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10 November 2017
The Honourable Minister for Public Enterprises
Nuku’alofa.

Dear Minister,

Tonga Power Limited Annual Report 2017

I am pleased to present Tonga Power Limited’s Annual Report for 2017. The report provides a detailed 
summary of TPL’s performance in accordance with Section 19 of the Ministry of Public Enterprises Act 
2002.

Tonga Power continued to meet all its obligations and fulfil all its responsibilities whilst also continuing 
with the efficient operation of the entire power system. A major support worth recognising is the lifeline 
tariff offered by Government, and we thank Government for this initiative. 

On behalf of the Members of the company, I take this opportunity to thank the Government for its continued 
support and look forward to the same in 2018 and beyond.

Sincerely,
 

....................................
Mr. Carl Sanft
(Chairman)

LETTER TO THE MINISTER



CONSTITUTIONS AND 
FUNCTIONS

Tonga’s electricity sector was re-structured 
in 2008 when the Government established 
the Electricity Commission (EC) through 
the Electricity Act 2007, and purchased the 
electricity assets from a privately owned entity. 
The functions of the EC include the regulation 
of tariffs, establishing consumer service 
standards, managing electrical safety, as well 
as the licensing of electricians, and creation 
of regulations for major electrical works. TPL 
operates under a strict regulatory framework 
through the Electricity Concession Contract 
(ECC) in which tariffs, operational efficiency 
benchmarks, consumer service standards and 
penalties are specified between the EC, the 
Government and Tonga Power Limited. TPL has 
its own Company Constitution and also operates 
under the Public Enterprises Act 2010 which 
provides greater commercialization incentives 
for state owned corporate entities. Tonga Power 
is entrusted with enforcing the Electricity Act.

TPL has been established with an independent 
Board of Directors drawn from the commercial 
sector of Tonga, appointed by Government. 
TPL’s major objectives are to:

• Provide a safe, reliable, affordable and 
sustainable electricity supply throughout 
Tonga.

• Maximize shareholder value while 
maintaining prudent levels of exposure to 
operational and financial risks.

• Ensure sustained downward pressure on 
electricity tariffs.

Tonga Power’s core business is generating, 
distributing and retailing electric power across 
our four-grid system within Tonga consisting of 
more than 25,000 customers. A uniform tariff 
rate is charged for all electricity consumers. The 
fuel component of the tariff is adjusted regularly 
for forecast fuel costs, forecast electricity 
demand as well as to return previously over- or 
under- recovered fuel costs. The non-fuel part 
of the tariff is adjusted for inflation over the tariff 
period using a consumer price index. 

Tonga Power recently diversified into LPG 
supply and distribution businesses with the 
acquisition of Tonga Gas and Homegas in 2013, 
a subsidiary of TPL. 



VISION, MISSION & VALUES

VISION
To deliver “safe, reliable, sustainable and affordable service to the people of Tonga.

MISSION
To deliver the nations target for the energy sector of reducing Tonga vulnerability to oil price shock 
and to increase access to modern energy services in an environmentally sustainable manner.

VALUES
• Customers, people and the environment
• Run the business as if its your own
• Think differently, and capture the value
• Success as a team, and as an individual.
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KEY OUTCOMES 2017

• Tonga Power achieved another exemplary 
financial result in 2017 recording an after tax 
profit of $5.53M, a stedy increase from $5.49M 
last year. 

• Shareholder value of Tonga Power increased 
from $58.2M to $60M at the end of 2017. The 
total borrowings at 30 June 2017 was $23.8M 
and has increased by $2.6M compared to June 
2016. ROE at 9.2%, slightly below the 10% 
(2016-9.5%) target.

• TPL carried out CAPEX work totaling around 
$8.1millon in 2017, repaid dividends & loans of 
$1.9million and $2.4million respectively.

• Tonga Power borrowed about $2.2 million from 
ANZ to fund the Multi Utility Complex Building.

• Tonga Power Total asset value exceed $100 
million at the end of 2017. TPL has added 
significant shareholder value in recent years.

• Tonga Power gearing ratio at June 2017 was 
27% (2016-25%) which is below the international 
benchmark for power utilities of not more than 
45%. The increase in gearing recorded in 2017 
was due to additional borrowings to fund the 
Multi Utility Complex Building and continous 
phases of the smart metering project.

• Fully complied with the requirements of the 
Concession Contract II as well as regulatory 
requirements to Ministry of Public Enterprises.

• Longolongo Police Station 200kWh roof top 
solar was commissioned in November 2016.

• Mobilized funds from MFAT (over 
TOP$200,000) to cover professional services 
costs for the 1st Independent Power Producer, 
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Power Purchase Agreement for 
2MW Solar signed in September 
2016 with Zhuhai Singyes. This 
was endorsed by Government 
in January 2017. Project is near 
completion and work has been 
scheduled to ensure the system 
can be monitored on the present 
Power Station SCADA display.
• Vava’u 20kW roof top 
solar facility commissioned in 
early July 2017, funded by the  
German Society for International 
Cooperation (GIZ) with 100K 
EURO. 
• Government of Tonga 

signed Grant agreement in May 2017 for a 
US$20M grant from the Japanese International 
Cooperation Agency (JICA) to install a 1.3MW 
wind power generation system in Niutoua. 

• TPL signed with the Consortium of Kokusai 
Kogyo Co Ltd and Toyo Sekkei Co Ltd to 
provide consulting services for the Niutoua 
Wind project. 
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• Six land allotment agreements were granted 
approval by Cabinet for the Wind project in 
Niutoua.

• Confirmed commitment of NZD$10M for the 
Nukuálofa Network Upgrade Project by MFAT.

• Submit Tonga’s Renewable Energy Project 
(TREP) US$54.21M proposal to the Green 
Climate Fund Secretariat in August 2017 
as part of ADB’s Pacific Renewable Energy 
Investment Program. 

• Secured Co-financing support of up to US$2.5M 
from DFAT and US$3.5M from ADB to Tonga’s 
Renewable Energy Project proposal to GCF 
and up to NZD$5M from MFAT for an IPP on 
Wind Generation in June 2017.

• Active collaborations in EU Budget support 
program for Energy Sector.

• Second additional financing to OIREP was 
signed on 31st January 2017 for an additional 
US$4.37 million. The additional funding takes 
the network upgrade scope for ‘Eua up to 100% 
and the network upgrade scope in Vava’u to 
60%.

• Develop 3rd Financing to OIREP of a total 
of US$8.8M, consisting of funds from DFAT 
(USD0.74M), ADB (USD5.5M) and GEF 
(USD2.64M) for building but not limited to, the 
mini grid in Niuatoputapu and upgrading of the 
service lines in the four outer islands of Haápai. 
ADB approval expected in QTR4 2017. 

• Mobilised ADB funded Technical Assistance 
(TA) in April 2017 for Due diligence assessments 
of all TPL project components submitted 
within Tonga’s Renewable Energy Project 
to GCF. Technical, Financial & Economical, 
Safeguards- Social and Environmental and 
Gender Assessments for all projects completed 
in May 2017.  

• ADB confirmed funding of TA for Detailed Design, 
Procurement Support of all project components 

submitted with in the Tonga Renewable Energy 
Project to GCF to commence in October 2017. 

• MOU signed with Carbon Black in April 2017 
for a Waste to Energy Pilot project in Tonga. 
Technical Assistance to carry out feasibility 
assessments are being sought from donor 
partners.

• Facilitate feasibility assessment for 1.5MW 
Wind Generation to be funded in grant by the 
Government of China. This consists of 2 sets of 
750kW wind turbines to be located at Lapaha 
(Liku Rd). The mission team from China were 
in Tonga for two weeks in July for consultation 
with TPL and MEIDECC.

• Facilitate Tonga’s relationship with the 
Australian Solar & Energy Storage Council. 
MOU signed in August 2017 to establish Pacific 
Energy Training Center in Tonga through the 
SPC Energy Center. 

• Fuel efficiencies above the regulatory targets 
of 4.05 for Tongatapu.

• Major overhauls of the followings: Generator 7 
MAK engine (own TPL staff), Generators 4 & 
5 CAT engines with oversight from Hawthorne 
Machinery. Another Cummins engine was being 
reset to be send to Ha’apai replacing Generator 
3. All works help with fuel efficiencies.

• New fuel flow meters were being ordered for 
the CAT sets which will definitely assist with 
fuel reconciliation. 

• Sponsorship totaling $30,000 on various 
community activities, part of Tonga Power 
commitment to assist the larger public.

• ‘Eua and Ha’apai Solar plants commissioned.
• ‘Eua network upgrade complete.
• The Tonga Power Sports team won the Fiefia 

Sports tournaments for all civil servants of 
Tonga.

• Ranked 3rd at the last PPA Benchmarking 
improved from 5th place last year.



BOARD OF DIRECTORS
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Carl Sanft
Chairman

Dr. Nailasikau 
Halatuituia

Deputy Chairman

Fuiva Kavaliku
Director

Sione Taione
Director

‘Aisake Tu’iono
Director



TPL MANAGEMENT
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Robert Matthews
CEO

Henrietta Lavemai
Administration 

Manager

Setitaia Chen
General Manager 

Operations

Andrea Tora
Strategic 

Development Manager

Murray Sheerin
Power Generation 

Manager

Steven ‘Esau
General Manager 

Finance

Simon Wilson
Major Projects 

Manager

‘Alisi Tuinukuafe
Human Resources 

Manager

Samisoni Fatai
Distribution Network 

Manager

Sosefina Maileseni
Risk & Compliance 

Manager

Siaosi Vaka’uta
Planning & Design 

Manager



CORPORATE GOVERNANCE 
Tonga Power considers its inherent responsibility to disclose timely and accurate information regarding 

the company financials and performance as well as to comply with good governance practices.

The primary function of the Board of Directors is 
to provide effective leadership and direction to 
enhance the long-term value of the company to its 
shareholders and other stakeholders. The Board 
overseas the business affairs of the company and 
all directors exercise due diligence and independent 
judgement and make decisions objectively in the 
best interest of the company.

The Board is also responsible for setting the 
right direction from the top and ensuring that a 
robust governance structure is in place to enable 
the company to succeed and deliver long term 
sustainable growth.

The directors continue their second term this year 
and will continue until 1 October 2018.

In 2017, Board meetings were held ten (10) times 

BOARD OF DIRECTORS

and the attendance of each member is tabulated 
below.

As at the 30th June 2017, the Board composition 
was as follows together with the number of Board 
meetings attended:
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CORPORATE GOVERNANCE 

The following subcommittees of the Board assisted in advisory functions:
• RE Subcommittee
• Utility Remuneration Subcommittee
• Tonga Power Limited / Waste Authority Limited Subcommittee
• Land Subcommittee
• Utility Complex Building Subcommittee
• Audit/Risk Committee

BOARD SUB-COMMITTEES

POLICY-BASED CORPORATE GOVERNANCE
The company continue to implement the Staff Administration Manual/Policy based on corporate 
governance to ensure that all employees are committed to the principles of corporate governance 
standards consistent with best practices. The following policies were also implemented to strengthen 
corporate governance in Tonga Power:
1. Directors Code of Conduct
2. Board Conflict of Interest Policy
3. Amended Policy
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CHAIRMAN’S STATEMENT

The 2017 financial year was a positive year as 
Tonga Power saw a number of key decisions made, 
which set the company up for an improved long 
term, sustainable performance. I am very pleased 
with the strong performance in the 2016/2017 
financial year despite significant challenges, 
given the continued focus this year on operational 
effectiveness. 

Tong Power Ltd produced a total revenue of $48.5 
million, a total increase of 12%, up from $43.4 
million on last year’s result. The improved revenue 
has led to the net profit of $5.5 million. A major 
contributing factor is the increase in fuel revenue 
by 13% to $20 million and sundry income by $0.7 

million to $1 million. Our operating performance 
was sufficiently strong for us to lift the dividend to 
the Shareholder from $2.9 million to $3.3 million 
this year. This is by far the highest dividend to be 
paid by any public enterprises to the Shareholder.

Tonga Power gearing ratio at June 2017 as 
measured by Debt plus Capital and Reserves 
excluding cash-in-hand, was 27.7% at June 2017 
(2016-25.2%). This is well within the international 
benchmark for power utilities of about 45%, despite 
the debt level increasing by $3.5 million (net) in 
2017 and TPL spending around $8.1 million on 
Capital Expenditure projects in 2017. 

Tonga Power Total asset value exceed $100 million 
at the end of 2017. TPL has added significant 
shareholder value in recent years. 
We have continued our strategic focus on 
reinvestment in our business to be prepared for 
future changes with renewable energy and volatility 
within our industry. This year, Tonga Power Ltd 
fully committed to delivering on the Government’s 
national target of 50% renewable energy generation 
by 2020 and to have 70% electricity generated from 
renewable sources by 2030. Renewable Energy 
penetration as at end of June 2017 stands at 
around 9%. Despite the steady progress, I believe 
that with more Renewables added to the mix, we 
will be able to achieve our target by the set date.

The Tonga Renewable Energy Project (TREP) 
proposal was officially submitted to the Green 
Climate Fund Board this year. The proposal includes 
all of TPL’s energy storage needs in Tongatapu, 
10.1M/ 19.9MWh Battery Energy Storage System 
(BESS) capacity and 650kW solar generation with 
1.4MWh BESS split between ‘Eua and Vava’u. 
The BESS in Tongatapu will allow an increase in 
renewable energy generation by about 7.8 MW (4 
MW solar PV and 3.8 MW wind power). This will 
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CHAIRMAN’S STATEMENT

enable Tonga to increase their renewable energy 
penetration by 24% without negatively affecting the 
grid. It is anticipated that the GCF projects and the 
new Independent Power Producers (IPP) set to be 
commissioned this year plus additional IPP plants 
to be installed in future, will push Tonga Power 
towards achieving this target by 2020.

Another milestone is the Government of Tonga 
signing of a grant agreement for a USD 20 million 
with the Japanese International Cooperation 
Agency (JICA) to install a 1.3MW wind power in 
Niutoua.

With these additional RE’s added to the grid, Tonga 
Power continue to upgrade its distribution networks 
to meet growing intermittent RE’s. Tonga Village 
Upgrade project funded by the NZ government is in 
the last phase of its implementation. It is expected 
that any saving from this project will go towards 
the Nukualofa Upgrade project (NNUP) in addition 
to a $10 milion commitment already confirmed by 
the NZ Government to start the project in 2018. 
Development of the 3rd additional funding for the 
Outer Islands Renewable Energy Project (OIREP) 
of US$8M consisting of funding from DFAT, ADB 
and GEF is also expected to be approved in the 
last quarter  of this year.

The Board continue supporting the government 
initiative of a common Utility Board inorder to 
improve good governance and performance. The 
progressive implementation of the Multi Utility 
Building Complex at Poutaha is expected to be 
completed in December 2017. It is predicted that 
this initiative will reduce up to 10% of the actual 
costs and enhance service delivery by way of 
achieving synergies and cost reductions through 
shared services, which will have a positive impact 
on tariff.

Compliance with relevant regulatory requirements 
continue to be a priority as well as the company 
taking the lead in promoting safety standards within 
the business in order to protect staff and members 
of the public from electrical hazards. 

A number of steps have been taken to lift our 
operating performance and the Board is pleased 
with the leadership shown by the management 
team and the efforts of staff throughout the 
business year.  Staff welfare and needs continue 
to be a top priority of the Board. Ongoing trainings, 
health screening and recognition as well as safety 
initiatives were being emphasised during the year. 
I believed that with greater job satisfaction leads to 
increased customer satisfaction, discussed closely 
in the report.

I want to thank my fellow Directors and the entire 
Tonga Power staff and Management team, for their 
support and hard work over the past year. Our 
people have maintained focus and consistently 
delivered through a difficult year, while upholding 
our values and giving their absolute best. 

