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Chairman’s Report
For the Year Ended 31 August 2008

I have much pleasure in presenting the LineTrust South Canterbury 15™ Annual Report.

Once again it has been a very busy year. We have continued with Healthy Homes,
completed the Heat Pump Project, began the EcoSmart Home Project and made an
appointment to the Alpine Energy Board.

The Healthy Homes project has continued with funding from LineTrust South Canterbury
to the value of $959,000, this has now been extended with a further $115,000 allocated.
We indicated last year that the second payment of the special dividend from Alpine
Energy would be retained for projects; from this an additional $170,000 has been
allocated to the Healthy Homes Programme, We have been most appreciative of the
additional funding of $75,000 the District Health Board has put into this project. The
project commenced in April 2005 and as at 31 August this year we have retrofitted 939
homes; in the Waimate District 131 homes, McKenzie District 28 and the Timaru District
780.

In 2008 the new building code relating to insulation was introduced which has meant an
increase in the price of insulation. In order to achieve our goal for the year we have
introduced the payment of $350 towards the additional cost by the beneficiary. To date
this has not caused anybody to reject the offer. Our thanks to Work & Income for their
help in making finance available for those persons unable to contribute the $350.

LineTrust South Canterbury would like to thank the staff of Energy Smart our Project
Managers. Thanks to the Welfare Agencies and other organisations making referrals.

It is the wish of the LineTrust to relinquish the obligations to Healthy Homes at some
time and for this reason we have made a $100,000 loan to the Cosy Homes Charitable
Trust. This should enable them to access other funds that LineTrust South Canterbury
was unable to do.

The Eco Light Bulb project which LineTrust South Canterbury completed last year has
now been finally picked up by the Electricity Commission and promoted NZ wide
through New World Supermarkets and Shell Service Stations, 5 Eco bulbs for $10.

In recent times it has been disappointing that Eco Bulbs have had negative publicity.
Various articles quote “Eco Bulbs” and their manufacturers EnergyMad, they do not
make reference to the EnergyMad website. LineTrust South Canterbury Members at the
start of the project put a lot of work into ensuring we were promoting a high quality
product and I believe this is still the case. With so much publicity about the Eco Bulb the
public believe that any energy saving bulb is an Eco Bulb, There are a large number of
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manufacturers of energy efficient light bulbs and the quality of light output and life of the
bulb varies greatly.

The Heat Pump project was initiated in 2006 with the aim fo stimulate the uptake of
energy cfficient heat pumps as a way of heating the home. There are many heat pumps on
the market but not all efficient. In working with EnergyMad and selected local retailers,
specifications were put out for the most efficient and compatible heat pump. To date the
project has enabled over 950 units to be installed. LineTrust South Canterbury made a
$350 rebate available for the specified heater installed. The project has now been
completed but we are still receiving enquiries if the subsidy is still available.

EcoSmart Homes assessment project is in the beginning stages. LineTrust South
Canterbury’s interest in homes being energy efficient, allocated funds to provide for a free
Energy Audit of 300 homes in South Canterbury. Following the assessment the
householder receives a report on how they could use electricity more efficiently in their
home and is given a range of solutions to work towards at their own pace.

In August LineTrust South Canterbury produced a Newsletter published in the High
Country Herald, in an endeavour to educate the consumers of how the Electricity Industry
in South Canterbury is structured and operates.

There are two directors appointed by LineTrust South Canterbury to the Alpine Board.
Mr Ollie Turner’s term came to an end this year. We thank Ollie for his contribution to
the Alpine Board over the past 9 years.

Recruitment for a Director was carried out by EQI Global. LineTrust South Canterbury
was provided with a short list of 3 candidates of which one was our Chairman Rick
Ramsay. Rick had stood down as Chairman of the Trust at the time of making application
to be considered for a Director of Alpine Energy. The remaining ftrustees were
unanimous in recommending Rick but were very sad to lose our Chairman. The
remaining Trustees would very much like to acknowledge the significant contribution that
Rick has made to LineTrust South Canterbury in moving it into the future. I am sure that
Ricks knowledge and passions for the Electricity Industry will be of great benefit to the
Alpine Board.

Membership of ETNZ continues to be of great benefit. The two conferences held each
year continue to keep trustees up to date on electricity issues, new developments and
lobbying government on needed changes. All trustees have been to one or more
conferences. We take this opportunity to congratulate Janya Lobb on becoming the Chair
of ETNZ and wish her well in this demanding position.

Finances are in good investments with NZ Registered Banks. Thanks to the Trust Deed
we can only deposit in Registered N7 Banks so have not been exposed to the collapse of
some of the finance sector. The Trust has distributed $3,197,540 to consumers from its
net income of $3,568,249,



Following the appointment of Rick Ramsay to Director of Alpine Energy we welcome
Murray Spence from Twizel as the Mackenzie District representative on the Trust.
Murray is already showing great enthusiasm and ideas for the Trust,

I would like to thank fellow trustees Janya Lobb and Charles Vincent for their hard work
with the Heat Pump Project, to Ross Carrick for his help with the Healthy Homes Project,
Charles Vincent and Murray Spence for EcoSmart Homes Project and the newsletters. To
our secretary Tom Simpson for his sound advice and the willing staff of McFarlane
Hornsey Simpson Ltd, our sincere thanks.

