





MIKE UNDERHILL
CHIEF EXECUTIVE

IAN HORNE
GENERAL MANAGER
CORPORATE

WALTER FRIEDEL
GOVERNMENT AND LOCAL
GOVERNMENT MANAGER

,...d

MURRAY BELL
BUSINESS MANAGER

PAT MURRAY
MARKETING AND
COMMUNICATIONS
MANAGER

FIONA WEIGHTMAN
ENERGY SUPPLY MANAGER

ROBERT LINTERMAN
RESIDENTIAL MANAGER

TERRY COLLINS
PRODUCTS MANAGER

RICHARD FITZGERALD
HUMAN RESOURCES AND
CORPORATE SERVICES
MANAGER

BILL BRANDER
STRATEGIC DEVELOPMENT
MANAGER

ROBERT TROMOP
MONITORING AND
RESEARCH MANAGER

MARK NGAN KEE
FINANCE AND IT MANAGER

2
3
&
A

23






Energy Efficiency and
Conservation Authority
Te Tari Tiaki Pungao




In terms of the Crown Entities Act 2004, the Board is responsible for the preparation
of the Energy Efficiency and Conservation Authority’s financial statements and statement
of service performance, and for the judgements made in them.

The Board of the Energy Efficiency and Conservation Authority has responsibility for
establishing and maintaining a system of internal control designed to provide reasonable
assurance as to the integrity and reliability of financial reporting.

In the Board’s opinion, these financial statements and statement of service performance
fairly reflect the financial position and operations of the Energy Efficiency and Conservation
Authority for the year ended 30 June 2009.

Signed on behalf of the Board:

feer

Roger Sutton Toni Owen
Chairman Audit and Risk Committee Chair
25 September 2009 25 September 2009
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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

Audit Report

To the readers of the
Energy Efficiency and Conservation Authority’s
financial statements and statement of service performance
for the year ended 30 June 2009

The Auditor-General is the auditor of the Energy Efficiency and Conservation Authority (the
Crown Entity). The Auditor-General has appointed me, Robert Manktelow, using the staff
and resources of Audit New Zealand, to carry out the audit. The audit covers the financial
statements and statement of service performance included in the annual report of the Crown
Entity for the year ended 30 June 2009.

Unqualified Opinion

In our opinion:

. The financial statements of the Crown Entity on pages 47 to 72:
o comply with generally accepted accounting practice in New Zealand; and
o fairly reflect:

the Crown Entity’s financial position as at 30 June 2009; and

the results of its operations and cash flows for the year ended on

that date.
. The statement of service performance of the Crown Entity on pages 30 to 46:
o complies with generally accepted accounting practice in New Zealand; and
o fairly reflects for each class of outputs:

its standards of delivery performance achieved, as compared with
the forecast standards outlined in the statement of forecast service
performance adopted at the start of the financial year; and

its actual revenue earned and output expenses incurred, as
compared with the forecast revenues and output expenses outlined
in the statement of forecast service performance adopted at the
start of the financial year.

The audit was completed on 25 September 2009, and is the date at which our opinion is
expressed.

60ct_0SHa55_Audit Opinion W751EECA09J.doc
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The basis of our opinion is explained below. In addition, we outline the responsibilities of the
Board and the Auditor, and explain our independence.

Basis of Opinion

We carried out the audit in accordance with the Auditor-General’s Auditing Standards, which
incorporate the New Zealand Auditing Standards.

We planned and performed the audit to obtain all the information and explanations we
considered necessary in order to obtain reasonable assurance that the financial statements and
statement of service performance did not have material misstatements, whether caused by
fraud or error.

Material misstatements are differences or omissions of amounts and disclosures that would
affect a reader’s overall understanding of the financial statements and statement of service
performance. If we had found material misstatements that were not corrected, we would have
referred to them in our opinion.

The audit involved performing procedures to test the information presented in the financial
statements and statement of service performance. We assessed the results of those procedures
in forming our opinion.

Audit procedures generally include:

. determining whether significant financial and management controls are working and
can be relied on to produce complete and accurate data;

. verifying samples of transactions and account balances;

. performing analyses to identify anomalies in the reported data;

. reviewing significant estimates and judgements made by the Board;

. confirming year-end balances;

. determining whether accounting policies are appropriate and consistently applied;
and

. determining whether all financial statement and statement of service performance

disclosures are adequate.

We did not examine every transaction, nor do we guarantee complete accuracy of the financial
statements and statement of service performance.

We evaluated the overall adequacy of the presentation of information in the financial
statements and statement of service performance. We obtained all the information and
explanations we required to support our opinion above.

60ct_0SHa55_Audit Opinion W751EECA09]).doc



Responsibilities of the Board and the Auditor

The Board is responsible for preparing the financial statements and statement of service
performance in accordance with generally accepted accounting practice in New Zealand. The
financial statements must fairly reflect the financial position of the Crown Entity as at

30 June 2009 and the results of its operations and cash flows for the year ended on that date.
The statement of service performance must fairly reflect, for each class of outputs, the Crown
Entity’s standards of delivery performance achieved and revenue earned and expenses
incurred, as compared with the forecast standards, revenue and expenses adopted at the start
of the financial year. The Board’s responsibilities arise from the Crown Entities Act 2004
Energy Efficiency and Conservation Act 2000.

We are responsible for expressing an independent opinion on the financial statements and
statement of service performance and reporting that opinion to you. This responsibility arises
from section 15 of the Public Audit Act 2001 and the Crown Entities Act 2004.

Independence

When carrying out the audit we followed the independence requirements of the
Auditor-General, which incorporate the independence requirements of the Institute of
Chartered Accountants of New Zealand.

Other than the audit, we have no relationship with or interests in the Crown Entity.

Robert Manktelow

Audit New Zealand

On behalf of the Auditor-General
Wellington, New Zealand

60ct_0SHa55 Audit Opinion W751EECA09J.doc
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Matters Relating to the Electronic Presentation of the Audited
Financial Statements and Statement of Service Performance

This audit report relates to the financial statements and statement of service performance

of the Energy Efficiency and Conservation Authority for the year ended 30 June 2009 included
on the Energy Efficiency and Conservation Authority’s website. The Energy Efficiency and
Conservation Authority’s Chief Executive is responsible for the maintenance and integrity

of the Energy Efficiency and Conservation Authority’s website. We have not been engaged

to report on the integrity of the Energy Efficiency and Conservation Authority’s website. We
accept no responsibility for any changes that may have occurred to the financial statements
and statement of service performance since they were initially presented on the website.

The audit report refers only to the financial statements and statement of service
performance named above. It does not provide an opinion on any other information which
may have been hyperlinked to or from the financial statements and statement of service
performance. If readers of this report are concerned with the inherent risks arising from
electronic data communication they should refer to the published hard copy of the audited
financial statements and statement of service performance and related audit report dated
25 September 2009 to confirm the information included in the audited financial statements
and statement of service performance presented on this website.

Legislation in New Zealand governing the preparation and dissemination of financial
information may differ from legislation in other jurisdictions.
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Reconciliation of Budget per SOl and Restated SOl Budget

Since the SOI budget for 2008/2009 was prepared further appropriations have been received. In order to fully
understand EECA’s performance against budget, the original budget as per the SOI has been restated to incorporate
the funding changes that occurred during the year.