While we reap the rewards in this financial year, 
we expect that our continued dedication to safety, 
customers, quality and each other will bring the 
desired financial outcome for Tonga Power and 
help create a better future for us all.

...........................................
Mr. Carl Sanft
(Chairman)
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CEO’S STATEMENT

I am very pleased to announce that Tonga Power’s 
performance in 2017 has been exemplary. Firstly, 
Tonga Power made a $5.5 million financial profit 
for the year. Secondly, it made positive progress 
towards achieving its stated renewable energy 
strategy, which is to provide at least 50 per cent 
of its generation through the use of sustainable 
renewable energy by 2020. TPL will not pause in its 
journey until all its strategic objectives are fulfilled.

Every division has been at full stretch both to keep 
the work flowing in the existing business areas and 
also develop new areas of business for the future. I 
am grateful for the skill and commitment our people 
consistently put into attaining credible results for 
our business. 

The number of customer accounts increased 
by 9.2% to 22,929 reflecting largely the network 
upgrade project that is currently underway 
whereby most customers in the rural areas of the 
island connects to the network at a much lower 

cost thus contributing to the increase in customers 
new connections. The increase in demand by 4.3% 
is a true reflection of this project couple with the 
improvement in the economy.
Network reliability as measured by SAIDI was 
1072 minutes and operating slightly below the 
regulatory target of 1080 minutes. Line losses has 
declined significantly to 11% as at end of June 
2017, generally in line with the regulatory target of 
11%. This is expected to fall even lower following 
the completion of stage 3 of the Village upgrade 
project and once Nukualofa upgrades start.
Customer satisfaction level improved during the 
year despite the increase in the number of reported 
customer complaints. Most of the complaints 
were mainly customers seeking clarification on 
Tonga Powers new services such as questioning 
the inclusion of the water bills on the Tonga 
Power invoices as well as seeking clarities on the 
reconnection time for smart metering customers, 
repairs of faulty meters process, disconnection 
time, and more. The Health and Safety Committee 
in response to the concerned issues, encouraged 
more awareness notices on the matter through the 
Communication Unit of the company.
Tonga Power continue to implement its new 
Enterprise Resource Planning system whereby 
most of the system modules went LIVE during the 
year. The new system is a major milestone for the 
company where it integrates all business functions 
into one single source of truth for business 
intelligence and analysis. 

Smart meters replacement continued to be 
deployed this year. Phase 1 of the Smart Metering 
project completed the deployment of 3,000 single 
meters and Phase II will be the replacement of the 
remaining meters in Tonga, which are expected to 
be completed by the end of 2018. Benefits attached 
to this project includes cost cutting and more 
reliable billing and consumption data attained. 
Customers also have the option of choosing 
between prepayment meters or not.

We continue our priority investment in health and 
safety to ensure we are ready for the updated 
Health and Safety requirements that comes with 
new projects as well as additional new services. All 
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Tonga Power stakeholders play an important role in 
ensuring national safety standards are adequate to 
protect the public and operators/maintenance staff 
around electricity. A high safety standard has been 
established through the village project and the 
network rehabilitation project in the outer islands. 
We continue to better co-ordinate the enforcement 
of safety standards with the electrical contractors 
via the Electricity Commission to ensure safety 
within the home and commercial buildings to 
minimize the trends of death due to electrocution 
moving forward. An electrical safety proposal have 
been developed with the aim to raise awareness 
and educate the public about electrical safety. 

A range of investment projects already underway 
however there are still substantial challenges and 
opportunities that needs to be addressed. The 
Tonga Energy Road Map proposal to the Green 
Climate Fund accounts to a total of US$54.21 
million. Of the total proposal, TPL’s contribution 
consist of energy storage needs which accounts to 
US$31.35 million. By year 2020, we are aiming to 
have achieved 15.3 MW in new renewable energy 
generation and at least 20 MWh of storage capacity. 
To date, approximately 9% of all of all electricity 
generation are from renewable energy. 

Additionally, the first Independent Power Producer 
(IPP), Zhuhai Singyes 2 megawatt solar facility 
in Tongatapu signed in 2016, is expected to be 
commissioned in October this year. Part of the 
company plan for the future, are to encourage 
more investment through IPP’s, all contributing to 
the 50% Renewable glidepath.

Tonga Power were also able to upgrade the grid 
networks near the solar generation systems on 
the islands of ‘Eua and works are continuing in 
Vava’u, phase 2 of the Outer Island Renewable 
Energy project (OIREP). The second phase of the 
Niutoua Wind Generation Project continues with 
the development of the procurement packages for 
the 1.3 megawatt wind project to be installed in the 
village of Niutoua. We continue to work closely with 
MFAT for support towards the Nuku’alofa Network 
Upgrade Project of which NZD$10 million had been 
confirmed to help kick start the project. 

A sizable amount of investment remains, but 
there is still hope that grant funds will be available 
because of the development gains that will result. 
This creates a major challenge for the nation and 
TPL to fund and sustainably maintain the existing 
and high priority new projects. The fact is that if the 
projects to achieve the 50% are not grant funded 
then the company will look at funding these projects 
from its cash flows or more borrowings. On a 
commercial debt basis, the non-fuel component of 
the tariff may require an adjustment. Therefore, the 
continued support from the Development Partners 
is vital as well as clear direction and leadership 
from Government. 

All in all, our vision remains which is to provide 
substantial tariff reduction to the people of Tonga. 
We have not fully experienced the benefits the 
renewables brought into the equation because we 
are still in the early stages of the process but we will 
be in the very near future because diesel generators 
still plays a major role today until Tonga Power 
is fully RE operated. The Government of Tonga 
(Shareholder) therefore in response to the high 
cost of imported diesel offered a “Life Line Tariff” 
subsidy which allows all residential consumers who 
use less than 100 units of electricity each month to 
maintain an Electricity Tariff of 70 seniti per kWh. 
This is part of government ongoing support of its 
people. 

Tonga Power has made great progress in a tough 
environment and market demand for our services 
will continue to increase in years ahead – we are well 
prepared to take advantage of new opportunities in 
the future. I sincerely thanks Team Tonga Power 
for the ongoing assistance and support this year 
that has led to the success of all these projects 
discussed above.

.........................................
Mr. Robert Matthews
(CEO, Tonga Power Limited)
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FINANCIAL OVERVIEW

Tonga Power Ltd’s performance for the year 
ended 30 June 2017 is another record Net Profit 
After Tax of $5.52m a steady increase in financial 
performance on the previous year NPAT $5.45m. 
Declared Dividend of $3.3m (2016: $3.282m) with 
Income tax of $2.5m (2016: $0.9m). Accumulated 
Dividend & Tax payable to government now 
reached $14.6m since TPL was formed in 2008. 

The company continue record performance reflects 
a consistence efficiency drives over prior years 
largely driven by consistently increase in power 
consumption by 10.3% this year compared to 8.5% 
last year. The increase in power consumptions 
signifies the reduction of lineloss attributed to 
improve network over all of Tonga including a 
complete network upgrade of our network at 
Ha’apai (funded by ADB & New Zealand), Complete 
upgrade of our network at Eua Islands (Funded by 
ADB, Danish Government and EU) but most of the 
line loss reductions that matter the most was on 
the main island of Tongatapu. That being the Tonga 

Village Network Upgrade Project funded by NZ and 
TPL currently upgrading 33 villages in Tongatapu 
excluding Nuku’alofa area.  The continue improved 
performance this year not only reflects the high-
level performance of TPL Management Team 
with excellent guidance from Chair and Board of 
Directors. TPL strength is its high motivated staff 
and great team work spirit. The improved power 
quality from the Network Upgrade Project also 
leads to real increase in demand resulted on a 
record turnover of $51m at higher fuel costs this 
year drives costs of goods sold to $28.96m (2016: 
$26.24m), and NPAT of $5.52m (2016: $5.49m).

TPL has delivered on phase one of its investment 
in enterprise resource planning software. Much 
training is still needed so staff can be able to take 
full advantage of this system especially with its 
asset management module and fully integrated 
Human Resource Management system directly 
link live with the financial management system.
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CUSTOMERS

The total number of customer accounts increased by 9.2% from 20,999 in June 2016 to 22,929 in June 
2017. The customer accounts as at end of June 2017 are made up of: Commercial 4,750 (21%) and 
residential 18,179 (79%). The increase in customer accounts was mostly in the residential sector as a 
result of the Tonga Village Network upgrade project funded by the NZ Government. 

There was an increase in demand for electricity by an overall 4.3% from 4.6 million units in 2016 to 4.9 
million units in 2017. The increase in electricity consumption in the commercial and residential sectors is 
attributed mainly to the growth in the economy. 

The Customer Service front desk and the Fault 
team continued its good performance in the year 
2017 despite the increasing number of customer 
complaints which rose from 661 last year to 771 
reported this year. The increase in volume is 
attributed mainly to the additional services added 
to the existing services provided by the company. 
This includes the smart metering project as well as 
the combined utility complex project that is currently 
underway. Complaints were mainly customers 
seeking clarifications on the smart metering 
processes as well as waste bill charges included 
on the Tonga Power bill. The two days threshold 
for addressing customer queries stipulated in the 
Concession Contract II however was being strictly 
adhered to.
The total number of reported faults and outages 
reported by the Fault Unit decreased significantly 
by 40% from 8,037 reported faults in the year 2016 
to 4,619 at end of June 2017, reflecting largely the 
improved network as well as no natural disasters 
were experienced in 2017. 

With a concentrated and coordinated approach 
in 2017, it is anticipated that customer enquiries 
and complaints will be managed more effectively. 
The focus continues to be on the quality of service 
delivered to the individual customers by front line 
staff when answering the calls and taking customer 
enquiries at the head office counter. 
The Fault Unit continues to operate 24hours, 
7days a week with the main Contact Centre in 
Small Distribution Center, closing at 9.00pm, while 
the Head office customer service counter closes at 
4.30pm from Monday-Friday. 

CUSTOMER SERVICE

Whilst Tonga Power was pleased with the 
improvement in its overall customer satisfaction 
level, it still wishes to improve on its level of service 
by putting in place appropriate action plans to 
address the areas of improvement in key areas 
of the organisation. In the meantime, TPL is also 
investigating how it could improve on the overall 
customer response in future years by obtaining 
views from its customers.

24. TONGA POWER ANNUAL REPORT 2017



CUSTOMERS

Tonga Power completed the deployment of 
3,000 single phase meters and 500 three phase 
meters this year which completes Phase 1 of this 
project. Phase 1 meter replacement were mainly 
on customers that are vulnerable to financial 
constraints with the option of prepayment being 
offered. Despite the challenges faced in the early 

Awareness on electrical safety tips and energy 
savings were the main focus of TPL’s communication 
activities to its customers. Presentations were 
carried out in schools and communities to create 
awareness and radio and TV programmes were 
also broadcasted on safety and energy savings 

SMART METERING CUSTOMERS

stages of this initiative such as network issues 
and ongoing customer queries on how the system 
works, the benefit of this initiative has proven 
to outweigh the costs. Smart meters are read 
automatically and does not require meter readers 
to visit homes, it offers alternative methods of billing 
such as customers having the option of changing 
from a ‘credit meter’ to ‘prepayment meter’ without 
having the meter replaced, no disconnection fee 
to be paid, and it will also allow Tonga Power to 
monitor very closely the quality of power it provides 
to its customers. Phase 2 of the project has just 
kicked start and it is expected that the whole of 
Tonga meters will be replaced by 2018.  Tonga 
Power will be able to manage its customers better 
once the project is complete.

SAFETY AWARENESS

issues. Tonga Power made full use of relevant 
media networks to maximize the exposure of its 
safety messages by printing billboards, sponsoring 
float parade competitions, conducted talk shows 
and more during the year.
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CUSTOMERS

TPL carried out 2,462 new meter replacements, 
replaced 1,263 faulty meters as well as 
transformers upgrades of few major customers 
during the year to ensure that the Customers’ 
received a reliable power supply, that the meters 
were functioning properly and recording and billing 
correct consumption.

DEMAND SIDE MANAGEMENT

TPL continues to assist its customers to become 
more energy efficient by providing technical advice 
and billing data through the customer feedback 
and complaints portal when requested as well as 
putting up safety and energy saving tips on the 
company website. 

Some capital works were provided to some 
customers including a transformer swop for 
Nishi Quarry to allow for installation of more 
heavy machineries, as well as capital work to 
ensure adequate power supply for several major 
customers such as the Saint George Building in 
Nuku’alofa, TWB Underground Reticulation project 
in Mataki’eua and the Domestic Wharf project.

The new electricity subsidy threshold offered to 
customers using less than 100kWh per month 
became effective from 1st April 2017 for residential 
customers only. The Government of Tonga 
(Shareholder) in response to the high cost of 
imported diesel offered a “Life Line Tariff” subsidy 
which allows all residential consumers who use 
less than 100 units of electricity each month to 
maintain an Electricity Tariff of 70 seniti per kWh. 
All other residential customers using more than 
100 units (kWh) of electricity and non-residential 
customers are not eligible for this initiative.

The review of the customer bond is ongoing, based 
on the consumption pattern changes. All new 
connections are required to pay customer bond 
upon connection.

Bill payment continues to be collected through the 
following means of payments:

ELECTRICITY TARIFF

• Internet Banking (ANZ , BSP and TDB)
• Digicel Mobile Money & Klickex
• EM Jones
• Outer Islands offices
• Waste Authority offices
• Tonga Water Board offices
• Western Union
• Home Gas offices
• Online Self Service 

The one stop shop established last year due to the 
Combined Utility Board project continue to be a 
success means you can pay your utility bills in any 
of the Utility Company offices. 

It is worth noting that people still prefer the over 
the counter payment of bills to which most of the 
payments are coming from the Head office in 
Nuku’alofa followed by the office of TWB and HG/
TG as well as the Western Union branches.
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HUMAN RESOURCES

During the year, the Human Resource Division 
advanced its position towards achieving most 
of the targets defined in the departments Key 
Performance Indicators.  The Company achieved 
its staff retention rate of 0.52% against the annual 
5% target set out in the Business Plan 2018. Staff 
turnover rate was also met. However gender 
parity remained a challenge because 24% of the 
total staff are female, compared to 25% in the last 
financial year. 

As at end of June 2017, there were a total number 
of 243 staff. The main island of Tongatapu consists 
of 84% of the total staff population and the 
remaining 16% are outer islands staff. Majority of 
TPL staff are in the Distribution Network Division 
which represents 38.5% of the total number of staff 
and 20% are in the Finance Division consisting of 
the supporting functions of the company.

Of the 243 total staff, 20% are casual staff which 
are mainly linesmen trainees under the Network 
Distribution Department compared to 14% in the 
previous year reflecting new recruitments to cater 
for the increasing number of project works.

HR continued to focus on positioning the Company 
as an organisation where talent is nurtured, high 
performance rewarded, and where innovation and 
delivery of results are promoted. Tonga Power 
carried out its Staff Annual Performance Review 
where staff achievements are acknowledged and 
training needs are identified for improvements. 

In addition to looking after the welfare of its staff, HR 
was also involved in the implementation phase of 
the company’s new Enterprise Resource Planning 
(ERP) ERP system. HR is embarking in a series of 
strategic transformation initiatives through utilising 
its own resources, and is already investing in the 
electronic Payroll and HR Systems, which will fully 
bear fruit in the coming months and years.  

Following the implementation of the Payroll 
System on the 26 November 2016, the HR System 
was executed on 1 July 2017.  This is a historical 
milestone for Tonga Power due to the payroll 
processes being streamlined cost effectively. These 

systems support the strategic objective outlined in 
the Tonga National Strategic Development Policy 
Framework (TNSDPF), to invest in excellent 
business processes and systems in order to 
improve operational efficiency and quality of 
services to our employees. 
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HUMAN RESOURCES

For instance, the implementation of the Payroll 
System has provided convenient on-demand 
access to all leave and pay information any day, 
anytime, improved efficiencies, reduced costs, and 
capitalized on Self-Services.  Personal staff details 
are also accessible by staff through the system.     
 
