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Chairman’s Address – Annual Meeting 25 July 2014 

WELCOME 

I would now like to introduce my fellow directors to you.  All have significant relevant experience, qualifications 

and skills.  The focus of your board is on understanding and looking after the risks inherent in our business, and 

also positioning for the major decisions we see coming up.  By decisions coming up, I do not just mean dealing 

with our current business – I mean a lot more than that – I mean being able to contribute to strategy and support 

and encourage management to pursue opportunity.   Our focus is on value and in our industry that means good 

positioning for the medium to long term.   

If you look across the Director team you will see experience in major engineering projects, experience in the 

evolution of water markets and irrigation economics, experience in IT and in customer facing systems in both 

banking and telecoms, and you will also see quite deep electricity sector experience.      

First, I would like to introduce Mr Richard Aitken. 

• Richard is Executive Chairman of the Beca Group.   

• Richard holds an Engineering Honours degree and a Masters of Engineering Science degree from 

Sydney University.  Richard has extensive engineering project management experience in major power 

and water infrastructure projects.  

• He also has a lot of experience in contractual matters pertaining to these major projects.  

Next to Richard is Marko Bogoievski. 

 Marko is a Chartered Accountant and holds an MBA from Harvard University. 

 Marko is Chief Executive of Infratil Limited  

Next is Michael Cooney who will no doubt be familiar to many of you. 

 Michael is Chairman and a Trustee of the Tauranga Energy Consumer Trust.   

 Michael holds a law degree and is a consultant to the local law firm Cooney, Lees and Morgan, and 

previously he was a longstanding partner of the firm. 

Next is Mr Sam Knowles 

 Sam has considerable experience in the banking and insurance industry specialising in areas including 

strategic planning, retail services, marketing and business development. Sam was previously Chief 

Executive of Kiwibank and is now a professional director. 

Next to Sam is Mr Geoff Swier. 

 Geoff holds a Masters of Commerce degree.  He has over 25 years’ experience in micro economic 

 reform in Australia and New Zealand focusing on the establishment of competitive energy markets and 

 privatisation as well as the development of water industries in Australasia and Asia. 

 Geoff was previously an associate member of the Australian Competition and Consumer Commission 

and a member of the Australian Energy Regulator. 
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I would also like to introduce your Chief Executive, Vince Hawksworth and your Chief Financial Officer Robert 

Farron and also offer a welcome to the Trustpower senior management team, most of who are with us today. 

We will hear more from Vince shortly.  

Now to return to the more formal business of reviewing the 2014 financial year and recent activity. 

Trustpower has continued to make good progress on its growth agenda over the 2014 financial year.  The 

construction of the 270MW Snowtown Stage 2 Wind Farm in South Australia is close to completion and ahead 

of plan.   

Also in Australia, TPW has now settled the $72m.2 purchase of the assets of Green State Power with 3 hydro 

power schemes with an aggregate capacity of 92.5MW and two wind farms with an aggregate capacity of 14.1 

MW.  All of these assets are located in New South Wales.  Trustpower is pleased with the purchase price and 

believes that the assets will perform well within the Group’s existing renewable energy portfolio and that it is well 

experienced in the operation and maintenance of the type of assets being purchased.    

Trustpower expects that in an average year the hydro and wind assets will produce around 270 GWh and 

contribute $8.5 million EBITDAF in the first full year of Trustpower ownership. 

Earlier in the 2014FY, Trustpower acquired the electricity and gas customers of Energy Direct NZ Limited 

(EDNZ) enabling an entry in to gas trading and retailing.   

The Company has undertaken a major rebranding exercise and completed a number of important systems 

enhancements to support its multi-product growth strategy and is now actively acquiring customers across New 

Zealand.  TWP has a differentiated and competitive offering and believes it can add value with some investment 

to grow its retail business.   

 

FINANCIAL PERFORMANCE 

Trustpower’s consolidated profit after tax was $115.1 million for the year ended 31 March 2014.  This represents 

a decrease of 7% compared with $123.4 million for the same period last year.   

Earnings before interest, tax, depreciation, amortisation, fair value movements of financial instruments and 

asset impairments (EBITDAF)1 were $277.4 million, compared with $294.8 million achieved in the previous year 

representing a decrease of 6%.   

The weaker Group operating performance was driven by lower New Zealand generation production, 9% below 

long run average, and a challenging retail environment, where pressure on margins and lower customer 

demand was experienced.  Also, the strength of NZD/AUD exchange rate during the last 12 months negatively 

impacted on Australian based earnings when translated to NZ dollars. Operating revenue was 1% higher than 

prior period at $811.7 million.   

The Snowtown Stage 1 Wind Farm in South Australia produced a record production result of 397GWh which 

was 11GWh (3%) higher than the previous year and 3% above expected long term average.  Early 

commissioned wind turbines from Snowtown Stage 2 Wind Farm contributed 139 GWh to total Australian wind 

production. 

 

 

 

Notes 

1. EBITDAF is a non GAAP financial measure but is commonly used within the electricity industry as a measure of 
performance as it shows the level of earnings before impact of gearing levels and non-cash charges such as 
depreciation and amortisation.  Market analysts use this measure as an input into company valuation and valuation 
metrics used to assess relative value and performance of companies across the sector. 
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RETAILING AND CUSTOMERS 

Total energy accounts increased to 238,000 at March 2014 (including 14,000 gas accounts) from 206,000 as at 

31 March 2013 (nil gas accounts).  While the retail market remained highly competitive throughout the year, 

Trustpower continued to experience lower levels of customer churn than the market overall.   