Energy Central
Supply and and Local
Homes Products Renewables Business Government Total
$000 $000 $000 $000 $000 $000

Revenue
As per SOI 4,641 4,371 6,019 8,304 2,785 26,120
Crown grant 18,944 0 5,933 1,128 0 26,005
appropriations for year
Net additional funding/
allocation changes post SOI 16,423 987 (1,755) 544 (500) 15,699
Restated budget 40,008 5,358 10,197 9,976 2,285 67,824
Expenditure
As per SOI 4,888 4,597 6,276 8,603 2,961 27,325
Crown grant expenses for year 18,944 0 5,933 1,128 0 26,005
Net additional funding/
allocation changes post SOI 15,830 1,292 (1,825) 140 (95) 15,342
Restated budget 39,662 5,889 10,384 9,871 2,866 68,672
Surplus/(deficit)
As per SOI (247) (226) (257) (299) (176) (1,205)
Net additional funding/ 593 (305) 70 404 (405) 357

allocation changes post SOI

Restated budget 346 (531) (187) 105 (581) (848)
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Transport programme

Objective

Vehicle fuel economy labelling contributes to the reduction of vehicle emissions by raising
consumer awareness of the most efficient makes and models of motor vehicles.

Costs

In the previous year’s budget, costs have been allocated under the heading “Transport’.
This work stream is now included under the Products programme.

Restated
Budget Actual Actual
2009 2009 2008
$000 $000 $000
Revenue
As per SOI 0
Total revenue 0 0 2,545
Expenses
As per SOI 0
Total expenses 0 0 2,285
Net surplus/(deficit) 0 0 260
Surplus/(deficit) related to grants 0 0 0
Surplus/(deficit) excluding grants 0 0 260

0 0 260
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Homes programme

Outcomes and objectives

The outcome of EECA’'s Homes programme is more energy efficient homes that improve
the wellbeing of New Zealanders.

This contributes to the NZEECS objective:
— Warm, dry healthy homes, improved air quality and reduced energy costs.

Outputs include:

ENERGYWISEw home grants (for low-income homeowners)
ENERGYWISEmw interest subsidies and grants (for middle-income homeowners)

Clean heat grants (for low-income homeowners)

Fridge round up project
ENERGYWISEm information campaign.



PERFORMANCE MEASURE

Original target: At least 8,200 existing
houses insulated to EECA’s internal quality
criteria through the ENERGYWISE™™
home grants by 30 June 2009.

NB: Additional money from Vote Health
extended this target to 12,000 homes.

Additional money for Household Fund
pilot, further increased the target to
15,000 homes.

At least 4,000 insulation and clean heat
retrofits completed by 30 June 2009.

At least 800 clean heating devices
installed using $1.1m of grant funding to
criteria agreed with the Ministry for the
Environment by 30 June 2009.

At least 3,200 old fridges
decommissioned by 30 June 2009.

Awareness of the benefits of energy
efficiency and the ENERGYWISET™
campaign key messages increase
by at least 25% from the benchmark
set in March 2008 Attitudes and
Behaviour Research.

RESULTS AS AT JUNE 2009

EECA let contracts for work to be completed
on the targeted number of homes.

14,100 low-income pre-2000 homes were
actually insulated to EECA’s internal quality
criteria through the ENERGYWISET™ home
grants by 30 June 2009, at a cost of $26.3m.

The new ENERGYWISET™ homes scheme
launched on 1July 2009 addresses the issues
that led to the underperformance of some of
EECA’s delivery partners.

Our aim has been to run the low-income and
middle-income schemes together to maximise
overall uptake. As a result we have exceeded
the middle-income target (see below) and fallen
slightly short on the low-income target. The total
number of houses retrofitted was 1,600 above
the aggregate target.

6,500 middle-income pre-2000 homes were
retrofitted with insulation and/or clean heaters
by 30 June 2009, at a cost of $6m.

845 homes were retrofitted with clean heat
devices using $1.35m to criteria agreed with the
Ministry for the Environment by 30 June 2009.

4,100 old fridges were decommissioned between
1 July — 31 December 2008.

Awareness of the benefits of energy efficiency
and the ENERGYWISET™v campaign key
messages were benchmarked and monitored
in market research.

Consumer awareness targets of the benefits of
energy efficiency and ENERGYWISET™ campaign
key messages were exceeded.

Awareness March 2008 2009 %
attribute benchmark average change
EECA total

CA tota 19%  27%  42%
awareness
EECA key
attribute 9% 13.6% 51%
associations*
ENERGYWISE

GYWISEn 13%  47% 261%

total awareness
ENERGYWISE™™
key attribute 8% 12% 50%

associations*

Key attributes: trustworthy, knowledgeable,
independent, credible and reliable.

STATUS

Original target
exceeded

Revised target
partially achieved

Exceeded

Exceeded

Exceeded

Exceeded
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Homes programme — costs

Restated
Budget Actual Actual
2009 2009 2008
$000 $000 $000
Revenue
As per SOI 4,641
Inclusion of crown grants 18,944
Additional funding/allocation changes 16,423
Total revenue 40,008 40,045 12,810
Expenses
As per SOI 4,888
Inclusion of Crown grants 18,944
Additional funding/allocation changes 15,830
Total expenses 39,662 39,574 12,983
Net surplus/(deficit) 346 471 (173)
Surplus/(deficit) related to grants 0 46 0
Surplus/(deficit) excluding grants 346 425 (173)
346 471 (173)

A shortage in underfloor insulation towards the end of the year led to a delay in completing a
number of insulation retrofits. The surplus in grant funding was used to fund the completion of
that work in July 2009. The surplus in operating expenses relates primarily to lower than forecast
costs associated with the Emissions Trading Scheme Household Fund pilot programme.



Products programme

Outcomes and objectives
The outcome of EECA's Products programme is that more New Zealand families and

businesses purchase and use products and vehicles that use less energy and save money.

This contributes to the NZEECS objectives:
— Warm, dry healthy homes, improved air quality and reduced energy costs

— To reduce the overall energy use and greenhouse gas emissions from New Zealand’s
transport system.

Outputs include:

— Minimum Energy Product Standards (MEPS) and labelling
ENERGY STAR®

Home Energy Rating Scheme (HERS)

Vehicle Fuel Economy Labelling.
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PERFORMANCE MEASURE

Launch three new ENERGY STAR product
endorsement specifications by 30 June 2009.

Prepare recommendations on future parameters
of HERS by 30 June 2009.

Conduct two national surveys by April 2009
to assess consumer understanding and industry
compliance with MEPS and MEPL regulations.

Conduct research by 30 August 2008 to
assess consumer understanding and industry
compliance with Vehicle Fuel Economy
Labelling regulations.

Develop and deliver 2008 - 2010 MEPS,
MEPL and endorsement work programme.

Amend the Regulations by 30 June 2009
to introduce MEPS/MEPL for four new
product classes.

Undertake public consultation and policy
development to initiate MEPS for five
further product classes by 30 June 2009.

RESULTS AS AT JUNE 2009 STATUS

Television specifications were launched on 1 October 2008. Achieved

Set top box specifications were launched on 1 May 2009.

A compact fluorescent lamp specification was launched on 30 June 2009.
EECA presented recommendations to the Minister of Energy and Resources. Achieved
The Minister decided to incorporate HERS as part of a voluntary industry

home rating tool.

