44,700 47,400
2,869 3,248 3,337 Provisions 2,100 2,100 2,100
20,504 20,779 20,600 Deferred tax liabilities 18,650 18,344 18,038
23,373 27,427 46,732 Total non-current liabilities 58,750 65,144 67,538
2,718 2,261 2,425 Trade and other payables 1,807 1,327 1,318
479 499 364 Provisions 928 928 928
0 0 0 Provision for dividend 0 0 0
423 348 657 Income tax payable 779 780 780
3,620 3,108 3,446 Total current liabilities 3,514 3,035 3,026
26,993 30,535 50,178 Total liabilities 62,264 68,179 70,564
124,514 132,992 158,225 Total equity and liabilities 175,645 187,463 196,313
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WAIPA NETWORKS LIMITED
STATEMENT OF CASH FLOWS
FOR YEAR ENDED 31 MARCH

Forecast
2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000 $000 $000 $000 $000 $000
CASH FLOWS FROM OPERATING ACTIVITIES
21,116 23,622 24,688 Receipts from customers 26,772 26,843 28,160
(13,118) (14,773) (14,991) Payments to suppliers and employees (18,439) (17,641) (17,132)
146 2 (455) Net GST (99) (101) (103)
8,144 8,851 9,242 Cash generated from operations 8,234 9,101 10,925
160 18 7 Interest received 0 22 22
0 9 (417) Interest Paid (1,428) (1,861) (2,072)
0 0 0 Taxes received 0 0 0
(1,375  (1,787) (1,667) Taxes paid (1,351)  (2,407)  (2,607)
6,929 7,073 7,165 Net cash flows from operating activities 5,455 4,855 6,268
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of property, plant and
56 75 65 equipment 70 80 80
2,886 1,965 1,226 Capital Contributions 1,365 1,365 1,365
Purchase of property, plant and
(6,860) (7,043) (15,573) equipment (7,117)  (4,003) (3,888)
(4,050) (7,665) (12,300) Increase in investments (14,970) (8,998) (6,437)
(6,968) (12,668) (26,582) Net cash used in investing activities (20,652) (11,556) (8,880)
CASH FLOWS FROM FINANCING ACTIVITIES
0 0 0 Cash was applied to: Dividend 0 0 0
3,400 19,395 Proceeds from Borrowings 15,205 6,700 2,700
(39) (2,195) (22) Net increase (decrease) in cash held 8 Q) 88
2,277 2,238 43 Cash and cash equivalents at 1 April 21 29 28
2,238 43 21 Cash and cash equivalents at 31 March 29 28 116
CASH BALANCES IN THE BALANCE SHEET
2,238 43 21 Cash and cash equivalents 29 28 116

21



2013/14

4.89%

4.51%

78.32%

$115

$75

6.10%

9.5

123

1.87

5.7

637

0.68%

2014/15

5.32%

4.94%

77.04%

$138

$84

5.72%

121

201

2.20

15.0

660

0.67%

PERFORMANCE TARGETS AND OTHER MEASURES

Forecast
2015/16

4.32%

4.13%

76.87%

$145

$85

5.45%

12.2

184

2.63

7.3

459

0.40%

WAIPA NETWORKS LIMITED

FOR YEAR ENDED 31 MARCH

Financial Performance Indicators

Net Surplus before interest expense and
tax as a percentage of total assets

Net Surplus after tax as a percentage of
Equity

Ratio of Equity to total assets

Cost Performance Measures:

Maintenance costs per electricity
customer

Operational expenditure per electricity
customer

Energy Delivery Performance Measures:

Loss ratio

Energy Reliability Performance
Measures:

Faults per 100km lines (11kV)

SAIDI (minutes per customer)

SAIFI (interruptions per customer)

Staff Safety

Lost Time Work Accidents per 100
employees

Total hours lost per annum

Percentage of hours lost per annum

2016/17

5.2%

4.6%

60%

$160

$90

6.5%

10.8

215

2.29

0.0%

2017/18

5.5%

4.6%

60%

$160

$90

6.5%

10.8

214

2.28

0.0%

2018/19

5.9%

4.8%

60%

$160

$90

6.5%

10.8

213

2.27

0.0%
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