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T ) SCANPOWER

CUSTOMER TRUST I

Chairman’s

Report -2

All the shares in Scanpower Limited are held by the
Scanpower Customer Trust on behalf of the customers
connected to the Scanpower Network. The Trust
exercises its ownership responsibilities through a
Statement of Corporate Intent negotiated annually with the
Scanpower Directors, and by appointing these Directors.
Communication between the Trust and the Board and
Management of Scanpower continues to be regular and
comprehensive.

Scanpowers performance against the target set in the
Statement of Corporate Intent can be seen in this Annual
Report. The reported profit, shareholder equity, and return
on assets have all increased, and exceed the targets .
Network reliability reflects the ongoing investment in the
infrastructure and show very good results.

The Statement of Corporate Intent states the Company
Mission as

"Delivering more to our community by providing a high
quality electricity distribution network and promoting
economic growth."

Trustees are of the opinion the company has achieved

this in the period under review. As mentioned in the CEOs
report there has been significant investment in the network.
The cold store completed last year has been utilised, and
the new tenants in the Oringi Business Park should bring
significant economic benefit to the area.
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The Statement of Corporate Intent also details matters
relating to the Company’s objectives, scope of activities,
dividend and accounting policies, and information to be
communicated to the Trust as sole shareholders. We
are satisfied that in all these matters the Company has
complied with the Statement of Corporate Intent.

We commend the Directors, Management and all
Employees for a pleasing result, and thank them for their
efforts over the last year.

Keith Cammock
Chairman

On behalf of the Scanpower Board of Trustees.



The Trustees
of the Scanpower

(left to right) Rowena Bowie, Myles McKeefry, Keith Cammock (chair), Stuart Smith (deputy chair), Bill Taylor

Rowena is a Fellow Legal Executive
and Practice Manager of a Dannevirke
law firm. She has a young family and
is a proactive participant in a range

of a local community and sporting
endeavours. Rowena has served on
the Trust since 2012.

Myles has farmed locally in the
Dannevirke and Woodville areas for
the past 22 years, having previously
held roles with Ernst & Young, AMP,
and Lion Nathan. He is a strong
advocate of trust ownership and
local representation as it relates to
Scanpower Limited.

Keith is the Chairman of the
Scanpower Customer Trust, and has
served as a trustee for 12 years. He
has farmed in the Waitahora district of
the Dannevirke area for 38 years and
during that time has participated in a
number of community interest groups.

Stuart has been a Trustee of the
Scanpower Customer Trust since
2008. He is a lawyer and has
practiced law in Dannevirke for 35
years, being a partner in a local firm.
Stuart is a firm believer in continued
community ownership of the shares in
Scanpower Limited.

Bill is an accountant and well known
businessman in the Dannevirke
community. As a result of his
experience in these areas, he brings
a range of valuable commercial skills
to the Scanpower Customer Trust.
Having lived, worked and brought
up his family in Dannevirke he has a
strong commitment to the area.
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Independent Auditor’s Report

To the readers of

Scanpower Limited’s
financial statements and key performance indicators

for the year ended 31 March 2015

The Auditor-General is the auditor of Scanpower Limited (the company). The Auditor-General has appointed me, Julian Tan, using the staff
and resources of Audit New Zealand, to carry out the audit of the financial statements and the key performance indicators of the company
on her behalf.

Opinion on the financial statements and the key performance indicators

We have audited:

° the financial statements of the company on pages 26 to 47, that comprise the statement of financial position as at 31 March 2015,
the statement of comprehensive income, statement of changes in equity and statement of cash flows for the year ended on that date
and the notes to the financial statements that include accounting policies and other explanatory information; and

° the key performance indicators of the company on page 16.

In our opinion:

° the financial statements of the company:

« present fairly, in all material respects:
« its financial position as at 31 March 2015; and

« its financial performance and cash flows for the year then ended; and

« have been prepared in accordance with the New Zealand Equivalents to International Financial Reporting Standards —
Reduced Disclosure Regime.

° the key performance indicators of the company:

« present fairly, in all material respects, the company’s achievements measured against the performance targets adopted for the
year ended 31 March 2015; and

« have been prepared in accordance with generally accepted accounting practice.
Our audit was completed on 30 June 2015. This is the date at which our opinion is expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities of the Board of Directors and our responsibilities, and
explain our independence.

Basis of opinion

We carried out our audit in accordance with the Auditor-General’s Auditing Standards, which incorporate the International Standards on
Auditing (New Zealand). Those standards require that we comply with ethical requirements and plan and carry out our audit to obtain
reasonable assurance about whether the financial statements and the key performance indicators are free from material misstatement.

Material misstatements are differences or omissions of amounts and disclosures that, in our judgement, are likely to influence readers’
overall understanding of the financial statements and the key performance indicators. If we had found material misstatements that were not
corrected, we would have referred to them in our opinion.

An audit involves carrying out procedures to obtain audit evidence about the amounts and disclosures in the financial statements and in the
key performance indicators. The procedures selected depend on our judgement, including our assessment of risks of material misstatement
of the financial statements and the key performance indicators whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to the preparation of the company’s financial statements and key performance indicators in order to
design audit procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of
the company’s internal control.
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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

An audit also involves evaluating:

. the appropriateness of accounting policies used and whether they have been consistently applied;

. the reasonableness of the significant accounting estimates and judgements made by the Board of Directors;
. the adequacy of the disclosures in the financial statements and in the key performance indicators; and

. the overall presentation of the financial statements and the key performance indicators.

We did not examine every transaction, nor do we guarantee complete accuracy of the financial statements and the key performance
indicators. Also we did not evaluate the security and controls over the electronic publication of the financial statements and the key
performance indicators.

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

Responsibilities of the Board of Directors

The Board of Directors is responsible for the preparation and fair presentation of financial statements and key performance indicators for
the company, in accordance with the applicable financial reporting framework and generally accepted accounting practice.

