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Introduction
Welcome to the Westpower Statement of Corporate Intent for 2021 - 2023.
This Statement of Corporate Intent sets out the overall objectives for the Westpower Group of
Companies and incorporates forecasts for the three years to 31 March 2023.
Westpower’s Directors have established a strategic direction which includes growing the wider
business, while ensuring that the core business of electricity distribution is sustained.
This strategy of growth and stability will deliver sustainable businesses and returns for West Coast
electricity consumers, who are Westpower’s ultimate owners and beneficiaries.

Mission
A West Coast Company operating successful businesses
which provide first class electrical and technology solutions,
wherever our customers take us
Vision
Recognised for excellence in all links of the
electricity value chain

Westpower’s Board of Directors (from left to right),
Tony Williams, Hugh Little, Ross Pickworth, Deputy Chair Sue Merriman and Chairman Mike Newcombe
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Values
Staff of all ElectroNet Companies contributed to the development of the Organisations Values, which
are provided below.
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Strategic Initiatives
The Group’s key strategic initiatives are as follows:

GENERATION
• Support existing
developments
• Continue consenting for
Waitaha
• Review the wider strategy

ALIGNMENT
•

DIVERSIFICATION
•

Align the strategic focus
across the group

INNOVATION

OPTIMISATION
• Optimise our systems and
processes to support our
future direction

Look for areas of
diversification

•

Investigate opportunities
to innovate around
existing and new
opportunities

People
Our people are the driving force behind these strategic
initiatives, and it is their dedication and commitment that
will help us to achieve.
We recognise that investment in our people is an
investment in the future of our organisation. Maintaining
good employee relations will be achieved by continuing to
be a fair employer.
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Safety
Safety of our People
The Board and Management have made the following commitments with regard to Health and
Safety.

Health and Safety Commitment
The Boards of the Westpower and ElectroNet Companies recognise that Health and Safety Leadership is a key
priority for the organisation. In respect of the companies Westpower Ltd, ElectroNet Services Ltd, ElectroNet
Transmission Ltd,Mitton ElectroNet Ltd, and ElectroNet Technology Ltd the Board makes the following
commitment to Health and Safety management.
The Board is committed to:
-

-

-

Assisting with building a culture of excellence in the organisation’s approach to Health and Safety;
Providing appropriate resources for Health and Safety activities to ensure that our people and members of
the public are kept safe from harm resulting from any
action or inaction of the company and from the assets
of the company;
Monitoring the Health and Safety performance of the
group overall and each company within the group;
Ensuring that management have appropriate,
suitable, adequate and effective systems maintained
to monitor Health and Safety of workers and the
associated processes so that they are always effective;
Ensuring that our assets are designed built and
maintained with Health and Safety in mind;

The Board’s expectation of Management is that it will:
-

Provide Safety Leadership by continuously demonstrating a dedicated commitment to safety in all activities
through the direction and support of all workers who contribute to the effectiveness of the safety system;
develop, lead and promote a culture of excellence in Health and Safety through the implementation of
strategies that support the intended outcomes of the Safety System;
Regularly communicate with our people and the community on Health and Safety as it relates to their
interaction with our companies and our assets;
Implement programs which monitor the Health and Wellbeing of our people;
Regularly report to the Board on the Health and Safety strategies that have been adopted, and on
performance against the objectives from the strategy;
Regularly report to the Board on the performance of the Westpower assets with specific regard to Health
and Safety.

Management is committed to:
-

Providing Safety Leadership by continuously demonstrating a dedicated commitment to safety in all
activities;
Building a culture of excellence in Health and Safety through the implementation of strategies that
encourage participation and training;
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-

Regularly communicating with our people and the community on Health and Safety as it relates to their
interaction with our companies and our assets;
Implementing programs which monitor the Health and Wellbeing of our people;
Regularly reporting to the Board on the Health and Safety strategies that have been adopted, and on
performance against the objectives from the strategy;
Regularly reporting to the Board on the performance of the Westpower assets with specific regard to Health
and Safety.

This commitment underpins the Company’s Health and Safety policies, procedures
and reporting. The Board takes an active role in rigorously monitoring health and
safety performance and ensuring that systems and processes are well maintained,
subject to continuous improvement and regularly independently verified. Health and
Safety Leadership is a key focus for the Board, who are committed to ensuring that a
best practice culture is maintained in all businesses.
The ElectroNet companies operate a comprehensive safety system. During 2019 the Westpower
Group achieved ISO45001 certification in respect of its Workplace Safety Management Practices.
Staff participation is key to the success of any safety management system and is therefore a significant
focus for the group.

Public Safety
Westpower also operates a Safety Management System (SMS) in respect of its infrastructure assets
and their interaction with the public. The SMS has been developed in terms of best practice, as
evidenced by the independent audit of the system. This audit has provided assurance that the systems
and processes meet the requirements of NZS 7901, which relates specifically to Electricity Distribution
and Transmission, Electricity Generation and Gas infrastructure.
One of the requirements of the standard is that continuous improvement is a feature of any plans.
This will be verified in ongoing audits of the system.
Public safety is an important element of the joint commitment of the Board and Management, as set
out in the commitment statement mentioned above.