Another commitment to the TNSDPF is staff 
development. Tonga Power continued to enhance 
staff development and training to increase value 
added to the business.  One of the Senior Managers 
left in August 2016 for a 2 years study leave in Japan 
through the Japan International Corporation Agency 
(JICA) Scholarship Program undertaking Master’s 
Degree and Internship Program of the Pacific 
Leaders’ Educational Assistance for Development 
of State.  The Outer Island Renewable Energy 
Project Manager in October 2016, attended the 
ADB Advanced Environment Training in Fiji. Tonga 
Power acknowledges the sponsorship received from 
the JICA for two Power Generation staff to attend 
training programs in Japan contributing to closing the 
knowledge gaps in generators maintenance and the 
Promotion of Renewable Energy in Micro Grid. A trip 
was also made to Australia Energy Storage Council. 
In November 2016, the IT Technical Supervisor 

attended the Certified Information Systems Auditor 
course in Fiji. The Company extended its support to 
the staff under the Tonga Village Network Upgrade 
(TVNU) Project where 14 staff completed their NZ 
Level 4 Line Mechanic Certificates. 

Meanwhile, we continued to review our Staff Policies 
to ensure it meets best practices and are appropriate 
to the Company. The Board approved the Senior 
Management Key Performance Indicators Policy 
and endorsed amendments to the Staff Policy 
Administration Manual and related policies. Staff 
KPIs were reviewed during the year to align to the 
Company objectives and KPIs.

The Human Resources (HR) Team conducted 
monthly visits to the other offices in Tongatapu as 
well as quarterly visits to the outer islands which 
aims to ensure that all the Tonga Power staff are 
regularly updated on staff policies and procedures 
as well as payroll issues. 
 
In December 2016, the staff who lost the most weight 
with zero sick leave and casual leave balance during 
the year, was awarded with a cash prize at the Staff 
Christmas Picnic.  The Company also recognised 
staff that participated in the “Fiefia Sports”, all of 
HR effort in promoting a healthy workplace which 
is again in line with the TNSDPF requirement of 
a healthy workforce. TPL won the Fiefia Sport 
Competition last year.

The work of HR cannot be undermined because 
of other relevant tasks undertaken during the year. 
The team processed staff insurance claims for TPL 
staff and its subsidiaries, processed retirement fund 
transfers to comply with the Act, conducted staff 
survey on existing uniforms, and fully committed 
to the Health and Safety programs to ensure staff 
safety. 

Train the trainers programs were also offered to 
promote the effective in-house training conducted 
by a long serving staff, which contributed to 
cutting down training costs. The 90% training 
implementation target rate was not met as a result.
Our dream remains which is to maximize the 
productivity of the company by optimizing the 
effectiveness of its staff.
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PRODUCTION AND SUPPLY 
OF ELECTRICITY

Total generation (diesel plus renewables) in all four islands groups for year ending June 2017 was about 
66.5GWh, an increase from 60.0GWh in the year 2015/16. Out of total power generated, 58.8GWh were 
billed to the customers and parasitic and line losses contributed to 1.9GWh (2.9%) and 5.7GWh (8.6%) 
respectively. The individual island generation and consumption are shown in the graph below.

A comparison of the increase/decrease of power generation and consumption from FY 2016 to FY 2017 
is shown in the tables below.

Tongatapu’s 12 month generation increased by 11.28% over the year which is in line with the improvements 
in total consumption as well as total losses (parasitic and line) largely reflecting the increased load 
mainly in the CBD area , the most problematic network as it is not part of the NZ upgrade project. 
Vava’u generation increased by half of the increase in consumption while parasitic and line losses 
goes the opposite direction reflecting the improved network. Ha’apai generation, consumption and line 
losses largely improved reflecting the improvement to the network while parasitic loss increased.  ‘Eua 
consumption and generation increased while line losses fell underpinned by the improvement to the 
network.

GENERATION VS. CONSUMPTION
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PRODUCTION AND SUPPLY 
OF ELECTRICITY

RENEWABLES GENERATION 

The nature of solar PV generation without storage, limits its usefulness to daytime only. Total renewable 
energy generation for the FY 2016/17 year was 4,823MWh, which was a 2.0% increase from the previous 
year 2015/16 year figure of 4,730MWh. The graph below shows the contribution to renewable generation 
from each renewable energy plant. Maama Mai’s contribution was the highest at 40.2%, then Mata ‘o e 
La’a at 29%, and La’a Lahi solar plant contributed 14% of the total renewable generation. Ha’apai and 
‘Eua Plants were just commissioned this year thus contributing less.
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Because TPL’s tariff is the same for all four islands, the savings produced by the renewables is shared by 
all consumers. For the twelve month period of July 2016 – June 2017, fuel saving from renewable energy 

The chart below shows all generation mix connected to the grid and how each sector contributes to 
overall generation as at June 2017.

• TPL micro solar (5,407kW in total), includes: Takuilau College, Tupou College, Beulah High School, 
Alonga roof-top solar, Tailulu College, ‘Apifo’ou College, Pole top solar (Pole top solar and Alonga are 
estimate only as no meters are available);

• Third party micro solar (43,361kW in total), includes: Longolongo Police Station, Vava’u hospital, 
NZ High Commission, Sefo Ramanlal, Soane Ramanlal, Owen Muller workshop, LDS Havelu, LDS 
Ma’ufanga, Catholic Residents, etc.;

• TPL wind (22kW) consists of Nakolo and Ha’apai wind turbine: Seasonal wind conditions are reflected 
in the above figures because wind energy presents a higher degree of uncertainty.  

FUEL SAVING FROM RENEWABLES

was about 1,178,279 litres. The 
fuel saving for the same period 
last year was 1,112,788 litres, 
5.8% saving increase. TPL’s 
overall diesel fuel consumption 
was lowered by about 6% (fuel 
displacement in Tongatapu alone 
was 5.4%). 

The following graph shows the 
accumulated fuel saving in TOP 
dollars for the last two years. 
The fuel saving in the year 
2015/16 was $TOP 1,292,657 
and $TOP1,441,842 for the year 
ended June 2017.

PRODUCTION AND SUPPLY 
OF ELECTRICITY

TONGA POWER ANNUAL REPORT 2017          31.



PRODUCTION AND SUPPLY 
OF ELECTRICITY

DISTRIBUTION OR SYSTEMS LOSSES 

System loss is the energy lost through the network 
whilst delivering energy to customers and is 
measured as a percentage loss. The lower the 
system losses, the better it is. The graph below 
shows the movements of system losses for all 
island groups against the regulatory target of 
11.0%. The overall system losses for all four grid 
island system have decreased significantly from 
16.01% in 2011 to 11.32% as at end of June 2017 
largely reflecting the improvements to the network. 
In energy terms, TPL has reduced about 0.1 million 
kWh of energy losses from 0.7 million kWh (in 
2011) to 0.6 million kWh (in 2017), not so much 
given that 70% of load is coming from the CDB 
area which is not part of the TVNU project, OIEEP 
and OIREP. Over the years, this energy saving has 
contributed to some reduction in diesel saving and 
a correlating reduction in the fuel tariff. 

Fuel efficiency is the measure of the number of 
kWh generated per one litre of diesel. The higher 
the fuel efficiency, the better the performance. 
The graph below shows that TPL has been operating 
above the fuel efficiency targets (RE excluded) 
for all island groups except Ha’apai and ‘Eua 
(weighted average of 4.05kWh) which is largely 
attributed to having the generator to run at very low 
load thereby leading to a reduced fuel efficiency 
as the generators are required to run in stand-by 
mode for any intermittant production from the solar 
plants. This however has a corresponding positive 
impact on the fuel tariff. An ongoing dialogue with 
EC was conducted during the year to clarify the 
company position against the Concession Contract 
regulatory targets. The plan is to consider revising 
the targets to incorporate the effect of Renewables.

We would expect a major improvement in the line 
losses once the NNUP starts, however funding is 
yet to be finalised.

FUEL EFFICIENCY 
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PRODUCTION AND SUPPLY 
OF ELECTRICITY

Reliability measures indicate the average interruption time that a customer experiences without power 
supply due to a network failure and measured for a certain period. One of the key reliability measure is SAIDI 

Major capital works during the year are:
•  also performed an overhaul of G7 Mak engine all with our own staff, saving around USD $70,000. 

Reconditioned cylinder heads were fitted and new pistons and rings as well. 
• The new fuel flow meters for the Cat sets arrived and fitted to G1 only for evaluation. 
• We took on two trainee mechanical technicians from TIST for work experience purposes. 

RELIABILITY MEASURES (TONGATAPU)

(System Average Interruption 
Duration Index). SAIDI measures 
the average total duration of 
interruption per connected 
customer. The following graph 
shows the accumulated SAIDI (in 
minutes) for the twelve months 
period from July to June 2017 
compared with the previous year. 
During the last twelve months 
period on average a connected 
customer has experienced about 
1560 minutes (about 26 hours) 
power outage compared to 1252 
minutes in 2016. This was mainly 
underpinned by several major 
planned outages as a result of 
the village upgrade project in 
addition to unplanned outages 
from road accidents.
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DISTRIBUTION

It has been another excellent yet challenging year 
for the Distribution Division following on from the 
aftermath of TC Winston, several major capital 
works and projects have been undertaken and 
accomplished.
• The Ha’apai Cyclone Ian Reconstruction 

Project (HCIRP) rolled onto the 16-17 year 
after the completion of the network rebuild in 
2016. The installation of the STATCOM (power 
factor correction unit) at the power station to 
compensate for the high Capacitive load of the 
network was completed in October 2016 which 
mean Ha’apai is now permanently supplied at 
11kV similar to Tongatapu.

• The wide spread damage to the Fiji Electricity 
Authority distribution network by TC Winston, 
paved the way to the Fiji Power Restoration 
supported by the Pacific Region Infrastructure 
Facility (PRIF) 6 line Mechanics from TPL were 
engaged on a monthly rotation as part of the 
assistance to Fiji in restoring the power supply 
and fully funded by ADB.  The Team was based 
in Lautoka and was assigned to the Township 
of Ba, restoring the HV and LV network to the 
biggest 11kV radial feeder.  The assistance 
rolled into the 16-17 FY and was successfully 
completed in August and the team was highly 
commended on the efforts undertaken.

• The Villages planned under the TVNUP was 
successfully completed, bringing them past 
the township of Tatakamotonga and heading 
towards the last 5 village on the project ending 
in Manuka.

• The Outer island Renewable Project (OIREP) 
network rebuild in ‘Eua was completed as 
scheduled by April 2017 from which the high 
voltage reticulation has been stepped up from 
6.6kV to 11Kv, thus improving line losses.

• Over 2012 Capital and Operational works were 
estimated this year.
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• Over 1300 LED Street Light installed this year 
in all 4 islands.

• Successfully installed 3,500 smart meters 
including communication devices and achieved 
over 99% pass rate under operation.

• The Installation of 2 new submarine cables 
between the Popua Power Station and Folaha 
across the Fanga’uta Lagoon was completed. 
Cables was completed and livened allowing 
the further development of Renewable Energy 
projects particularly wind out to the East of 
Tongatapu and should eliminate the risk of 
under capacity of supply due to limitations of 
the old submarine cable.

• The installation of smart meters saw a major 
increase of 4,616 customer disconnection 
which was also a similar trend on the number 
of reconnections increase of 1,615 when 
compared to the previous financial year.  The 
reduction in overhead due to smart meter 
disconnection have also proven beneficial.

• An increase of 150 customer connections from 
624 to 774 this year.

The number of permanent employees remain 
the same, however there have been an increase 
in casual trainees from TIST coming into the 
workforce both under project, distribution, design 
& planning.  A continued focus in providing equal 
opportunities to female trainees have also proven 

beneficial in further developing the professional 
services conducted by the Distribution Division. 

Forward Distribution planning as part of the 
enabling network reconfiguration to allow the full 
penetration of 50% Renewable Energy by 2020, the 
existing radial network configuration on Tongatapu 
is going to be reconfigured into a Ring Topology 
Network and works have begun this year.  The 
Distribution Network across all 4 islands will see 
a total transformation from its existing capacity as 
we draw closer to the 2020 goal of 50% renewable 
energy penetration and the Nuku’alofa Network 
Upgrade Project will be the focal goal moving into 
the 17-18 FY.

DISTRIBUTION



BUSINESS SYSTEM

Tonga Power uses a “Systems Approach” to 
achieve continuous improvement and therein 
maximise profit to the shareholder. During its 
Annual Strategic Planning Meeting workshop held 
at the beginning of the year, the long-term Vision 
of the company is translated into tangible Strategic 
Objectives which are then developed into working 
strategies. The strategies are delivered through 
a comprehensive Business Plan. Tonga Powers 
Business Plan for the 5 year period 2018-2022 
outlines strategies agreed to by the Directors 
and Management of Tonga Power Limited to be 
implemented to achieve its goals.

Performance Management Systems ensure that 
the desired outcomes are achieved. If desired 

outcomes (i.e. objectives) are not achieved, it 
is then reviewed at the next strategic planning 
session. For example, if TPL does not achieve the 
desired outcomes (e.g. Net Profit After Tax) in any 
given year due a Cyclone, this is fed back to the 
strategic review session and a corrective action 
is developed to review and update the Company 
Business Continuity Management Plan (BCM Plan) 
in order to mitigate the impacts from Cyclone risks.
A notable achievement is the revision of Senior 
Management KPIs to be in line with the strategic 
targets of the company. Safety related indicators 
was another important target added to the list. This 
is one of the company effort to ensure that the 
strategic objectives set at the beginning of the year 
are achievable.
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The Enterprise Resource Planning System 
purchase in 2016 operational modules all went LIVE 
during the year. This include Finance, HR, Payroll, 
Risk and Compliance, IT and Assets. Despite some 
minor unresolved issues that are still logged with 
each Unit, this system integrates all information 
across the business units and functions embracing 
procurement, inventory management, finance & 
accounting, billing and revenue collection, and 
payroll.

Another major project implemented was the 
development of a Standardised Company Policy 
which are shared by all utility companies, a fruit of 
the Combined Utility Board initiative. Tonga Power 
was the lead owner of this important task. All day-
to-day tasks are performed in compliance with our 
Company policies and procedures and the Board 
find this useful whereby all staff of the four utilities 
Board operates under one set of rules.

Tonga Powers Asset Management Plan assists 
in managing the Company’s assets throughout 
their life cycles from procurement, operation, 
maintenance, disposal and renewal stages. TPL’s 

HSE Plan ensures safety for our staff and the public 
from potential electric hazards. Company risks (e.g. 
Cyclones) are managed through the Quantate Risk 
Management Software which assists in analysing, 
evaluating and treating company risks and controls. 
With the new ERP system, an agreement was 
reached to unsubscribe from this system effective 
1st October 2017 because the ERP has a Risk and 
Compliance Modules attached to it.

BUSINESS SYSTEM



BUSINESS SYSTEM

INFORMATION TECHNOLOGY
Tonga Power IT department deploy solutions that 
has seemingly integrated the company with the 
latest technology achieving efficiency in business 
processes, whilst still managing business risks. 
The IT department embarked on a relatively new 
and diverse path in its technology implementation. 
The most notable would be the implementation of a 
VM Ware Virtual infrastructure and of smart meters. 
The new infrastructure allows high availability and 
improved disaster recovery for all applications and 
network services. 

The improvement in disaster recovery from the 
Virtual infrastructure was also boosted further by 
the deployment of the Veeam backup and recovery 
application allowing reduced Recovery time 
objective and securing recovery point objectives 
for all high-end applications, part of the company 
IT Disaster recovery plan.

