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RIGHLIGHTS

il FOR THE 12 MONTHS
$2 bl”IOn T0 31 MARCH 2015

Total assets T -

~ $171 million

Amount invested in
maintaining, renewing and
developing our networks

Maintenance, renewal and
development projects

20% over
target

Workplace safety interactions
by Executive Management Team

Powerco customer
satisfaction rating

Percentage of employees
recommend Powerco as
a great place to work
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CHAIRMAN AND CEQ’S
INTRODUCTION

Your reliable partner, delivering
New Zealand's energy future.

In profitable partnership with our stakeholders, we are powering the future
of New Zealand through the delivery of safe, reliable and efficient energy.

On behalf of the Board of Directors and
Executive Management Team we are
pleased to present shareholders and
security holders with this Annual Report
for the 12 months to 31 March 2015.

Powerco continues to focus on
engaging with its 430,000 consumers,
adapting to new technologies and
ensuring its gas and electricity networks
provide a reliable supply for the
communities it serves.

It was pleasing to see our work
plans for the electricity and gas
businesses achieved a combined
completion rate of 101% against a
target of 95%.This was during a time
when the electricity business moved
to a new service provision model and
had to deal with unusually stormy
weather in the first half of the year.

Key highlights

*. We invested $170.9 million
in maintaining, renewing and
developing Powerco’s electricity
and gas networks, an increase
of 7.3% (2014: $159.2 million)

[ A record number of 8,532
scheduled maintenance, renewal
and development projects were
completed (2014: 8,390)

| Powerco surveyed more than 5,700
people. Of the Powerco consumers
surveyed (2,600), 94% indicated they
were happy with the level of service
the company provided

*| The Gas Hub programme of
initiatives resulted in 1,242 net
new gas connections. Gross new
connections, including reconnections,
were 20% higher than last year

Key to achieving our objectives is an
engaged workforce. Our latest staff

4

survey, undertaken in June 2014,
revealed 83% of employees
recommended Powerco as a great place
to work. Powerco outperformed the
energy sector benchmark in the majority
of survey questions. The six questions
relating to safety were in the top

10 scores.

What’s more, the company’s health
and safety performance continued
to be better than industry average
performance and incident reporting
by contractors is improving.

During the year, the industrial sector
had strong growth particularly the
dairy and kiwifruit sector. This growth
is reflected by high values in customer
projects totalling $25.6 million (2014:
$16.8 million).

We have also seen net domestic
connection rates lift nearly 300% to
3,842 (2014: 972), more than doubling
our annual projections. On the flip side,
average household electricity demand
has flattened and peak energy needs
have risen. This is due to consumers
investing more in energy efficient
technologies and deciding how to
better use energy in their homes.

Powerco is working with customers
to cater for new technology and pricing
solutions to assist them make choices
about when to use energy. This will help
ensure we can continue to deliver a
reliable supply of electricity.

Price regulation and new incentive
arrangements

Powerco is subject to price regulation
by the Commerce Commission.

In November 2014, the Commerce
Commission announced its decisions
on how the prices charged by Powerco
and other electricity distributors are
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allowed to change in the 2015-2020
period. Powerco’s charges were
permitted to increase by 0.16% as the
Commission found our charges already
enabled us to earn a fair rate of return.
During the year, the Commerce
Commission also reviewed and
implemented a change in the way it
calculates the rate of return we are
allowed to earn on the assets we
provide to meet customer needs.
We believe that the approach to this
review was not consistent with good
regulatory practice and the outcome
of the review was flawed. However, we
continue to work cooperatively with the
Commerce Commission to help ensure
New Zealand’s regulatory regime adopts
world best practice and delivers the level
of stability and rigour that is required to
meet the shared objectives of Powerco
and its customers for the long term.

Electricity Authority initiatives

The Electricity Authority has recently
introduced guidelines for how retailers
and distributors should communicate
price changes. Powerco welcomes this
initiative which should help to reduce
the consumer confusion that conflicting
descriptions of price changes have
sometimes caused in the past.

The Authority has also indicated
that it is interested in promoting more
efficient distribution pricing, particularly
in relation to advancing technologies
such as small scale solar panel
installations and electric vehicles.
Powerco is also keen to ensure its
prices promote efficient resource use
and anticipates constructive interaction
with the Authority on this issue.

Revenue

Total revenue was $445.9 million, a
7.3% increase on 2014’s $415.4 million.
Strong residential connection
and commercial growth, higher pass-
through costs (primarily transmission)
and more typical weather have all
contributed to the increase. Price
increases directly attributable to our
electricity and gas networks accounted
for $6.7 million (1.6%). The increase
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in revenue also included higher pass-

through costs of $10.2 million (2.5%),

volume and ICP growth of $7.8 million
(1.9%) and customer contributions to

capital work of $6.1 million (1.5%).