ElectroNet’s Executive Management Team (from left to right),
Rodger Griffiths, Robyn Scott, Peter Armstrong, Rob Caldwell, Pete Theron and Tricia Rands
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Nature and Scope of Activities
The core business of the Westpower group is electricity. Over recent years the strategy of the group
has been to grow this core business by leveraging off the potential of the skills and knowledge within
the group.
This approach has provided the ability to not only secure our position in
niche specialisations, but to expand our services into wider electrical
fields.
Our vision for the group supports a continuation of this strategy.
The scope of our services cross over into “…..all links of the electricity
value chain”.







GENERATION
WHOLESALE
TRANSMISSION
DISTRIBUTION
CONSUMER SERVICES
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Our ability to provide the wide range of services throughout the electricity value chain comes from
the businesses that we operate within the group.
These are:

The consultancy and contracting services will be delivered throughout New Zealand, the Pacific
Islands and Australia, “…wherever our customers take us”.
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Electricity Pricing Policy
The Line Charge Pricing Methodology uses an economic pricing model designed to give clear signals to
generators and retailers operating in the electricity market. This results in a tariff comprising a
combination of fixed, demand and energy-based charges based on measurements of electricity
demand at each customer's premises.
Supporting this approach, transmission charges will be treated transparently and passed through to
customers without mark-up. Customers able to avoid some of these charges through efficient demand
side management will thus receive the full benefit from doing so.
Separate distribution charges have been developed for each group of customers that reflect the costs
of operating the distribution system.
In general, averaging over the whole of the Group's distribution area has been applied, and rural and
urban customers will be charged equally.
In recent months we have undertaken a review of the allocation of the costs of owning and operating
the network on the basis that they could be allocated to the various lines (which we refer to as feeders)
that carry energy from Grid Exit Points. The modelling of our current cost allocation against this feederbased approach has revealed what at first glance appears to be a cross subsidy from urban to rural
consumers.
This is not totally unexpected as what is revealed is that the further residential and small business
owners reside from major urban centres, the greater the infrastructure required to service them.
The approach of allocating costs to feeders is generally designed to provide a signal of the cost of
supply so that alternative approaches can be considered by consumers. There are a number of reasons
why we believe this approach is not justified, particularly in areas such as South Westland which are
at the end of long sub transmission lines. Examples are:
-

-

-

The further the consumers are from the urban area’s the longer fault restoration times can be.
This means that the costs do not necessarily reflect the quality of service consumers may receive.
In some areas signalling the cost of supply may result in consumers adopting inefficient alternative
investments. For example, large business demands are unlikely to be able to be met by solar panel,
wind or diesel generation as cost effectively as a line that already exists in the area.
We are of the view that signalling the cost of supply for new loads on the network may have some
benefit, however Westpower’s lines in general have excess capacity available for new loads, and
the cost of those lines is already sunk.
Changing current cost allocation to a feeder-based approach would result in price shocks to some
consumers while producing only small benefits to others. The socio-economic impacts of price
changes must be taken into account when considering changes. What is important in any future
pricing decisions is to not increase the level of any actual or perceived cross subsidy further.
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In addition to the matters outlined above it is important to note the results of our consumer survey
on pricing which was undertaken in early 2019. The results of the survey showed a clear preference
from the majority of mass market consumers to pay the same amount as they do now for the same
quality of supply, but through a fixed annual charge rather than a charge based on consumption.
The fact that 80% of Westpower consumers qualify for the Low User Fixed Charge means that under
current regulation we are not able to provide a pricing option that meets that expectation. We are
also of the view that there is sufficient anecdotal evidence to suggest that regulation will be extended
to cap increases in distribution charges in the future.
On this basis we are not proposing any changes to our current pricing methodology.
This SCI forecasts an increase in Westpower’s distribution pricing for 2020 of 2%, with forecast
increases of 1% for each of the 2022 and 2023 years. While the actual level of increase will be
determined annually, this forecast movement in prices reflects efforts to hold distribution price
increases as close to forecast inflation as possible, while retaining the ability to change subject to
circumstances prevailing in each year.
As always, the Directors are very careful to balance the needs of the network against those of the
community when setting prices.
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Special Discount to Consumers
The distribution of operating surpluses to customers through a discount on line charges is considered
by the Board of Directors on an annual basis. The Directors have regard to future results and the
circumstances prevailing, with the objective of ensuring that an appropriate level of earnings for
profitable investment in the Group’s business is retained and that capital commitments can be met in
a manner which does not impact the debt leveraging of Westpower.
In a change in timing from previous years, the Directors have determined in advance of the
commencement of the financial year that the discount to be shared amongst consumers in December
2020 will be $5m. In accordance with established practice, the Directors recommend an appropriate
allocation of the special discount between customer classes, taking into account the contribution that
various groups of customers make to the Group’s overall revenue.
The methodology recommended in this SCI for allocation of the discount between consumer groups
is shown below. This methodology is consistent with that applied in previous years:

a.

The consumers are split into two groups, one of category 1 and 2 consumers (domestic
and small to medium businesses), and the other of category 3, 4, and 5 consumers (large
businesses and bulk consumers).

b.

The total discount is allocated to each group based on the proportionate share of total
income received from each group.

c.