As a consequence EECA is working with the NZ Green Building Council,
BRANZ and Beacon Pathway to develop a rating tool that assesses the
performance of a home (including energy use).

Two national surveys were completed by 30 April 2009. Industry compliance Achieved
with MEPS and MEPL regulations is now at an all time high compliance

level of 99%.

Consumer surveys show 98% of consumers recognise and understand
appliance energy labelling.

Research was completed by 30 August 2008, only a couple of months Achieved
after the introduction of the requirement, which showed:

- 64% of recent car buyers were aware of the fuel economy label;

- the fuel economy label had more influence on people’s final purchasing decision
than salespeople, financial plans, written material or word of mouth; and

- the fuel economy label had at least some influence on 56% of car
buyers’ final purchasing decisions.

Research was conducted to assess compliance rates of motor vehicle traders.
130 sites were visited and the compliance level was satisfactory.

Standards for external power supplies, set top boxes and chillers have Achieved
been developed. The Minister of Energy and Resources, via the Ministerial

Council on Energy, agreed to call up the standards into regulation.

The revision of labelling standards for refrigerators was completed.

The endorsement work programme was developed and delivered as
ENERGY STAR product endorsement specifications for televisions, set top
boxes and compact fluorescent lamps.

Consultation and regulatory impact statements for TVs and compact
fluorescent lamps have been delayed until the Cabinet considers the forward
work programme.

Four product classes (set top boxes, external power supplies, chillers, Not
closed circuit air conditioners for computing rooms) were prepared and achieved
industry was consulted. Amendments to the regulations have been delayed

pending Cabinet approval for the forward work programme.

EECA is now targeting 1 October 2009 for their introduction.

Policy development and public consultation to introduce MEPS has
been completed for:

Partially
achieved

- transformers;
- computers and monitors; and
- gas hot water systems.

Consultation on proposals for CFLs and TVs is awaiting Cabinet approval
to progress.



Products programme — costs

Restated
Budget Actual Actual
2009 2009 2008
$000 $000 $000
Revenue
As per SOI 4,371
Additional funding/allocation changes 987
Total revenue 5,358 5,308 2,765
Expenses
As per SOI 4,597
Additional funding/allocation changes 1,292
Total expenses 5,889 5,460 2,805
Net surplus/(deficit) (531) (152) (40)
Surplus/(deficit) related to grants 0 0 0
Surplus/(deficit) excluding grants (531) (152) (40)
(531) (152) (40)

The Minister of Energy and Resources has decided the HERS will be incorporated into a
voluntary industry rating tool, which means savings have arisen as a result of cancellation

of the stand-alone scheme.
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Energy Supply and Renewable Energy programme

Outcomes and objectives

The outcome of EECA’s Energy Supply and Renewable Energy programme is to contribute
to the production of 90% of electricity from renewable sources by 2025, while ensuring
security of supply.

This contributes to the NZEECS objectives:
— Warm, dry healthy homes, improved air quality and reduced energy costs

— More efficient and competitive businesses using more renewable energy and emitting
less carbon dioxide

— To reduce the overall energy use and greenhouse gas emissions from New Zealand’s
transport system.

Outputs include:

— Solar water heating

— Renewable energy

— Renewable transport energy.



PERFORMANCE MEASURE

Provide grant funding for the installation of at least
1,000 solar water heaters (or equivalent) above the
previous year by 30 June 2009.

[That would require 4,400 industry
installations reported.]

Distributed Generation Grant funding of at
least $100,000 allocated by 30 June 2009 to
projects with at least a total of 0.1 PJ per year
of distributed generation potential.

Marine Energy Funding round completed and
contract or contracts signed for up to $2m
to EECA’s internal quality criteria by 30 June 2009.

Increased awareness that contributes to
the installation of at least 1,000 solar water
heaters (or equivalent) above the previous
year by 30 June 2009.

Publication of system (solar water heating)
performance information and revision of
standards by 30 June 2009.

Awareness and understanding of biofuels
increase from the benchmarks set in March 2008
Attitudes and Behaviour Research.

RESULTS AS AT JUNE 2009 STATUS

The downturn in the building sector and the reduction in personal Not achieved
discretionary spending had the potential to cause a significant fall in

national solar water heater sales. We believe this scheme has been

successful in keeping the industry operating at the previous year’s

level in spite of a recession.

Grants have been committed for 1,980 solar water heating systems
(@ mix of household and commercial). Some grant funds have been
oversubscribed.

As part of the programme EECA delivered 140 solar water heating grants
per month during the fourth quarter, compared with the average of two
grants per month in 2007/2008.

Installation audits of systems funded through the grants schemes have
shown that the quality of installation has improved during the course of
the programme.

By 30 June 2009, over $300,000 of Distributed Generation Grant
funding was allocated to 17 projects.

Exceeded

These feasibility studies identified 1.7 PJ per year of cost-effective
renewable energy potential.

A contract granting $760,000 was made with Power Project’s WET Achieved
NZ project in May 2009 - for a New Zealand designed and built wave

energy generation project.

The programme has enabled solar water heater sales to remain at last
year’s level in spite of the recession. Note: did not achieve the additional
1,000 installations above the previous year.

Partially
achieved

Consumer market surveys indicated consumer awareness of solar water
heating had increased from 82% to 85%.

Website hits to the solar water heating funding page has been continuously
strong over the year with 66,000 unique browsers to the site, compared
with 53,000 the previous year.

Promotion of solar water heating was achieved through a number of
channels, including magazine advertising, TV commercials, air time in the
Mitre10 Dream Home TV series, speaking opportunities, online advertising,
through solar water heating supplier marketing kits and through other
partners such as Genesis, Westpac and the Tourism Industry Association.
The ENERGYWISET™ website currently provides performance information Achieved
for 297 solar water heater systems, from 35 suppliers, that are available

for sale in New Zealand.

AS/NZS 4234: 2008 for performance modelling for solar water heating
has been published and is now being amended to apply to heat pump
water heating.

Awareness and understanding of biofuels was not measured, as Cabinet
rescinded this project. Funding was returned to the Ministry of Economic
Development.

Reprioritised

EECA continued to promote biofuels where appropriate through other
avenues. For example, EECA held the EECA Biofuels and Electric Vehicles
Conference for key stakeholders on 24 March 2009.

EECA will now be administering the Biodiesel Grant scheme and has
developed the design and administration processes for this ready for
the start date of 1 July 2009.
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Energy Supply and Renewable Energy programme — costs

Restated
Budget Actual Actual
2009 2009 2008
$000 $000 $000
Revenue
As per SOI 6,019
Inclusion of Crown grants 5,933
Additional funding/allocation changes (1,755)
Total revenue 10,197 9,920 6,395
Expenses
As per SOI 6,276
Inclusion of Crown grants 5,933
Additional funding/allocation changes (1,825)
Total expenses 10,384 8,337 6,336
Net surplus/(deficit) (187) 1,583 59
Surplus/(deficit) related to grants 0 1,830 0
Surplus/(deficit) excluding grants (187) (247) 59
(187) 1,583 59

Allocation changes relate primarily to a transfer of $1.5m to the ENERGYWISEw Home Grants
scheme. The surplus in grants is due to a timing difference between the commitment of
funds and the actual work being completed.