Earnings before Interest, Taxation,
Depreciation, Amortisation and
Financial Instruments (EBITDAF)

EBITDAF for the 12 month period ended
31 March 2015 was $249.2 million, an
increase of 9.7% (2014: $227.1 million).
The improvement was due not only to
the revenue increases already detailed
but the company being able to hold
expenses to levels achieved in 2014.

Underlying performance
of the company

Powerco is of the opinion that both
EBITDAF and Profit before Taxation,
adjusted to remove the impact of
unrealised gains and losses, are better
measures of the performance of the

company showing a 1.6% and 16.9%
year-on-year improvement respectively.
The following table shows Profit
before Taxation with Other Gains and
Losses for 2015 and 2014 removed. The
variance of $11.7 million is attributable
to the increase in EBITDAF ($22.1
million), largely offset by increases in
both depreciation and amortisation ($4.1
million) and finance costs ($6.8 million).

Net Profit After Tax (NPAT)

The company made a net profit after tax
of $73.7 million in the 12 months to 31
March 2015 compared to $91.8 million
for the 12 months ended 31 March
2014. This reduction in Net Profit after
Tax is due to much smaller gains

on unrealised valuations of financial
instruments and an increase in

taxation expense.The results reflect

the company’s resilience, stability

and on-going focus on performance
improvement. The company is continuing
its focus on being a reliable partner
delivering New Zealand’s energy future.

2015 2014 VARIANCE VARIANCE
$ MILLION $ MILLION $ MILLION %
Profit Before Taxation 93.7 88.3 5.4
Remove Other (Gains)/Losses (12.8) (19.1) 6.3
Underlying Profitability 80.9 69.2 11.7 16.9%

John Loughlin
Chairman

’ Nigel Barbour
Chief Executive

Back to contents >
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OUR BOARD

OF DIRECTORS

John Loughlin

MBA, BCA, FCA, FCIS, FCSAP, FNZIM,
ANZIIF (Fellow), AFInstD, INFINZ (Fellow)

Mr Loughlin is the Chairman
of the Powerco Board. He
is a professional company
director and Chairman of
Tru-Test Corporation Ltd
and Firstlight Foods NZ

Ltd. He is also a director

of Augusta Capital Ltd,

Port of Napier Ltd and Bay
Leisure & Events Ltd, and a
trustee of the Professionelle
Foundation. In his executive
career, Mr Loughlin was
Chief Executive Officer of
Richmond Ltd and prior to
that Finance Manager of that
company. He and his wife
Kathryn established and own
Askerne Estate Winery. Mr
Loughlin was appointed to
the Powerco Board in 2013.

Murray Bain mcom, Bsc

Mr Bain has wide experience
in working with boards as

a senior executive and as a
board member. He has held
senior roles with Trust Bank,
the Ministry of Business,
Innovation and Employment,
the Ministry of Science

and Innovation, Accident
Compensation Corporation
and the Reserve Bank of
New Zealand. In addition

to his role at Powerco he is
currently Chairman of the
Open Polytech of NZ, a
Director of TSB Bank and a
Director of the DHB Central
Technical Advisory Services
organisation. He also
provides consultancy services
to a wide range of public
and private organisations.
Mr Bain was appointed to
the Powerco Board in 2012.

Michael Bessell

BEc, LLB (Hons), GradDipAppFin

Mr Bessell is AMP Capital’s
Head of Origination and
Separately Managed
Accounts, Australia and
New Zealand. He leads

¢ AMP Capital's Australian
: and NZ origination team

and also has responsibility
for AMP Capital’s $3.5
billion customised accounts
infrastructure business.

He has more than 22 years

i of investment banking and
¢ investment experience,

with a focus on mergers
and acquisitions, equity
raising and developing
infrastructure projects as a
sponsor or principal across
all infrastructure subsectors.

i In the last five years, his
¢ team has transacted and

executed investments with an
enterprise value of more than
$5 billion. Mr Bessell was
appointed to the Powerco
Board in April 2015.

Michael Cummings
BEng, MIPENZ, MinstD, GAICD, MAICD

Mr Cummings is AMP
Capital’s Head of Australian
and New Zealand Funds,

i including responsibility
i for leading its Energy and

Utilities Sector Team. He

is also the Fund Manager
for AMP Capital’s domestic
flagship Infrastructure Equity
Fund, with investments in
transport, energy and social

i infrastructure assets. Before
i joining AMP Capital, Mr

Cummings was the Chief
Operating Officer (Energy)
at Brookfield Infrastructure.
He has more than 25 years’

i experience in the infrastructure

i sector. Mr Cummings
: was re-appointed to the
i Powerco Board in 2013,

having previously been a
Director between 2008

and 2012 when working
for BBI/Brookfield.