Additionally, the IT department lead the smart 
metering project which was initiated in 2015. A great 
portion of the initial phase was completed during 
the last financial year which includes implementing 
3 high level applications and the deployment of 
3500 smart meters. During the year a further 5000 
were added to the meters deployed.

 The department also participated in the 
implementation of the company new ERP system 

(Technology One) in provisions of 8 hosting servers 
and a workbench system for the database. The IT 
department also administer and manages the ERP 
system. 

Security will play a big part in the future of the 
department as a result from a significant increase 
in global hacking activities.
Below are the projects implemented/initiated during 
the year.
1. Virtualization infrastructure 
2. Veeam DR application
3. Disaster recovery site Replications 
4. Smart Meters
5. ERP
6. Security upgrades

The IT department have lead and contributed 
to numerus project implementation during the 
year 2016/2017, with the company moving into a 
less conservative path from previous years. TPL 
are now the region’s leaders in smart meter/grid 
technologies.   

The IT department are continuously exploring 
opportunities in technological advancement to 
provide greater process efficiencies and to lower 
financial risks to Tonga Power Limited and its 
customers. 
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LEGAL, REGULATORY & 
ENVIRONMENTAL ISSUES

Tonga Power Limited’s Risk and Compliance Unit 
is tasked with its major core function of regulation 
and compliance enforcement of the Electricity Act 
2007, Ministry of Public Enterprises Act 2002 and 
the Concession Contract 2015 for all stakeholders 
in the Electricity sector as well as the company. Its 
other functions include (but are not limited) to the 
following:

• Ensuring TPL compliance with the obligations 
stipulated under the service levels set out 
in Schedule 1 of the Electricity Concession 
Contract.

The major achievements as at 31st June 2017 
were:
• Compliance reporting to Electricity Commission 

met including CAPEX Budget reporting and 
reconciliation. 

• Collaborating and providing relevant policy & 
operational information as well as compliance 
reporting to the Ministry of Public Enterprises. 

• Increased customer focus and efficiency 
through attending to customer requests in a 
timely manner.

• Develop, lead and execute risk management 
strategies and to promote and position risk 
within the company.

• Ensure key internal controls comply with 
standards or meet best practise.

• Ensuring compliance with company policies 
and procedures. 

• Liaise with the Electricity Commission on 
Independent reports on electrocution incidents 
if it is house wiring related.

• Tariff adjustment and publication
• Employees health and safety
• Public safety and awareness

REGULATORY COMPLIANCE 2017 
PERFORMANCE OUTCOMES

Challenges faced 
• Breaches in voltage standards continue but 

does not necessarily lead to damages in 
household appliances and equipment.  This is 
inevitable because of the existence of some of 
the deteriorated sections in TPL’s distribution 
network, which will be addressed through 
the village network upgrade projects that are 
currently underway.

• The old Wiring By Laws developed and 
promulgated in 1985 are deficient in regard to 
electrical safety. The Electricity Commission has 
confirmed that Regulations has been developed 
and will be resubmitted to Government before 
the end of this year.
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LEGAL, REGULATORY & 
ENVIRONMENTAL ISSUES

RISK AND AUDIT 2017 PERFORMANCE 
OUTCOMES

TPL faces the following major business risks:
• Compliance threats: originating in politics, law, 

regulation or corporate governance.
• Financial threats: stemming from volatility in 

markets and the real economy.
• Strategic threats: as related to customers and 

investors.
• Operational threats: affecting the processes, 

systems, people and overall value chain of 
TPL’s business.

TPL has adopted an enterprise risk management 
system to meet its specific risk management 
needs. Enterprise risk management consists of a 
set of organizational components that together aim 
to raise the level of risk management effectiveness 
across Tonga Power. 
These include risk identification and prioritization, 
risk strategy, governance and control. It also 
includes allocation of risk ownership and risk 
reporting to the respective Divisional Managers on 
the risk management practices.

The following major achievements as at 31st June 
2017 were:

• A quarterly review of all risks were done at 
the executive level to ensure that the risks 
are monitored on a regular basis and the 
controls are effective to minimise impact/
loss to the company. This is through one on 
one communication between the Risk and 
Compliance Manager and individual heads / 
risk owners. 

• Completed one internal audit on Asset 
Management.

• The new ERP system has a Risk and Compliance 
Module which will replace the Quantate system 
currently used for risk management.

• TPL’s insurance programmes were renewed for 
another year after the insurers were satisfied 
with TPL’s business operations, including the 
level of maintenance of the assets and the 

controls that are in place to minimise risk. 

Challenges faced 
• Delay in implementation of risk controls given 

the costs involved.
• The company wide appreciation of risk not 

honoured.
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LEGAL, REGULATORY & 
ENVIRONMENTAL ISSUES

The followings major achievements as at June 
2017 were:
• Monthly Health and Safety meetings and 

relevant issues of interest are escalated to CEO 
for consideration and information. Respective 
divisional issues are addressed as needed.

• Completed one safety visit to TVNUP site and 
the issues of concern were communicated back 
to the team to address.

• Ongoing and proactive Public Safety Awareness 
campaign to various communities, villages 
& schools in Central and Eastern divisions to 
ensure life and property are protected and safe. 
This was mainly during the TVNUP consultation 
with villagers before the project starts in each 
villages and also during the usual safety visit by 
some of TPL technicians and Communication 
Manager to the schools and communities.

Challenges faced 
• Costs involved in addressing recommendations.

HEALTH AND SAFETY 
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STRATEGIC DEVELOPMENT 
PROGRAMME

The Strategic Development Unit of Tonga Power 
continues to work with TPL’s internal and external 
stakeholders to: 
• Build, explore and drive new business 

opportunities;
• Support and manage a growing aid-funded 

project portfolio;
• Deal and manage customer initiatives as they 

impact the company; and
• Coordinate the implementation of strategic 

work streams and Tonga Power Limited’s 
Business Plan 2018- 2021.

SDU has invested a lot of time and effort into securing 
aid resources to achieve TPL’s high priority projects 
and our overall objective of generating 50% of grid 
based electricity from renewable energy sources 

by 2020.  The Unit does this through:

• Stronger coordination with key partners such 
as the Government of Tonga (GOT), aid donors 
such as the Asian Development Bank (ADB) 
and the Governments of Australia and New 
Zealand.

• Securing commitment of grant and/or 
concessional financing and/or innovative 
Independent Power Producer and Power 
Purchase Agreement arrangements for high 
priority projects.

• Ensure shareholder and client awareness of 
TPL’s proactive service oriented approach to 
the provision of power services and delivery of 
shareholder’s vision.
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TPL is mandated to help the GOT meets its 50% renewable energy target by 2020, which is the centrepiece 
of the Tonga Renewable Energy Roadmap (TERM) 2010-2020. The figure below illustrates how efforts to 
reach the target are being achieved.

To meet this target, TPL worked closely with the GOT’s Department of Energy to secure concessional 
resources for TPL’s high priority projects and reached an ‘in-principle’ agreement on the preliminary 
project scope for the implementation of the TERM. 

The first two phases of TERM are being implemented. When these phases are complete, approximately 
27% of Tonga’s electricity will be generated from renewable energies. The third phase of TERM 
implementation – called the Tonga Renewable Energy Project (TREP) to be funded in part by the Green 
Climate Fund (GCF) – will be Tonga’s final push to achieve its 50% renewable energy target. 

STATUS OF IMPLEMENTATION
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STRATEGIC DEVELOPMENT 
PROGRAMME

SDU has over the past year invested a lot of 
time in mobilizing resources towards TERM 
implementation and have made steady progress 
including, but not limited to:
• Secured funding for the Wind project in Niutoua. 
• Secured NZD$ 10 million to upgrade the 

Nuku’alofa Network from NZ Government. 
• The TREP was officially submitted to the GCF 

Board. 
• Technical Assistance for project developments 

and due diligence assessments for TPL projects 
have been mobilized, for e.g. BESS and TREP 
projects by ADB and Grid Study Code by EU.

SDU were also heavily involved in organizing and 
coordinating the following events, which have been 
very beneficial for TPL and Tonga:

1. Pacific Regional Energy and Transport 
Ministers Meeting. Tonga hosted the third 
Pacific Regional Energy and Transport 
Ministers Meeting on the 24th – 28th April 2017. 
TPL assisted MEIDECC and took part in GOT 
coordination meetings with high-level regional 
members and development partners present.

2. New Zealand Prime Minister to Tonga.  Hon. 
Bill English visited Tonga as the new Prime 
Minister of New Zealand on 15th June with 
over 70 delegates. TPL had the opportunity 
to showcase the NZ funded TVNUP project. 

Hon. Bill English announced the Government 
of New Zealand’s investment in the Nuku’alofa 
Network Upgrade Project.

3. GCF Pacific Dialogue. Tonga hosted the Green 
Climate Fund Structured Dialogue with the 
Pacific on July 18th -21st in Tongatapu. The 
dialogue’s purpose is to accelerate the region’s 
engagement with the GCF. 

4. GCF 16th Board Meeting. A delegation from 
Tonga led by the Deputy Prime Minister, Hon. 
Siaosi Sovaleni participated in the 16th Meeting 
of the Board of the Green Climate Fund (GCF) 
held in Songdo, South Korea from the 4-7th April 
2017.  The Strategic Development Manager, 
TPL, attended as representative of Tonga’s 
GCF Renewable Energy Sub-committee 
together with Mr.Tatafu Moeaki, Tonga’s Senior 
Country Coordination Officer for ADB and Mr. 
Woo Yul Lee, Energy Specialist of ADB.

5. Visit from the Australian Solar and Energy 
Storage Council. The CEO of the Australian 
Solar Council (ASC) and Australian Energy 
Storage Council (AESC), Mr John Grimes 
visited Tonga from August 21st -23rd. He met 
with Deputy Prime Minister (DPM) and Minister 
for Energy and other relevant parties including 
the EC and TPL. The Council agreed to support 
renewable energy development in the Pacific 
through the establishment of a Pacific Smart 
Energy Training Centre. 
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• Continues to perform well and meeting all the 
project deliverables.

• 25 of 33 villages now completed
• Project acceleration approved by MFAT. New 

completion date is 5 months earlier than 
schedule meaning benefits can be realised 
earlier and Nuku’alofa Network Upgrade 
Project can commence earlier.

Below are the major projects the company implemented during the year through the Major Project 
Delivery Unit.

TVNUP STAGES 2 AND 3

• 16 line technicians have been awarded their 
NZQA Level 4 line mechanic qualification. 
First group outside NZ to be awarded this 
qualification.

• Project will be completed under budget. 
TPL have requested that savings be used to 
complete those villages left out of initial project 
scope MFAT have approved in principle. 
Currently waiting on Ministry of Finance 
submitting the official variation for this.
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MAJOR PROJECTS

OIREP

OIEEP

• Eua solar plant commissioning ceremony held on 21st July. Plant is 200kW solar panels and will 
contribute 15-20% of ‘Eua’s total Electricity.

• Ha’apai solar plant commissioning ceremony was held on 15th June. Plant is 550 kW of solar Panels 
and 660kWh of battery storage. Currently making adjustments and repairs to TPL existing generation 
plant to maximise fuel savings. Once complete, Plant should contribute 50% of Ha’apai total electricity.

• ‘Eua network upgrade is now 80% completed as per the original project scope in May. The additional 
20% (service lines from additional financing 2) will be completed by the local ‘Eua team over the next 
6 months.

• Team mobilised to Vava’u to complete the upgrade of 60% of the Vava’u network by July 2018. 
Project progressing very well.
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MAJOR PROJECTS

• TPL continue to work closely with Singyes to ensure plant is constructed in conformance with the AS/
NZ standards.

• Plant scheduled to be commissioned on the 28th September with official opening scheduled for 
October 19th  

• TPL Network and connection requirements have been completed and are ready to receive the power 
from the completed plant.

• First MW was tested successfully onto the grid. 

• Vava’u Hospital solar commissioning ceremony held on 3rd July. Plant is 20kw and 96kwhrs storage 
and will meet approximately 43% of the hospitals electricity requirements

2MW SOLAR PPA

VAVA’U HOSPITAL SOLAR
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DIRECTORS’ REPORT

The Directors present their report together with the financial statements of Tonga Power Limited (the Company) and of the
Group, being the company and its controlled entity (the Group) for the year ended 30 June 2017 and the auditor’s report
thereon.

The following were directors of the Company at any time during the financial year and up to the date of this report:

The principal activity of the Group is to generate and supply electricity to the people of Tonga and the sale of gas. The
Company also undertakes certain electrical contracting work for private customer service lines. 

The profit after income tax of the Group for the financial year was $5,326,010 (2016: $5,504,913). The profit after
income tax of the Company for the financial year was $5,525,843.(2016: $5,494,392).

There were no material movements in provisions, other than provision for taxes, where applicable. 

The directors took reasonable steps before the financial statements were made out to ascertain that the current assets
of the Company and the Group was shown in the accounting records at a value equal to or below the value that would
be expected to be realised in the ordinary course of the business.

The directors of the Company, during the year declared dividends of $3,300,000 relating to the current financial year
and $468,262 relating to the 2016 financial year for the year ended 30 June 2017 (2016: $2,900,000) at the rate of
$3,655 (2016: $2,812) per share. This is consistent with the Group's long term value objective under its dividend policy
to distribute funds to its shareholder.

At the date of this report, the directors are not aware of any circumstances which would render the values attributable to
the current assets in the financial statements to be misleading.

The directors recommend that no amounts be transferred to reserves in respect of the year ended 30 June 2017. (2016:
$Nil)  
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DIRECTORS’ REPORT - continued

8 BAD AND DOUBTFUL DEBTS

9 DIRECTORS’ BENEFIT

10 RELATED PARTY TRANSACTION

11 EVENTS SUBSEQUENT TO BALANCE DATE

12 OTHER CIRCUMSTANCES

13 UNUSUAL TRANSACTIONS

Dated at Nuku’alofa this  day of October 2017.

For and on behalf of the Board of Directors by authority of a resolution of the Directors.

……………………………… ………………………………
Director Director

On 4th September 2017, Tonga Power Limited injected $280,000 as capital into the Gas subsdiaries. Other than the
matter disclosed above, there has not arisen in the interval between the end of the financial year and the date of this
report any item, transaction or event of a material and unusual nature likely, in the opinion of the directors of the Group,
to affect significantly the operations of the Company and the Group, the results of those operations, or the state of
affairs of the Company and the Group, in subsequent financial years.

In the opinion of the directors all related party transactions have been adequately recorded in the books of the Company
and its subsidiaries.

No director has, since the end of the previous financial year, received or become entitled to receive a benefit (other than
a benefit included in the total amount of emoluments received or due and receivable by directors shown in the financial
statements) by reason of a contract made with the Company or a related corporation with the director or with a firm of
which the director is a member, or in a Group in which the director has a substantial financial interest.

At the date of this report, the directors are not aware of any circumstances not otherwise dealt with in this report or
financial statements which would render any amounts stated in the financial statements misleading.

The directors took reasonable steps before the financial statements were made out to ascertain that all known bad
debts were written off and adequate provision was made for doubtful debts. At the date of this report, the directors are
not aware of any circumstances which would render the amount written off for bad debts, or the amount of the provision
for doubtful debts, inadequate to any substantial extent.

The results of the Company’s and the Group’s operations during the financial year have not in the opinion of the
directors been substantially affected by any item, transaction or event of a material and unusual nature other than those
disclosed in the financial statements.
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In the opinion of the directors:

(a)

(b)

(c)

(d)

(e)

(f) 

Dated at Nuku’alofa this  day of October 2017.

For and on behalf of the Board of Directors by authority of a resolution of the Directors.