Business programme

Outcomes and objectives

The outcomes of EECA’s Business programme are:
— More energy efficient and competitive businesses
— More energy from renewable sources.

This contributes to the NZEECS objectives:

— More efficient and competitive businesses using more renewable energy and emitting
less carbon dioxide

— Government leading the way — to lead by example in energy efficiency and emissions
reductions.

Outputs include:

— Emprove programme

— Energy Intensive Business
— Wood Energy programme.

a1
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PERFORMANCE MEASURE

50 high energy users implement energy
efficient measures by 30 June 2009.

Four energy intensive sector industry
associations develop energy efficiency
programmes including worker education
and trade training by 30 June 2009.

Six case studies are produced from four
energy intensive business (EIB) sectors by
30 June 2009.

$0.6m allocated to conduct energy audits to
the AS/NZS Audit Standard where appropriate,
by 30 June 2009, to:

- identify energy savings of at least $3m; and

- provide assistance for energy managers
to improve the management of at least $40m
of energy expenditure.

$0.8m for at least 15 EIB projects with high
replication potential by 30 June 2009.

$1.5m grant funding allocated for 10 supply-
and demand-side initiatives that will deliver
0.5 PJ per year of wood energy uptake by
30 June 2009.

Feasibility studies that identify additional
0.2 to 0.4 PJ per year of potential bioenergy
use by June 2009.

Two engineering research projects into the
recovery of woody biomass from forests and
wood processing plants to increase the potential
availability of woody biomass by 30 June 2009.

Bioenergy Knowledge Centre web-based
information portal developed to include

an expert call centre helpline, six case studies,
quality guidelines for various types of wood,
and a wood residue trading platform by

30 June 2009.

RESULTS AS AT JUNE 2009

104 high energy users implemented energy efficiency measures by
30 June 2009.

0.46 PJ of implemented energy savings have been reported as being
implemented this year.

EECA has developed energy efficiency programmes with the following
seven industry associations: Seafood, Tourism, Plastics, Zespri,

NZ Pork, Aggregate & Quarry Association and Greater Wellington
Regional Council’'s SME sector project.

Worker education and the trade training programme was only partially
completed as it was superseded by the Job Summit initiatives.

Six case studies were published on four energy intensive business
sectors by 30 June 2009:

- Heat recovery at Craggy Range winery;

- Using waste cooking oil to supply hot water for Kaikoura’s Lazy
Shag Backpackers;

- Converting waste to energy by using sludge as a fuel in a fluidised
bed boiler at a Balclutha meat works;

- Replacing steam boilers with hot water boilers at the Pernod
Riccard wine bottling plant;

- Installing smart controllers to streamline the dust extraction process
at Pacific Wood Products; and

- Switching from trawling to the more efficient ‘anchor seining’
method on a Nelson fishing boat.

EECA has allocated $1m in grant funding to:
conduct 106 energy audits covering 266 large energy using sites; and

$3m of identified energy savings have been reported from
23 completed audits received to date; and

funded audits in this year provide assistance to improve the
management of $117m of energy expenditure.

25 projects with high replication potential were awarded $1.02m
in grant funding.

EECA’s Wood Energy programme has allocated capital grants in
2008/2009 to the value of $1.78m for:

- 11 projects that are estimated to generate demand for 0.47 PJ per year
of wood energy; and

- two projects that are estimated to supply 0.47 PJ per year of wood energy.

EECA's Wood Energy programme has allocated 14 grants in 2008/2009
for feasibility studies that are projected to identify 0.59 PJ per year of
bioenergy use.

Two reports into the storage and handling of forest residues were
received by 30 June and further work commenced on research and
trials into both wood harvesting and screening.

The reports received this year have shown how to manage the storage,
handling and transport of forest residues so as to optimise fuel quality
and value.

Six case studies are now published on the Bioenergy Knowledge
Centre website.

The Wood Fuels Trading Platform is operational on the Bioenergy
Knowledge Centre and was launched at the recent Residues to
Revenues industry conference in Rotorua in June 2009.

EECA and the Bioenergy Industry Association have jointly published the
Wood Fuels Quality Guidelines on the Bioenergy Knowledge Centre.

The 0800 BIOENERGY call centre continues to service potential investors,
bioenergy users, the forestry industry and engineering consultants, and a
value review is now underway, engaging with users and industry stakeholders.

STATUS

Exceeded

Exceeded

Reprioritised

Achieved

Exceeded

Exceeded

Exceeded

Exceeded

Achieved

Achieved



Business programme — costs

Restated
Budget Actual Actual
2009 2009 2008
$000 $000 $000
Revenue
As per SOI 8,304
Inclusion of Crown grants 1,128
Additional funding/allocation changes 544
Total revenue 9,976 10,275 8,408
Expenses
As per SOI 8,603
Inclusion of Crown grants 1,128
Additional funding/allocation changes 140
Total expenses 9,871 8,408 8,390
Net surplus/(deficit) 105 1,867 18
Surplus/(deficit) related to grants 0 844 0
Surplus/(deficit) excluding grants 105 1,023 18
105 1,867 18

The variance in grants is due to a timing difference between the commitment of funds and
the actual work being completed.

The $0.9m variance in operational expenses arises primarily from:

- cancellation of the workplace education programme;

- deferral of two significant research projects; and

- the recession has had an impact on grantees’ ability to complete EIB demonstration
projects. There has been a consequential delay in expenditure associated with promoting
these innovative pilot projects.
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Central and Local Government programme

Outcomes and objectives

The outcome of EECA’s Central and Local Government programme is a public sector
that uses less energy.

This contributes to the NZEECS objective:

— Government leading the way - to lead by example in energy efficiency and
emissions reductions.

Outputs include:
— Improved central government energy sustainability
— Improved energy use in local government and communities

— Sustainable energy monitoring.



PERFORMANCE MEASURE

$1.8m in Crown Energy Efficiency Loan
funding consistent with Cabinet criteria by
30 June 2009.

At least one local authority uses rates
postponement as a mechanism to fund
household energy efficiency initiatives by
30 June 2009.

Five large government energy users
implement energy efficiency measures
by 30 June 2009.

Three regional councils develop regional
energy strategies that outline specific
regional energy efficiency and renewable
energy actions by 30 June 2009.

Data and survey priorities developed in
association with departments to support
delivery of Energy Domain Plan actions
including the commercial sector survey and
improved fuel data.

Upgraded Energy End Use Database and
new energy efficiency potentials analysis
model are available by 30 June 2009.

Produce an annual monitoring report
assessing New Zealand’s progress in energy
efficiency, energy conservation and renewable
energy to June 2009.

RESULTS AS AT JUNE 2009

A total of $2m in new Crown loan funding was allocated for local

government and district health boards’ energy efficiency and renewable energy

projects, that are expected to provide savings of over $1m per annum.

In working with local government, EECA found that voluntary target
rates are a more viable option for councils.

EECA is continuing to help councils to use a voluntary rates postponement
mechanism to enhance the uptake of house insulation retrofits.

Up to four councils are considering applying voluntary targeted rating
mechanism to deliver house efficiency retrofits in the 2009/2010 year.