¢ Gordon Hay seng (Hons), Maa

Mr Hay is a Principal in the
QIC Global Infrastructure
team and co-heads the
team’s investment and
asset management activities
in the energy and utilities

i sector. He has more than

10 years corporate advisory
and transaction experience.
Prior to joining QIC, he

was Executive Director of
BurnVoir Corporate Finance,
an Australian boutique

i investment bank where
i he was responsible for

origination and execution

of merger and acquisition
transactions, debt financings
and equity raisings across
the infrastructure, energy

¢ and resources sectors.

Mr Hay joined the Powerco
Board in 2014 as Alternate
Director to Angela Karl.

In March 2015, Mr Hay
became a Principal Director.

i Angela Karl scom, L8 (Hons)

i (Alternate Director to Gordon Hay)

Ms Karl joined QIC in 2012
and is a Principal in the QIC
Global Infrastructure (Gl)
team. She is focused on the
power and utilities sector

i within QIC GI's broader
¢ infrastructure portfolio.

Prior to joining QIC, Ms Karl
had 11 years investment
banking, corporate advisory
and transaction experience
at both JPMorgan and

i UBS Investment Bank, with
i her most recent role as
i Australasian Head of Power
¢ and Utilities Advisory at

UBS. She is currently also a
Director of Epic Energy SA.
Ms Karl was appointed to
the Powerco Board in 2013
as Principal Director and
became Alternate Director
to Mr Hay in March 2015.

Tom Parry aw, ec, Mec, Phd

Dr Parry is Chairman of the
Australian Energy Market

: Operator. He is also a
i director of ASX-Compliance
i and the Brisbane Airport

Corporation. Previously,

Dr Parry was Chairman of
Sydney Water Corporation
and First Super Trustee
Corporation. He has held
several positions in regulation
and public policy, including
12 years as Foundation

i Executive Chairman of the
i Independent Pricing and
i Regulatory Tribunal of New

South Wales, Foundation
New South Wales Natural
Resources Commissioner
and Director of the New
South Wales Clinical
Excellence Commission.

He has more than 35 years’
experience as an academic,

¢ business and public policy
i consultant in the financial
i sector and as a regulator.

Dr Parry was appointed
to the Board of Powerco
in 2010.

David Rees MaA

(Alternate Director to Michael Bessell)

Mr Rees is Partner and
Head of Asset Management,
Infrastructure Europe,

AMP Capital Investors.
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He has responsibility for

the long-term performance
i of AMP Capital’s European
i infrastructure assets.

He has more than 28 years’
experience of infrastructure
businesses, including

10 years at international
network energy company,
National Grid, where he
held a number of senior
executive roles. He serves
on the boards of Thames

: Water, Angel Trains, Alpha
: Trains, Newcastle Airport

and Cyclone Windfarms.
Mr Rees was appointed

to the Powerco Board as
Alternate Director to Chris
Wade in November 2013
and was further appointed
to the Powerco Board as
Alternate to Michael Bessell
in April 2015.

Rob Verrion
BSc (Hon), FCA, CIGEM
(Alternate Director to Michael Cummings)

Formerly Head of Asset

Management, Europe,
responsible for the long-
term performance of
AMP Capital’s European
Infrastructure assets but
now a senior consultant,
Mr Verrion continues to
represent AMP Capital
on the boards of several

i European and Australian
i companies. Previously,

Mr Verrion was Chief
Executive Officer of Angel
Trains Group. Mr Verrion
has more than 30 years’
experience in infrastructure,
including serving as
Finance Director and then
Chief Operating Officer

of international gas and

i electricity company,

National Grid plc (Transco),

© and Chief Executive Officer

of Metrogas S.A. (Argentina).
Mr Verrion was appointed

to the Board of Powerco

in April 2015.
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EXECUTIVE
MANAGEMENT TEAM

Nigel Barbour

B.Com/LLB
Chief Executive

Mr Barbour is the Chief
Executive of Powerco,
leading the Executive
Management Team and
managing the company’s
broad range of business
interests. He joined
Powerco in October 2002
and has been in executive
management roles for the
past 12 years, including
General Manager Electricity.
Mr Barbour was appointed
Chief Executive in October
2011. He sits on the

New Zealand Electricity
Networks Association

and Gas Industry Company
boards. In April 2015 he
was appointed as a
member of the Security
and Reliability Council of
the Electricity Authority.

Jo Birnie

BSc (Hons) Psy, CIPD
Group Manager
Human Resources

Mrs Birnie joined Powerco
in June 2010. Prior to her
current role, she was an
HR advisor specialising in
learning and development.
Since moving with her
family to New Zealand
from the United Kingdom
in 2007, Mrs Birnie has
held generalist HR roles as
well as being Committee
Secretary for the Human
Resources Institute of

New Zealand Taranaki
branch. She has more than
10 years’ experience in
human resources — holding
management, specialist,
generalist and business

i partner roles in the private
i and public sectors including
i central government, health

and the retail industry.