The Board of Directors is also responsible for such internal control as it determines is necessary to enable the preparation of financial
statements and key performance indicators that are free from material misstatement, whether due to fraud or error. The Board of Directors
is also responsible for the publication of the financial statements and the key performance indicators, whether in printed or electronic form.
The Board of Directors’ responsibilities arise from the Energy Companies Act 1992.

Responsibilities of the Auditor

We are responsible for expressing an independent opinion on the financial statements and the key performance indicators and reporting
that opinion to you based on our audit. Our responsibility arises from section 15 of the Public Audit Act 2001 and section 45(1) of the
Energy Companies Act 1992.

Independence

When carrying out the audit, we followed the independence requirements of the Auditor-General, which incorporate the independence
requirements of the External Reporting Board.

In addition to the audit, we have completed an assurance engagement reporting on the company’s compliance with the Electricity
Distribution (Information Disclosure) Requirements 2012 for the regulatory year ended 31 March 2014. This engagement is compatible with
those independence requirements.

Other than the audit and the assurance engagement, we have no relationship with or interests in the company.

Q{\ﬁa?&a

Julian Tan
Audit New Zealand

On behalf of the Auditor-General
Palmerston North, New Zealand
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Statement of Comprehensive Income

FOR THE YEAR ENDED 31 MARCH 2015

Note 2015 2014
$'000 $'000
Operating income 18,552 15,521
Other income 108 67
Total income 18,660 15,588
Personnel costs 3 4,749 4,348
Depreciation and amortisation expense 3 1,587 1,452
Finance expense 3 381 228
Other expense 3 10,845 9,053
Total expenditure 17,562 15,081
Share of associate surplus/(deficit) 12 100 96
Surplus/(deficit) before tax 1,198 603
Income tax expense/(refund) 4 321 147
Profit/(loss) for the year 877 456
Other comprehensive income:
Gains/(losses) on property revaluations 510 -
Total other comprehensive income 510 -
Total comprehensive income 1,387 456

The Accompanying Notes and Policies Form an Integral Part of These Financial Statements
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Statement of Changes in Equity

FOR THE YEAR ENDED 31 MARCH 2015

Note 2015 2014
$'000 $'000
Balance at 1 April
Contributed Capital 7,500 7,500
Retained Earnings 8,285 7,861
Asset Revaluation Reserves 12,374 12,442
Total Opening Equity 28,159 27,803
Profit/(loss) for the year 877 456
Other Comprehensive Income 510 -
Total Comprehensive Income 1,387 456
Distribution to Shareholders (100) (100)
Balance at 31 March
Contributed Capital 7,500 7,500
Retained Earnings 9,117 8,285
Asset Revaluation Reserves 12,829 12,374
Total Closing Equity 29,446 28,159

The Accompanying Notes and Policies Form an Integral Part of These Financial Statements
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Statement of Financial Position

AS AT 31 MARCH 2015

Note 2015 2014
$'000 $'000
Assets
Current Assets
Cash and cash equivalents 1,116 321
Debtors and other receivables 2,644 2,397
Inventories 578 642
Tax receivable - 17
Total current assets 4,338 3,377
Non-current Assets
Capital work in progress 9 88 -
Property, plant and equipment 9 38,905 36,918
Intangible assets 10 751 761
Investment property 1" 1,942 1,189
Investment in associate 12 562 462
Total non-current assets 42,248 39,330
Total Assets 46,586 42,707
Liabilities
Current Liabilities
Borrowings 13 - -
Creditors and other payables 14 2,415 2,561
Employee benefits 15 609 503
Tax payable 51 -
Total current liabilities 3,075 3,064
Non-current Liabilities
Borrowings 13 8,000 5,500
Employee benefits 15 256 253
Deferred taxation 4 5,809 5,731
Total non-current liabilities 14,065 11,484
Total Liabilities 17,140 14,548
Net Assets 29,446 28,159
Equity
Contributed capital 7,500 7,500
Retained earnings 9,117 8,285
Asset Revaluation Reserves 12,829 12,374
Total equity attributable to parent 5 29,446 28,159
For and on behalf of the Board
Allan Benbow Peter Clayton

Chairman, 30 June 2015

The Accompanying Notes and Policies Form an Integral Part of These Financial Statements
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Statement of Cash Flows

FOR THE YEAR ENDED 31 MARCH 2015

Note 2015 2014
$'000 $'000
Cash Flows from Operating Activities
Cash was provided from:
Receipts from customers 18,323 14,963
Rent received 197 164
Interest received - -
Dividends received 56 37
18,576 15,164
Cash was applied to:
Payments to suppliers 11,122 8,873
Payments to employees 4,640 4,243
Interest paid 381 228
Income tax paid 175 126
Net GST movement* 4 97
16,322 13,567
Net cash inflows/(outflows) from operating activities 2,254 1,597
Cash flows from Investment Activities
Cash was provided from:
Proceeds from disposal of property, plant and equipment 38 -
38 -
Cash was applied to:
Purchase and construction of property, plant and equipment 3,840 4,317
Purchase and construction of investment properties 57 -
3,897 4,317
Net cash inflows/(outflows) from investment activities (3,859) (4,317)
Cash flows from Financing activities
Cash was provided from:
Proceeds from borrowings 2,500 2,900
2,500 2,900
Cash was applied to:
Dividends paid 100 100
100 100
Net cash inflows/(outflows) from financing activities 2,400 2,800
Net increase/(decrease) in cash and cash equivalents 795 80
Cash and cash equivalents at the beginning of the year 321 241
Transferred to a loan facility - -
Bank cash/(overdraft) balance at year end 13 1,116 321

* The GST (net) component of operating activities reflects the net GST paid and received with Inland Revenue Department. The GST has
been presented on a net basis, as the gross amounts do not provide meaningful information for financial statement purposes.