Grant Eames
Chairman



LINETRUST SOUTH CANTERBURY

HIGHLIGIITS
FOR THE YEARS ENDED 31 AUGUST

2008 2007 20006 2005 2004
Income 3,689,634 3,739,171 2,922,311 2,799,107 2,787,846
Expenses 121,385 168,341 112,299 114,512 112,477
Net Income 3,568,249 3,570,830 2,810,012 2,684,595 2,675,369
Annual Distribution 3,213,747 2,529,011 2,416,136 2,675,369
Allocation of $3,213,747
Load Group Winter kWh Allocate by Fixed Demand
Low Fixed Charge (Domestic Concession) Fixed Amount 3 59.83
Under 8 XVA (Small Domeslic) Fixed Amount § 59.83
Under 15 kVA (Standard Domestic) Fixed Amount  § 59.83
3 x 60 A (Small Commercial) Fixed Amount §  188.81
Over 15 kVA Assessed & Nameplate Demand Factor 3 6.20
TOU 400 V $ 0.0050  Demand Factor + winter kWh $ 7.95
TOU 400 V Remote $  0.0050  Demand Factor + winter kWh $ 1535
TOU 11 kV <3000kW §  0.0050 Demand Factor + winter kWh $ 4.00
TOU {1 kV <3000kW Remote $  0.005¢  Demand Factor + winter kWh $ 7.80




LINETRUST SOUTH CANTERBURY

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 31 AUGUST 2008

NOTE 2008 2007

INCOME
Dividends Received
Alpine Energy Ltd - :
Ordinary 1 2,680,889 2,727,649
Alpine Energy Litd -
Special t 768,701 820,560

3,449,590 3,554,209
Interest Received
Westpac 2 2,488 2,421
ANZ Bank 2 237,556 182,541

240,044 184,962

TOTAL GROSS INCOME 3,689,634 3,739,111
Trustees Remuneration 54,520 50,940
Trustecs Reimbursements 11,290 9,323
ACC Levy 349 -
Accountancy 6,800 6,469
Advertising 4,853 2,355
Audit Fees i,088 1,688
Bank Charpes 96 146
Conference & Seminar
Expenses 4,713 8,549
Consultancy Fees 9,000 17,061
Distribution Costs 6,351 5,635
Election Expenses - 46,456
Energy Trusts of New
Zealand 1,519 1,519
Interest : Westpac - i8
Meeting Expenses 387 529
Printing Postage &
Stationery 853 856
Secretarial Costs 11,419 9,900
Subscriptions 649 867
Sundry Expenses 1,621 500
Telephone & Tolls 68 13
Insurance 7 5,203 5417
TOTAL EXPENSES 124,385 168,341
NET PROFIT 3,568,249 3,570,830




LINETRUST SOUTH CANTERBURY

STATEMENT OF MOVEMENTS IN EQUITY
FOR THE YEAR ENDED 31 AUGUST 2008

NOTE 2008 2007
Opening Balanee 36,074,100 36,952,500
Revaluation of Investment 3 3,171,600 (878,400)
3,171,600 (878,400)
39,245,700 36,074,100
CLOSING BALANCE 39,245,700 36,074,100




LINETRUST SOUTH CANTERBURY

TRUSTEES INCOME STATEMENT
FOR THE YEAR ENDED 31 AUGUST 2008

NOTE 2008 2007
Opening Balance 4,037,236 3,701,289
Tax Refund Due 5 26,622 68,401
Profit For Year 3,568,249 3,570,830
3,594,871 3,639,231
7,632,107 7,340,520
Distribution to
Consumers 3,197,540 2,539,877
IHouschold Efficient
Lighting Project 1,648 7,911
Healthy Homes Project 92,631 435,610
SCDHB Healthy Homes
Funding (33,750) -
Ecoheater Project 147,111 319,886
EcoSmartHome Project 16,875 -
3,422,055 3,303,284
CLOSING BALANCE 4,210,052 4,037,236




LINETRUST SOUTH CANTERBURY

STATEMENT OF FINANCIAL POSITION
AS AT 31 AUGUST 2008

NOTE 2008 2007
CURRENT ASSETS
Wesipac 7,315 10,027
ANZ ADIS 20,210 -
ANZ : ‘Terin Deposit - 111,378
ANZ : Term Deposit : - 133,952
ANZ ; Term Deposit - 850,755
ANZ : Terin Deposit 1,747,449 §,608,823
ANZ : Tern Deposit - 1,080,000
ANZ : Term Deposit 2,300,493 -
ANZ : Term Deposit
(SCDHB) 34,062 -
Cosy Homes Trust 100,000 -
Tax Refund Due 5 26,624 68,402
4,236,153 4,063,337