Her HR specialist areas
include leadership,
organisational development,
change management and
coaching. Mrs Birnie is

i agraduate member of

the Chartered Institute of
Personnel and Development
(UK) and is a member of the
Human Resources Institute

of New Zealand.

i Stuart Dickson
¢ BEng (Mech)

General Manager Gas

Mr Dickson joined Powerco in
2011 as the General Manager
of Powerco’s gas business.

i He s a professional engineer
i who has worked in the gas

and energy industry for the
past 20 years in New Zealand
and the United Kingdom.

His experience spans asset
strategy and management,
network and plant operations,

i project delivery, consulting and }

engineering. Prior to joining
Powerco, Mr Dickson worked
as a consultant within the
gas industry and was
previously part of Vector’s
Gas Management Team.

Fiona Ewing

BSc (Hons), PGDip, CMIOSH, CNZISM
Group Manager Health, Safety,
Environment and Quality

Mrs Ewing joined Powerco

i in 2011 as Group Manager
i Safety, Health, Environment

and Quality. She is an
experienced health and
safety professional with
almost 30 years’ experience

i as a practitioner and

i leader in a wide range
: of industries including
i the energy, engineering,

construction, agriculture

and forestry sectors in the
United Kingdom. Roles in
New Zealand have focused
on major engineering projects
and contractor management

i within the energy sector.

Mrs Ewing is a Chartered
Member of the Institution

of Occupational Safety and
Health (United Kingdom)
and a Certified Member

of the New Zealand Institute

i of Safety Management.

Richard Fletcher

BSc (Hons) PhD

General Manager Regulation
and Government Relations

: Dr Fletcher joined
i Powerco in 2011 as

General Manager Regulation
and Government Relations.
He is responsible for
managing policy interactions
with the company’s
economic and technical
regulators, as well as
corporate relations with
official stakeholders.

Prior to joining Powerco,

Dr Fletcher was Regulatory
Strategy and Pricing
Manager at Transpower NZ

i Ltd. Dr Fletcher relocated
i with his family from the

United Kingdom in 2005.
He has worked in the
United Kingdom, Middle
East and South East Asia,
initially as an environmental
engineering consultant

i in various commercial

management roles in

the water and electricity
regulated network sectors.
From 2000 to 2005, he
was Head of Economic
Regulation at Welsh

¢ Water ple.

Paul Goodeve
LLB, BCA, CA, Barrister and Solicitor
of the High Court of New Zealand

General Manager
Operations Support

Mr Goodeve is responsible

for the management of
Powerco’s Operations
Support Team. The
Operations Support Team
includes Corporate Affairs,
Legal Services, Business
Information, Business
Development, Facilities,
the Programme Office

i and Information Systems.
i Mr Goodeve is a member
i of the Board of the Electricity :

and Gas Complaints
Commission. He joined
Powerco in 2004 and has
had roles as Regulatory
and Business Manager,
and Pricing, Risk and
Regulatory Manager.

His professional training

i isinlaw and commerce.

Dennis Martin
BCA, CA
: Chief Financial Officer

Mr Martin is Powerco’s

Chief Financial Officer,
responsible for the company’s
accounting and finance
activities. He has a Bachelor of
Commerce and Administration
and is a member of Chartered
Accountants Australia and
New Zealand, and The

Institute of Directors and
: Chartered Secretaries of

New Zealand. Before joining
Powerco in May 2010, Mr
Martin worked in various
senior accounting and
treasury roles in a number
of industries including
agribusiness, steelmaking,
mining and oil and gas.
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Andrew McLeod
BEng (Mech) PGDipFA

General Manager Electricity

Mr McLeod runs Powerco’s

i Electricity Team as General

Manager Electricity. He
joined Powerco in 2009 as
the General Manager Gas.
He is a mechanical engineer
and general manager with
18 years’ experience in the
heavy engineering, water
utility and gas utility sectors.
His experience spans
engineering strategy, project

i delivery, network and plant
i operations and commercial

sales. Prior to working for
Powerco, he was part of
Vector's Gas Management
Team in the role of Asset
Strategy Manager. He
also previously held senior
engineering management
roles in New Zealand

and the United Kingdom.
Mr McLeod is a Chartered
Member of the Institute

of Mechanical Engineers
(United Kingdom). He holds
professional qualifications
in the areas of engineering
and applied finance.
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CORPORATE

GOVERNANCE STATEMENT

As a listed issuer on the NZX

Debt Market (NZDX), Powerco is
required to include a statement on
its corporate governance policies,
practices and processes in its
annual report. In determining its
approach to corporate governance,
the Board has particular regard

to the NZX Corporate Governance
Best Practice Code and the
principles outlined in the Financial
Markets Authority Corporate
Governance Handbook.