Category 3, 4 and 5 will receive a share of their entitlement based on total consumption
for the 12 months ending 30 September 2020.

d.

Category 1 and 2 consumers receive a fixed amount of $15 per consumer, with the
remainder allocated on the basis of consumption for the 12 months ending 30
September 2020.

The financial forecasts included in this SCI include the impact of special discounts to be applied.
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Performance Measurement
The following performance targets have been set for the three years ended 31 st March 2021.

Safety
TARGET = ZERO HARM
The Westpower group has set a Zero Harm target for all group companies. The graph below reflects
our performance over the past five years on the basis of the Lost Time Injury Frequency Rate (LTIFR)
on a million hour basis.

LTIFR
6
5
4
3
2
1
0
2019-20

2018-2019

2017-2018

2016-2017

2015-2016

Two Lost time injuries occurred during the 2020 year with one contributing an LTIFR of 1.67, and the
other happening late in the year and was not able to be quantified at the time this document went to
print.
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Electricity Distribution
Measurement of Westpower’s performance in managing its assets is achieved through a mix of
reliability targets and financial ratios, as set out below:

SAIDI – System Average Interruption Duration Index

In February 2018 tropical cyclones Fehi and Gita hit the West Coast within 19 days of each other, with
wide ranging damage and power outages experienced. These cyclones alone took Westpower’s SAIDI
and SAIFI from running close to forecast levels into exceeding forecasts at levels not seen since cyclone
Ita in 2015.

SAIFI – System Average Interruption Frequency Index
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OPEX Ratio = Operational Expenditure divided by Systems Assets Depreciated Replacement Cost (DRC)
CAPEX Ratio = Capital Expenditure divided by System Assets DRC

Renewal Ratio = Asset Renewal-Refurbishment Opex & Capex divided by Depreciation

From the 2013 year, asset replacement and renewal expenditure has been re-analysed to ensure it
reflects the age and condition of the network. This coupled with the slowdown in the volume of
capacity increase driven projects has resulted in the renewal ratio in recent years being low. The
increase in renewal ratio in 2022 and 2023 reflects an increase in expenditure related to renewal of
transformers in large rural substations.
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Electricity Consultancy/Contracting/Technology
Performance targets for competitive subsidiary businesses are commercially sensitive and are
therefore not disclosed publicly.

Financial Performance targets set at a group level incorporate and reflect the performance of
subsidiary businesses.

Electricity Generation
Measurement of performance of majority owned Amethyst Hydro Ltd is based on electricity
generation availability and capacity targets.

Availability refers to the percentage of the time that generation production is available to be injected
into the distribution network. Factors which can affect this statistic include scheduled maintenance
outages and unscheduled outages.

Capacity refers to the percentage of the maximum output that is able to be achieved over a twelve
month period. As this is a run of the river scheme, i.e. there is no water storage capacity, generation
will always be impacted by periods of low rainfall and low river flows.

Environment
2021

2022

2023

Number of reported breaches of
Resource Consent conditions
per annum

0

0

0

Number of Environmental
Incidents

0

0

0
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Financial Performance Management
2021

2022

2023

Group Operating Surplus before tax
and after discount

$7.93m

$11.19m

$12.58m

Pre Discount Operating Surplus
before tax on consolidated
shareholder funds

4.0%

5.5%

6.0%

Post Discount Operating Surplus
before tax on consolidated
shareholder funds

5.3%

7.1%

7.6%

% of Contracting Revenues from
group external parties

>50%

>50%

>50%

Consolidated Shareholders funds to
total assets

>50%

>50%

>50%
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Related Party Transactions
The relationship between group companies is based on the provision of services by subsidiaries to the
parent, and by subsidiaries to each other. The nature of the transactions entered into are arms length.

Because of the number of transactions entered into between companies, it is not possible to describe
them in detail in this document. It is sufficient to say that the main transactions entered into will be
within the nature and scope of activities described in this Statement of Corporate Intent.
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Interface with Shareholders
Information to be provided to Shareholders

The Group will provide information which meets the requirements of the Companies Act 1993 and the
Energy Companies Act 1992. The following information will be available in respect of the Group:

• Half yearly reports will be delivered to the shareholders within three months after the end of
the first half of each financial year. These reports will comprise:
A report from the directors covering the operations from the half year period;
The following unaudited financial information:
•
•
•
•
•

Statement of Accounting Policies
Statement of Financial Performance
Statement of Movements in Equity
Statement of Financial Position
Statement of Cash Flows

• Annual Reports will be delivered to the shareholders within four months of the end of each
financial year and will comprise:
A report from the directors covering the operations for the year;
Audited consolidated financial statements for the financial year in respect of the company and
its subsidiaries;
Auditors' report on the financial statements and the performance targets (together with other
measures by which performance of the Group has been judged in relation to the Group's
objectives).
The Group's audited consolidated financial statements will comprise the following:
Statement of Accounting Policies
Statement of Financial Performance
Statement of Movements in Equity
Statement of Financial Position
Statement of Cash Flows

Page 18

Statement of Corporate Intent 2021/23

Such other statements as may be necessary to fairly reflect the financial position of the Group, the
resources available to them, and the financial results of the operations.
•

A draft Statement of Corporate Intent will be delivered to the shareholders not later than ten
working days before the commencement of each financial year.