Six large government energy users (NZ Defence Force, Department

of Conservation, Accident Compensation Commission, Inland Revenue
Department, The Reserve Bank and Kiwirail) and local government energy
users (New Plymouth District Council, Hutt Valley District Health Board,
Wellington City Council, Waitemata District Health Board, Manukau City
Council and the North Shore City Council), plus the University of Auckland
and Victoria University all implemented energy efficiency projects.

EECA will continue to work with large energy users in government to
identify and implement further energy efficiency measures.

EECA supported five councils with the development of their regional
energy strategies:

- Auckland Regional Council (preliminary draft);
- Environment Waikato (completed); and

- Environment Bay of Plenty, Greater Wellington and Environment
Canterbury (drafted for consultation).

The Waikato Regional Energy Strategy was launched in August 2009;
implementation will follow.

Due to local processes taking longer than anticipated, four of the
strategies are currently in draft form.

Four priority areas from the Energy Domain Plan were agreed and
implemented this year, as follows:

1. Departments reprioritised the primary sector over the proposed
commercial sector survey. Statistics NZ completed the primary
sector energy use survey. Preliminary survey results were reported
in July 2009.

2. Fuel data were upgraded with research commissioned to address
reseller end use allocation gaps. These improved data were used
in the latest Energy Data File.

3. The Building Energy End Use Study is in the second year of its
six year programme and is surveying energy end use in 60
targeted buildings.

4. EECA is working with BRANZ and others on a new household end
use data gathering research programme and a related household
information framework.

The database upgrade was completed in January 2009 and is
available on the EECA website.

The provider of the energy efficiency potentials analysis model was
delayed. The specialised and advanced nature of the work resulted in

an extension to the contract rather than seeking an alternative provider.
The completed model is now due for delivery by the end of October 2009.

Annual monitoring report (Year 6) completed.

The report showed that between 2001 and 2007, energy efficiency
improvements offset 38 PJs of New Zealand’s energy use. It also showed
that since 2001, energy efficiency progress is tracking at 1.4% per year.

We predict that this rate will reduce to 0.7% per year due to the impact
of the recession.

STATUS

Exceeded

Not achieved

Exceeded

Partially
achieved

Achieved

Achieved

Not achieved

Achieved
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Central and Local Government programme — costs

Restated
Budget Actual Actual
2009 2009 2008
$000 $000 $000
Revenue
As per SOI 2,785
Additional funding/allocation changes (500)
Total revenue 2,285 2,309 0
Expenses
As per SOI 2,961
Additional funding/allocation changes (95)
Total expenses 2,866 2,880 0
Net surplus/(deficit) (581) (571)
Surplus/(deficit) related to grants 0 115 0
Surplus/(deficit) excluding grants (581) (686) 0
(581) (571) 0

There are no material variances.




Statement of financial performance
for the year ended 30 June 2009

Restated
Actual Budget Actual
2009 2009 2008
Notes $000 $000 $000
Revenue
Crown revenue
Operational revenue 21,946 19,867 15,673
Operational grants 12,167 3,943 4,909
Crown grants 31,562 26,005 8,967
Other revenue 2 1,555 1,819 2,799
Interest received 627 490 575
Total revenue 67,857 52,124 32,923
Expenditure
Personnel 9,905 9,541 8,720
Operating
Operational grants 11,288 3,943 3,355
Crown grants 29,606 26,005 8,967
Other 3 13,485 13,228 11,377
Depreciation 4 223 295 200
Amortisation 5 12 110 44
Capital charge 6 140 207 136
Total expenditure 64,659 53,329 32,799
Net surplus/(deficit) 3,198 (1,205) 124

EECA is required to report on the budget as disclosed in the 2008/2011 Statement of Intent (SOI).

See note 27 - explanation of significant variances from budget.

The accompanying notes form part of these financial statements.
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Statement of changes in equity
for the year ended 30 June 2009

Restated
Actual Budget Actual
2009 2009 2008
Notes $000 $000 $000
Opening equity 2,048 2,890 1,924
Net surplus/(deficit) 3,198 (1,205) 124
Total recognised revenues 3,198 (1,205) 124
and expenses for the period
Capital contribution - - 3,869
Reclassification due to change in
. . - - (3,869)
accounting policy for Crown loans
Closing equity 7&28 5,246 1,685 2,048

The accompanying notes form part of these financial statements.



Statement of financial position

as at 30 June 2009
Restated
Actual Budget Actual
2009 2009 2008
Notes $000 $000 $000
Equity 7 &28 5,246 1,685 2,048
Represented by:
Assets
Current assets
Cash and cash equivalents 18,612 321 3,863
Other financial assets - 7,000 3,838
Trade receivables 1,876 389 315
Receivables — Crown 2,695 - 2,757
Prepayments 16 75 24
Loans 10 1,588 - 1,393
Total current assets 24,787 7,785 12,190
Non-current assets
Loans 10 2,748 6,900 2,476
Property, plant and equipment 782 941 659
Intangibles 8 295 20
Total non-current assets 3,538 8,136 3,155
Total assets 28,325 15,921 15,345
Liabilities
Current liabilities
Trade and other payables 12 15,148 6,783 7,225
Crown loan payables 11 & 28 1,588 - 1,393
Payables — Crown 1,531 - -
Income in advance 1,214 - 1,375
Employee entitlements 13 745 400 682
Total current liabilities 20,226 7,183 10,675
Non-current liabilities
Crown loan payables 11 &28 2,748 6,900 2,476
Employee entitlements 13 96 59 75
Reinstatement provision 14 9 94 71
Total non-current liabilities 2,853 7,053 2,622
Total liabilities 23,079 14,236 13,297
Net assets 5,246 1,685 2,048

The accompanying notes form part of these financial statements.
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Statement of cash flows

for the year ended 30 June 2009

Restated
Actual Budget Actual
2009 2009 2008
Notes $000 $000 $000
Cash flows from operating activities
Cash was provided from:
Supply of outputs to the Crown
— operational expenses 33,981 22,804 22,002
Supply of outputs to the Crown — grants 33,131 26,005 -
Supply of outputs to external parties 1,273 3,650 2,528
Interest received 627 490 575
Net Goods and Services Tax 597 - (176)
69,609 52,949 24,929
Cash was applied to:
Payments to employees (9,821) (9,511) (8,465)
Payments to suppliers (48,497) (40,259) (12,316)
Capital charge (140) (207) (136)
(58,458) (49,977) (20,917)
Net cash flows from operating activities 15 & 28 11,151 2,972 4,012
Cash flows from investing activities
Cash was provided from:
Receipt from other financial assets 57,838 - 25,397
Sale proceed on disposal 32 - -
57,870 - 25,397
Cash was applied to:
Purchase of property, plant and equipment (363) (685) (643)
Purchase of intangible assets - (275) (6)
Acquisition of other financial assets (54,000) - (29,236)
(54,363) (960) (29,885)
Net cash flows from investing activities 3,507 (960) (4,488)




Statement of cash flows

for the year ended 30 June 2009 (continued)

Restated
Actual Budget Actual
2009 2009 2008
$000 $000 $000
Cash flows from financing activities
Cash was provided from:
Receipts from the Crown 728 - -
Loan repayments received 1,213 - -
1,941 - -
Cash was applied to:
Loans (1,850) (2,000) -
(1,850) (2,000) -
Net cash flows from financing activities 91 (2,000) -
Net increase/(decrease) in cash held 14,749 12 (476)
Opening cash balances 3,863 7,309 4,339
Closing cash balances 18,612 7,321 3,863
Represented by:
Cash and cash equivalents 18,612 321 3,863
Short-term bank deposits - 7,000 -
Closing cash and cash equivalents 18,612 7,321 3,863

The net GST component of operating activities reflects the net GST paid and received from/to the Inland Revenue
Department. The net GST component has been presented on a net basis, as the gross amounts do not provide

meaningful information for financial statement purposes.