The Board is responsible for the overall
direction and management of Powerco
and for protecting and enhancing the
value of the company’s assets.

To achieve these objectives, it has
adopted the following overarching
governance objectives:

=] To lay solid foundations for
management and oversight

<[ To structure itself to add value and
encourage performance growth

=] To promote ethical and responsible
decision making

=] To safeguard the integrity of its
financial reporting

<[ To respect the rights of its
shareholders and recognise the
legitimate interests of stakeholders

<[ To recognise and manage risk
<] To remunerate fairly and responsibly

Board composition

The Board comprises six non-executive
directors who are nominated and
appointed in accordance with an
agreement between the shareholders of
Powerco’s parent company, Powerco
NZ Holdings Limited. The Board

has enacted a Board Charter which
emphasises the importance of directors
being introduced to the management
and business of the company and of
on-going education to ensure that

directors are able to effectively perform
their duties. Board and director
performance is regularly assessed and
evaluated. Directors’ remuneration

is reviewed at least annually. Input is
sought from independent, professional
advisers on director remuneration.

As Powerco’s shares are not publicly
traded, directors’ remuneration does not
include any equity security components.

Board committees

The following committees have been
established to assist the Board, each
governed by a Committee Charter:

| A Regulatory and Asset Management
Committee to ensure Powerco is
meeting its regulatory requirements
and to assist the Board in relation
to asset management and related
investment decisions. The committee
members are Tom Parry (Chairman),
Michael Cummings, Gordon Hay and
John Loughlin. Note: Angela Karl was
a committee member until becoming
Mr Hay’s Alternate Director on 26
March 2015.

| A Treasury Committee to assist the
Board in relation to debt capital
funding, treasury management
(including on-going development
and review of treasury policies) and
minimising the total cost of capital.
The committee members are Michael
Bessell (Chairman), Murray Bain,
Gordon Hay and John Loughlin.
Note: Chris Wade was Chairman
until his resignation as a Director
on 31 March 2015 and Angela Karl
was a committee member until
becoming Mr Hay’s Alternate
Director on 26 March 2015.

[ An Audit and Risk Committee to
oversee the integrity of financial
reporting and manage the
relationship with external auditors,
including the monitoring of their
independence. The committee is
also responsible for the company’s
internal control environment and
risk management framework.

The committee members are Murray
Bain (Chairman), Michael Bessell,
Gordon Hay and John Loughlin.

Note: Chris Wade was a committee
member until his resignation as a
Director on 31 March 2015 and
Angela Karl was a committee
member until becoming Mr Hay’s
Alternate Director on 26 March 2015.

! The HR and Remuneration
Committee’s role is to provide advice
to the Board on human resources
and remuneration policies for
employees (including for the Chief
Executive and senior management),
performance-based components of
remuneration and the remuneration
of directors. The committee members
are John Loughlin (Chairman),
Michael Cummings and Gordon Hay.
Note: Angela Karl was a committee
member until becoming Mr Hay’s
Alternate Director on 26 March 2015.

The Board regularly assesses the
performance of each committee against
its Charter and reviews each Charter.

Code of Ethics

The Board regularly reviews Powerco’s
Code of Ethics which applies to the
personal and professional behaviour

of all directors, senior management
and other staff at Powerco. The Code
requires Powerco directors and staff to
be accountable for acting honestly and
with integrity, care and diligence. These
are also reflected in Powerco’s values
on page 10.

The Code emphasises the
importance of managing conflicts of
interest and using Powerco assets
and information properly. Provisions in
the Code about securities trading and
insider trading are expanded in separate
policies and procedures. Powerco has
whistle-blowing procedures in place and
mechanisms to protect whistle-blowers.
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POWERCO

AT A GLANCE

New Plymouth

Whanganui

Palmerston North

Wellington
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. Tauranga

. Napier
o

. Hastings
®

Powerco is a leading New Zealand electricity and gas infrastructure company providing distribution services
to more than 430,000 customers across the central and lower North Island.