•

It will be possible for the shareholders to request further information or reports from the
directors where the information required relates to a decision to be made by the shareholders.

Procedures for Acquisition of Shares in Other Companies or Organisations

As a general policy, a proposed share investment by Westpower will be required to meet the same
financial criteria as any significant capital expenditure. In addition, the questions of control and risk
will be addressed.
All group share investment and sale proposals will be considered by the directors. Shareholders will
be consulted on all group share investment proposals and any such proposal will be put to the
shareholders for approval.
Transaction Details
The Energy Companies Act 1992 requires the Group to publish in its Statement of Corporate Intent,
the details of any transactions that the Group intends to enter into with any related company.

There are no transactions requiring disclosure under the Energy Companies Act 1992.

Dividends
The Board of Directors will include within its report on the operations of the Group (prepared after
the end of each financial year) a statement recommending the maximum amount of dividend (if any)
payable in respect of equity securities. The dividend will be restricted to a sum which when the
preference dividend is taken into account, will be sufficient to finance the operations of the Trust. In
recommending the amount of dividend payable to the holders of its equity securities, the Directors
will follow the procedure specified in the Companies Act 1993 and adopt a practice similar to that of
comparable public companies.
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Accounting Policies
1

REPORTING ENTITY

Westpower Limited is a company domiciled in New Zealand and registered under the Companies Act
1993. The consolidated financial statement comprise the parent and its subsidiaries (see page 9),
together referred to as the Group.

The company is a reporting entity for the purposes of the Companies Act 1993 and its financial
statements comply with that Act and section 44 of the Energy Companies Act 1992.

Westpower Limited is primarily involved in the reticulation of electricity and electrical contracting.

Forecast financial statements for the consolidated group are presented.

2

BASIS OF PREPARATION

(a)

Statement of Compliance
The financial statements have been prepared in accordance with New Zealand generally accepted
accounting practice (NZ GAAP). They comply with NZ equivalents to International Financial Reporting
Standards (NZ IFRSs) and other applicable financial reporting standards appropriate for profitoriented entities. The Group is a Tier 1 for-profit entity and has reported in accordance with Tier 1
for-profit accounting standards.

(b)

Basis of Measurement
The financial statements have been prepared on the historical cost basis except for the following:
• derivative financial instruments are measured at fair value.
• equity instruments designated at fair value through other comprehensive income.
• distribution assets and land and buildings are measured at fair value.

(c)

Functional and Presentation Currency
These financial statements are presented in New Zealand dollars ($), which is the Group's functional
currency. All financial information presented in New Zealand dollars has been rounded to the nearest
thousand.

(d)

Use of Estimates, Judgments and Assumptions
The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.
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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 and in any future periods
affected.
In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amount recognised in the
financial statements are described in the following notes:
• note3(j)(iii) measurement of the recoverable amount of cash generating units.

3

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements, and have been applied consistently by Group entities.

(a)

Basis of Consolidation

(i)

Subsidiaries
Subsidiaries are entities controlled by the Group. Control exists when the Group has the power to
govern the financial and operating policies of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently are exercisable are taken into account. The
financial statements of subsidiaries are included in the consolidated financial statements from the
date that control commences until the date that control ceases.

(ii)

Transactions Eliminated on Consolidation
Intra-group balances, and any unrealised income and expenses arising from intra-group transactions,
are eliminated in preparing the consolidated financial statements. Unrealised gains arising from
transactions with equity accounted investees are eliminated against the investment to the extent of
the Group’s interest in the investee. Unrealised losses are eliminated in the same way as unrealised
gains, but only to the extent that there is no evidence of impairment.

(b)

Foreign Currency Transactions
Transactions in foreign currencies are translated at the foreign exchange rate ruling on the date of
the transaction. Foreign currency monetary items at reporting date are translated at the exchange
rate existing at reporting date. Non-monetary assets and liabilities carried at fair value that are
denominated in foreign currencies are translated at the rates prevailing at the date when the fair
value was determined. Exchange differences are recognised in the profit or loss in the period in which
they arise.

(c)

Financial Instruments

(i)

Financial Assets
Financial assts are classified, at initial recognition, and subsequently measured at amortised cost or
fair value through other comprehensive income (FVOCI).
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Financial assets are recognised initially at fair value plus, for instruments not at fair value through
profit or loss, any directly attributable transaction costs. Subsequent to initial recognition financial
assets are measured as described below.
Financial Assets at Amortised Cost
Financial assets at amortised costs include cash and cash equivalents, short term deposits, trade and
other receivables and other loans receivable.
Financial assets at amortised cost are subsequently measured using the effective interest method and
are subject to impairment. Gains or losses are recognised in profit or losses when the asset is
derecognised, modified or impaired.
Financial Assets Measure at FVOCI
The Group’s investment in non subsidiary equity securities are classified as fair value through other
comprehensive income. Subsequent to initial recognition, they are measured at fair value and
changes therein, other than impairment losses (see note 3(j)(i)), are recognised directly in equity.
When an investment is derecognised, the cumulative gain or loss in equity is transferred to profit or
loss.
The fair value of equity investments that are not traded in an active market and are classified as
FVOCI, is based on the non-market valuation techniques.