Trustpower continued to achieve strong growth in retailing of telecommunication products with an increase in 

services provided from 43,000 to 54,000, up 26% on prior year.  Ultra-fast broadband services are now being 

offered in a number of markets as ultra-fast fibre infrastructure is rolled out. 

Trustpower undertook a major rebranding exercise during the year to provide a fresh look to support the growth 

of its multi utility product and service offering.  Trustpower has established a position as New Zealand’s leading 

multi-utility retailer, broadening its product suite to include power, ultra-fast broadband and phone services, 

natural gas and bottled LPG.   

Trustpower has for some time been reviewing the potential deployment of smart meters to its residential 

customer base including the technology options and business models available to enable a successful transition 

to be made.  Trustpower believes it has been appropriate to wait until fully competitive advanced meter service 

offers became available in the market but also that it is now time to transition to that platform. 

 

GENERATION DEVELOPMENT 

Trustpower is actively progressing other wind development options in Australia with the aim of developing 

further wind projects to help meet the Australian Renewable Energy Target over the course of the next five 

years.  Four development approval applications are in progress across New South Wales, Victoria and South 

Australia.  

These projects are expected to be well positioned should the outcome of the current review of the Renewable 

Energy Target regime by the Australian Government confirm an ongoing framework that is supportive of further 

renewable energy investment in Australia.  Despite, or perhaps almost more because of, the scrapping of the 

carbon tax in Australia, the Renewable Energy Target is in our view likely to be supported as the main 

mechanism to do the heavy lifting in reducing the carbon intensity of Australia’s electricity generation sector. 

Given the current generation oversupply situation in New Zealand, Trustpower is looking to maintain its existing 

520MW of consented wind and hydro development options where this can be achieved within reasonable cost 

parameters.  Trustpower will continue to look at small high return enhancement options on existing hydro 

generation assets. 

Following Government approval of the variation to the Rakaia River Water Conservation Order, Trustpower is 

now in a position to store and distribute consented water from Lake Coleridge to improve irrigation reliability to 

various irrigator groups.  Trustpower has in place long term storage and release agreements with Barrhill 

Chertsey Irrigation Limited and Central Plains Waters Limited.  It is expected that these initial agreements will 

result in an additional irrigation supply area in mid Canterbury of around 40,000ha.  

Trustpower is continuing to work with these Canterbury irrigation groups to develop a regional infrastructure 

solution that optimises the water storage capacity of Lake Coleridge that could potentially enable the irrigation 

supply area in the region to be expanded by a further 80,000 ha. 
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FINANCIAL POSITION AND CAPITAL STRUCTURE  

Trustpower’s balance sheet as at 31 March 2014 remains in good shape, with shareholders’ funds of over $1.5 

billion and total assets of approximately $3.1 billion.   

Net debt (including subordinated bonds) to net debt plus equity increased to 43% from 37% at prior year end, as 

a result of increased borrowing levels to finance the ongoing development of the Snowtown Stage 2 Wind Farm. 

A further A$70million of one year facilities has been arranged to fund the Green State Power asset acquisition. 

The Group has approximately NZD equivalent 1.46 billion of committed debt facilities and around NZD 

equivalent 100 million of undrawn debt facilities which is aligned with completing the construction of the 

Snowtown Stage 2 Wind Farm and the Group’s ongoing operational liquidity requirements. 

Group operating cash flow remained solid at $256.8 million for the 2014 financial year versus $241.1 million in 

the prior year.  The increase in the debt on the balance sheet is being used to secure expansion of our 

Australian generation assets which will produce very good EBITDA contributions.  Importantly the Snowtown 

Stage 2 cash flow is low risk with strong contractual warranties on the wind turbines and with a fully inflation 

indexed power sales arrangement for the offtake for fifteen years.   

In the absence of other material acquisitions or new projects the balance sheet will strengthen quite quickly as 

the cash flows from these projects come in.  To illustrate, the forecast free cash flow from Snowtown Stage 2 in 

its first full year of operation is expected to be around A$42 million. 

Purchases of Trustpower’s shares have continued under the Company’s share buyback programme for which a 

three year extension was approved at the Annual Meeting in July 2011.  The approval allows the Company to 

purchase up to 5 million shares over a three year period.  Close to 1.1 million shares were purchased at an 

average cost of $6.89 during the year to 31 March 2014.  Approval will be sought at this meeting for the share 

buyback programme to be extended for a further 3 years on similar terms. 

 

THE INDUSTRY 

Since 2000 we have experienced a very rapid readjustment to higher gas prices feeding into  the electricity 

sector.  The market has delivered a wealth of geothermal and wind projects and prices have risen by only just 

enough to support that investment.   

More recently we see the effects of new projects coming on line in a post GFC environment of unexpectedly low 

load growth.  

The wholesale market is competitive and this more comfortable supply position is reflected in softening 

wholesale energy costs.    All electricity retailers regardless of size, or whether they own generation or not, can 

purchase contracts at these prices and make a competitive retail price offer to customers.  And as importantly 

anyone can be an electricity retailer.  Retail competition works in electricity just as it does for other products and 

services and New Zealand has a competitive market. 

While there are some investment costs to be covered for Transpower and the distribution networks for delivering 

this power, the overall expectation is that there will be a period of retail prices coming in at less than inflation for 

the next couple of years.   

In our view there was never a case for radical industry restructuring and it is our expectation that the benefits of 

a highly competitive structure will become easier for all to see and understand over the next few years.  
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I will now hand over to Vince for his presentation.   

Thank you 
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