The Accompanying Notes and Policies Form an Integral Part of These Financial Statements
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Notes to the Financial Statements

FOR THE YEAR ENDED 31 MARCH 2015

Note 1: Accounting Policies
REPORTING ENTITY

The financial statements of Scanpower Limited for the year ended 31 March 2015 were authorised for issue in accordance with a resolution
by the Board of Directors on 30 June 2015.

BASIS OF PREPARATION

The financial statements have been prepared in accordance with generally accepted accounting practice in New Zealand and the
requirements of the Companies Act 1993, the Financial Reporting Act 1993 and the Energy Companies Act 1992.

The financial statements have been prepared on a historical cost basis modified by the revaluation of network assets, land and buildings
and investment properties.

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest thousand dollars ($'000). The
functional and presentation currency of Scanpower Limited is New Zealand dollars ($).

The financial statements have been prepared in accordance with New Zealand generally accepted accounting practice (NZ GAAP).

Scanpower Limited has adopted External Reporting Board Standard A1 ‘Accounting Standards Framework (For-profit Entities update’)
("XRB A1’). For the purposes of complying with NZ GAAP, the Company is eligible to apply Tier 2 For-profit Accounting Standards (New
Zealand equivalents to International Financial Reporting Standards — Reduced Disclosure Regime (‘NZ IFRS RDR’)) on the basis that it
does not have public accountability and is not a large for-profit public sector entity. The Company has elected to report in accordance with
NZ IFRS RDR and has applied disclosure concessions.

The accounting policies set out below have been applied consistently to all periods presented in these financial statements.

Basis of consolidation
Associates

Scanpower Limited accounts for an investment in an associate in the financial statements using the equity method. An associate is an
entity over which the company has significant influence and that is neither a subsidiary nor an interest in a joint venture.

The investment in an associate is initially recognised at cost and the carrying amount is increased or decreased to recognise the company’s
share of the surplus or deficit of the associate after the date of acquisition. The company’s share of the surplus or deficit of the associate is
recognised in Scanpower Limited’s statement of comprehensive income.

Distributions received from an associate reduce the carrying amount of the investment.
If the company’s share of deficits of an associate equals or exceeds its interest in the associate, the company discontinues recognising its
share of further deficits. After the company’s interest is reduced to zero, additional deficits are provided for, and a liability is recognised,

only to the extent that the company has incurred legal or constructive obligations or made payments on behalf of the associate.

If the associate subsequently reports surpluses, the company will resume recognising its share of those surpluses only after its share of the
surpluses equals the share of deficits not recognised.

Scanpower Limited’s share in the associate’s surplus or deficits resulting from unrealised gains on transactions between the company and
its associates is eliminated.

Business combinations
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
value at the acquisition date. The excess of the cost of acquisition over fair value of the identifiable net assets acquired is recorded as

goodwill.

If the cost of acquisition is less than the fair value of the net assets of the business acquired, the difference is recognised directly in the
income statement.

Goodwill acquired in business combinations is not amortised. Instead, goodwill is tested for impairment annually, or more frequently if
events or changes in circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment losses. Gains
and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash generating units for the purpose of impairment testing. The allocation is made to those cash generating units
that are expected to benefit from the business combination in which the goodwill arose.
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Revenue
Revenue is measured at the fair value of consideration given for the sale of goods and services, net of goods and services tax.
Revenue from sale of goods is recognised when the significant risks and rewards of ownership have been transferred to the buyer,
recovery of the consideration is probable, the associated costs and possible return of goods can be estimated reliably and there is no
continuing management involvement with the goods.
Deposits received from the provision of services will be initially recorded as revenue in advance. Revenue from the rendering of services
is recognised by reference to the stage of completion of the transaction at balance date, based on the actual services provided as a
percentage of the total service to be provided.
(i)  Network and Service Charges

Revenue comprises the amounts received and receivable for goods and services supplied to customers in the ordinary

course of business.

(i) Investment income
Interest income is recognised using the effective interest method.

(iiiy Other Revenue
Other Income is recognised when earned.

Borrowing Costs
Borrowing costs are recognised as an expense in the period in which they are incurred.
Goods and Services Tax

All items in the financial statements are stated exclusive of GST, except for receivables and payables, which are stated on a GST inclusive
basis. Where GST is not recoverable as input tax then it is recognised as part of the related asset or expense.

The net amount of GST recoverable from, or payable to, the Inland Revenue Department (IRD) is included as part of receivables or
payables in the statement of financial position.

The net GST paid to, or received from the IRD, including the GST relating to investing and financing activities, is classified as an operating
cashflow in the statement of cash flows.

Income Tax
Income tax expense in relation to the surplus or deficit for the period comprises current tax and deferred tax.

Current tax is the amount of income tax payable based on the taxable profit for the current year, plus any adjustments to income tax
payable in respect of prior years. Current tax is calculated using rates that have been enacted or substantially enacted by balance date.

Deferred tax is the amount of income tax payable or recoverable in future periods in respect of temporary differences and unused tax
losses. Temporary differences are differences between the carrying amount of assets and liabilities in the financial and the corresponding
tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against which the deductible temporary difference or tax losses can be utilised.

Deferred tax is not recognised if the temporary difference arises from the initial recognition of goodwill or from the initial recognition of an
asset and liability in a transaction that is not a business combination, and at the time of the transaction, affects neither accounting profit nor
taxable profit.

Deferred tax is recognised on taxable temporary differences arising on investments in subsidiaries and associates, and interests in joint
ventures, except where the company can control the reversal of the temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised, using
tax rates that have been enacted or substantially enacted by balance date.