……………………………… ………………………………
Director Director

at the date of this statement, there are reasonable grounds to believe that the Company and the Group will be able to
pay their debts as and when they fall due; and

all related party transactions have been adequately recorded in the books of the Company and its controlled entities.

the accompanying statements of cash flows are drawn up so as to give a true and fair view of the cash flows of the
Company and of the Group for the year ended 30 June 2017;

the accompanying statements of financial position are drawn up so as to give a true and fair view of the state of the
Company and of the Group at 30 June 2017;

the accompanying statements of changes in equity are drawn up so as to give a true and fair view of the movement in
shareholders’ funds of the Company and of the Group for the year ended 30 June 2017;

the accompanying statements of profit or loss and other comprehensive income are drawn up so as to give a true and
fair view of the results of the Company and of the Group for the year ended 30 June 2017;

STATEMENT BY DIRECTORS



FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 
JUNE 2017

4

 

 

KPMG, a Fiji partnership, is part of the KPMG International network. 
KPMG International Cooperative ("KPMG International") is a Swiss entity. 
Document classification: KPMG Confidential 

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF 
TONGA POWER LIMITED 
Report on the Audit of the Financial Statements 

Opinion 

We have audited the accompanying financial statements of (“the Company”) and the consolidated 
financial statements of Tonga Power Limited and its subsidiaries (“the Group”), which comprise the 
statement of financial position as at 30 June 2017, the statements of profit or loss and other comprehensive 
income, changes in equity and cash flows for the year then ended, and notes, comprising significant 
accounting policies and other explanatory information as set out in notes 1 to 28.
In our opinion, the accompanying financial statements give a true and fair view of the financial position 
of the Company and Group as at 30 June 2017, and of its financial performance and its cash flows for the 
year then ended in accordance with International Financial Reporting Standards (IFRS) 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit 
of the Financial Statements section of our report. We are independent of the Company and Group in 
accordance with International Ethics Standards Board for Accountants Code of Ethics for Professional 
Accountants (IESBA Code) together with the ethical requirements that are relevant to our audit of the 
financial statements and we have fulfilled our other ethical responsibilities in accordance with these 
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion. 

Responsibilities of Management and Those Charged with Governance for the Financial 
Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error. 
In preparing the financial statements, management is responsible for assessing the Company’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless management either intends to liquidate the Company or to cease 
operations, or has no realistic alternative but to do so. 
Those charged with governance are responsible for overseeing the Company’s financial reporting process. 

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with International Standards on Auditing (ISAs) will always detect a 
material misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF 
TONGA POWER LIMITED (CONTINUED) 
Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company’s and Group’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management.  

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. 
If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ 
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditors’ report. However, future events or conditions may cause the Company to cease to continue 
as a going concern. 

 Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events in 
a manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Group to express an opinion on the consolidated financial statements.  
We are responsible for the direction, supervision and performance of the group audit.  We remain 
solely responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 

Report on Other Legal and Regulatory Requirements 

We have obtained all the information and explanations which, to the best of our knowledge and belief, 
were necessary for the purposes of our audit. 

In our opinion, 

i). proper books of account have been kept by the Company, so far as it appears from our examination 
of those books; 

ii). the financial statements are in agreement with the books of account; and 

iii). to the best of our information and according to the explanations given to us the financial statements 
give the information required by the Tonga. 

KPMG  

4 October, 2017  

Suva, Fiji  
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STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2017

2017 2016 2017 2016
Notes       $            $       $            $

Revenue 5 55,338,236       49,384,777    48,456,558    43,373,657   
Cost of sales 9(a) (33,796,171)      (30,448,669)  (28,955,321)  (26,243,208)

Gross profit 21,542,065       18,936,108    19,501,237    17,130,449   

Other income 6 2,908,633         2,238,178      2,859,995      2,425,090     

Selling and distribution expenses 9(b) (5,371,786)        (4,937,677)     (5,300,678)     (4,896,135)   
Administrative and other expenses 9(c) (10,211,712)      (7,967,823)     (8,128,700)     (6,515,661)   

Results from operating activities 8,867,200         8,268,786      8,931,854      8,143,743     

Finance income 114,913            209,516         113,961         209,051        
Finance costs (1,322,669)        (1,028,530)     (1,286,929)     (1,026,934)   
Net finance costs 7 (1,207,756)        (819,014)        (1,172,968)     (817,883)      

Profit before tax 7,659,444         7,449,772      7,758,886      7,325,860     

Income tax expense 10(a) (2,188,880)        (1,944,859)     (2,233,044)     (1,831,465)   

Profit after tax 5,470,564         5,504,913      5,525,843      5,494,395     

Other comprehensive income

Other comprehensive income, net of tax -                        -                     -                     -                    

Total comprehensive income 5,470,564$       5,504,913$    5,525,843$    5,494,395$   

Consolidated Company

The above statements of profit or loss and other comprehensive income should be read in conjunction with the accompanying
notes.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF 
TONGA POWER LIMITED (CONTINUED) 
Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company’s and Group’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management.  

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. 
If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’ 
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditors’ report. However, future events or conditions may cause the Company to cease to continue 
as a going concern. 

 Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events in 
a manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Group to express an opinion on the consolidated financial statements.  
We are responsible for the direction, supervision and performance of the group audit.  We remain 
solely responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 

Report on Other Legal and Regulatory Requirements 

We have obtained all the information and explanations which, to the best of our knowledge and belief, 
were necessary for the purposes of our audit. 

In our opinion, 

i). proper books of account have been kept by the Company, so far as it appears from our examination 
of those books; 

ii). the financial statements are in agreement with the books of account; and 

iii). to the best of our information and according to the explanations given to us the financial statements 
give the information required by the Tonga. 

KPMG  

4 October, 2017  

Suva, Fiji  
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STATEMENTS OF FINANCIAL POSITION
 AS AT 30 JUNE 2017

2017 2016 2017 2016
Notes       $            $       $            $

ASSETS
Current assets
Cash and cash equivalents 11 4,209,611 3,828,011 3,739,881 3,499,283
Trade and other receivables 12 6,428,365 6,384,718 6,841,725 6,226,077
Inventories 13 1,434,419 1,457,001 1,069,113 1,279,030
Held-to-maturity financial assets 14 3,316,509 1,423,496 3,316,509 1,423,496

15,388,904 13,093,226 14,967,228 12,427,886
Non-current assets
Intangible assets and goodwill 15 3,469,724 1,151,336 2,501,056 181,786
Property, plant and equipment 16 120,353,555 117,512,900 117,364,377 114,571,844
Held-to-maturity financial assets 14 1,700,000 1,700,000 1,700,000 1,700,000
Investment in subsidiary 24 - - 3,669,675 3,669,675
Deferred tax asset 10(d) 303,760 156,871 215,318 139,509

125,827,039 120,521,107 125,450,426 120,262,814

TOTAL ASSETS 141,215,943 133,614,333 140,417,654 132,690,700

LIABILITIES
Current liabilities
Trade and other payables 17 7,496,154 6,114,673 7,590,394 5,472,733
Employee entitlements 18 764,159 452,113 749,957 440,704
Deferred income-donated assets 23 1,852,867 1,852,867 1,852,867 1,852,867
Borrowings 19 2,710,353 1,913,699 2,710,353 1,913,699
Provision for dividend 21 3,300,000 2,800,000 3,300,000 2,800,000
Current tax liability 10(b) 2,422,000 884,125 2,524,818 865,569

18,545,533 14,017,477 18,728,389 13,345,572
Non-current liabilities
Deferred tax liability 10(c) 7,966,214 8,122,480 7,848,244 8,064,207
Deferred income - donated assets 23 29,964,966 31,817,833 29,964,966 31,817,833
Borrowings 19 24,595,591 21,215,206 23,870,591 21,215,206

62,526,771 61,155,519 61,683,801 61,097,246

TOTAL LIABILITIES 81,072,304 75,172,996 80,412,190 74,442,818

EQUITY
Share capital 20(b) 33,783,595 33,783,595 33,783,595 33,783,595
Asset revaluation reserve 22 11,214,520 11,661,353 11,214,520 11,661,353
Retained earnings 15,145,524 12,996,389 15,007,348 12,802,934
TOTAL EQUITY 60,143,639 58,441,337 60,005,464 58,247,882

TOTAL LIABILITIES AND EQUITY 141,215,943 133,614,333 140,417,654 132,690,700

For and on behalf of the Board of Directors. 

……………………………… ………………………………
Director Director

The above statements of financial position should be read in conjunction with the accompanying notes.

Consolidated Company

7
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STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2017

Share Capital

Asset 
Revaluation 

Reserve
Retained 
earnings Total Equity

$ $ $ $
CONSOLIDATED
Balance at 1 July 2015 33,783,595$ 12,111,612$ 9,941,217$ 55,836,424$

Total comprehensive income
Profit - - 5,504,913 5,504,913

Transfer to retained earnings (450,259) 450,259 -
Total comprehensive income - (450,259) 5,955,172 5,504,913

Transaction with owners of the company
Dividend - - (2,900,000) (2,900,000)

Total transaction with owners of the 
company - - (2,900,000) (2,900,000)

Balance at 30 June 2016 33,783,595$ 11,661,353$ 12,996,389$ 58,441,337$

Balance at 1 July 2016 33,783,595$ 11,661,353$ 12,996,389$ 58,441,337$

Total comprehensive income
Profit - - 5,470,564 5,470,564

Transfer to retained earnings (446,833) 446,833 -
Total comprehensive income - (446,833) 5,917,397 5,470,564

Transaction with owners of the 
company

Dividend -2017 - - (3,300,000) (3,300,000)
Dividend -2016 (468,262)

Total transaction with owners of the 
company - - (3,768,262) (3,300,000)

Balance at 30 June 2017 33,783,595$ 11,214,520$ 15,145,524$ 60,611,901$

COMPANY
Balance at 1 July 2015 33,783,595$ 12,111,612$ 9,758,280$ 55,653,487$

Total comprehensive income
Profit - - 5,494,395 5,494,395

Transfer to retained earnings (450,259) 450,259 -
Total comprehensive income - (450,259) 5,944,654 5,494,395

Transaction with owners of the 
company

Dividend - - (2,900,000) (2,900,000)
Total transaction with owners of the 
company - - (2,900,000) (2,900,000)

Balance at 30 June 2016 33,783,595$ 11,661,353$ 12,802,934$ 58,247,882$

Balance at 1 July 2016 33,783,595$ 11,661,353$ 12,802,934$ 58,247,882$

Total comprehensive income
Profit - - 5,525,843 5,525,843

Transfer to retained earnings (446,833) 446,833 -
Total comprehensive income - (446,833) 5,972,675 5,525,843

Transaction with owners of the company
Dividend - 2017 - - (3,300,000) (3,300,000)
Dividend - 2016 - - (468,262) (468,262)

Total transaction with owners of the 
company - - (3,768,262) (3,768,262)

Balance at 30 June 2017 33,783,595$ 11,214,520$ 15,007,348$ 60,005,462$

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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FOR THE YEAR ENDED 30 JUNE 2017

2017 2016 2017 2016
Note       $       $       $            $

Cash flows from operating activities 
Receipts from customers 65,835,775   48,057,467   47,992,906  43,069,579    
Payments to suppliers and employees (52,579,427)  (34,938,209)  (34,577,296) (30,703,279)  
Income tax paid (954,160)       (220,097)       (865,569)      (136,190)        
Interest received 114,913        65,971          113,961       65,971           
Interest paid (1,296,277)    (915,032)       (1,286,929)   (915,032)        
Net cash from operating activities 11,120,824   12,050,100   11,377,073  11,381,049    

Cash flows from investing activities 
Investment in Held to Maturity (1,893,013)    (1,000,000)    (1,893,013)   (1,000,000)     
Donor Funds Received, net -                950,898        -               950,898         
Proceeds from sale of plant equipment 1,100            24,700          -               24,700           
Loan to Waste Authority Limited -                (200,000)       -               (200,000)        
Dividends received 100,000        -                100,000       100,000         
Contribution to TVNUP project -                (446,343)       -               (446,343)        
Acquisition of intangibles (2,174,716)    -                (2,174,716)   -                 
Acquisition of property, plant and equipment (8,530,196)    (9,951,929)    (8,126,794)   (9,087,355)     

Net cash (used in) investing activities (12,496,825)  (10,622,674)  (12,094,523) (9,658,100)     

Cash flows from financing activities 
Proceeds from borrowings 6,075,197     2,080,794     5,350,197    2,080,794      
Repayment of borrowings (1,898,158)    (631,883)       (1,898,158)   (631,883)        
Dividends paid (2,428,765)    (2,000,000)    (2,378,765)   (2,000,001)     
Net cash (used in) / from financing activities 1,748,274     (551,089)       1,073,274    (551,090)        

Net increase/ (decrease) in cash and 
cash equivalents 372,273        876,337        355,824       1,171,860      

Effect of movements in exchange rates 
on cash held 9,327            66,787          9,327           66,787           

Cash and cash equivalents at beginning of year 3,828,011     2,884,887     3,499,283    2,260,636      

Cash and cash equivalents at end of 
year 11 4,209,612     3,828,011     3,864,434    3,499,283      

The above statements of cash flows should be read in conjunction with the accompanying notes.

STATEMENTS OF CASH FLOWS

Consolidated Company
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1 GENERAL INFORMATION
Reporting entity

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

(i)  Statement of compliance

(ii) Basis of measurement

Tonga Power Limited (the "Company”) is a limited liability company incorporated and domiciled in the Kingdom of Tonga and its
registered office and principal place of business is at the corner of Taufa’ahau Road and Matealona Road, Kolofo’ou, Nuku’alofa,
Tonga.

The principal activity of Tonga Power Limited and subsidiary companies (the "Group") is to generate and supply electricity to the
people of Tonga and the sale of gas. The Company also undertakes electrical contracting work particularly for private customer
service lines.

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
("IFRSs") as issued by the International Accounting Standards Board and the requirements of the Public Enterprises Act, 2002
and the Tonga Companies Act, 1995.

The financial statements were authorised for issue by the Board of the Directors on ______________. 

The principal accounting policies adopted by Tonga Power Limited and its controlled entities in the preparation of these financial
statements are set out below. These policies have been consistently applied to all years presented, unless otherwise stated.

The preparation of financial statements in conformity with IFRSs requires the use of certain critical accounting estimates and 
management’s judgment in the process of applying the entity’s accounting policies. The areas involving a higher degree of 
judgment or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in 
note 2 (x). 

Standards, amendments and interpretations issued but not yet effective

The financial statements have been prepared under the historical cost convention, as modified by the revaluation of Distribution
Network Equipment and Land and Buildings and except where otherwise noted.

New standards, amendments and interpretations issued but not yet effective for the financial year beginning 1 July 2016 
and not early adopted
IFRS 9, published in July 2014 replaces the existing guidance in IAS 39 Financial Instruments: Recognition and Measurement.
IFRS 9 includes revised guidance on the classification and measurement of financial instruments, including a new expected credit
loss model for calculating impairment on financial assets, and the new general hedge accounting requirements. It also carried
forward the guidance on recognition and derecognition of financial instruments from IAS 39.

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised. It replaces
existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty
Programmes. The standards are effective for annual reporting periods beginning on or after 1 January 2018, with early adoption
permitted.

Standards, amendments and interpretations issued but not yet effective- continued

IFRS 16 removes the classification of leases as either operating leases or finance leases – for the lessee – effectively treating all 

The group has not early adopted these standards and has not yet determined their effect on the company and the group.

9
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued
(b) Basis of consolidation

Business combination

Subsidiaries

(c) Foreign currency translation

(i)     Functional and presentation currency

(ii)     Transactions and balances

(d) Intangible assets and goodwill

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date of the

transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at

period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss. 

Items included in the financial statements are measured using the currency of the primary economic environment in which the
entity operates (‘the functional currency’). The financial statements are presented in Tongan Pa’anga and denoted “$”, which is
the Group's functional and presentation currency, rounded off to the nearest Tongan Pa'anga.