[ Welhavelaround! ol
100,000 customers
connected to our gas
networks and 330,000
to our electricity
networks

Welhavelaround? i el
325 (full-time equivalent)
employees across
branches in New
Plymouth, Palmerston
North, Wellington

and Tauranga

=

Ourlnetworkslhavel

a combined length

in excess of 36,000 km
and span 28 territorial
authorities, six regional

councils and 11 electorates

Forlthelyearlended!
31 March 2015, we
conveyed 4,715 GWh
of electricity and
8,938,641 GJ of gas

*l Powerco’slelectricityl
networks are in Western
Bay of Plenty, Thames,
Coromandel, Eastern
and Southern Waikato,
Taranaki, Whanganui,
Rangitikei, Manawatu
and the Wairarapa

#] Durlgasipipelinelnetworks!
are in Taranaki, Hutt
Valley, Porirua, Wellington,
Horowhenua, Manawatu
and Hawke’s Bay

Map Key
. Electricity networks
. Gas networks

. Dual electricity and
gas networks
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OUR
VALUES

Values are an important part
of shaping how we act at

Powerco. They define the types

of behaviours and actions that
contribute to the success of
the company. The values and
behaviours are discussed with
employees as part of their
review and development.

10

Safe

We are committed to
keeping people safe.

Collaborative

We work together with our partners,
contribute our capabilities and provide
timely support and consideration to
achieve our collective goals.

Intelligent

We make informed decisions
for the best outcome. We continually
seek improvement and innovative
solutions from our suppliers
and ourselves.

Back to contents >

Trustworthy

We act with integrity. We are honest,

consistent and ethical. We trust each

other and our external partners and
work to be trusted in return.

Conscientious

We are proactive, hardworking, diligent
and thoughtful. We are mindful
of the needs of others and of the
environment. We take ownership
for our actions.

Accountable

We lead. We take ownership
of our decisions and responsibility
for our actions. We are
proactive in identifying and
resolving problems.
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DELIVERING
RESULTS

FINANCIAL SNAPSHOT $M|Lf?01; $MILf?Olﬁ
Income 445.9 4154
EBITDAF 249.2 227.1
Net loss on disposals, depreciation and amortisation (89.5) (85.9)
EBIT 159.7 141.2
NPAT 73.7 91.8
Total equity 534.4 515.2
Total assets 2,053.4 1,940.4
Borrowings 1,183.6 1,059.6

KEY FINANCIAL MEASURES

Gearing ratio 59.8% 60.4%

EBITDAF/revenue 55.9% 54.7%

EBIT/revenue 35.8% 34.0%

Equity/total assets 26.0% 26.6%

Net interest cover (EBIT/net finance costs) 2.0 times 2.0 times

Total Revenue for the period ($000) NPAT for the period ($000)

§ 2014 415,407 ;g 2014 91,831
2013 401,427 2013 62,076

£| 2012 281,040 £ 2012 25505

§ ‘ 2011 363,495 ;é ‘ 2011 26,883

Earnings before finance costs, loss on disposal, tax, depreciation,

amortisation and financial instruments for the period ($000) Total assets employed at end of period ($000)

§ 2014 227141 g 2014 1,940,375
2013 224,086 ; 2013 1,912,742

é ‘ 2012 147,826 2012 1,894,223

;g ‘ 2011 196,534 5 2011 1,886,027

11
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CUSTOMER CONNECTIONS

as at 31 March as at 31 March

2015 328,913 2015 103,788

ﬁ Electricity customer connections A Gas customer connections

The ICP count includes the status of active, inactive and ready as this aligns to the definition of the number of connections in the
electricity industry information disclosure requirements and ensures figures are reported consistently.

ENERGY TRANSPORTED

Energy transported in gigawatt hours (GWh) A Energy transported in gigajoules (GJ)
across Powerco’s electricity networks across Powerco’s gas networks
in the 12 months ending 31 March in the 12 months ending 31 March

2015 4,715 2015 8,938,641

*In 2013, the method for determining the volumes at Carter Holt Harvey changed briefly due to the onsite generation not being considered as embedded.
This resulted in volumes being 153 GWh higher than typical. Excluding this impact, the volumes for 2013 would have been 4,650 GWh instead of 4,803 GWh.

12
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ENGAGING

WITH CUSTOMERS

Prior to committing to
investment, Powerco considers
the needs of consumers to
strike a balance between price
and quality of service.

We recognise that customers have
diverse needs and expectations and

we aim to tailor our service to reflect this.
An example is providing higher levels

of security and reliability of energy to
central business districts where possible.

We engage with our customers
through consultation events, meetings,
key account management, surveys, as
pictured above, and other activities. The
events also give our staff an opportunity
to educate the public about the energy
sector and safety around our network.

One way to gather feedback is by
surveying people at the Central Districts
Field Days and National Field Days at
Mystery Creek. Around 2,600 of the
5,700 surveys completed at the two field
day events were by Powerco consumers.
Of those, 94% rated the reliability of their
supply as acceptable or better.

In a separate consultation initiative,
we gained insight into what residents
and businesses thought about a plan
to construct a new connection point
to the national grid near Putaruru.