Current tax and deferred tax is charged or credited to the statement of comprehensive income, except when it relates to items charged or
credited directly to equity, in which case the tax is dealt with in equity.
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Notes to the Financial Statements cont

FOR THE YEAR ENDED 31 MARCH 2015

Debtors and other receivables

Trade and other receivables are initially measured at fair value and subsequently measured as amortised cost using the effective interest
method, less any provision for impairment. A provision for impairment of receivables is established when there is no objective evidence
that the Company will not be able to collect all amounts due according to the original term of the receivables. The amount of the provision
is the difference between the assets carrying amount and the present value of the estimated future cash flows, discounted using the
effective interest method.

The carrying amount of an impaired receivable is reduced through the use of an allowance account, and the amount of the loss is
recognised in the statement of comprehensive income. When the receivable is uncollectible, it is written off against the allowance account.
Overdue receivables that have been renegotiated are classified as current (i.e. not past due)”.

An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written off during the year
that they are identified.

Inventories

Inventories are valued at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the ordinary
course of activities less the estimated costs necessary to make the sale.

Property, Plant and Equipment

Property, plant and equipment consists of network distribution, land, buildings and fixtures, the Oringi site land and buildings, plant and
equipment, motor vehicles and computer hardware.

Property, Plant and Equipment is shown at cost or valuation, less accumulated depreciation and impairment losses. Initial cost includes the
purchase consideration and those costs directly attributable to bringing the asset to the location and condition necessary for its intended
use. These costs include, where appropriate, site preparation costs, installation costs, borrowing costs and the cost of obtaining initial
resource consents. Costs cease to be capitalised when substantially all the activities necessary to bring an asset to the location and
condition for its intended use are complete.

Additions

The cost of an item of property, plant and equipment is recognised as an asset if, and only if, it is probable that future economic benefits or
service potential associated with the item will flow to the company and the cost of the item can be measured reliably.

In most instances, an item of property, plant and equipment is recognised at cost. Where an asset is acquired at no cost, or nominal cost, it
is recognised at fair value as at the date of acquisition.

Disposals

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount of the asset and are included in the
statement of comprehensive income. When revalued assets are disposed, the amounts included in the asset revaluation reserve in respect
of those assets are transferred to retained earnings.

Subsequent costs

Costs incurred subsequent to initial acquisition are capitalised only when it is probable that future economic benefit or service potential
associated with the item will flow to the company and the cost of the item can be measured reliably.

Depreciation
Depreciation is provided on a straight-line basis on all property, plant and equipment other than land, at rates that will write off the cost

(or valuation) of the asset to their estimated residual values over their useful lives. The useful lives of major classes of assets have been
estimated as follows (in years):

Lines — wood 45
Lines — concrete 60
Lines — underground 45
Transformers 55
Substations 45
Switchgear 45
Air break switches 35
Customer connections 45
Circuit breakers 45
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Sectionalisers 40

Ring main units 40
Voltage regulators 55
Fuses 35
Reclosers 40

Non standard assets 15 to 60
Buildings and fixtures 10 to 50
Motor vehicles 3t010
Plant and equipment 3to12
Computer equipment 3to5
Oringi site buildings 50

The residual value and useful life of an asset is reviewed, and adjusted if applicable, at each financial year-end.

Revaluation

Operational land and buildings are valued on a three yearly valuation cycle. Network Distribution assets are revalued to Depreciated
Replacement Cost (DRC) on a five yearly cycle. The carrying values of revalued items are reviewed at each balance date to ensure that
those values are not materially different to fair value.

Operational land and buildings

Fair value is determined from market-based evidence by an independent valuer. The most recent valuation was performed by Mr. |.R.
Mollison ANZIV, of the firm lan Mollison & Associates, Dannevirke, and the valuation is effective as at 31 March 2013.

Network Distribution assets

The fair value of the Network Distribution assets was determined on a Depreciated Replacement Cost (DRC) basis as at 31 March 2011.
The valuation was prepared by Mr M Hearn NZCE (Elec.) REA and Mr L Bettles BA (Hons) MBA (Distinction) of Scanpower Limited and
was peer reviewed by Mr P Caffyn B.Eng (Hons), DipEng, DipMngt, MBA, MinstD.

Accounting for revaluations

Scanpower Limited accounts for revaluation of property, plant and equipment on an individual asset basis.

The results of revaluing are credited or debited to an asset revaluation reserve for the individual asset. Where this results in a debit balance in
the asset revaluation reserve, this balance is expensed in the statement of comprehensive income. Any subsequent increase on revaluation
that off-sets a previous decrease in value recognised in the statement of comprehensive income will be recognised first in the statement of

comprehensive income up to the amount previously expensed, and then credited to the revaluation reserve for the individual asset.

Intangible Assets
Goodwill

Goodwill represents the excess of the cost of acquisition over the fair value of identifiable assets, liabilities and contingent liabilities
acquired, and is recognised as an asset.

Goodwill is not amortised but instead separately recognised goodwill is tested annually for impairment and carried at cost less accumulated
impairment losses. An impairment loss recognised for goodwill is not reversed in any subsequent period.

Software acquisition

Acquired computer software licenses are capitalised on a basis of the cost incurred to acquire and bring to use the specific software. Costs
associated with maintaining computer software are recognised as an expense when incurred.

The carrying value of an intangible asset with a finite life is amortised on a straight-line basis over its useful life. The useful lives of major
classes of intangible assets have been estimated as follows:

Computer software 3to 10 years
Impairment of Property, Plant & Equipment and Intangibles

Impairment is deemed to occur when the recoverable amount falls below the carrying amount of the asset. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value in use.

Value in use is depreciated replacement cost for an asset where the future economic benefit or service potential of the asset are not
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Notes to the Financial Statements cont

FOR THE YEAR ENDED 31 MARCH 2015

primarily dependent on the assets ability to generate net cash inflows and where the Company would, if deprived of the asset, replace it's
remaining future economic benefit or service potential. The value in use for cash-generating assets is the present value of expected future
cash flows.