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are
eliminated. 
Accounting policies of the subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the Group.
Investments in subsidiaries are measured at cost, less impairment.

The consolidated financial statements of the company as at and for the year ended 30 June 2017 comprise the Company and its
controlled entities (together referred to as the "Group" and individually as "Group entities"). 

The Group accounts for business combination using the acquisition method when control is transferred to the Group. The
consideration transferred in the acquisition is generally measured at fair value, as are the identifiable net assets acquired. Any
goodwill that arises is tested annually for impairment. Any gain on a bargain purchase is recognised in profit or loss immediately.
Transaction costs are expensed as incurred.

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those returns through its power over the entity. The
financial statements of subsidiaries are included in the consolidated financial statements from the date on which control
commences until the date on which control ceases.

Transactions eliminated on consolidation

Intangible assets relate to the cost of the computer software in respect of the billing system. Acquired intangible assets are initially

recorded at their cost at the date of acquisition being the fair value of the consideration provided plus incidental costs directly

attributable to the acquisition. Costs associated with maintaining computer software programmes are recognised as an expense

as incurred. Development costs  directly attributable to the design and testing of software are recognised as intangible assets. 

All acquired intangible assets have finite useful lives and are measured at cost less accumulated amortisation and accumulated

impairment losses. Intangible assets are amortised on a straight line basis over its estimated useful life of 10 years.

Goodwill arising on acquisition of subsidiaries is measured at cost less accumulated impairment losses.

Amortisation  methods, useful lives, and residual values are reviewed at each reporting date and adjusted if appropriate.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(e) Property, plant and equipment

The principal annual rates in use are:

Class
Generation Equipment
Distribution Network Equipment
Computers & Equipment
Furniture & Fixtures 
Tools & Equipment
Motor vehicles
Land & Building
Other Auxiliary Equipment
Leasehold land 

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged to profit or loss
during the financial period in which they are incurred. 

Increases in the carrying amount arising on revaluation are credited to other comprehensive income and shown as asset
revaluation reserves in shareholders’ equity. Decreases that offset previous increases of the same asset are charged in other
comprehensive income and debited against asset revaluation reserves directly in equity; all other decreases are charged to profit
or loss. Each year the difference between depreciation based on the revalued carrying amount of the asset charged to profit or
loss and depreciation based on the asset’s original cost is transferred from ‘asset revaluation reserves’ to ‘retained earnings’.

Leasehold land is amortised over the life of the lease.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (Note 2(h)).
Gains or losses on the disposal of property plant and equipment are recognised in profit or loss.
When revalued assets are sold, the amounts included in other reserves are transferred to retained earnings

Depreciation  methods, useful lives, and residual values are reviewed at each reporting date and adjusted if appropriate.

3.33%

Depreciation rate

10.25% to 25.31%
10.03% to 25.31%

20% to 33.33%

11.55% to 29.97%
1.82% to 100%

3.33% to 33.33%

In accordance with IAS 16, the Group records all plant and equipment at depreciated historical costs less accumulated
depreciation and impairment except for distribution network equipment and land and building which are measured at revaluation.
Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset, and the net
amount is restated to the revalued amount of the asset. Historical cost includes expenditure that is directly attributable to the
acquisition of the items.

10%
Term of the lease
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(f) Financial assets

(i) Financial assets at fair value through profit or loss

(ii) Available for sale financial assets

(iii) Held-to-maturity financial assets

(iv) Loans and Receivables

A financial asset is classified as fair value through profit or loss if it is classified as held-for-trading or is designated as such on
initial recognition. Directly attributable transaction costs are recognised in profit or loss as incurred. Financial assets at fair value
through profit or loss are measured at fair value and changes therein including any interest or dividend income, are recognised in
profit or loss. Derivatives are also categorised as held for trading unless they are designated as hedges.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities for
which the Group has the positive intention and ability to hold to maturity, other than those that meet the definition of loans and
receivables. These assets are initially recognised at fair value plus any directly attributable transaction costs. Subsequent to initial
recognition, they are measured at amortised cost using the effective interest method.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees that are an integral part of
the effective interest rate. The amortisation is included in interest income in profit or loss.
Term deposits and government securities are included under this category.

Financial instruments comprise investments in government securities, term deposits, trade and other receivables, cash and cash
equivalents, borrowings, trade and other payables and derivatives. Financials assets are classified into the following categories: at
fair value through profit or loss, available-for-sale, held-to-maturity and loans and receivables. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of its financial assets at initial
recognition.

Financial instruments 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 non-derivative financial instruments are measured as described
below.

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the
other categories. These assets are initially recognised at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition, they are measure at fair value and changes therein, other than impairment losses and foreign currency
difference on debt instruments are recognised in OCI and accumulated in the fair value reserve. When these assets are
derecognised, the gain or loss accumulated in equity is reclassified to profit or loss.

A financial instrument is recognised if the Group becomes a party to the contractual provisions of the instrument. Financial assets
are derecognised if the Group’s contractual rights to the cash flows from the financial assets expire or if the Group transfers the
financial asset to another party without retaining control or substantially all risks and rewards of the asset. Purchases and sales of
financial assets are accounted for at trade date, i.e., the date that the Group commits itself to purchase or sell the asset. Financial
liabilities are derecognised if the Group’s obligations specified in the contract expire or are discharged or cancelled.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. These assets are initially recognised at fair value plus any directly attributable transaction costs. Subsequent to initial
recognition, they are measured at amortised cost using the effective interest method.

Trade and other receivables and cash and cash equivalents are included under this category.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(g) Offsetting financial instruments

(h) Impairment of assets

i. Impairment of financial assets measured at amortised cost

ii. Impairment of non-financial assets

The Group assesses at each reporting date whether there is objective evidence that a financial asset or group of financial assets
is impaired. A financial asset or group of financial assets is impaired and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events that have occurred after the initial recognition of the asset (a ‘loss
event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of financial
assets that can be reliably estimated. 

Objective evidence that financial assets are impaired includes; default or delinquency by a debtor, restructuring of an amount due
to the Group on terms that the Group would not consider otherwise, indications that a debtor or issuer will enter bankruptcy,
adverse changes in the payment status of borrowers or issuers, the disappearance of any active market for a security or
observable data indicating that there is a measurable decrease in the expected cash flows from a group of financial assets.

The Group considers evidence of impairment for these assets at both an individual asset and a collective level. All individually
significant assets are individually assessed for impairment. Those found not to be impaired are then collectively assessed for any
impairment that has been incurred but not yet individually identified. Assets that are not individually significant are collectively
assessed for impairment. Collective assessment is carried out by grouping together assets with similar risk characteristics.

In assessing collective impairment, the Group uses historical information on the timing of recoveries and the amount of loss
incurred and makes and adjustment if current economic and credit conditions are such that the actual losses are likely to be
greater or lesser than suggested by historical trends. 

An impairment loss is calculated as the difference between an asset's carrying amount and the present value of the estimated
future cash flows discounted at the assets original effective interest rate. Losses are recognised in profit or loss and reflected in
an allowance account. When the Group considers that there are no realistic prospects of recovery of the asset, the relevant
amounts are written off. If the amount of impairment loss subsequently decreased and the decrease can be related objectively to
an event occurring after the impairment was recognised, then the previously recognised impairment loss is reversed through profit
or loss.

Assets that have an indefinite useful life, are not subject to amortisation and are tested annually for impairment. Assets that are
subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and the value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units).

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and only when,
there is a legally enforceable right to offset the amounts and there is an intention either to settle them on a net basis or realise the
asset and settle the liability simultaneously.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(i) Derivative financial instruments and hedging activities 

(j) Leases

(k) Trade receivables

(l) Inventories

(m) Cash and cash equivalents

(n) Share capital

(o) Trade and other payables

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share options
are recognised as a deduction from equity, net of any tax effects. Ordinary shares are classified as equity and carried in the
Company and the Group’s financial statements at par value. 

Trade and other payables are stated at amortised cost. These amounts represent liabilities for goods and services provided to the
Company and the Group prior to the end of the financial period which are unpaid. The amounts are unsecured and are usually
paid within 30 days of recognition.

Lease in which a significant portion of risks and rewards of ownership are retained by the lessor are classified as operating leases.
Payments made under operating leases (net of any incentives received from the lessor) are charged to profit or loss on a straight-
line basis over the period of the lease.

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling expenses. 

Cost is determined using the weighted average method for fuel and First-in First-out (FIFO) method for spare parts. Inventory cost
includes expenditure incurred in acquiring the inventories and bringing them to their existing condition and location.

Cash and cash equivalents comprise cash on hand and cash at bank. Cash and cash equivalents are categories as loans and
receivables under financial assets.

Trade receivables are carried at amortised cost less provision for impairment on the basis set out in note 2(h). Trade receivables
are categorised as loans and receivables under financial assets.

Derivatives are initially recognised at fair value on the date derivative contracts are entered into and are subsequently remeasured
at their fair value. The method of recognising the resulting gain or loss depends on whether the derivatives are designated as a
hedging instrument, and if so, the nature of the item being hedged. 

The fair values of various derivative instruments are disclosed in note 20. Trading derivatives are classified as current asset or
liability.

As at reporting date, the Group did not have any derivative financial instrument which qualifies for hedge accounting.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(p) Borrowings

(q) Income tax

(r) Employee emoluments and benefits

(i) Wages, salaries and annual leave

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the
profit and loss over the period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at
least 12 months after the reporting date. 

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 a business combination, or items recognised directly in equity or in OCI. 

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

Deferred tax is recognised in respect of 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 the following: temporary
differences on the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable profit or loss, temporary differences related to investments in subsidiaries to the extent that the
Group is able to control the timing of the reversal of the temporary differences and it is probable that they will not reverse in the
foreseeable future, and taxable temporary difference arising on the initial recognition of goodwill. 

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary differences, to the extent
that it is probable that future taxable profits will be available against which they 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, such
reductions are reversed when the probability of future taxable profits improved.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent that it has become probable
that future taxable profits will be available against which they can be used.

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

Deferred tax assets and liabilities are offset only if there is a legally enforceable right to offset current tax liabilities and assets, and
they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they intend
to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised simultaneously.

Liabilities for wages and salaries, including annual leave expected to be settled within 12 months of the reporting date are
recognised in other payables in respect of employees' services up to the reporting date and are measured at the amounts
expected to be paid when the liabilities are settled.  
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(r) Employee emoluments and benefits - continued

(ii) Superannuation

(ii) Bonus plans

(s) Provisions 

(t) Dividends

(u) Finance income and finance costs

(v) Revenue recognition

(i) Electricity Income

(iii) Sale of goods and provision of services

Provisions are recognised when there is a present legal or constructive obligation as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation and the amount has been reliably estimated. Provisions are not
recognised for future operating losses.

Contributions are paid to the Company's Retirement Fund Scheme on behalf of employees to secure retirement benefits. Costs
are included in profit or loss.

The Company and the Group pays bonuses to employees based on performance of the Company and the Group and
achievement of individual objectives by the employees as per employment contracts. A provision is recognised when there is
contractually obligation or where there is a past practice that has created a constructive obligation for bonuses to be paid.

Provision is made for the amount of any dividend declared, determined by the directors on or before the end of the financial year
but not distributed at reporting date.

Revenue comprises the fair value of the services rendered. The Group recognises revenue when the amount of revenue can be
reliably measured, it is probable that future economic benefits will flow to the entity and when specific criteria have been met for
each of the Group’s activities as described below. The amount of revenue is not considered to be reliably measurable until all
contingencies relating to the sale have been resolved. Revenue is shown net of consumption tax.

Revenue from the supply of electricity is recognised on an accrual basis upon consumption of electricity by the customers.

Revenue in respect of sale of goods is recognised when the significant risks and rewards of the ownership have been transferred
to the customer, which is upon delivery or installation.

Finance income comprises interest income on short - term bank deposits and changes in the fair value of financial assets at fair
value through profit or loss. Interest income is recognised as it accrues in profit or loss, using the effective interest method.

Finance costs comprise interest expense on borrowings and changes in the fair value of financial liabilities at fair value through
profit or loss. Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset
are recognised in profit or loss using the effective interest method. 

Foreign currency gains and losses are reported on a net basis.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – continued

(w) Deferred income 

(x) Accounting estimates and assumptions

(y) Comparative figures

3 Fair value 

The preparation of the financial statements in conformity with IFRSs 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.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimates are revised and in any future periods affected.

In particular significant areas of estimation uncertainty and critical judgments relate to impairment provisions for trade receivables,
inventories, property, plant and equipment.

Property, plant and equipment acquired with the aid of specific grants are capitalised and depreciated in accordance with Note
2(e), with the related grant being credited to the Deferred income as a liability and released to profit or loss over the expected
useful economic life of the related property, plant and equipment. 

“Fair value” is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date in the principal or, in its absence, the most advantageous market to which the Group
has access at that date

When available, the Group measures the fair value of an instrument using the quoted price in an active market for that instrument.
A market is regarded as active if transactions for the asset or liability take place with sufficient frequency and volume to provide
pricing information on an ongoing basis. 

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise the use of relevant
observable inputs and minimise the use of unobservable inputs. The chosen valuation technique incorporates all of the factors
that market participants would take into account in pricing a transaction 

The company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs and minimising the use of relevant observable inputs and
maximising the use of unobservable inputs. 

The different levels have been defined as follows:
• Level 1 fair value measurement are those instruments valued based on quoted prices (unadjusted)in active markets for identical
assets and liabilities.
• Level 2 fair value measurements are those instruments valued based on inputs other than quoted prices included in Level 1 that
are observable for the asset or liability, either directly(i.e  as prices) or  indirectly (i.e derived from prices).
• Level 3 fair value measurements are those instruments valued based on inputs for the asset or liability that are not based on
observable market data (unobservable) inputs.

Where necessary comparative figures have been adjusted to conform to changes in the current year presentation.
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3 Fair value - continued 

Carrying  amount
Level 1 Level 2 Level 3

Group
30 June 2017 $ $ $ $
Financial assets not measured at fair value
Held to maturity- Government bonds 1,700,000                                  -                1,777,247     -                    

Financial liabilities not measured at fair value
Borrowings 27,305,943                                 -                20,285,393 -                    

Group
30 June 2016
Financial assets not measured at fair value
Held to maturity- Government bonds 1,700,000                                  -                1,836,924     -                    

Financial liabilities not measured at fair value
Borrowings 23,128,905                                 -                15,795,251 -                    

Company
30 June 2017
Financial assets not measured at fair value
Held to maturity- Government bonds 1,700,000                                  -                1,777,247     -                    

Financial liabilities not measured at fair value
Borrowings 26,580,944                                 -                20,285,393 -                    

Company
30 June 2016
Financial assets not measured at fair value
Held to maturity- Government bonds 1,700,000                                  -                1,836,924     -                    

Financial liabilities not measured at fair value
Borrowings 23,128,905                                 -                15,795,251 -                    

Type Valuation technique 

Significant 
unobservable 
inputs

Government bonds Market comparison - The fair 
value of the long term investment 
securities is based on market 
prices published by the National 
Reserve Bank of Tonga.

Not applicable

Borrowings Market comparison  - The fair 
value of the borrowings is based 
on market interest rates. Similar 
loans are traded in an active 
market.

Not applicable

Fair value 

The following table analyses the financial instruments measured at fair value at the reporting date by level in the fair value
hierarchy into which the fair value measurement is categorised. It does not include fair value information for financial assets and
financial liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair value. 

Inter-relationship between 
significant unobservable inputs 
and fair value measurement 
Not applicable

Not applicable
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4 FINANCIAL RISK MANAGEMENT

(a) Market risk

(i) Foreign exchange 

(ii)  Political climate

(iii) Cash flow interest rate risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect the Group’s
income or the value of its holdings of financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimising the return.