INVESTMENTS
Alpine Energy Ltd Shares 3 39,219,600 36,048,000

39,219,600 36,048,000
TOTAL ASSETS 43,455,753 40,111,337




LINETRUST SOUTH CANTERBURY

STATEMENT OF FINANCIAL POSITION
AS AT 31 AUGUST 2008

NOTE 2008 2007
CURRENT LIABILITIES
TRUSTEES INCOME ACCOUNT
As Scheduled 4,210,052 4,037,236
4,210,052 4,037,236

EQUITY
As Per Statement 39,245,700 36,074,100

39,245,700 36,074,100
TOTAL LIABILITIES AND
EQUITY 43,455,752 40,111,336




LINETRUST SOUTH CANTERBURY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 AUGUST 2008

2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Was Provided From:
Dividends Received 3,449,591 3,554,210
Interest Received 240,044 184,962
Tax Refund 68,401 49,890
3,758,036 3,789,062
Cash Was Applied Tos
Other Operating Expenses 121,386 168,342
121,386 168,342
NET CASH INFLOW (OUTFLOW) FROM
OPERATING ACTIVITIES 3,636,650 3,620,720
CASH FLOWS FROM INVESTING ACTIVITIES
Cash Was Applicd To:
Purchase of Investiments 117,306 316,831
Cosy lomes Trust 100,000 -
217,306 316,831
NET CASH INFLOW (OUTFELOW) FROM
EINVESTING ACTIVITIES (217,300) (316,831)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash Was Provided From:
SCHDB Healthy Homes Funding 33,750 .
33,750 -
Cash Was Applied To!
Distribution to Consumers 3,197,540 2,539,877
Household Efficient Lighting
Project 1,648 7911
Healthy Homes Project 92,631 435,610
Ecoheater Project 147,111 319,886
EcoSmartHome Project 16,875 -
3,455,805 3,303,234
NET CASH INFLOW (OUTFLOW) FROM
FINANCING ACTiIVITIES (3,422,055) (3,303,284)
NET INCREASE (DECREASE) IN CASH
HELD @,71) 605
Opening Bank Balance 10,027 9,423
CLOSING BANK BALANCE 7,316 10,028




LINETRUST SOUTH CANTERBURY

STATEMENT OF ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 AUGUST 2008

GENERAL ACCOUNTING POLICIES

Reporting Eniity

The reporting entity is a trust, The financial statements are general purpose financial
statements which have been prepared according 1o generally accepted nccounting practice,
The entity is entitled to use differential reporting exemptions because it is not publicly
accountable, and because of its size. Other than preparing the financial statements
inclusive of GST, the entity has taken advantage of all differential reporting exemptions.
The LineTrust South Canterbury was constituted under a Trust Deed dated 24 June 2002.
Measurement Base

"The measurement base adopted is that of historical cost, unless otherwise stated in a
particular accounting policy.

PARTICULAR ACCOUNTING POLICIES

Accounts Receivable

Accounts recelvable are staled at expected realisable value,

Investinents

Investments have been brought to account at current value and dividend and interest income
is recognised in the statement of financial performance when received.

Goods and Serviees Tax

This trust is not registered for GST purposes. The accounls have all been prepared
inclusive of GST.

CHANGES IN ACCOUNTING POLICIES

There have been no changes in accounting policies, All policies have been applied on bases
consistent with those used in previous years,




LINETRUST SOUTH CANTERBURY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2008

I DIVIDENDS RECEIVED

2008 2007
Gross Dividend $5,148,643 $£5,304,790
Imputation Credit $1,652,292 $1,750,581
Resident Withholding Tax $46,760 nil
Net Dividend Reccived $3,444,591 $3,554,209
2. INTEREST RECEIVED

2008 2007
Gross Interest $338,223 $260,548
Resident Withholding Tax $98,179 $75,586
Net Interest Received $240,044 $184,962

3. INVESTMENTS

Alpine Energy Ltd Shares

16,531,207 fully paid Ordinary $1.00 Shares in Alpine Energy Ltd vested in the Trust in terms

of The Energy Companies (Alpine Energy Lid) Vesting Order 1993, These have been valued at 40%
of total shareholders funds as shown in the 2008 Alpine Encrgy Ltd Apnual Report,

An Independent Valuation as at 30 June 2006 under N Z Equivalents to International Financial

Reporting Standards has indicaled a valuation of $2,86 per share or $47,279,252 {or the
Trust's 40% shareholding in Alpine Energy Lid,

4, RECONCILIATION OF NET PROFIT WITH CASHl FLOWS FROM OPERATING ACTIVITIES

2008 2007
Net Profit as Reported  $3,568,249 $3,570,830
Increase (decrease) in Accounts Payable < $nil $nil
Decrease (increase) in Accounts Receivable $nil $nil
Taxation Refunded (Paid) $68,401 $49,890

Net Cash Flows from Operating Activitics $3,636,650 $3,620,720




LINETRUST SOUTH CANTERBURY

NOTES TO THE ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2008

5, TAXATION

2008 2007
Profit as per Accounts $3,568,249 $3,570,830
Gross Up Interest and Dividends $1,791,231 $1,826,167
Loss Brought Forward From Last Year $nil £(70,434)
Taxable Income $5,365,480 $5,326,562
‘Fax on Income at 33¢ $1,770,608 $1,757,765
Application of Imputation Credits $1,652,292 $1,750,581
Resident Withholding Tax $144,938 $75,585
Taxation Payable (Refundable) $(26,622) $(68,401)
Imputation Credits
Imputation Credits altached to
Dividends Received ' $1,652,292 $1,750,581
Used for Tax on Income $1,652,292 $1,750,581
Balance $nil $nil
Converts to loss carried forward
against future incotme $nil ' $nil

6. CONTINGENT LIABILITIES, CAPITAL EXPENDITURE

"There are no contingent liabilities.