If an asset’s carrying amount exceeds its recoverable amount the asset is impaired and the carrying amount is written down to the
recoverable amount. For revalued assets the impairment loss is recognised against the revaluation reserve for that class of asset. Where
that results in a debit balance in the revaluation reserve, the balance is recognised in the statement of comprehensive income. For assets
not carried at a revalued amount, the total impairment loss is recognised in the statement of comprehensive income.

The reversal of an impairment loss on a revalued asset is credited to the revaluation reserve. However, to the extent that an impairment
loss for that class of asset was previously recognised in the statement of comprehensive income, a reversal of the impairment loss is also
recognised in the statement of comprehensive income.

For assets not carried at a revalued amount (other than goodwill) the reversal of an impairment loss is recognised in the statement of
comprehensive income.

Investment property

Properties leased to third parties under operating leases are classified as investment property unless the property is held to meet service
delivery objectives, rather than to earn rentals or for capital appreciation.

Investment property is measured initially at its cost, including transaction costs. After initial recognition, the Company measures all
investment property at fair value as determined annually by an independent valuer. Gains or losses arising from a change in the fair value
of investment property are recognised in the statement of comprehensive income.

Leases
Operating leases

An operating lease is a lease that does not transfer substantially all the risk and reward incidental to ownership of an asset. Lease
payments under an operating lease are recognised as an expense on a straight-line basis over the lease term.

Employee benefits

Short term benefits

Employee benefits are measured at nominal values based on accrued entitlements at current rate of pay. Benefits include salaries and
wages accrued to balance date, annual leave earned, but not yet taken at balance date, retiring and long service entitlements expected to
be settled within 12 months. The Company recognises a liability and an expense for bonuses where contractually obliged.

Long-term benefits

Entitlements that are payable beyond 12 months, such as long service leave and retirement leave, have been calculated on an actuarial
basis. The calculations are based on:

° likely future entittements based on years of service, years to entitlement, the likelihood that staff will reach the point of entitlement
and contractual entitlements information and

° the present value of the estimated future cash flows. A weighted average discount of 3.23% and a salary inflation factor of 2.5%
were used. The discount rate is based on the weighed average of government bonds with terms to maturity similar to those of the
relevant liabilities. The inflation factor is based on the expected long-term increase in remuneration for employees.

Superannuation Schemes
Defined benefit schemes

A number of employees of Scanpower Limited belongs to the Defined Benefit Contribution Scheme (the scheme), which is managed by the
Board of Trustees of the National Provident Fund. The scheme is a multi-employer defined benefit scheme.

Insufficient information is available to use defined benefit accounting, as it is not possible to determine from the terms of the scheme, the
extent to which the surplus/deficit will affect future contributions by individual employers, as there is no prescribed basis for allocation. The
scheme is therefore accounted for as a defined contribution scheme.

Creditors and other payables

Creditors and other payables are initially measured at fair value and subsequently measured at amortised cost using the effective interest
method.
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Provisions

Scanpower Limited recognises a provision for future expenditure of uncertain amount or timing when there is a present obligation (either
legal or constructive) as a result of a past event, it is probable that expenditures will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation.

Provisions are not recognised for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the
provision due to the passage of time is recognised as an interest expense.

Borrowings

Borrowings are initially recognised at fair value. After initial recognition, all borrowings are measured at amortised cost using the effective
interest method.

Critical Accounting Estimates and Assumptions

In preparing these financial statements Scanpower Limited has made estimates and assumptions concerning the future. These estimates
and assumptions may differ from the subsequent actual result. Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations or future events that are believed to be reasonable under the circumstances.
The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities
within the next financial year are discussed below:

Network Distribution assets
There are a number of assumptions and estimates used when performing DRC valuations over network assets. These include:
° the physical deterioration and condition of an asset, for example the company could be carrying an asset at an amount that does not

reflect its actual condition. This is particularly so for those assets, which are not visible, for example underground cabling. This risk
is minimised by the Company performing a combination of physical inspections and condition modeling assessments of underground

assets.
° estimating any obsolescence or surplus capacity of an asset; and
° estimates are made when determining the remaining useful lives over which the asset will be depreciated. These estimates can be

impacted by the local conditions, for example weather patterns. If useful lives do not reflect the actual consumption of the benefits
of the asset, then the company could be over or under estimating the annual deprecation charge recognised as an expense in the
statement of comprehensive income. To minimize this risk the company’s infrastructural asset useful lives have been determined
with reference to the ODV handbook, and have been adjusted for local conditions based on past experience. Asset inspections,
deterioration and condition modeling are also carried out regularly as part of the company’s asset management planning activities,
which gives the Scanpower Limited further assurance over its useful life estimates.

Goodwill

Determining whether there has been impairment in relation to goodwill requires an assessment of the value in use of the cash generating
assets with which the goodwill is associated. This is undertaken by estimating the future cashflows expected to arise and using a suitable
discount rate to estimate the present value of the future cash flows.

Changes in Accounting Policies

XRB A1 establishes a for-profit tier structure and outlines which suite of accounting standards entities in different tiers must follow.
Scanpower Limited is eligible to and has elected to report in accordance with Tier 2 For-profit Accounting Standards (NZ IFRS RDR). In
adopting NZ IFRS RDR, the Company has taken advantage of a number of disclosure concessions. There were no other impacts on the

current or prior year financial statements of transitioning to NZ IFRS RDR.