(ii)

Financial Liabilities
Financial liabilities are classified, at initial recognition as loans and borrowings, payables, or
derivatives designated as hedging instruments. All financial liabilities are recognised initially at fair
value.
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Loans and Borrowings
After initial recognition, all borrowings are measured at amortised cost using the effective interest
rate method.

Trade and Other Payables
Trade and other payables are initially measured at fair value and subsequently measured at amortised
cost using the effective interest rate method.

Derivative Designated as Hedging Instruments

The Group uses derivative financial instruments to hedge its exposure to interest rate risks arising
from operational, financing and investment activities. In accordance with its treasury policy, the
Group does not hold or issue derivative financial instruments for trading purposes. However,
derivatives that do not qualify for hedge accounting are accounted for as trading instruments.

Derivative financial instruments are recognised initially at fair value and transaction costs are
expensed immediately. Subsequent to initial recognition, derivative financial instruments are stated
at fair value at each balance date. The gain or loss on remeasurement to fair value is recognised
immediately in profit or loss. However, where derivatives qualify for hedge accounting, recognition of
any resultant gain or loss depends on the nature of the hedging relationship (see below).

Cash Flow Hedges
Changes in the fair value of the derivative hedging instrument designated as a cash flow hedge are
recognised directly in equity to the extent that the hedge is effective. To the extent that the hedge is
ineffective, changes in fair value are recognised in profit or loss.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold,
terminated or exercised, then hedge accounting is discontinued prospectively. The cumulative gain or
loss previously recognised in equity remains there until the forecast transaction occurs. When the
hedged item is a non-financial asset, the amount recognised in equity is transferred to the carrying
amount of the asset when it is recognised. In other cases the amount recognised in equity is
transferred to profit or loss in the same period that the hedged item affects profit or loss.

(iii)

Share Capital

Ordinary Shares
Incremental costs directly attributable to the issue of ordinary shares and share options are
recognised as a deduction from equity.
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Preference Share Capital
Preference share capital is classified as equity if it is non-redeemable, or redeemable only at the
Parent’s option, and any dividends are discretionary. Dividends thereon are recognised as
distributions within equity.

Preference share capital is classified as a liability if it is redeemable on a specific date or at the option
of the shareholders, or if dividend payments are not discretionary. Dividends thereon are recognised
as interest expense in profit or loss.

(d)

Property, Plant and Equipment

(i)

Recognition and Measurement
Property, plant and equipment are stated at cost or valuation less accumulated depreciation and
impairment losses. The cost of property, plant and equipment at 1 April 2006, the date of transition to
NZ IFRS, was determined by reference to its fair value at that date.

Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the asset to a working condition for its intended use, and the costs of
dismantling and removing the items and restoring the site on which they are located.

When parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.

(ii)

Subsequent Costs
The cost of replacing part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will
flow to the Group and its cost can be measured reliably. The costs of the day-to-day servicing of
property, plant and equipment are recognised in profit or loss as incurred.

(iii)

Depreciation
Depreciation is recognised in profit or loss on a straight-line or diminishing value basis over the
estimated useful lives of each part of an item of property, plant and equipment. Land is not
depreciated. The estimated useful lives for the current and comparative periods are as follows:
- electricity distribution system

15 - 70 years SL

- electricity generation assets

5 - 70 years SL

- buildings

5 - 50 years SL

- motor vehicles

10 - 50% DV

- plant and equipment

2.5 - 67% DV

- furniture and fittings including computers

5 - 67% DV
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Depreciation methods, useful lives and residual values are reassessed at the reporting date.

(iv)

Subsequent Measurement
Land and buildings are subsequently measured at fair value. Fair value is determined on the basis of a
periodic independent valuation prepared by external valuers. Land and buildings were revalued as at
1 April 2014 by Coast Valuations Limited, registered valuers. The fair values are recognised in the
financial statements of the consolidated entity, and are reviewed at the end of each reporting period
to ensure that the carrying value of land and buildings is not materially different from fair value.

The distribution system is subsequently measured at fair value. Fair value is determined on the basis
of a periodic independent valuation prepared by external valuers, based on a discounted cashflow
approach. Distribution system assets were revalued by PricewaterhouseCoopers as at 31 March2017.
The fair values are recognised in the financial statements of the consolidated entity and are reviewed
at the end of each reporting period to ensure that the carrying value of the distribution system is not
materially different from fair value. Consideration is given as to whether the distribution system is
impaired as detailed in note 3(j)(iii).

Any revaluation increase arising on the revaluation of land and buildings and the distribution system is
credited to the asset revaluation reserve, except to the extent that it reverses a revaluation decrease
for the same asset previously recognised as an expense in profit or loss, in which case the increase is
credited to the profit or loss to the extent of the decrease previously charged. A decrease in carrying
amount arising on the revaluation of land and buildings and the distribution system is charged as an
expense in profit or loss to the extent that it exceeds the balance, if any, held in the asset revaluation
reserve relating to a previous revaluation of that asset.