The accompanying notes form part of these financial statements.
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Notes to the accounts

1. Statement of accounting

policies for the 12 months
ended 30 June 2009

Reporting entity

The Energy Efficiency and Conservation
Authority (EECA) is a Crown entity in terms
of the Crown Entities Act 2004 and was
established under the Energy Efficiency

and Conservation Act 2000. EECA works

to implement New Zealand Government
strategies for energy efficiency, conservation
and renewable energy in both the private
and public sectors.

EECA is a public benefit entity for financial
reporting purposes of New Zealand
Equivalents to International Financial
Reporting Standards (NZ IFRS).

These financial statements have been
prepared in accordance with section 154
of the Crown Entities Act 2004.

The financial statements are for the year
ended 30 June 2009 and were approved
by the Board on 25 September 2009.

Basis of preparation
Statement of compliance

The financial statements have been
prepared in accordance with Generally
Accepted Accounting Practice in

New Zealand (‘NZ GAAP’). They comply
with the NZ IFRS.

The accounting policies set out below

have been applied in preparing the financial
statements for the 12 months ended

30 June 2009.

Measurement base

The financial statements have been prepared
on an historical cost basis. Cost is based on
the fair value of the consideration given in
exchange for assets.

Accounting policies are selected and

applied in a manner which ensures that the
resulting financial information satisfies the
concepts of relevance and reliability, thereby
ensuring that the substance of the underlying
transactions or other events is reported.

Functional and presentation currency

The financial statements are presented
in New Zealand dollars and all values
are rounded to the nearest thousand
dollars ($000). The functional currency
is New Zealand dollars.

Particular accounting policies

The following particular accounting policies,
which materially affect the measurement of
financial performance and financial position,
have been applied:

Budget figures

The budget figures are those detailed in

the Statement of Intent. The budget figures
have been prepared in accordance with
generally accepted accounting practice and
are consistent with the accounting policies
adopted by the Board for the preparation
of the financial statements at the time the
budgets were approved.

Revenue
Rendering of services

EECA derives revenue through the provision
of outputs to the Crown, for services to
third parties. Revenue from the Crown is
the quantum appropriated by Parliament.
Revenue from other sources is recognised
for services to third parties by reference to
the stage of completion of the contract at
balance sheet date.

Interest revenue

Interest revenue is recognised on a time
proportionate basis that takes into account
the effective yield on the financial asset.

Grants expenditure

EECA enters into long-term contracts

to grant monies to various organisations to
undertake energy conservation initiatives.
These contracts oblige EECA to pay the grant
when prescribed activities are undertaken by
the grantee. Grant expenditure is accrued on
the basis of the amount of work completed
by the grantee. The value of work yet to be
completed under the contract is reported as
commitments.



Goods and Services Tax (GST)

All items in the financial statements are
exclusive of GST, with the exception of
accounts receivable and accounts payable,
which are stated with GST included.

Where GST is irrecoverable as an input
tax, then it is recognised as part of the
related asset or expense.

Taxation

EECA is a public authority in terms of the
Income Tax Act 2004 and consequently
is exempt from income tax.

Investments
Investments in bank deposits are initially

measured at fair value plus transaction costs.

After initial recognition investments in bank
deposits are measured at amortised cost
using the effective interest method, subject
to impairment losses if any.

Loans

Loans are initially recorded at fair value,
being the notional value of the loans at
date of acquisition or origination less the
discount necessary to take account of the
time value of money calculated at an interest
rate applicable to the creditworthiness of
the debtor. Thereafter interest is recognised
in accordance with the effective interest
rate method such that the discount will be
amortised at the interest rate applicable to
the date of acquisition or origination.

Property, plant and equipment

Property, plant and equipment are stated
at cost less accumulated depreciation and
accumulated impairment losses.

Realised gains and losses arising from
disposal of property, plant and equipment
are recognised in the Statement of Financial
Performance in the period in which the
transaction occurs.

Depreciation

Depreciation is charged on a straight-line
basis, so as to write off the net cost of each
asset over its expected useful life to its
estimated residual value.

Leasehold improvements are depreciated
over the period of the lease or estimated

useful life, whichever is shorter, using the
straight-line method.

The following estimated useful lives are used
in the calculation of depreciation:

3 years 33.3%
2.5-6 years 40% - 16.67%

6 years 16.67%

Intangibles

Intangible assets comprise software
applications which have a finite useful life
and are recorded at cost less accumulated
amortisation and impairment. These are
amortised on a straight-line basis over their
useful lives as follows:

- 3 -5 years 20% - 33.3%

Impairment

The carrying amounts of property, plant and
equipment are reviewed at least annually

to determine if there is any indication of
impairment. Where an asset’s recoverable
amount is less than its carrying amount, it will
be reported at its recoverable amount and an
impairment loss will be recognised. Losses
resulting from impairment are reported in the
Statement of Financial Performance.

Operating leases

Leases where the lessor effectively retains
substantially all the risks and benefits of
ownership of the leased items are classified
as operating leases. Payments under these
leases are recognised as an expense on

a straight-line basis over the lease term,
except where another systematic basis is
more representative of the time pattern in
which economic benefits from the leased
asset are consumed.
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Employee entitlements

Provision is made in respect of EECA’s
liability for annual leave, long service leave
and retirement leave when it is probable
that settlement will be required and they
are capable of being measured reliably.

Provisions made in respect of employee
benefits expected to be settled within

12 months are measured at their nominal
values using the remuneration rate expected
to apply at the time of settlement.

Provisions made in respect of employee
benefits which are not expected to be
settled within 12 months are measured as
the present value of the estimated future
cash outflows to be made by EECA in
respect of services provided by employees
up to reporting date.

Provision is made for sick leave at the
estimated cost necessary to meet the
Authority’s obligations.

Provision for reinstatement

The provision for reinstatement represents
the amount payable to restore leased
premises to the conditions required under
the lease agreement(s), discounted back
to balance date. The discount rate is taken
to be the Authority’s incremental cost of
borrowing, being the capital charge rate.

Financial instruments

EECA is party to financial instruments as
part of its normal operations. All financial
instruments are recognised in the Statement
of Financial Position and all revenues and
expenses in relation to financial instruments
are recognised in the Statement of Financial
Performance.

Financial assets
Cash and cash equivalents

Cash and cash equivalents comprise cash
on hand and demand deposits and other
short-term highly liquid investments that are
readily convertible to a known amount of
cash and are subject to an insignificant risk
of changes in value.

Trade receivables

Trade receivables are recorded at amortised
cost less impairment.

Financial liabilities
Payables

Trade payables and other payables are
recognised when EECA becomes obliged
to make future payments resulting from the
purchase of goods and services.

Cost of service statements

The cost of service statements, as reported
in the Statement of Service Performance,
report the net cost of services for the outputs
of EECA and are represented by the costs of
providing the output less all the revenue that
can be allocated to those activities.