There have been no other changes in accounting policies during the year.
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Note 2:
Note 2015 2014
$'000 $'000
(i) Operating revenue
Network line rentals 8,404 7,905
Transmission rental rebates 57 92
Plumbing and electrical contracting 1,059 1,111
Power line contracting 6,407 3,897
Oringi Cold Stores 2,131 2,067
Treesmart 210 183
Meter reading 37 102
Interest income - -
Rental income 247 164
18,552 15,521
(i) Other income
Gain on disposal of property, plant and equipment - -
Gain on valuation of investment property 68 26
Other 40 41
108 67
Total revenue 18,660 15,588
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Note 3:

Note 2015 2014
$'000 $'000
(i) Operating expenses
Transmission expenses 2,442 2,311
Network discounts 14 1,075 1,343
Employee benefit expense
- Employee benefit plans 149 126
- Other employee benefits 4,600 4,222
Cost of sales and other operating expenses 6,726 4,818
14,992 12,820
(ii) Other expenses
Audit fees for financial statements audit 66 65
Audit fees for Disclosure Regulations 25 25
Directors remuneration and expenses 127 127
Operating lease expenses 347 275
Loss on disposal of property, plant and equipment 33 79
Loss on valuation of investment property - -
Loss on valuation of land and buildings - -
Bad debt expense 4 10
602 581
(iii) Depreciation and impairment
Depreciation on network assets 988 972
Depreciation on other assets 571 454
Amortisation of intangible assets 28 26
1,587 1,452
(iv) Finance expense
Interest paid 381 228
381 228
Total expenses 17,562 15,081

SCANPOWER LIMITED ANNUAL REPORT 2015

37



Notes to the Financial Statements cont

FOR THE YEAR ENDED 31 MARCH 2015

Note 4:

2015 2014

$'000 $'000
Taxation
Components of tax expense
Current tax expense 243 122
Deferred tax on temporary differences 78 25
Total tax (refund)/expense 321 147
Relationship between tax expense and accounting profit
Surplus/(deficit) before tax 1,198 603
Tax at 28% 336 169
Plus (less) tax effect of:
Non-deductible expenditure 3 3
Non-taxable income (28) (34)
Deferred tax adjustment (23) 8
Prior year adjustment 33 1
Tax (refund)/expense for the year 321 147

Property, plant and Employee Other Tax
equipment  entitlements Provisions losses Total

Deferred tax assets/(liabilities)
Balance at 31 March 2013 (5,891) 178 7 - (5,706)
Charged to profit and loss (45) 21 (6) - (30)
Prior period adjustments 5 - - - 5
Balance at 31 March 2014 (5,931) 199 1 - (5,731)
Charged to profit and loss (90) 20 1 - (69)
Prior period adjustments 9) - - - 9)
Balance at 31 March 2015 (6,030) 219 2 - (5,809)
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Note 5:

2015 2014
$'000 $'000
Equity
Contributed Capital
Authorised and fully paid up share capital of $7,500,000
ordinary shares 7,500 7,500
Retained Earnings
As at 1 April 8,285 7,861
Transfers from:
Asset revaluation reserve on disposal of property, plant and equipment 55 68
Asset revaluation reserve on transfers to investment property - -
Net profit/(loss) for the year 877 456
Transfers to:
Dividend declared and paid (100) (100)
As at 31 March 9,117 8,285
Asset Revaluation Reserves
As at 1 April 12,374 12,442
Land, buildings and fixtures revaluation gains/(losses) - -
Valuation gain on transfer of properties to investment properties 510 -
Deferred tax on property revaluations - -
Transitional adjustment — adoption of NZIAS 12 (revised) - -
Transfer of revaluation reserve to retained earnings on
disposal of property, plant and equipment (55) (68)
Balance at end of the year 12,829 12,374
Asset revaluation reserve consists of:
Freehold land 309 227
Freehold buildings and fixtures 1,589 1,161
Distribution assets 10,931 10,986
Total reserves 12,829 12,374
Total Equity 29,446 28,159
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Note 6:
2015 2014
$'000 $'000
Cash and Cash Equivalents
Current account 1,116 321
Bank deposits (short term) - -
Total cash and cash equivalents 1,116 321
The carrying value of short-term deposits with maturity dates of three months or less approximates their fair value.
Note 7:
Debtors and other receivables
Trade debtors 2,346 2,230
Related party receivables 1" 22
Prepayments 103 52
Contracting work in progress 193 98
2,653 2,402
Less provision for impairment of receivables (9) (5)
Total debtors and other receivables 2,644 2,397

Fair value

Debtors and other receivables are non-interest bearing and receipt is normally on 30-day terms, therefore the carrying value of debtors and

other receivables approximates their fair value.

Movement in the provision for receivables are as follows:

At 1 April 5 23
Additional provisions made through the year 17 17
Provisions reversed during the year (9) (3)
Receivables written off during the year (4) (32)
At 31 March 9 5
The Company holds no collateral or other credit enhancements for financial instruments that give rise to credit risk, including those
instruments that are overdue or impaired.

Note 8:

Inventories

Network and contracting stock 459 398
Plumbing and electrical stock 119 243
Total inventories 578 641

The write-down of inventories amounted to $6,456 for Network and Contracting stock and $83,540 for Plumbing and Electrical stock with

the approval to write-down the value of solar stock by 80% (2014 total write down of $11,575).

No inventories are pledged as security for liabilities. However, some inventories are subject to retention of title clauses.
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Note 9:

Property, Plant and Equipment
Work in Progress

Capital work in progress is contained in the following categories:

2015 2014
$'000 $'000
Corporate 57 -
Oringi Cold Stores 20 -
Network Contracting 1" -
Total work in progress 88 -
Network  Buildings Oringi Motor Plant & Computer Land Total
Assets & fixtures site Vehicles Equipment Equipment
$'000 $'000 $'000 $'000 $'000 $'000 $000 $'000
Property, plant and equipment
Gross carrying amount
Balance at 31 March 2014 28,334 1,270 3,307 2,355 6,230 524 - 42,020
Additions 821 31 47 1,518 1,310 64 - 3,791
Disposals (290) - - (152) - - - (442)
Revaluations - - 510 - - - - 510
Transfers - (10) (674) - - - - (685)
Balance at 31 March 2015 28,865 1,291 3,190 3,721 7,540 588 - 45,195
Accumulated depreciation and impairment
Balance at 31 March 2014 (1,602) (74) (104) (1,716) (1,250) (356) - (5,102)
Disposals/Transfers 225 - - 146 - - - 371
Impairment loss charged to profit - - - - - - - -
Net revaluation (increments)/decrements - - - - - - - -
Depreciation expense (897) (35) (58) (168) (313) (88) - (1,559)
Balance at 31 March 2015 (2,274) (109) (162) (1,738) (1,563) (444) - (6,290)
Net book value at 31 March 2014 26,732 1,196 3,203 639 4,980 168 - 36,918
Net book value at 31 March 2015 26,591 1,182 3,028 1,983 5,977 144 - 38,905
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Note 9:

Property, Plant and Equipment (Continued)
Revaluation

Operational land and buildings

Operational land and buildings are valued at fair value using market-based evidence. Land is valued based on its highest and best use
with reference to comparable land values. The market value for buildings is determined using market rents and capitalisation rates.