The Trust is commiited to the completion of Healthy Homes Project, The total value of
expenditure committed is $285,000 for the period ending July 2009. This includes $170,400 via
'The Cosy Home Trust. The Trust is also committed to the EcoSmartHomes Project, The total
value of expenditure committed is $365,625 over an 18 month period,

7. TRUSTEES INSURANCE

During the financial period the Trust paid premiums in respect of Trustees and Officers
Liability insurance,

8. RESETTLEMENT OF TRUST

There was a resettlement of the Trust on the 24th of June 2002 wherc the Trust changed its
pame from South Canterbury Power Trust to LineTrust South Canterbury.

9, TRUSTEES STATEMENT

The Trustees confirm they have complied with their obligations under the operating guidelines
for LineTrust South Canterbury.




ALPINE ENERGY LIMITED

2008 STATEMENT OF CORPORATE INTENT

Alpine Energy Limited (the "Company”) is an energy company (as that term is defined
in the Energy Companies Act 1992), The Company’s growth opportunities have been
developed according to the Electricity Industry Reform Act 1998, This statement of
corporate intent sets out the overall intentions and objectives for the Company for the
trading period of 1 April 2008 to 31 March 2009 and the two succeeding financial
years.

() The Objectives of the Company

n Mission

To ensure coniinuing commercial success by:

e Providing safe, efficient, reliable and cost-effective energy delivery that
promotes efficient and sustainable energy use.

o Encouraging the use of and utilising water resources to support the
production and consumption of electricity.

e Providing asset management services,

n Business Plan Goals

- Sharcholders .

To pursue business policies which will maximise the value of the
company in the medium and long term,

- Customers

To provide customers with the safe, efficient, economic and reliable
delivery of energy and services.

- Efficient Use Of Resources

To promote energy efficiency and effective utilisation of resources
under our management,

- Human Resources

To be regarded as a fair and reasonable employer in our region and a
company for whom staff are proud to work.

- Public and Social Responsibility

To be a law abiding and responsible company.
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(b)

(©)

(d)

Nature and Scope of Activities to be Undertaken

The Company's business will primarily be that of quality energy delivery,
water resource utilisation, and infrastructure asset ownership and management.

The Company, through an associate company, NetCon Limited, is also
involved in contracting activitics which support and develop the Business.

Consistent with its objectives the Company will pursue activities designed (o
ensure the efficient utilisation of its capital assets and human resources.

Opportunities for invesiment in activities consistent with its Mission, will be
investipated by the Company,

The Company will consult with its shareholders on any proposed inveslment in

activities other than the safe, efficient, reliable and cost elfective delivery of
energy.

Proprietership Ratio

The ratio of sharcholders' funds to total assets will be maintained at not less
than 50 percent,

Total assets will comprise all the recorded tangible assets of the Company at
their value as defined in the Company's statement of accounting policies.

Consolidated sharcholders' fonds of the Company will comprise the lotal

issued capital, the balance of undistributed profits and all revenue and capital
reserves.

Accounting Policics

The Company's accounting policies will comply with the legal requirements of
the Companies Act 1993 and be consistent with generally accepted accounting
principles. Financial statements will conform to the Financial Reporling
Standards as required by the Financial Reporting Act 1993,

The Company’s clectricity distribution network has been maintained to a
sustainable standard while being depreciated in the financial accounts.

Details of the current accounting policies and their application are contained in
Appendix A.



(¢)

Financial Performance Tarpgets

The Company has developed financial performance targets to be used to

instigate productivity improvemen
these will comprise specific measura

ts in each of the main business units and
ble standards monitored for each unit,

The following performance measures have been established for the Group:

2008/09

2009/10

(i) The ratio of net profit afler tax to sharcholders funds:

Note: A ratio in the range of 7% to 8% is acceptable,

(i) Net Tangible Assets per Share:
$2.40

(iii) Earnings per Share:

(iv) Ordinary Dividend per Share:
18.5 cents

Financial Projections

Revenue

Operating Expenses
Operating Surplus before Tax
Income Tax

Operating Surplus after Tax
Associated Entitics
Net Surplus

Sharcholders’ Funds
Current Assels
Non-current Assets
Total Assets

Current Liabilities
Non-current Liabilitics
Total Liabilities

Net Assets

Customer Capital Contributions

Capital Expenditure

7.5%

25,0 cents

7.5%

$2.50

24.5 cents

18.6 cents
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7.5%

$2.55

24.5 cenls

18.7 cents
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Operating Performance Targets

The Company has developed annual operating performance targets to show
how its qualily of service to customers and consumers is focussed. Apart from
the consequences of extreme weather events, Alpine Energy seeks to be in the
top quartile of New Zealand line companies and its annual operating targets
below are based on this criteria.