Fair value interest rate risk arises from the potential for a change in interest rates to cause a fluctuation in the fair value of
financial instruments. The objective is to manage the interest rate risk to achieve stable and sustainable net interest earnings in
the long term. In managing this risk, the Group seeks to achieve a balance between reducing risk to earnings and market value
from adverse interest rate movements, and enhancing net interest income through correct anticipation of the direction and extent
of interest rate changes.

The Group operates in Tonga and changes to governments and the policies they implement affect the economic situation and
ultimately the revenues of the Group. To address this, the Group reviews its pricing and service ranges regularly and responds
appropriately.

As the Group’s interest bearing assets are small relative to its operations, its cash flows are substantially independent of changes
in market interest rates as they are at fixed rates.

The Group's interest bearing borrowings are in the form of long-term borrowing. The interest bearing borrowing is at a fixed
interest rate.

Given the fixed nature of interest rates described above, the Group has a high level of certainty over the impact on cash flows
arising from interest income and expenses.

To determine the Group's sensitivity to foreign exchange risk, an implied volatility in exchange rates is calculated based on the
maximum variation of month end spot rates from the average exchange rate in the year.

At 30 June 2017, the strengthening/weakening by 1% of the Pa'anga against the NZD and USD with all other variables held
constant is expected to have minimal impact on the net profit and equity balances currently reflected in the Company and the
Group’s financial statements. Minimal asset and liability balances are maintained in overseas currencies, hence, there has been
little sensitivity to movements in the NZD and USD.

The Company and Group’s activities expose them to a variety of financial risks: market risk (including currency risk and interest
rate risk), credit risk and liquidity risk. The Group’s overall risk management program focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on financial performance.

Risk management is carried out by finance executives and management of controlled entities of the Group. Management and
finance executives identify and evaluate financial risks in close co-operation with the Group’s operating units. The Board provides
direction for overall risk management covering specific areas, such as mitigating foreign exchange, interest rate, and credit risks,
and investment of excess liquidity.

Foreign exchange risk arises from recognised assets and liabilities that are denominated in a currency that is not the Group’s
functional currency. The Group is exposed to foreign exchange risk arising from various currency exposures, primarily with respect
to the New Zealand (NZD) and American (USD) dollar. As a measure, prompt settlement of liabilities (and assets if necessary) is
exercised by management to minimise the exposure to foreign exchange losses. As an additional measure, the Group negotiates
competitive rates with its bankers to minimise losses and maximise gains when receipts and payments become due.
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4 FINANCIAL RISK MANAGEMENT- continued

(b) Credit risk

2017 2016 2017 2016
$ $ $ $

Neither past due not impaired                                     1,138,964        1,173,320        1,139,327               928,635 
Past due 31-90 days                                        223,404           192,500           231,097               176,547 
Past due 91 days plus                                        119,310             36,721             49,486                 10,582 

                                    1,481,678        1,402,541        1,419,910            1,115,764 

2017 2016 2017 2016
$ $ $ $

0 - 30 days 1,218,586                                  1,289,301     1,218,949     1,033,346          
31 - 60 days 209,671                                     174,217        224,324        165,813             
61 - 90 days 35,480                                       28,785          28,520          21,690               
Over 90 days 149,785                                     87,610          59,434          12,246               

1,613,522$                                 1,579,913$ 1,531,227$ 1,233,095$        

(c) Liquidity risk

Consolidated Company

Credit risk is the risk of financial loss to the Group if a customer or a counter party to a financial instrument fails to meet its
contractual obligations and arises principally from the Group's receivables from customers.

The Group has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit risk on financial
assets is minimised by dealing with recognised monetary institutions with accepted credit ratings.

The Group has no significant concentrations of credit risk. The Group has policies in place to ensure that sales of products and
services are made to customers with an appropriate credit history. The Group does not have any policies that limit the amount of
credit exposure to any one customer or group of customers.

The carrying amount of financial assets represents the maximum credit exposure.

At 30 June 2017 and 2016, the ageing of trade and other receivables that were not impaired was as follows:

Consolidated Company

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial liabilities that
are settled by delivering cash or another financial assets. Prudent liquidity risk management implies maintaining sufficient cash
and the availability of funding through an adequate amount of committed credit facilities. The Group's approach to managing
liquidity is to ensure, as far as possible, that it will have sufficient liquidity and the availability of funding through committed credit
facilities to meet its liabilities when they are due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Group's reputation.

The table below summarises the ageing of trade receivables of the Company and the Group as at 30 June and are stated gross of
any impairment provision.
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4 FINANCIAL RISK MANAGEMENT - continued

(c) Liquidity risk - continued

Consolidated
Less than 1 

year
($)

Between 1 
and 2 years 

($)

Between 2 
and 5 years 

($)

Greater than 5 
years

($)

Contractual 
Outflows

($)

Carrying 
amount 

($)
At 30 June 2017
Non-derivative financial liabilities
Borrowings 3,800,217   4,377,692 12,993,437  10,253,119    31,424,465 27,305,943   
Trade and other payables 7,496,154   -            -               -                 7,496,154   7,496,154     

11,296,371 4,377,692 12,993,437  10,253,119    38,920,619 34,802,098   

At 30 June 2016
Non-derivative financial liabilities
Borrowings 2,864,565   3,977,441 15,582,868  6,142,614      38,687,543 23,128,906   
Trade and other payables 6,114,673   -            -               -                 6,114,673   6,114,673     

8,979,238   3,977,441 15,582,868  6,142,614      44,802,216 29,243,579   

Company
At 30 June 2017
Non-derivative financial liabilities
Borrowings 3,800,217   4,377,692 12,993,437  10,253,119    31,424,465 26,580,944   
Trade and other payables 7,590,394   -            -               -                 7,590,394   7,590,394     

11,390,611 4,377,692 12,993,437  10,253,119    39,014,859 34,171,339   

At 30 June 2016
Non-derivative financial liabilities
Borrowings 2,864,565   3,977,441 15,582,868  6,142,614      28,567,488 23,128,905   
Trade and other payables 5,472,733   -            -               -                 5,472,733   5,472,733     

8,337,298   3,977,441 15,582,868  6,142,614      44,160,276 28,601,638   

The following are the remaining contractual maturities of financial liabilities at the reporting date. The amounts are gross and 
undiscounted, and include estimated interest payments.
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4 FINANCIAL RISK MANAGEMENT - continued

(d) Capital risk management

The gearing ratio of the Company and the Group as at 30 June 2017 and 2016 is as follows:

2017 2016 2017 2016
$ $ $ $

Total borrowings (note 19) 27,305,943 23,128,905 26,580,944 23,128,905
Less: cash and cash equivalents (note 11) (4,209,611) (3,828,011) (3,739,881) (3,499,283)
Net debt 23,096,333 19,300,894 22,841,064 19,629,622
Total equity 60,143,639 58,441,337 60,005,464 58,247,882

Total capital 83,239,971 77,742,231 82,846,528 77,877,501

Gearing Ratio 27.75% 24.83% 27.57% 25.21%

Consolidated Company

The Group’s objectives when obtaining and managing capital are to safeguard the Group’s ability to continue as a 
going concern and provide shareholders with a consistent level of returns. 

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total 
capital. Net debt is calculated as total borrowings (including ‘current and non-current borrowings’ as shown in the 
statement of financial position) less cash and cash equivalents. Total capital is calculated as ‘equity’, as shown in the 
statement of financial position, plus net debt.
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2017 2016 2017 2016
      $       $       $       $

5 REVENUE
Regulated Revenue
Fuel 20,026,750 17,700,278 20,047,564 17,714,656
Non-fuel 25,562,302 23,207,468 25,562,303 23,207,467
Gas 6,902,492 6,025,498 - -

52,491,545 46,933,244 45,609,867 40,922,123
Non -regulated Revenue
Fees 853,629 947,957 853,629 947,957
Customer reconnections/disconnections 260,460 274,182 260,460 274,182
Upgrade and repairs 1,732,604 1,229,394 1,732,602 1,229,395

2,846,692 2,451,533 2,846,691 2,451,534

55,338,236$ 49,384,777$ 48,456,558$ 43,373,657$

6 OTHER INCOME
Release of deferred income 1,852,867 1,852,867 1,852,867 1,852,867
Gain on sale of property, plant and equipment - 24,700 - 24,700
Dividend income - - - 230,000
Sundry income 1,055,766 360,611 1,007,128 317,523

2,908,633$ 2,238,178$ 2,859,995$ 2,425,090$

7 NET FINANCE COSTS
Interest income 87,646 66,436 86,694 65,971
Net foreign exchange gain 27,267 143,080 27,267 143,080
Finance income 114,913 209,516 113,961 209,051

Interest expense - borrowing fees and charges (1,114,310) (919,755) (1,080,962) (915,032)
Ineffectiveness of derivative financial instruments (205,548) (72,023) (203,156) (72,023)
Net foreign exchange loss (2,811) (36,752) (2,811) (39,879)
Finance cost (1,322,669) (1,028,530) (1,286,929) (1,026,934)

Net finance costs (1,207,756)$ (819,014)$ (1,172,968)$ (817,883)$

8 PERSONNEL EXPENSES
Key management personnel (note 25(d)) 1,794,630 2,409,717 1,676,863 2,356,175
Staff salaries 4,457,952 2,674,981 3,706,572 2,414,291
Superannuation 309,926 243,392 301,278 226,415

6,562,508$ 5,328,090$ 5,684,713$ 4,996,881$

Consolidated Company
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2017 2016 2017 2016
      $       $       $            $

9 PROFIT BEFORE INCOME TAX
Profit before income tax has been 
determined after charging as expenses: 7,659,444$ 7,449,772$ 7,758,886$ 7,325,860$

(a) Cost of sales
Fuel cost 19,197,112 15,347,482 19,197,112 15,347,482
Gas cost 4,840,883 4,205,461 - -
Salaries & wages 3,239,857 2,951,577 3,239,857 2,951,577
Superannuation contribution 205,913 170,365 205,913 170,365
Third party costs 2,151,093 2,231,735 2,151,093 2,231,735
Maintenance costs 1,350,308 2,819,972 1,350,309 2,663,239
Supplies & consumables 318,306 238,924 318,306 238,924
Rent/ lease expenses 219,232 242,568 219,232 242,568
Other repairs 105,439 168,780 105,439 168,780
Depreciation of generation equipment 1,246,352 1,181,301 1,246,382 1,181,301
Other expenses 921,676 890,504 921,679 1,047,237

33,796,171$ 30,448,669$ 28,955,322$ 26,243,208$
(b) Selling and distribution expenses
Media announcements 111,877 88,324 65,321 56,433
Loss on disposal 235,769 - 235,769 -
Repairs and maintenance 24,555 9,651 - -
Depreciation of the distribution network 4,999,585 4,839,702 4,999,588 4,839,702

5,371,786$ 4,937,677$ 5,300,678$ 4,896,135$
(c) Administrative and other expenses
Auditor's remuneration - audit services 54,900 51,150 36,000 36,000
Bad and doubtful debts expense 39,083 179,746 61,150 155,841
Bank charges 147,429 94,750 134,946 94,750
Depreciation of property, plant & equipment 1,297,714 1,107,935 942,632 829,730
Amortisation expense of intangible assets 155,432 109,125 154,549 108,242
Electricity Commission fees 493,132 528,432 493,132 528,432
Insurance 1,117,602 985,298 1,033,454 873,317
Directors' emoluments (Note 25) 217,334 253,266 90,354 189,588
Legal and professional fees 537,224 457,325 485,315 436,916
Recruitment costs - 32,284 - 32,284
Repairs and maintenance 153,633 110,616 95,633 48,498
Salaries and wages 3,012,725 2,358,918 2,143,578 1,818,889
Superannuation contribution 104,013 73,027 95,365 56,050
Other expenses 2,881,491 1,625,951 2,362,592 1,307,124

10,211,712$ 7,967,823$ 8,128,700$ 6,515,661$

Consolidated Company
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2017 2016 2017 2016
      $       $       $            $

10 INCOME TAX
(a) Income tax expense
Current tax expense 2,197,106 914,797 2,231,496 865,569
Deferred tax expense (303,155) 1,030,062 (291,772) 965,896
(Over)/under provision in prior years 294,929 - 293,320 -
Income tax expense 2,188,880$ 1,944,859$ 2,233,044$ 1,831,465$

Reconciliation of income tax
Net profit before income tax 7,659,444 7,449,772 7,758,886 7,325,860
Prima facie income tax expense on 
operating profit at 25% (2016: 25%) 1,878,723 1,862,444 1,939,722 1,831,465
Permanent difference 16,835 - - -
Over/(under) provision in prior years 293,322 82,415 293,322 -
Income tax (benefit)/ expense 2,188,880$ 1,944,859$ 2,233,044$ 1,831,465$

(b) Current tax liability/(asset)
Balance at the beginning of the year 884,125 189,425 865,569 136,190
Income tax paid (954,160) (220,097) (865,569) (136,190)
Income tax (benefit)/expense 2,197,106 914,797 2,231,496 865,569
Over/(under) provision in prior years 294,929 - 293,322 -
Balance at the end of the year 2,422,000$ 884,125$ 2,524,818$ 865,569$

(c) Deferred tax liability
Property, plant and equipment (7,510,813) (7,653,367) (7,392,843) (7,595,876)
Asset revaluation reserve (422,885) (422,885) (422,885) (422,885)
Intangible assets (32,516) (45,446) (32,516) (45,446)
Unrealised exchange losses - (782) - -

(7,966,214)$ (8,122,480)$ (7,848,244)$ (8,064,207)$

(d) Deferred tax asset
Employee entitlements 189,862 113,028 187,489 110,176
Trade receivables 32,961 43,843 27,829 29,333
Tax losses 80,937 - - -

303,760$ 156,871$ 215,318$ 139,509$

11 CASH AND CASH EQUIVALENTS
Cash at bank 4,201,357 3,793,451 3,734,481 3,493,883
Cash on hand 8,254 34,560 5,400 5,400

4,209,611$ 3,828,011$ 3,739,881$ 3,499,283$

Consolidated Company

Financing facilities available to the Group at the end of the financial period consists of an overdraft facility of $3 
million at an interest rate of 9.5% per annum. 
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2017 2016 2017 2016
      $       $       $            $

12 TRADE AND OTHER RECEIVABLES
Trade receivables 1,613,522 1,579,913 1,531,227 1,233,095
Impairment (131,845) (175,372) (111,317) (117,331)
Net trade receivables 1,481,677 1,404,541 1,419,910 1,115,764
Prepayments 1,269,277 1,458,067 1,257,105 1,374,042
Accrued income 3,112,089 2,903,234 3,058,527 2,784,705
Receivable from subsidiaries and WAL 298,059 200,000 838,920 532,894
Other assets 267,263 418,876 267,263 418,672

6,428,365$ 6,384,718$ 6,841,725$ 6,226,077$

Movement in the provision for impairment
    Opening balance 175,732 60,523 117,331 10,853

(Decrease)/Increase in provisions (54,499) 115,209 (6,014) 106,478
Provision write backs 10,612 - - -
Closing balance 131,845$ 175,732$ 111,317$ 117,331$

13 INVENTORIES
Fuel 502,742 592,684 502,742 592,684
Spares 566,371 686,346 566,371 686,346
Gas and gas related products 365,306 177,971 - -

1,434,419$ 1,457,001$ 1,069,113$ 1,279,030$
14 HELD-TO-MATURITY FINANCIAL ASSETS

Current
ANZ Banking Corporation 3,316,509 1,423,496 3,316,509 1,423,496

Non-current
Government bonds 1,700,000 1,700,000 1,700,000 1,700,000

15 INTANGIBLE ASSETS AND GOODWILL
Opening net book amount - at 1 July            187,899                  1,260,461           181,786           290,028 
Transfers from WIP         2,473,819                               -        2,473,819                     -
Amortisation charge           (155,431)                   (109,125)          (154,549)          (108,242)
Closing net book amount         2,506,287                  1,151,336        2,501,056           181,786 

Computer software costs
Cost         3,150,046                     676,227        3,141,210           667,391 
Accumulated Amortisation           (643,759)                   (488,328)          (640,154)          (485,605)
Net Book Amount 2,506,287 187,899 2,501,056 181,786

At reporting date, the Company held term deposits with ANZ Bank which attracted interest rate of 2% per annum
(2016: 2.0% to 2.75% per annum).