The most recent valuation was performed by MR. I.R. Mollison ANZIV, of the firm lan Mollison & Associates, Dannevirke, and the valuation
is effective as at 31 March 2013.

Network Distribution assets

Network Distribution assets are valued using the depreciated replacement cost basis. There are a number of estimates and assumptions
exercised when valuing network assets using the depreciated replacement cost method. These include:

° Estimating any obsolescence or surplus capacity of the asset.

° Estimating the physical deterioration and condition of the asset, for example the company could be carrying an asset at an amount
that does not reflect its actual condition. This is particularly so for those assets, which are not visible, for example underground
cabling. This risk is minimised by the Company performing a combination of physical inspections and condition modeling
assessments of underground assets.

° Estimates are made when determining the remaining useful lives over which the asset will be depreciated. These estimates can be
impacted by the local conditions, for example weather patterns. If useful lives do not reflect the actual consumption of the benefits
of the asset, then the company could be over or under estimating the annual deprecation charge recognised as an expense in the
statement of comprehensive income. To minimise this risk the company’s infrastructural asset useful lives have been determined
with reference to the ODV handbook, and have been adjusted for local conditions based on past experience. Asset inspections,
deterioration and condition modeling are also carried out regularly as part of the company’s asset management planning activities,
which gives the Scanpower Limited further assurance over its useful life estimates.

The most recent valuation was performed by Mr M Hearn NZCE (Elec.) REA and Mr L Bettles BA (Hons) MBA (Distinction) of Scanpower
Limited and was peer reviewed by Mr P Caffyn B.Eng (Hons), DipEng, DipMngt, MBA, MinstD. The valuation is effective as at 31 March
2011.

Oringi Site — Restrictions on use of site

A memorandum of encumbrance was registered over the property transferred in order to secure the performance and observation of
Scanpower’s obligations in the covenant deed. The covenant places a number of restrictions on the use of the property which prevents
Scanpower from either using the site personally for processing of Livestock product or selling or leasing the site to another party to perform
such activities. If Scanpower break these terms and conditions they will be subject to an annual rent charge, payable to Silver Fern Farms,
totaling $500,000 per annum for 50 years.

Impairment

Property, plant and equipment were tested for impairment at year end. The recoverable amounts were still deemed to be equal to the
carrying amounts and therefore no impairment gains or losses were recognised.
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Note 10:

Computer software  Goodwill Total
$'000 $'000 $'000
Intangible Assets
Gross carrying amount
Balance at 31 March 2014 418 550 968
Additions 18 - 18
Disposals - - -
Balance at 31 March 2015 436 550 986
Accumulated amortisation and impairment
Balance at 31 March 2014 (207) - (207)
Disposals - - -
Amortisation expense (28) - (28)
Balance at 31 March 2015 (235) - (235)
Net book value at 31 March 2014 21 550 761
Net book value at 31 March 2015 201 550 751
Note 11:
2015 2014
$'000 $'000
Investment Property
Balance at 1 April 1,189 1,163
Additions - -
Disposals - -
Transfers from property, plant and equipment 685 -
Fair value gains/(losses) on valuation 68 26
Balance at 31 March 1,942 1,189

The additions to investment properties are the properties at the Oringi Business Park that are currently under lease contracts and have now
been reclassified as investment properties. The properties under lease contract were recognised as investment properties because the
leased sites were separately identifiable and were no longer incidental to the Company’s business. Consequently they met the recognition
criteria under NZ IAS40. On transfer to Investment Property the leased sites were valued and the gain in value taken to equity under NZ

IAS40 para (61).

Valuation process

The Company’s investment properties were independently valued by lan Mollison (Registered Valuer ANZIV) as at 31 March 2015. The

valuer is registered as an Associate Member of the NZ Institute of Valuers and holds an Annual Practicing Certificate.
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Note 12:

Interest in Associates

On 8 November 2007 Scanpower Limited acquired a third share in the Kiwi Sock Company, a sock manufacturing company.

2015 2014
$'000 $'000
Investment in Associate
Balance at 1 April 462 426
New investments during the year - -
Disposal of investments during the year - -
Share of total recognised revenue and expenses 100 96
Dividends declared and received - (60)
Balance at 31 March 562 462
Scanpower Limited’s share of the result of the associate entity is as follows:
Share of surplus before taxation 139 134
Less taxation expense (39) (38)
Total recognised revenue and expenses 100 96
Summarised financial information of associate company
Assets 2,029 1,887
Liabilities 441 417
Revenues 3,150 3,070
Surplus/(deficit) 299 288
Scanpower’s interest 33.33% 33.33%
Note 13:
Borrowings
Current portion
Bank overdraft - -
Non-current portion
Term loan 8,000 5,500
Total borrowings 8,000 5,500

The cash and cash equivalents of $1,116,000 (note 6) is the net cash, cash equivalent and bank overdraft for the purpose of the Statement

of Cashflow (2014: $321,000).

The bank has a perfected security interest in all present and after acquired property of Scanpower Limited for payment of the overdraft

facility. The maximum amount that can be drawn down against the overdraft facility is $8 million (2014: $5.5 million). There are no
restrictions on the use of the facility. The total borrowings were in accordance with the bank covenants.