Depreciation on revalued buildings and the distribution system is charged to profit or loss. On the
subsequent sale or retirement of a revalued item, the attributable revaluation surplus remaining in the
asset revaluation reserve, net of any related deferred taxes, is transferred directly to retained
earnings.

(e)

Goodwill
Goodwill arises on the acquisition of subsidiaries. Goodwill represents the excess of the cost of the
acquisition over the Group’s interest in the net fair value of the assets and liabilities of the acquiree.
Goodwill is measured at cost less accumulated impairment losses. Where impairment losses are
recognised these are not reversible.

(f)

Other Intangible Assets
Other intangible assets that are acquired by the Group, which are finite useful lives, are measured at
cost less accumulated amortisation and accumulated impairment losses.

Amortisation is recognised in profit or loss on a diminishing value basis over the estimated useful lives
of the intangible assets, other than goodwill, from the date that they are available for use. The
estimated useful lives for the current and comparative periods are as follows:
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- software

(g)

10-67% DV

Contract Balances
Contract Assets
A contract asset is the right to consideration in exchange for good or services transferred to the
customer. If the Group performed by transferring goods or services before the customer pays
consideration or before payment is due, a contract asset is recognised for the earned consideration
that is conditional. It is measured at cost plus profit recognised to date less progress billings and
recognised losses. Cost includes all expenditure related directly to specific projects.
Trade Receivables
A receivable represents the Group’s right to an amount of consideration which is unconditional.
Standard payment terms are for payment due 20th of the month following the date of invoice. As a
practical expedient, the Group has made no adjustment for the effect of the financing component of
the of contract if the Group expects, at contract inception that the period between the transfer of
goods and service and payment will be less than one year.
Contract Liabilities
A contract liability is the obligation to transfer goods or services to a customer which the Group has
received consideration from the customer. If a customer pays consideration before the Group
transfers the goods or services to the customer, a contract liability is recognised when the payment is
made. Contract liabilities are recognised as revenue when the Group performs under the contract.

(h)

Leased Assets (as lessor)
Leases in terms of which the Group transfers substantially all the risks and rewards of ownership are
classified as finance leases. These assets are disposed of by the Group and a receivable recognised at
an amount equal to the lower of its fair value and the present value of the minimum lease payments.

(i)

Inventories
Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based
on the weighted average cost principle, and includes expenditure incurred in acquiring the inventories
and bringing them to their existing location and condition. Net realisable value is the estimated selling
price in the ordinary course of business, less the estimated costs of completion and selling expenses.

(j)

Impairment

(i)

Impairment of Financial Assets
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The carrying amounts of the Group’s financial assets are reviewed at each balance date and an
allowance for any expected credit losses recognised. Expected credit losses are based on the
difference between the contractual cashflows due in accordance with the contract and all the
cashflows that the Group expects to receive discounted at an effective interest rate.
Expected credit losses directly reduce the carrying amount of assets and are recognised in the profit or
loss.
Trade Receivables
The recoverable amount of the Group’s receivables carried at amortised cost is calculated as the
present value of estimated future cash flows, discounted at the original effective interest rate (i.e. the
effective interest rate computed at initial recognition of these financial assets). Receivables with a
short duration are not discounted.
Impairment losses on an individual basis are determined by an evaluation of the exposures on an
instrument by instrument basis. All individual instruments that are considered significant are subject
to this approach.

(ii)

Impairment of Equity Instruments
Equity instruments are deemed to be impaired whenever there is a significant or prolonged decline in
fair value below the original purchase price. For this purpose prolonged is regarded as any period
longer than nine months and significant as more than 20 percent of the original purchase price of the
equity instrument.

Any subsequent recovery of an impairment loss in respect of an investment in an equity instrument
classified as FVOCI is not reversed through profit or loss.

(iii)

Impairment of Non Financial Assets
The carrying amounts of the Group’s non-financial assets, other than inventories and deferred tax
assets are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists then the asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. A cash-generating unit is the smallest identifiable asset group that
generates cash flows that are largely independent from other assets and groups. Impairment losses
are recognised in profit or loss.
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The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its
fair value less costs to sell. 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.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is reversed
only to the extent that the asset’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised.

(k)

Employee Benefits

(i)

Defined Contribution Plans
Obligations for contributions to defined contribution pension plans are recognised as an expense in
profit or loss when they are due.

(ii)

Other Long Term Employee Benefits
The Group’s net obligation in respect of long-term employee benefits is the amount of future benefit
that employees have earned in return for their service in the current and prior periods; that benefit is
discounted to determine its present value, and the fair value of any related assets is deducted. The
discount rate is the risk free interest rate. Any actuarial gains or losses are recognised in profit or loss
in the period in which they arise.

(iii)

Short Term Benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided.

(l)

Provisions
A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the liability.

(m)

Revenue

(i)

Lines Charges
The Group provides electricity distribution services to energy. This revenue is recognised at the time
of supply under the output method based on the quantity, time and capacity provided. This reflects
the physical transfer of the services to the customer.
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(ii)

Electricity Generation
Electricity generation revenue is recognised at the time of supply under the output method based on
the date, time and quantity of electricity generated. This reflects the physical transfer of the services
to the customer.