Consolidated Company
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2017 2016 2017 2016
      $       $       $            $

15 INTANGIBLE ASSETS AND GOODWILL - continued

Goodwill
Cost            963,437                     963,437                     -                     -
Accumulated Amortisation                      -                               -                     -                     -
Net Book Amount            963,437                     963,437                     -                     -

Intangibles and goodwill 3,469,724 1,151,336 2,501,056 181,786

Type 
Goodwill

The carrying value of the goodwill is in relation to the Company's investment in Tonga Gas Limited (Tonga Gas). The
Board is of the opinion that, after appropriate assessment, no further impairment is considered necessary.

Goodwill has been tested for impairment by management based on fair value less cost of disposal. Fair value for has
been determined based on the EBITDA multiples applied to the equity value of the company as at 30 June 2017 less
estimated cost to sell. The fair value measurement was categorised as a Level 2 fair value based on the inputs to the
valuation techniques used. The carrying amount of the CGU in 2017 was determined to be lower than its recoverable
amount of $1,187,145 (2016: $2,391,945).

Consolidated Company

The following table shows the valuation technique used in measuring the Level 2 fair values,as well as the significant 
unobservable inputs used.

Inter-relationship between 
unobservable inputs and fair 
value measurement

Significant 
unobservable inputs

Valuation 
technique

The estimated fair value would
increase/( decrease) if any of 
the significant unobservable 
inputs were changed.

EBITDA multiples:
3.2 to 4.1

Fair value less 
costs to sell- 
EBIDTA 
multiples 
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Equipm

ent
&

 Fixtures
Equipm

ent
Vehicle

B
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W
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Energy 
$

$
$

$
$

$
$

$
$

$
At 30 June 2015
C

ost or valuation
31,088,813

52,250,138
829,995

175,149
924,253

2,794,420
12,601,743

3,859,895
29,917,824

134,442,230
A

ccum
ulated depreciation

(9,334,884)
(8,522,892)

(572,487)
(108,402)

(548,981)
(1,876,301)

(874,503)
-

(715,276)
(22,553,726)

N
et B

ook Am
ount

21,753,929
43,727,246

257,508
66,747

375,272
918,119

11,727,240
3,859,895

29,202,548
111,888,504

Year Ended 30 June 2016
O

pening net book am
ount

21,753,929
43,727,246

257,508
66,748

375,272
918,120

11,727,240
3,859,895

29,202,548
111,888,506

A
dditions

-
2,016,638

31,925
67,859

134,725
30,268

58,536
7,174,350

19,770
9,534,071

Transfers
1,244,756

1,075,243
-

-
-

566,956
-

(3,298,372)
411,417

-
D

isposals
-

-
-

-
-

-
-

-
-

-
D

epreciation expense
(1,181,300)

(3,594,797)
(98,393)

(32,026)
(114,683)

(385,185)
(199,445)

-
(1,244,904)

(6,850,733)
C

losing net book am
ount

21,817,385
43,224,330

191,040
102,581

395,314
1,130,159

11,586,331
7,735,873

28,388,831
114,571,844

At 30 June 2016
C

ost or valuation
32,333,569

55,342,274
861,920

243,009
1,058,977

3,154,448
12,660,279

7,735,873
30,349,012

143,739,361
A

ccum
ulated depreciation

(10,516,184)
(12,117,944)

(670,880)
(140,428)

(663,663)
(2,024,289)

(1,073,948)
-

(1,960,181)
(29,167,517)

N
et B

ook Am
ount

21,817,385
43,224,330

191,040
102,581

395,314
1,130,159

11,586,331
7,735,873

28,388,831
114,571,844

Year Ended 30 June 2017
O

pening net book am
ount

21,817,385
43,224,330

191,040
102,581

395,314
1,130,159

11,586,331
7,735,873

28,388,830
114,571,843

A
dditions

260,545
2,567,979

75,241
54,006

195,278
257,311

307,177
9,428,532

-
13,146,069

Transfers
-

-
-

-
-

135,153
301,510

(3,366,029)
-

(2,929,366)
D

isposals
-

(235,769)
-

-
-

-
-

-
-

(235,769)
D

epreciation expense
(1,246,382)

(3,751,909)
(93,728)

(40,567)
(137,117)

(470,350)
(200,668)

-
(1,247,679)

(7,188,400)
C

losing net book am
ount

20,831,548
41,804,631

172,553
116,020

453,475
1,052,273

11,994,350
13,798,376

27,141,151
117,364,377

At 30 June 2017
C

ost or valuation
32,594,114

57,618,556
937,161

297,146
1,254,255

3,547,252
13,268,966

13,798,376
30,345,997

153,661,823
A

ccum
ulated depreciation

(11,762,566)
(15,813,925)

(764,608)
(181,126)

(800,780)
(2,494,979)

(1,274,616)
-

(3,204,846)
(36,297,446)

N
et B

ook Am
ount

20,831,548
41,804,631

172,553
116,020

453,475
1,052,273

11,994,350
13,798,376

27,141,151
117,364,377
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TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 30
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

2017 2016 2017 2016
      $       $       $            $

17 TRADE AND OTHER PAYABLES
Trade payables 3,498,997      3,864,259      2,857,930          3,448,320       
Other payables and accruals 3,967,038      2,174,389      3,888,591          1,550,597       
Related party payable 30,119           76,025           843,873             473,816          

7,496,154$    6,114,673$    7,590,394$        5,472,733$     

18 EMPLOYEE ENTITLEMENTS
Annual leave 264,159         202,113         249,957             190,704          
Provision for bonus 480,000         250,000         480,000             250,000          
Provision for gratuity 20,000           -                 20,000               -                      

764,159$       452,113$       749,957$           440,704$        

Annual leave
Provision for 

bonus Annual leave
Provision for 

bonus
Balance at the beginning of the year 452,113         202,113         190,704             250,000          
Additional provisions recognised 50,000           -                     249,957             480,000          
Utilised during the year (24,427)          -                     (190,704)            (250,000)         
Balance at the end of the year 477,687$       202,113$       249,957$           480,000$        

19 BORROWINGS
Current 2,710,353      1,913,699      2,710,353          1,913,699       
Non-current 24,595,591    21,215,206    23,870,591        21,215,206     

Total 27,305,943$  23,128,905$  26,580,944$      23,128,905$   

The loan is secured by:

CompanyConsolidated

- Script lien over 100% shares of Tonga Power Limited over Homegas Limited
- First Registered Mortgage Debenture over all assets and under takings of Tonga Power Limited
- Deed of assignment over Electricity Concession Contract.
- First Registered Mortgage over leasehold property at Popua, Lease no. 8159 plus all improvement thereon.

During the year the Company secured the following:

- First Registered Mortgage Debenture over all assets and undertakings of Homegas Limited
- First Registered Mortgage Debenture over all assets and undertakings of Tongagas Limited

Consolidated Company

- Cross Guarantee between Tonga Power Limited, Homegas Limited and Tongagas Limited
- First registered mortgage over leaseholdland property at Matatoa, Deed Lease Number 8684, plus all improvements
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2017 2016 2017 2016
      $       $       $            $

20 SHARE CAPITAL
(a) Authorised capital
1,031 ordinary shares at $32,768 each 33,783,595$  33,783,595$  33,783,595$      33,783,595$   

(b) Issued and paid-up capital
Ordinary shares of 1,031 (2016: 1,031) at $32,768 
per share, fully paid 33,783,595$  33,783,595$  33,783,595$      33,783,595$   

21 PROVISION FOR DIVIDEND
Balance at 1 July 2,800,000      1,900,000      2,800,000          1,900,000       
Dividends declared :
2017 3,300,000      -                 3,300,000          -                  
2016 468,262         3,130,000      468,262             2,900,000       
Dividends paid (2,378,765)     (2,230,000)     (2,378,765)         (2,000,000)     
Offset against related party receivable (889,497)        -                 (889,497)            -                  

3,300,000      2,800,000$    3,300,000          2,800,000       

22 ASSET REVALUATION RESERVE
Balance at 1 July 11,661,353    12,111,612    11,661,353        12,111,612     
Revaluation of land and buildings - gross -                 -                 -                     -                  
Revaluation of buildings - tax -                 -                 -                     -                  
Disposal of distribution network equipment - gross -                 -                 -                     -                  
Disposal of distribution network equipment - tax -                 -                 -                     -                  
Depreciation of buildings (69,467)          (69,467)          (69,467)              (69,467)           
Depreciation of distribution network equipment (377,366)        (380,792)        (377,366)            (380,792)         

11,214,520$  11,661,353$  11,214,520$      11,661,353$   

23 DEFERRED INCOME - DONATED ASSETS
Balance at 1 July 33,670,700    34,572,669    33,670,700        34,572,669     
Additions during the year -                 1,122,152      -                     1,122,152       
Release of surplus donor funds -                 (171,254)        -                     (171,254)         
Amounts released to other income (1,852,867)     (1,852,867)     (1,852,867)         (1,852,867)     

31,817,833$  33,670,700$  31,817,833$      33,670,700$   

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

During the year, the Company declared a dividend of $3,768,765 (2016: $2,900,000) at the rate of $3,655 (2016: $2,812)
per share.

Revaluation reserve consists of fair value gains or losses arising from the revaluation of the Company's Distribution
Networks and revaluation of the land and buildings. The difference between the depreciation based on the revalued
carrying amount charged to profit or loss, and depreciation based on the asset's original costs for the year was $446,833
(2016: $450,259). This difference was transferred from asset revaluation reserves to retained earnings.

Consolidated Company
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2017 2016 2017 2016
      $       $       $       $

23 DEFERRED INCOME - DONATED ASSETS - continued
Disclosed in the financial statements as follows:
Current 1,852,867      1,852,867      1,852,867          1,852,867       
Non-current 29,964,966    31,817,833    29,964,966        31,817,833     

31,817,833$  33,670,700$  31,817,833$      33,670,700$   

24 INVESTMENT IN SUBSIDIARIES
Homegas Limited -                 -                 512,531             512,531          
Tonga Gas Limited -                 -                 3,157,144          3,157,144       
Investment in controlled entities carried at cost -$               -$               3,669,675$        3,669,675$     

Subsidiary entities 2017 2016
Homegas Limited 100% 100% Tonga Tonga
Tonga Gas Limited 100% 100% Tonga Tonga

25 RELATED PARTIES

(a) Transactions of directors

Mr. Carl Sanft Appointed 1.10.2015 (Chairperson)
Mrs Fuiva Kavaliku Appointed 01.10.2015
Dr Nailasikau Halatuituia Appointed 01.10.2015
Mr Sione Havea Taione Appointed 01.10.2015
Mr 'Aisake Tu'iono Appointed 01.10.2015

2017 2016 2017 2016
      $            $       $            $

Directors' emoluments 181,910$       253,266$       90,354$             189,588$        

(b) Transactions with Government Ministries and other State Owned Enterprises 

Transactions during the year
Sale of electricity 6,651,127      6,868,703      6,651,127          6,868,703       
Purchase of services (2,292,359)     (1,154,051)     (2,292,359)         (1,154,051)     
GPO subsidy 621,235         -                 621,235             -                  
Nemo land and Popua National Park expenses 268,262         -                 268,262             -                  
Dividends paid and netted off (3,268,262)     (2,000,000)     (3,268,262)         (2,000,000)     

Consolidated Company

During the year, the Company entered into various transactions with Government Ministries and State Owned Enterprises.
The aggregate value of major transactions with the related parties during the year is as follows:

The following were directors of the Company at any time during the financial year and up to the date of signing of the
financial statements:

Deferred income consists of grants in relation to capital expenditure projects and fixed assets acquired from donors.

Consolidated Company

Place of 
business 

Ownership interest Place of 
incorporation

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS



FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 
JUNE 2017

TONGA POWER LIMITED AND SUBSIDIARY COMPANIES 33

FOR THE YEAR ENDED 30 JUNE 2017

25 RELATED PARTIES - continued

(b) Transactions with Government Ministries and other State Owned Enterprises - continued

2017 2016 2017 2016
      $            $       $            $

Balances as at year end
Receivable from Government Ministries and State
Owned Enterprises (Note 12) 298,058$       208,520$       298,058$           208,520$        
Payable to Government Ministries and State
Owned Enterprises (Note 17) (92,299)$        (76,025)$        (92,299)$            (76,025)$         
Provision for dividend (3,300,000)$  (2,800,000)$  (3,300,000)$      (2,800,000)$   

(c) Transactions with subsidiaries

Transactions during the year
Sale of electricity -                 -                 20,814               16,711            
Purchase of liquid pertrolum gas -                 -                 -                     927                 
Service fee income -                 -                 6,000                 6,000              
Other expenses 136,005         -                 136,005             -                  

Balances as at year end
Other receivables
Homegas Limited -                 -                 204,052             180,204          
Tonga Gas Limited -                 -                 56,810               2,690              

-                 -                 260,862             182,894          

Dividend receivable
Homegas Limited -                 -                 125,000             150,000          
Tonga Gas Limited -                 -                 155,000             180,000          

-                 -                 280,000             330,000          

Total related party receivable -                 -                 540,862             512,894          

Other payable 
Homegas Limited 813,754             395,101          
Tonga Gas Limited -                     2,690              
Total related party payable -                 -                 813,754             397,791          

(d) Key management compensation

Short term compensation 1,794,630      2,409,717      1,676,863          2,356,175       

Key management personnel are those persons having authority and responsibility for planning, directing, and controlling
the activities of the entity, directly or indirectly, including any director (whether executive or otherwise) of that entity.

In addition to the director, during the year the executives identified as key management personnel, with the greatest
authority and responsibility for planning, directing and controlling the activities of the Group included the Chief Executive
Officer, Risk and Compliance Manager, Power Generation Manager, Network Asset Manager, Manager Distribution
Network, Finance Manager,Project Manager, Administration Manager, General Manager-Operations and the Strategic
Development Manager.
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26 CONTINGENT LIABILITIES

27 COMMITMENTS FOR EXPENDITURE

Operating leases

2017 2016 2017 2016
      $       $       $       $

Payable not later than 1 year 110,627         59,344           87,727               86,037            
Payable later than 1 year but not later than 5 years 437,558         435,746         345,958             344,146          
Payable later than 5 years 3,587,834      3,529,890      2,967,546          2,860,756       

4,136,019      4,024,980      3,401,231          3,290,939       

Amounts recognised in profit or loss
Lease expense 130,412         112,962         91,525               84,362            

Capital commitments 5,833,230      4,000,000      5,833,230          4,000,000       

The Group and Company has prepaid lease expenses $47,262 as at 30 June 2017 (2016: $56,355)

28 EVENTS SUBSEQUENT TO BALANCE DATE

On 4th September 2017, Tonga Power Limited injected $280,000 as capital into the Gas subsdiaries Other than the matter
disclosed above, there has not arisen in the interval between the end of the financial year and the date of this report any
item, transaction or event of a material and unusual nature likely, in the opinion of the directors of the Group, to affect
significantly the operations of the Company and the Group, the results of those operations, or the state of affairs of the
Company and the Group, in subsequent financial years.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

The Group leases various offices and transmission sites under operating leases, with varying terms ranging from monthly,
to multiple years, and subject to varying renewal rights. Total commitments for future lease rentals, which have not been
provided for in the accounts are as follows:

The directors of the Company and the Group are not aware of any contingent liabilities as at 30 June 2017 (2016: $nil).

Consolidated Company
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