The project will improve the security

of supply to around 11,000 properties

in the area. It was important for Powerco
to gauge community expectations on
the proposed project early on to ensure
expectations were met.
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Industrial sector growth

During the year, the industrial sector
experienced strong growth particularly
the dairy and kiwifruit sectors. This
growth is reflected by high values in
customer projects totalling $25.6 million
(2014: $16.8 million).

A change in milk cooling
requirements which come into effect
in 2018 will potentially impact on the
dairy industry’s electricity use. Milking
operations in New Zealand consume
around 685,000 MWh annually of
electricity and 20-25% of that is used
by refrigeration plants to cool the milk
following milking.

Many farmers are gearing up
for the new chilling requirements by
upgrading their farm electricity capacity.
Powerco’s Commercial Team visited
a farm in Opunake to see how new
regulations and technology impact
on the dairy industry.

Powerco wants to help farmers
manage peak loads with advancements
in its Basepower product line.

Back to contents >

Supporting businesses

Powerco understands the importance
of New Zealand having a vibrant export
industry.

We have more than 100 major
customers connected to our electricity
network and another 90 to our gas
networks. The majority are in the dairy,
food processing, manufacturing and timber
processing sectors. Many are companies
dependent on international trade and
require a reliable power supply to carry
out their day-to-day activities and meet
their long-term goals.

"It was a great opportunity to get
closer to our customers and leam
first-hand what's happening in
the ind USJ[W. r— Electricity Commercial Manager Eric Pellicer.

Powerco works closely to help these
large customers grow and prosper. One
company is Tatua Dairy in Piako. Tatua
exports 94% of its dairy products to more
than 60 countries worldwide each year.
Powerco has constructed a dedicated
zone substation to accommodate the
plant’s load growth. The business has
continued to expand in the form of a
new drier plant, pictured above, and
by increasing the electrical site load.
We are now installing new transformers
and associated assets to support the
increasing demand.
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A RELIABLE

PARTNER

Powerco’s vision is to be your
reliable partner, delivering

New Zealand’s energy future.
We do this through listening to
our customers, understanding
their needs and aiming to meet
their expectations.

Helping new businesses

Powerco’s Gas Team is working with
an American biofirm to understand the
gas capacity requirements for a new
factory in Feilding.

Proliant Health and Biologicals
will produce about half the world’s
supply of bovine serum albumin in the
factory. The serum albumin is used
in pharmaceuticals, vaccines and in
medical research.

Natural gas is being used to run
the boilers initially for 12 hours per
day and eventually 23 hours a day.
The installation has gone well, largely
due to working closely with Proliant to
understand its business.

Powerco worked with the customer
at an early stage, resulting in a
successful project for both parties.

Proliant is planning to build two other
factories in the future which will require
two additional gas connections.

Working with retailers

The Gas Hub programme of initiatives
has resulted in around 1,250 net new
gas connections.

Back to contents >

This strong growth is due to a joint natural
gas reconnection promotion developed

in partnership with Nova Energy. The
campaign targets people who have

an unused connection at their house,
offering a continuous flow hot water unit
plus installation at a special price.

The promotion has only been possible
through a willingness to work together
and a mutual desire to grow the natural
gas network.

the gas hle

Your natural gas connection

think differently

GAs | ELecTriciTY | soiar | Lre
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NEW

TECHNOLOGIES

Powering Tomorrow’s Homes

Energy choices and demands

are changing and we want to know
how we can best respond. Powerco’s
two-year Powering Tomorrow’s
Homes Project aims to give us that
answer. To do this, three houses have
been kitted out with a mix of solar
panels, insulation, space and water
heating, monitoring and controlling
systems, energy-efficient lighting and
energy storage.

The trial is far-reaching and
considers a range of factors such
as peak loads, behavioural changes,
solar panels, smart technology and
back-up energy storage.

Trial participants are recording
their experiences in a diary, helping
Powerco assess engineering and
behavioural aspects. The company
is monitoring electricity, gas and
water use, temperatures and moisture
levels in the homes.

The data collected will be beneficial
to Powerco and the wider electricity
sector.

16
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" Dovverco IS an iInnovative
company embracing new

technology and the opportunity
it creates to better meet customer

)
ﬁeed S Powerco Research and Development Manager Jamie Silk

Gas meters

Powerco is committed to growing

its gas business and delivering benefits
for customers, energy retailers and
distributors.

As part of this commitment, the
company launched a smart meter
trial across its networks in Wellington,
Taranaki, Hutt Valley and Porirua.

The meters produce daily data on
gas consumption which is available
via a secured web portal.

This trial demonstrated that

the technology is safe, reliable and
capable of providing retailers and
customers with information they
previously could not access in a timely
and efficient manner.