(i} Electricity Line Losses < 6% per year

(i) Average Interruption Duration (SAIDI) <90 minutes of interruption p.a.

(iii) Average Interruption Frequency (SAIF]) < 1.5 interruptions per customer

Dividend Distribution Policy

'The Company will, subject to a solvency certificate being signed by Dircctors,
distribute to its Sharcholders either a dividend of 18.5 cents per share or not
less than 90% of consolidated tax paid profit, excluding customer capital
contributions, whichever is the greater.

The Board of Directors of the Company will include within its report on he
operations of the Company (preparcd afler the end of each financial year) a
statement recommending the maximum amount of dividend (if any) payable
by the Company in respect of its equity securities.

Quarterly interim dividends will be paid out on 30 September, 31 December,

31 March and the final dividend on 31 July subject to completion of the
Annual General Meeting,.

Information to be Provided to Shareholders

The Company will provide information which complies with the requirements
of the Companies Act 1993, the Energy Companies Act 1992, and the
Financial Reporting Act 1993, The following information will be available.

Half yearly reports will be delivered to the Company's shareholders within 2
months affer the end of each reporting period. These reports will comprise:

(i) a report from the directors covering the operations for the half yoar
period, including significant activities of the Company in regard to its
associate company investments; and

(i)  financial statements, including a statement of financial position and a
statement of profit and loss.

Annual reports will be delivered to the Company's shareholders within three
months of the end of each financial year and will comprise:

(i) a report from the directors covering the operations for the year,
including significant activities of the Company in regard to its
associate company investments;



@

(i)  audited consolidated financial statements for the financial year in
respect of the Company and its subsidiaries (if any);

(iii)  auditors' report on the financial statements and the performance targets
(together with other measures by which performance of the Company
has been judged in relation to the Company's objectives).

The Company's audited consolidated financial statements will comprise the
following:

* Statement of financial performance
* Statement of financial position

* Statement of cash flows

* Statement of movements of equity
%

Details of all transactions entered into during the financial year by the
Company or any of its subsidiaries and certain other bodies

* Such other statements as may be necessary to fairly reflect the financial
position of the Company and its subsidiaries (if any), the rcsources
available to it or them and the financial results of the operations.

Information for disclosure for the separated line and energy busincsses
preparcd for the purposes of the Electricity (Information Disclosure)
Regulations 1994 will be delivered to the Company’s sharcholders within
three weeks of the information being published in the New Zealand Gazelte.

Draft statements of corporate intent will be delivered to the Company's
shareholders within one month of the end of each financial year.

Shareholders may request further information or reports from the Directors,
and the Company shall supply this information to all Shareholders in such
manner as shall from time to time be agreed between the Company and
Sharcholders.

Procedures for Acquisition of Interests in Other Companices or
Organisations

As a general policy, any proposed investment by the Company in other
companies or organisations will be required to meet the weighted average cost
of capital (WACC) of the investments being considered, which shall reflect the

market cost of debt and the market cost of equity.

All investment proposals will be considered by the Company's Board of
Directors and in respect of any acquisition which has a value greater than 5%
of the value of the total assets of the Company, as disclosed in the statement of
financial position published in the preceding annual report of the Company,
recommendations will be made for shareholders approval.
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(k)

Transaction Details

The following information is disclosed in terms of Section 39(2)(i) of the
Energy Companies Act 1992:-

- Contractual arrangements with the District Councils include:-

* Development, installation and maintenance of communily
lighting facilities,

* Road and Foolpath Sealing:- re-sealing of cable trenches and
restoration of foolpaths etc after underground cabling and new
subdivisions.

*

Negotiation of a contribution towards the overhead line to
underground conversion programme.

All transactions between the Company and its Sharcholder District Councils
will be conducicd on a commercial basis, Charges between the parties made
for services provided as part of the normal trading activities of the Company,
are incorporated into the operating costs and revenues of the Company.

Farther Matters

The Company intends to investigate, consider and if appropriaic, acquire
interests in electricity lines related activitics 1o the extent thal such
opportunities become available to the Company.

The maintenance and development of the total reticulation system of the
Company will be a prime responsibility for the Company and shall be charged
for on a fair and rcasonable basis while acknowledging that some cross
subsidisation among customers may occut.
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APPENDIX A

STATEMENT OF ACCOUNTING POLICIES

Financial statements will be prepared in accordance with Generally Accepted Accounting
Practice in New Zealand, They will comply with the New Zealand Equivalents to
International Financial Reporting Standards (NZ IFRS) and other applicable Financial
Reporting Standards, as appropriate for profit oriented entities.

(a) Basis of preparation

T'he principal accounting policies adopted in the preparation of the financial statements are set
out below. These policies will be consistently applied to all the periods presented, unless
otherwise stated.

Entities reporting

The financial statements for the “Parent” are for Alpine Encrgy Limited as a separate legal
entity.

The consolidated financial statements for the “Group” are for the economic entity comprising
Alpine Energy Limited, and its subsidiary and associates,

The Company and Group arc designated as profit oriented entities for financial reporling
purposes.