(iii)

Contracting and Consulting Revenue
The Group provides electrical engineering consultancy and contracting services. The Group satisfies
the performance obligations and recognises revenue over time. Revenue is recognised under the
input method based on the costs incurred to date with reference to stage of completion of the
contract and the contract value.
Performance obligations are considered to be satisfied over time on the basis that performance
creates or enhances an asset that the customer controls and which has no alternative use (i.e. is a
customised solution). The fact that another supplier would not need to re-preform the services
provided to date demonstrates that the performance obligations are satisfied over time.
The transaction price is normally fixed at the start of the project, However changes to job scope,
performance against contract timeframes or quality provisions, result in elements of variable
consideration. Variable consideration is estimated based on the most likely amount. The variable
consideration is not considered constrained based on the defined underlying contract provisions, the
Group’s historical performance and that the uncertainty will be resolved within a short timeframe.
As a practical expedient, the Group need not disclose the transaction price allocated to remaining
performance obligations on the basis that

(iii)

•

the Group has a right to consideration from a customer in amount equal to the value transferred
to the customer for the performance completed i.e.lines charges and electricity generation; or

•

the performance obligation is part of a contract that has an original expected duration of one
year or less i.e. contracting and consulting revenues.

Vested Assets and Capital Contribution
Vested assets are recognised as revenue at the fair value of the assets at the point that assets are
connected to the network.
Capital contribution payments are calculated in line with Westpower’s capital contribution policy.
Capital contributions are recognised as revenue when payable at the point that the assets are
connected to the network.

(n)

Leases (as lessee)
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(i)

Finance Leases
A finance lease is a lease that transfers to the lessee substantially all the risks and rewards incidental to
ownership of an asset, whether or not title is eventually transferred. At commence of the lease term,
the Group recognises finance leases as assets and liabilities in the balance sheet at the lower of the fair
value of the leased item or the present value of the minimum lease payments.

The finance charge is charged to the profit or loss over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability. The amount recognised as an asset is
depreciated over its useful life. If there is no certainty as to whether the Group will obtain ownership
at the end of the lease term, the asset is fully depreciated over the shorter of the lease term and its
useful life.

(ii)

Operating Leases
An operating lease is a lease that does not transfer substantially all the risks and rewards incidental to
ownership of an asset. Payments made under operating leases are recognised as an expense on a
straight-line basis over the term of the lease.

(o)

Finance Income and Expenses
Finance income comprises interest income on funds invested, unwinding of the discount on assets and
dividend income. Interest income is recognised as it accrues, using the effective interest method.
Dividend income is recognised on the date that the Group’s right to receive payment is established.

Finance expenses comprise interest expense on borrowings and dividends on preference shares
classified as liabilities. Borrowing costs directly attributable to the acquisition, construction, or
production of a qualifying asset are capitalised as part of the cost of that asset. A qualifying asset is
defined as a separate asset where the construction period exceeds twelve months and costs in excess
of $2m. All other borrowing costs are recognised in profit or loss using the effective interest method.

(p)

Income Tax Expense
Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or
loss except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is the amount of income tax payable or recoverable in future periods in respect of
temporary differences and unused tax losses. Deferred tax is recognised using the balance sheet
method, providing for temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not
recognised for differences relating to investments in subsidiaries and jointly controlled entities to the
extent that they probably will not reverse in the foreseeable future. Deferred tax is measured at the tax
rates that are expected to be applied to the temporary differences when they reverse, based on the
laws that have been enacted or substantively enacted by the reporting date.
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A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which temporary difference can be utilised. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit
will be realised.

(q)

Goods and Services Tax
All items in the financial statements are net of Goods and Services Tax except for debtors and creditors
which are shown in the balance sheet inclusive of GST. 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 IRD is included as part of receivables or
payables in the balance sheet.
The net GST paid to, or received from the IRD, including the GST relating to investing and financing
activities, is classified as an operating cash flow in the statement of cashflows.

4

DETERMINATION OF FAIR VALUES
A number of the Group’s accounting policies and disclosures require the determination of fair value, for
both financial and non-financial assets and liabilities. Fair values have been determined for
measurement and/or disclosure purposes based on the following methods. Where applicable, further
information about the assumptions made in determining fair values is disclosed in the notes specific to
that asset or liability.

(a)

Property, Plant and Equipment
The fair value of the distribution system assets is based on a discounted cashflow methodology.
The fair value of land and buildings (excluding specialised buildings) are determined using a market
comparable method. This means that valuations performed by the valuer are based on active market
prices, adjusted for differences in the nature, location or condition of the specific property.
Where buildings are of a specialised nature such as substation and depot buildings, these have been
valued on a depreciated replacement cost basis.

(b)

Investments in Equity
The fair value of equity instruments through other comprehensive income is determined by nonmarket valuation techniques at the reporting date.

(c)

Derivatives
The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for
reasonableness by discounting estimated future cash flows based on the terms and maturity of each
contract and using market interest rates for a similar instrument at the measurement date.
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Prospective Financial Information
The financial statements which follow have been prepared on the basis of assumptions made in respect of
future costs and revenues and performance of group companies. Costs in relation to provision of electricity
infrastructure are also based on determining levels of reliability and quality of service to consumers.
Individual assumptions material to the financial statements follow:

1.