The benefits from the introduction
of the new meters include safety
improvements, remote reading, a shift
away from estimated bills and a better
understanding of gas consumption.
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DELIVERING A
RELIABLE SUPPLY

It has been a busy year for
planning and delivering network
projects. We invested $170.9
million in maintaining, renewing
and developing Powerco’s
electricity and gas networks
and completed 8,532 projects.

Projects were spread across Powerco’s
network areas. They included:

] An upgrade at the Te Ore Ore
substation on the edge of Masterton

=] An upgrade of the Parkville
substation near Eketahuna

=0 A major upgrade of the Piako
substation, a second point of
supply from the national grid for
the Morrinsville/Piako region

Mikkelsen Road substation upgrade

The old has made way for the new

with the completion of a new $3.8 million
Powerco substation at Mikkelsen Road
in Te Aroha.

Eight years in the making, the new
substation replaces a 55-year-old building
with an up-to-the-minute facility, providing
an improved service for Powerco
customers in the area. In its place is a
modern 33kV — 11kV facility, replacing
old switchgear and electromechanical
protection equipment with the latest
microprocessor-based equipment.

Former Thames Valley Electric Power
Board employee Allan Junge, pictured
below, was given a special tour of the

new substation. He helped fit-out the old
substation in the early 1970s.

The Mikkelsen Road substation has
served homes and businesses in
Te Aroha and the surrounding area
for more than half a century. Powerco’s
investment in the new facility will ensure
it continues to do so for another 50 years
and beyond.

Tauranga Eastern Link
cabling project

This project formed a key element of
Powerco’s long-term plan to provide
security and capacity to the Papamoa,
Wairakei and Te Tumu areas in the greater
Tauranga region.

The work was carried out in
conjunction with the construction of the

Eastern Arterial Link Road Corridor, a $500 :

million roading project due to officially
open later in 2015. Powerco’s $6.3 million
project involved installing 10km of 33kV-
capacity underground circuits.

Wellington gas pipeline inspection
The Gas Team undertook a complex
project to inspect a gas pipeline that
supplies the Wellington region. The
pipeline needed to be inspected to see if
any repair work, or possible replacement,
was required.

The pipeline, pictured above, installed
in the early 1970s, is suspended under the
Takapu Road bridge in Tawa. It runs over

the Porirua Stream and the electrified North

Island main trunk railway line. In addition
to this, the condition of the 45m-long steel
pipe was relatively unknown.

These factors brought an element
of complexity to what would normally
be a fairly routine inspection job. There
were extra logistic and safety matters

Back to contents >

to consider to ensure the project ran
smoothly and was a safe working
environment. To assess the pipe’s
condition, the steel casing and covering
were removed. Scaffolding was erected
for contractors to work on the site.

The impact of storms

Powerco is the largest electricity
distributor by network length which
provides unique challenges, particularly
during severe weather events and
restoring network supply following
storm damage, as pictured above.

Four large storms caused damage
to Powerco’s electricity network during
the year.

The most severe was in June,
when wind and heavy rain battered
the Coromandel and Tauranga regions
resulting in 33,000 customers losing
power. Supply was restored to all but
4,000 by the following morning and just
a handful by the end of that day.

The restoration effort was managed
safely and efficiently. The effort to restore
power to consumers was an example
of Powerco effectively working with its
service providers and retailers for the
benefit of customers.

Despite our best efforts, in the year
to 31 March 2015 Powerco exceeded
its outage duration, or SAIDI, target of
210.13 minutes by 7.51 minutes. We
were comfortably within our outage
frequency, or SAIFI, target (2.28 versus
the target of 2.80). The SAIDI exceedance
was due principally to weather conditions
but does not represent a breach of our
regulated price-quality path because a
breach requires exceedance in two-out-
of-three years.
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IN THE
COMMUNITY

We believe one of our
responsibilities is supporting
the communities in which

we operate. We have a strong
sponsorship programme that
has helped many different
community groups, charities
and events across the

North Island.

During the past 12 months we have
supported more than 100 different events
and organisations including surf lifesaving
clubs, school galas, kindergartens, sports
clubs and many more.

As part of our community involvement
we sponsored a hearing dog puppy
through his training. The dog, named
Edison by Powerco’s Facebook
community, was trained by Hearing
Dogs New Zealand. He has been
matched with a hearing-impaired
woman in New Plymouth and alerts
her to sounds such as alarm clocks,
door bells and smoke alarms.

In Wellington, Powerco’s Gas Team
spread Christmas cheer by making
special presents for children with cystic
fibrosis. The gifts will help with their
health and physical activity.

" ithout the generous support from companies
ike Powerco we would struggle to provide this
essential service 1o the deaf and hearing-impaired.
Hearing dogs give them greater independence and
confidence to go about their daily activities.”

NZ Hearing Dogs General Manager Clare McLaughlin.
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