Statutory base

Alpine Energy Limited is a company registered under the Companies Act 1993.

The financial statements are prepared in accordance with the requirements of the Financial
Reporting Act 1993 and (he Companies Act 1993,

Functional and presentation currency

The Company's and Group's financial statements are presented in New Zealand dollars, which
is the Company's and Group's functional and presentation currcncy.

Historical cost convention

The financial statements are prepared under the historical cost convention, as modified by the
revaluation of certain assets as identified in specific accounting policies below,

(1) Critical accounting estimates and judgements in applying the entity's accounting
policies

The preparation of financial statements in conformity with NZ IFRS requires management to
make certain critical accounting estimates and judgements that affect the application of
policies and reported amount of assets, liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and other factors that are believed
to be reasonable under the circumstances. These estimates and judgements form the basis for
making judgements about the carrying values of assets and liabilities, where these are not
readily apparent from other sources. Actual results may differ from these estimates.

Estimates and underlying judgments are regularly reviewed, Any changes to estimates are
recognised in the period if the change affects that period, or in future periods if the change
also affects future periods.

(¢) Principles of consolidation

(i) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries
of Alpine Bnergy Limited and the results of all subsidiaries for the year. Alpine Energy
Limited and its subsidiaries together are referred to in financial statements as the Group or the
consolidated entity.
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Subsidiaries are all those entities (including special purpose entities) over which the Group
has the power to govern the financial and operating policies, generally accompanying a
shareholding of more than one half of the voting rights.

The existence and effect of potential voting rights that are currently exercisable or converlible
are considered when assessing whether the Company controls another entity.

Subsidiaries which form part of the Group are consolidated from the date on which control is
transferred fo the Company, They are deconsolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by
the Group. The cost of an acquisition is measured as the fair value of the assets given, equity
instruments issued and Habilities incurred or assumed at the date of exchange, plus cosis
dircctly attributable to the acquisition. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date, irrespective of the extent of any minority interest. The excess of
the cost of acquisition over the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill, If the cost of acquisition is less than the Group’s share of
the fair value of the identifiable net assets of the subsidiary acquired, the difference is
recognised directly in the income statement,

Inter-company transactions, balances and unrealised gains on {ransaclions between subsidiary
companies are eliminated. Unrealised losses are also eliminated unless the transaction
provides evidence of the impairment of the asset transferred, Accounting policies of
subsidiaries will be changed where necessary to ensure consisteney with the policies adopted
by the Group.

(i) Associates

Associates are all entities over which the Group has significant influence but not control,
generally evidenced by holding of between 20% and 50% of the voling rights. Invesiments in
associates are accounted for by the Group by using the equity method of accounting and are
initially recognised at cost.

The Group’s share of ils associates’ post-acquisition profits or losses is recognised in the
income statement, and its share of post-acquisition movements in reserves is recognised in
reserves. The cumulalive post-acquisition movements are adjusted against the carrying
amount of the investment. When the Group’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured receivables, the Group docs not
recognise further losses, unless it has incurred obligations or made payments on behalf of the
associate,

Unrealised gains on transactions between the Group and its associates are climinated to the
extent of the Group’s interest in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred, Accounting
policies of associates will be changed where necessary to ensure consistency with the policies
adopted by the Group.

Associates are accounted for at cost in the Parent financial statements.

(d) Revenue recognition

Revenue comprises the fair value for the sale of goods and services, excluding Goods and
Services Tax, rebates and discounts and after eliminating sales within the Group. Revenue is
recognised as follows:

(i) Sales of goods

Sales of goods are recognised when a Group entity has delivered a product to the customer,
Retail sales are usually in cash or by bank transfer, The recorded revenue is the gross amount
of sale.
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(ii) Sales of services

Sales of services are recognised in the accounting period in which the services are rendered,
by reference to completion of the specific transaction assessed on the basis of the actual
service provided as a proportion of the total services to be provided.

(iti) Interest income

Interest income is recognised on a time proporlion basis using the effective interest method.
When a receivable is impaired, the Group reduces the carrying amount to its recoverable
amount, being the estimated futurc cash flow discounted at original effective interest ratc of
the instrument, and continues unwinding the discount as interest income.

Interest income on impaired loans is recognised using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment loss.

(iv) Construction contracting

Contract revenue and expenses related to individual construction contracts are recognised on
completion of each contract.

(v} Rental income

Rental income is recognised on an accruals basis in accordance with the substance of the
relevant agreements.

(vi) Dividend income

Dividend income is recognised when the right to receive payment is established,

(vii) Grants

Assets constructed for which a government grant is received are recorded net of the grant.
Grants received are recognised in the Income Statement when the requirements under the
grant agreement have been met, Any grants for which the requirements under the grant

agreement have not been completed are carried as liabilities until all the conditions have been
fulfilled.

(e) Capital and operating expenditure

Capital expendilure relates to expenditure incurred in the creation of a new asset and
expenditure incurred on existing reticulation system assels to the exlent the system is
enhanced.

Operating expenditure is that expenditure incurred in maintaining and operating the property,
plant and cquipment and investment propettics of Alpine Energy Limited.