Cost allocation

EECA has derived the net cost of service
for each significant activity of EECA using
the cost allocation system outlined below.

Cost allocation policy

Direct costs are charged directly to
significant activities. Indirect costs are
charged to significant activities on a
proportional basis, using the proportion
of direct costs as a cost driver.

Criteria for direct and indirect costs

‘Direct costs’ are those costs directly
attributable to a significant activity. ‘Indirect
costs’ are those costs which cannot be
identified in an economically feasible
manner with a specific significant activity.

Revenue allocation

Interest received is apportioned to each
of the output areas on the same basis as
the cost allocation policy.

New and amended standards

There are two new or amended standards
(relevant to EECA) which have not yet
taken effect.



Amendment to NZ IAS 1 Presentation

of Financial Statements: An amendment
to this Standard requires disclosure of
comprehensive income. It takes effect
for the 2009/2010 year. EECA has chosen
not to apply this amendment early on

the basis that it will have little effect on
the presentation of its financial results.

NZ IAS 23 Borrowing Costs: This Standard
was amended to prevent expensing of cost
related to capital assets. The amendment
applies for the 2009/2010 year. It will have
no impact on EECA.

Critical judgements, estimates and
assumptions

In preparing these financial statements
EECA has made estimates and assumptions
concerning the future. These estimates and
assumptions may differ from actual results.
The significant estimates and assumptions
are as follows.

Property, plant and equipment

EECA establishes the useful lives of
property, plant and equipment at acquisition.
It reviews the lives and utility of this property,
plant and equipment annually. In the event
the lives differ from those assigned or if the
utility of the assets is less than assumed,

the cost in the form of depreciation may be
wrongly allocated to any one year.

Provisions

EECA has a number of provisions relating
to its employment and leasing contracts.
These provisions depend on a number of
factors including:

- the timing of amount payable;
- the amount payable; and

- the discount rate used in discounting
the sums payable.

Should any of these assumptions vary
from the actual timings or costs then the
cost allocations may be wrong. Similarly,
changes in discount rates will cause
variations in the amount of cost recognised
in any given period.

Loans

The carrying values of the loans assume

that no debtor will default on any instalment
due and that the discount rate used to
determine the discount on origination of each
loan is appropriate to the circumstances of
each debtor. At the balance date the carrying
value of the loans was face value less
unamortised discount.

Changes in accounting policy

In the previous year, the funding of Crown
loans was disclosed as an introduction of
additional capital and included as equity.

It has subsequently been determined that
the funding is a loan from the Crown.

The impact of this change in accounting
policy is set out in note 28.

55



56

2. Other revenue

2009 2008
$000 $000
Revenue from services to other agencies 1,135 2,429
Discount on loan (note 10) 154 -
Other revenue 266 370
Total other revenue 1,555 2,799

3. Operating expenses other
2009 2008
$000 $000

Fees paid to external auditors:

Audit fees — audit of financial statements 50 34
Audit fees — NZ IFRS - 12
Audit fees — prior year 7 -
Board members’ fees 126 94
Rental and operating lease costs 860 651
Contract services 3,270 3,998
Marketing services 5,919 4,846
Discount on loan (note 11) 154 -
Operations 3,099 1,742
Total operating expenses 13,485 11,377




4. Property, plant and equipment

Movement for each class of property, plant and equipment is as follows:

Furniture
Plant and and Computer Leasehold Leased
equipment equipment equipment improvements assets Total
$000 $000 $000 $000 $000 $000

Cost
Balance as at 1 July 2007 202 154 398 352 30 1,136
Additions 73 65 22 434 39 633
Balance at 30 June 2008 275 219 420 786 69 1,769
Balance at 1 July 2008 275 219 420 786 69 1,769
Additions 10 13 30 310 - 363
Disposals - - - (204) (39) (243)
Balance at 30 June 2009 285 232 450 892 30 1,889
Accumulated depreciation
Balance at 1 July 2007 157 131 290 302 30 910
Depreciation expense 38 18 62 70 12 200
Balance at 30 June 2008 195 149 352 372 42 1,110
Balance at 1 July 2008 195 149 352 372 42 1,110
Depreciation expense 47 20 45 101 10 223
Disposals - - - (204) (22) (226)
Balance at 30 June 2009 242 169 397 269 30 1,107
Carrying amounts
At 1 July 2007 45 23 108 50 - 226
At 30 June 2008 80 70 68 414 27 659
At 30 June 2009 43 63 53 623 - 782
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5. Intangible assets
Movement for each class of intangible assets is as follows:

Acquired
software
$000
Cost

Balance as at 1 July 2007 180
Additions 17
Balance at 30 June 2008 197
Balance at 1 July 2008 197
Balance at 30 June 2009 197

Accumulated amortisation
Balance at 1 July 2007 133
Amortisation expense 44
Balance at 30 June 2008 177
Balance at 1 July 2008 177
Amortisation expense 12
Balance at 30 June 2009 189

Carrying amounts
At 1 July 2007 47
At 30 June 2008 20
At 30 June 2009 8
6. Capital charge
2009 2008
$000 $000
EECA pays a capital charge to the Crown on its

net assets at 30 June and 31 December each year. 140 136

The capital charge rate for the 2008/2009 financial
year was 7.5%

Total capital charge 140 136




7. Equity

Restated
2009 2008
$000 $000
Opening Crown equity 545 545
Closing Crown equity 545 545
Opening retained earnings 1,503 1,379
Surplus/(deficit) 3,198 124
Closing retained earnings 4,701 1,503
Total equity 5,246 2,048
Reconciliation of closing Crown equity
As previously reported 4,414
Change in Crown loan accounting policy (see note 28) (3,869)
Restated closing retained earnings 545
Analysis of closing retained earnings
OPEX grant commitments 1,450 789
Crown grant commitments 1,956
Retained earnings other 1,295 714
4,701 1,503

A significant proportion of retained earnings is the result of revenue received that has

been committed in the form of grant expenditure to be incurred in future years.

Rights attaching to equity

The Minister of Energy and Resources, being the responsible Minister, has the power
to direct the Authority by virtue of section 20 of the Energy Efficiency and Conservation
Act 2000 and section 7 of the Crown Entities Act 2004. This power includes the power

to direct the Authority in matters of financial policy including distribution policy.
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8. Cash and cash equivalents and other financial assets

2009 2008
$000 $000
a. Cash & cash equivalents
Cash on hand 9,002 1,545
Short-term deposits <90 days 9,610 2,318
Total cash and cash equivalents 18,612 3,863
b. Other financial assets
Short-term deposits >90 days - 3,838
Total other financial assets - 3,838
Weighted average effective interest rates: 2.75% 8.55%

Cash and cash equivalents include $4.76m that must be used for the specific purpose for

which it was appropriated.

9. Trade receivables

Restated

2009 2008

$000 $000

Trade receivables 1,876 315
Total trade receivables 1,876 315
Not past due 1,565 240
Past due 1 - 30 days - -
Past due 31 — 60 days 19 72
Past due 61 — 90 days 292 3
1,876 315

All these amounts are net of impairment which has been assessed as nil.