The term loan matures on 29 August 2019 with the full amount of term loan and overdraft facility payable at that date.
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Note 14:

2015 2014

$'000 $'000
Creditors and Other Payables
Trade payables 741 748
Other payables and accruals 1,278 1,632
Related Party payables - -
Income in advance 177 14
GST payable 219 167
Total creditors and other payables 2,415 2,561

Trade and other payables are non-interest bearing and are normally settled on a 30-day term, therefore the carrying value of trade and
other payables approximates their fair value.

Included in other payables and accruals is an amount of $1,000,000 for the payment of the Network discounts in September 2015. The
accrual as at 31 March 2014 was $1,350,000 and the total discount payments in August 2014 were $1,425,353. As result of the decrease
of the accrued amount for the September 2015 discount payment the Network discounts in note 3(i) is disclosed as $1,075,354.

Note 15:

Employee Benefits

Employee entitlements

Balance at 1 April 756 651
Additional provision made 607 503
Amount utilised (498) (398)
Balance at 31 March 865 756

Employee entitlements

Classified as:

Current 609 503
Non current 256 253
Total employee entitlements 865 756

Employee entitlements include accrued wages, bonuses, accrued holiday pay, retirement gratuities and long service leave. Where
settlement is expected to be greater than one year, the entitlement is calculated on an actuarial basis.

Note 16:

Commitments
Capital Commitments

As at 31 March 2015 the Company had capital commitments to the value of $380,000 for the renovations of Investment Properties
(2014: $0).

Operating Leases as Lessee
Scanpower Limited leases property, plant and equipment in the normal course of its business. The majority of these leases have a non-

cancellable term of 36 months. The future aggregate minimum lease payments to be paid under non-cancellable operating leases are as
follows:
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2015 2014
$'000 $'000

Non-cancellable operating leases as lessee

<1 year 323 287
> 1 year but < 5 years 589 580
> 5 years - -
Total 912 867

Operating Leases as Lessor

Scanpower leases parts of buildings at the Oringi Business Park site under operating leases. The leases are with Metalform Limited,
Outgro Bio Agricultural Ltd, the Rangitane Trust, the Tararua District Council, NNNZ Casings Ltd and Intrepid Semiconductor NZ Ltd.

Non-cancellable operating lease as lessor

<1 year 216 62
> 1 year but < 5 years 1,175 -
> 5 years 726 -
Note 17:

Contingent Assets and Liabilities

There were no contingent assets or liabilities as at 31 March 2015 (31 March 2014: Nil).
Note 18:

Transactions with Related Parties

Scanpower Limited is a subsidiary of the Scanpower Customer Trust. Scanpower Limited has significant influence over Kiwi Sock
Company Limited as an associate.

The following transactions were carried out with related parties (disclosed GST inclusive):

Scanpower Customer Trust

Service fees charged 6 6
Election costs 3 -
Other costs - 1

Receivable at year end - -

Kiwi Sock Company

Items purchased 16 3
Items sold 3 1
Receivable at year end 1 -

Scanpower Limited paid dividends to the value of $100,000 to the Scanpower Customer Trust (2014: $100,000). The Kiwi Sock Company
paid dividends to the value of $55,833.34 to Scanpower Ltd during the 2014-15 financial year (2014: dividend paid $60,000).

Scanpower provided services to the “For Homes” group of companies in which one of its Directors, P Clayton is a principal. Total sales to
this group amounted to $33,334 for the year end to 31 March 2015 (2014: $40,358). The amount outstanding at balance date was $3,326
(2014: $8,166).

During the year, Metalform Limited, a company in which a Director, Allan Benbow is employed, provided services to the value of $273
to Scanpower (2014: $4,564). Amount owed at year end was $0 (2014: $3,661). Total sales to Metalform amounted to $94,599 (2014:
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$53,924) and at 31 March 2015 the outstanding amount was $8,036 (2014: $13,997).

Scanpower provided services to Donald & Associates Limited in which one if its Directors, Christine Donald, is the principal. Total sales to
the company amounted to $0 (2014: $338) and the amount owing at year end was $0 (2014: $0).

Scanpower provided services to Lloyd, Dodson and Pringle in which one of the Scanpower Customer Trustees, Rowena Bowie is a
principal. Total sales to Lloyd, Dodson and Pringle amounted to $223 for the year end to 31 March 2015 (2014: $178) with amount
receivable by Scanpower at balance date of $0 (2014: $0). Lloyd, Dodson and Pringle provided services to the value of $14,652 to
Scanpower (2014: $79,465) with $0 owed at year end (2014: $39,864).

During the year Scanpower has provided services to Tamaki Farms Ltd to the value of $148 under normal terms of trade. Christine Donald,
a Director of Scanpower Ltd, is also a Director of Tamaki Farms Ltd (2014: $0).

Bob Henry, a Director of Scanpower, is also a Director of RMCN Limited. During the year Scanpower provided services to the value of
$3,574 to RMCN Ltd under normal terms of trade. (2014:$1,098).

Christine Donald, a Director of Scanpower Ltd, is also a 50% shareholder in Philip Land Company Limited. Scanpower provided services
to the value of $1,766 (2014: $506) to Philip Land Company during the year under normal terms of trade.

2015 2014
$'000 $'000

Key management personnel compensation

Compensation and other benefits 1,077 1,000

Key management personnel include the Directors and the Executive Team with the greatest authority for the strategic direction and
management of the Company.

Note 19:

Financial Instrument

Note 19A:

Financial Instrument categories

The accounting policies for financial instruments have been applied to the following line items below:

Total Financial Assets 2,486 2,350
Total financial liabilities at amortised cost 10,238 8,047
Note 20:

Events Subsequent to Balance Date

There are no post balance sheet date events that will have an effect on these financial statements.
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