(f) Taxation

Income tax expense in relation to the profit or loss for the period comprises current {ax and
deferred lax.

Current tax is (he amount of income tax payable on the taxable profit from the current year,
plus any adjustments to income tax payable in respect of the prior year, Current tax is
calculated using rates that have been enacted or substantially enacted by balance date.
Deferred income tax is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the
consolidated financial statements. However, the deferred income tax is not accounted for if it
arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in

subsidiaries and associates, except where the timing of the reversal of the temporary
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difference is controlled by the Group and it is probable that the temporary difference will not
reverse in the foreseeable future,

(g) Goods and Services Tax (GST) ‘
The Income Statement is prepared so that all components are stated exclusive of GST. All
items in the statement of financial position are stated net of GST, with the exception of
reccivables and payables, which include GST invoiced.

() Leases

(i) The Group is the lessee

Leases in which a significant portion of the risks and rewards of ownesship 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 the income statement on a straight-line
basis over the period of the lease,

(ii) The Group is the lessor

Assels leased to third parties under operating leases are included in property, plant and
equipment in the balance sheet. They are depreciated over their expected useful lives on a
basis consistent with similar owned property, plant and equipment. Rental income (net of any
incentives given to lessees) is recognised on a straight-line basis over the lease term.

(i) Impairment of non financial assets

Assels are reviewed for impairment whencver events or changes in circumstances indicate
that the carrying amount may not be recoverable, Intangible assets that have an indefinite
uselul life including goodwill, are not subject to amortization and are tested annually for
impairment irrespective of whether any circumstances identifying a possible impairment have
been identified. 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 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).

(i) Cash and eash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial
institutions, other short-term, highly liquid investments with original malurities of three
months or less that are readily convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value, and bank overdrafts, Bank overdrafls are shown
within borrowings in current liabilities on the balance sheet.

(k) Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at
amortised cost, less provision for doubtful debts.

Collectability of trade receivables is reviewed on an ongoing basis. Debts which are known to
be uncollectible are written off. A provision for doubtful receivables is established when there
is objective evidence that the Group will not be able to collect all amounts due according to
the original terms of receivables. The amount of the provision is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at
the effective interest rate. The amount of the provision is recognised in the income statement,
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(1) Investments and other financial assets

The Group classifics its investments in the following categories: financial assets at fair value
through profit or loss, loans and receivables, held to maturity investments and available for
sale financial asscts. The classification depends on the purpose for which the investments
were acquired, Management determines the classification of its investments at the initial
recognition and re-evaluates this designation at every reporting date.

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

This category has two sub categories: financial assets held for trading, and those designated at
fair value through profit or loss at inception. A financial asset is classified in this category if
acquired principally for the purpose of selling in the short term or if so designaied by
management. Derivatives are also categorised as held for trading unless they are designated as
hedges, Assets in (his category arc classified as current assels if they are either held for
trading or are expected to be realised within 12 months of the balance sheet date.

(ii) Loans and receivables

Loans and receivables are non derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They arise when the Group provides money, goods or
services directly to a debtor with no intention of selling the receivable. They are included in
current assets, except for those with maturities greater than 12 months after the balance sheet
date which are classified as non-current assets.

(iti) Held to maturity invesiments

Held to maturity investments are non-detivative financial assets with fixed or determinable
payments and fixed maturities that the Group’s management has the positive intention and
ability to hold to maturity.

(iv) Available for sale financial assels

Available for sale financial assets are non derivatives that are cither designated in this
category or not classified in any other the other categories. They are included in non current
assets unless management intends to dispose of the investment within 12 months of the
balance sheet date,

The Group assesses at each balance sheet date whether there is objective evidence thal a
financial asset of a group of financial assets is impaired. In the case of equity sceurifies
classified as available for sale, a significant or prolonged decline in the fair value of the
securily below its cost is considered in determining whether the securilies are impaired. If any
such evidence exists for available for sale financial assets, the cumulative loss - measured as
the difference belween the acquisition cost and the current fair value, less any impairment
loss on that financial asset previously recognized in profit or loss — is removed from equily
and recognised in the income statement. Impairment losses recognised in the income
statement on equity instruments are not reversed through the income statement.

(m) Investment propertics

The injtial cost of investment properties is the value of the consideration given to acquire the
assets plus the value of other directly attributable costs which have been incurred in bringing
the assets to the location and condition necessary for their intended service. Investment
properties are revalued annually, using the fair value approach, by an independent registered
valuer who has a working knowledge of the location and category of the investment property.

Fair value gains and losses and recognised in the Income Statement,
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(n) Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation and impairment,
Historical cost includes expenditure that is directly attributable to the acquisition of the items.
Subsequent costs arc included in the asset’s carrying amount or recognised as a scparale asset,
as appropriate, only when it is probable that future economic benelits associated with the item
will flow to the Group and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to the income statement during the financial period in which they
are incurred. :

Land is not depreciated. Depreciation of property, plant and equipment is calculated using
diminishing value income tax rates so as to expense the cost of the assets over their useful
lives, The rates are as follows:

e Buildings 1% -2.5%
e Plant and Equipment 7.5% - 50%
» Motor vehicles 15% - 26%

Reticulation system 1.4% - 10%

‘Ihe assets’ residual value and useful lives are reviewed and adjusted if appropriate at each
balance sheet date.