Interest on borrowings has been calculated at 2.5 - 3.5% per annum in the three years of the forecasts
included.

2.

Westpower’s base line charges are projected to increase by 1% in each of the 2022 and 2023 periods.

3.

Network demand over the three years is not forecast to increase other than in 2020 with the temporary
increase in demand relating to the Pike River Re-entry.

4.

Forecast growth in the ElectroNet subsidiaries includes potential growth in sales, the extent of which is
uncertain due to timing and contract negotiations still to be completed. This is not uncommon in relation
to the activities undertaken by the subsidiaries. For this reason forecasts should be viewed as the best
estimate of future performance

5.

Significant assumptions as to the future operating, maintenance, capital and renewal costs associated
with the extensive network assets employed by Westpower have been made through the Asset
Management Plan. This publicly available document details assumptions made in respect of setting the
budgets adopted in this SCI.

6.

No decisions have been made regarding the allocation of the surplus cash reflected in the Statement of
Cash Flows. The surplus cash may be used for investment in other revenue generating assets.

The impact on the prospective financial information that the world wide pandemic CoVid-19 may bring has nt been able
to be factored in to this
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Forecast Statement of Financial Performance

WESTPOWER GROUP
FORECAST CONSOLIDATED INCOME STATEMENT

Operating Revenue

Operating Expenses
Depreciation & Amortisation

Operating Profit (Loss)
Finance Income

1

2021

2022

2023

Group

Group

Group

$000

$000

$000

82,935

89,065

92,169

82,935

89,065

92,169

68,122

71,225

73,129

6,552

6,533

6,495

74,674

77,758

79,624

8,261

11,307

12,546

462

489

611

Finance Expenses

(788)

(605)

(568)

Net Finance Cost

(326)

(116)

43

Profit (Loss) Before Incom e Tax

7,935

11,191

12,589

Income Tax

2,363

3,191

3,575

Profit (Loss) After Incom e Tax

5,572

8,000

9,013

320

320

320

5,252

7,680

8,693

less Dividends Paid

1. Group revenues include the effect of line charge discounts of $5m in 2021 and $3m in 2022 and 2023
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Forecast Statement of Financial Position
WESTPOWER GROUP
FORECAST CONSOLIDATED BALANCE SHEET
2021

2022

2023

Group

Group

Group

$000

$000

$000

146,856

146,690

146,089

7,094

7,082

7,069

150

50

NON CURRENT ASSETS
Property, Plant and Equipment
Goodw ill and Other Intangibles
Other Investments and Receivables
Financial Instruments

(87)

(41)

154,012

153,781

153,159

Cash and Cash Equivalents

25,515

32,024

39,636

Trade and Other Receivables

15,865

16,306

16,801

Total Non Current Assets
CURRENT ASSETS

Inventories
Current Tax Assets
Total Current Assets
TOTAL ASSETS

918

918

918

(129)

(400)

(400)

42,169

48,847

56,955

196,181

202,628

210,114

31,100

31,100

31,100

EQUITY
Share Capital
Reserves
Retained Earnings

10,936

10,966

10,991

105,562

113,155

121,758

Minority Interest

1,281

1,374

1,467

TOTAL EQUITY

148,879

156,594

165,316

19,300

17,800

16,300

673

673

673

Deferred Tax Liabilities

18,798

18,811

18,822

Total Non Current Liabilities

38,770

37,283

35,795

8,532

8,751

9,003

8,532

8,751

9,003

47,302

46,034

44,797

196,181

202,628

210,114

NON CURRENT LIABILITIES
Loans and Borrow ings
Employee Benefits

CURRENT LIABILITIES
Trade and Other Payables
Current Portion of Borrow ings
Total Current Liabilities
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES
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Forecast Statement of Cash Flows

WESTPOWER GROUP
FORECAST CONSOLIDATED STATEMENT OF CASHFLOWS
2021

2022

2023

Group

Group

Group

$000

$000

$000

Cash Flow s from Operating Activities
Receipts from Customers

82,765

87,972

462

489

(67,879)

(70,030)

(818)

(611)

(570)

Income Tax Paid

(2,479)

(2,920)

(3,575)

Net cash inflow s/(outflow s)

12,050

14,899

15,558

Interest Received
Payments to Suppliers and Employees
Interest Paid

91,674
611
(72,582)

from operating activities
Cash Flow s from Investing Activities
Proceeds from Sale of Property, Plant and Equipment

8

8

8

100

100

50

(10,219)

(6,679)

(6,184)

(10,111)

(6,571)

(6,126)

Repayments of Borrow ings

(800)

(1,500)

(1,500)

Dividends Paid

(320)

(320)

(320)

(1,120)

(1,820)

(1,820)

820

6,508

7,612

Cash and cash equivalents at 1 April

24,695

25,515

32,024

Cash and cash equivalents at 31 March

25,515

32,024

39,636

Loan and Sinking Fund Payments Received
Acquisition of Property, Plant and Equipment
Acquisition of Investments
Net cash inflow s/(outflow s)
from investing activities
Cash Flow s from Financing Activities
Proceeds from Borrow ings
Capital Contribution from Shareholders

Net cash inflow s/(outflow s)
from financing activities
Net increase (decrease) in cash

Page 35