Capital work in progress is not depreciated until commissioned.

An asset’s carrying amount is written down immediately to its recoverable amount if the
assel’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement.

(0) Non-current asscts held for sale

An asset is classified as held for sale if its carrying amount will be recovered principally
through a sale transaction rather than continuing use. On classification as ‘Held for Sale’, non
current assets and disposal groups are recognised at the lower of carrying amount and fair
value less costs to sell. Impairment losses on initial classification as ‘Held for Sale’ are
included in the income slalement,

(p) Intangible assets

Software cosls

Software costs have a finite useful life. Software costs are capitalised and written off over the
useful economic life of 2 to 5 years.

Cosls associated with developing or maintaining computer software programs are recognised
as an expense as incurred. Costs that are directly associated with the production of
identifiable and unique software products controlled by the Group, and that will probably
generate economic benefits exceeding costs beyond one year, are recognised as intangible
assets.

Direct costs include the costs of software development employees and an appropriate portion
of relevant overheads.

Easements

Assets sited on easements will normally be renewed at the end of their economic life in the

same location that they are currently housed. On this basis the easement itsel{ has an infinite
life. Easements are recorded at cost and are tested annually for any sign of impairment,
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(q) Trade and other payables
These amounts represent Habilitics for goods and services provided to the Group prior to the

end of financial year which are unpaid. The amounts are unsecured and are usually paid
within 30 days of recognition,

(r) Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings
are subsequently measured at amortised cost. Any difference between the proceeds (net of
transaction costs) and the redemption amount is recognised in the income statement 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 scttlement of the lability for at least 12 months after the balance sheet date.

(s) Share Capital
Ordinary shares are classified as equity,

Incremental costs directly atiributable to the issue of new shares are shown in equily as a
deduction, net of tax, from the proceeds.

(t) Provisions

Provisions for legal claims, service warranties and rental obligations arc recognised when the
Group has a present legal or constructive obligation as a result of past events; it is more likely
than not that an outflow of resources will be required to settle the obligation; and the amount
has been reliably estimated. Provisions are not recognised for fulure operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be
required in scitlement is determined by considering the class of obligations as a whole. A
provision is recognised even if the likelihood of an outflow with respect to any one item
included in the same class of obligations may be small.

(v) Employee benefits

Liabilities for wapes and salaries, including non-monetary benefits, annual leave, and
accumulating sick leave expecled to be setiled within 12 months of the reporting date are
recogniscd in other payables in respect of employces’ services up 1o the reporting date and are
measured at the amounts expected (o be paid when (he liabilities are scitled. Liabilities for
nonaccumulating sick leave are recognised when the leave is taken and measured at the rates
paid or payable,

The liability for employee entitlements is carried at the present value of the estimated future
cash flows.

(v) Dividends

Provision is made for the amount of any dividend declared on or before the end of the
financial year but not distributed at balance date.

Dividend distribution to the Company shareholders is recognised as a liability in the
Company’s and Group’s financial statements in the period in which the dividends are
approved by the Company’s sharcholders,

(w) New standards and interpretations not yet adopted

The Company only adopts new accounting standards once they have been issued and are
effective.
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MARTIN

- WAKEFIELD

TIMARU, NZ

AUDIT REPORT
To the Readers of the financial report of the LineTrust South Canterbury:

We have audited the financial report on pages 5 to 14. The financial report provides information
about the past financial performance of the Trust and its financial position as at 31 August 2008.
The information Is stated in accordance with the accounting policies set out on page 12.

Board of Trustees Responsibilities

The Board of Trustees are responsible for the preparation of a financial report which gives a true and
fair view of the financial position of the Trust as at 31 August 2008 and of the results of operations
for the 12 months ended 31 August 2008.

Auditors’ Responsibilities
It is our responsibility to express an independent opinion on the financial report presented by the
Board of Trustees and report our opinion to you.

Basis of Opinlon
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the
financial report. It also includes assessing:

* the significant estimates and judgements made by the Board of Trustees in the preparation of
the financial report, and

* whether the accounting policies are appropriate to the Trust circumstances, consistently
applied and adequately disclosed.

We conducted our audit in accordance with generally accepted auditing standards New Zealand.
We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial report is free from material misstatements, whether caused by fraud or error. in
forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial report.

Other than in our capacity as auditors we have no relationship with or interest in the Trust.
Unqualified Opinion

We have obtained all the information and explanations we have required.

In our opinion:

* proper accounting records have been kept by the Trust as far as appears from our
examination of those records: and

* the financial report on pages 5 to 14.
- complies with generally accepted accounting practice;
- gives a true and fair view of the financial position of the Trust as at 31 August 2008 and the
resuits of its operations for the 12 months ended on that date.

Qur audit was completed on 9 October 2008 and our unqualified opinion is expressed as at that
date.

Auditors " ’ZFL Mw/z;//mf

Address (city): TIMARU