10. Crown loan receivables

2009 2008

$000 $000

Face value of the loans 5,185 4,872

Discount to be amortised (849) (1,003)

Carrying amount 4,336 3,869

Short-term (<12 months) 1,588 1,393

Long-term (>12 months) 2,748 2,476

Carrying amount 4,336 3,869
11. Crown loan payables

Restated

2009 2008

$000 $000

Face value of the loans owed to the Crown 5,185 4,872

Discount to be amortised (849) (1,003)

Carrying amount 4,336 3,869

Short-term (< 12 months) 1,588 1,393

Long-term (>12 months) 2,748 2,476

Carrying amount 4,336 3,869

EECA, on behalf of the Crown, approves and administers loans to third parties to undertake
specific energy efficiency projects. The loans are interest free and repayable at periods

ranging from 3-5 years.
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12. Trade and other payables

Restated

2009 2008

$000 $000

Trade payables 161 4

Accrued expenses - grants 12,039 5,000

Accrued expenses — other 2,311 2,181

GST payable 637 40

Total trade and other payables 15,148 7,225
13. Employee entitlements

2009 2008

$000 $000

Annual leave 469 299

Sick leave - 144

Performance-related pay 133 131

Accrued wages/fees 143 108

Total current employee entitlements 745 682

Long service leave 11 9

Retirement leave 85 66

Total non-current employee entitlements 96 75

Total employee entitlements 841 757




14. Reinstatement provisions

$000
Opening balance 1 July 2008 71
Lease expiration (71)
Charge for year 9
Closing balance 30 June 2009 9

The provisions represent the estimated amount necessary to restore leased premises to meet

the conditions required under the lease agreement(s).

The reinstatement provision has been amortised over 12 years which equates to the full term
of the lease. The likelihood of EECA needing to utilise this provision earlier than the full term

is considered low.

15. Reconciliation of the net surplus/(deficit) to net cash flows

from operating activities

Restated
2009 2008
$000 $000
:te:t:l::rl\:sﬁ(::lacr:tgi;o;rtf:?mance 3,198 124
Add non-cash items:
Depreciation and amortisation 235 244
Profit on disposal on fixed assets (15) -
Total non-cash items 220 244
Add/(deduct) movements in working capital items:
Decrease/(increase) in receivables and prepayments 294 (2,968)
(Decrease)/increase in payables and provisions 7,517 4,997
Increase/(decrease) of income in advance (162) 1,360
(Decrease)/increase in employee entitlements 84 255
Net movement in working capital items 7,733 3,644
Net cash flows from operating activities 11,151 4,012

The 2008 comparatives have been restated as set out in note 28.
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16. Lease commitments

Restated
2009 2008
$000 $000

Non-cancellable operating lease commitments, payable:
Not later than one year 716 861
Later than one year and not later than two years 706 836
Later than two years and not later than five years 1,902 1,727
Later than five years 36 439
Total commitments 3,360 3,863

The 2008 comparatives have been restated to correct the analysis of leases payable later
than one year. The total of lease commitments for 2008 has not changed.

EECA leases office premises in Wellington, Auckland and Christchurch. The leases expire
on 1 March 2014, 23 October 2009, 15 February 2015 respectively. The commitments shown
in the table relate to the non-cancellable portion of the lease commitment.



17. Grant commitments

Restated
2009 2008
$000 $000
Total grant commitments:
Energy Intensive Business 832 581
Energy Audit 1,060 662
Solar Water Heating 2,157 1,403
Clean Heat 2,420 3,740
ENERGYWISEmw Home Grants (refer below) 301 5,690
FIDA 1,391 1,375
ENERGYWISEm Interest Subsidy 25 -
Total commitments 8,186 13,451
Grant commitments - future years funding 4,780 12,662
Grant commitments included in retained earnings
Energy Intensive Business 832 581
Energy Audit 618 208
Solar Water Heating 1,917 -
ENERGYWISEw Home Grants 39 -
3,406 789
Made up as follows:
OPEX grants 1,450 789
Crown grants 1,956 -
3,406 789

The 2008 comparatives have been restated to include grant commitments made under the

Clean Heat project of $3.74m that were omitted in error.

The reduction in the ENERGYWISE Home Grant commitments is due to the replacement
of existing contracts under the ENERGYWISEw Home Grant scheme with new contracts
under the Warm Up New Zealand: Heat Smart initiative. The majority of existing contracts

were terminated at 30 June 2009.
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18. Related party - Directors’ disclosures

Transaction

Balance

value outstanding
2009 2008 2009 2008
$ $ $ $
Roger Sutton Chairman Connectics Ltd 2,910 - - -
Chai
(Chairman) Director Energetics Pty Ltd * 51,448 * -
Trustee Community Energy Action * 476,584 * -
Alastair Patrick Fellow Chartered Institute of Logistics
(Deputy Chairman) and Transport * 151 - -
Geraldine Baumann ) )
. Director Genesis Energy - 14,964 - -
(retired Sept 2007)
Penny Hulse Deputy Mayor Waitakere City Council - 7,134 - -
Russell Longuet Member Major Electricity Users’ Group representing
(retired Aug 2008) Carter Holt Harvey 540 1,167 _ _
Member Transmission Advisory Group
to the Electricity Commission 50,000 - - -
Dennis Parker Business Manager UC Opportunity, University of Canterbury 37,500 2,873 - -
(retired Aug 2008)
Director Sustainable Business Network — National 101,666 15,621 - -
Greg Sise Director Energy Link Ltd 2,865 7,120 - -
David Caygill
(appointed Chairman Electricity Commission 50,000 - - -
Aug 2008)
Joel Cayford
(appointed Councillor Auckland Regional Council 4,927 - - -
Aug 2008)

*Did not hold a position with this organisation at any time during the financial year.

No other related party transactions took place during the period of review.



19. The Authority members’ fees

2009 2008

$000 $000
Board members’ fees during the year were:
Member
R Sutton (Chairman) 23 20
A Patrick (Deputy Chairman) 17 14
G Baumann (Deputy Chairman, retired Sept 2007) - 4
G Sise 14 8
T Owen 14 8
P Hulse 14 8
A Pearce 14 8
R Longuet (retired August 2008) 2 12
D Parker (retired August 2008) 2 12
J Cayford (appointed August 2008) 13 -
D Caygill (appointed August 2008) 13 -
Total fees paid 126 94
20. Key management personnel compensation

2009 2008

$000 $000
Salaries and other short-term employee benefits 2,019 1,883
Post-employment benefits - -
Other long-term benefits - -
Termination benefits - 1
Total key management personnel compensation 2,019 1,884

Key management personnel includes the Chief Executive and the remaining 11 members

of the Leadership Team.
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21. Employees’ remuneration

Number of Number of
Total remuneration and benefits employees 2009 employees 2008
100,000 - 109,999 8 5
110,000 - 119,999 8 3
120,000 - 129,999 1 -
130,000 - 139,999 1 3
140,000 - 149,999 2 2
150,000 - 159,999 - 2
160,000 - 169,999 3 1
170,000 - 179,999 2 1

180,000 - 189,999
190,000 - 199,999
260,000 - 269,999

The Chief Executive’s remuneration and benefits are in the $260,000 — $269,999 band
(2008: Chief Executive’s remuneration and benefits were in the $260,000 — $269,999 band).

Resolution on an employment related problem was negotiated in accordance with section 149
of the Employment Relations Act 2000. Pursuant to section 123 of the Employment Relations
Act 2000 a compensation payment of $9,500 was made in accordance with the agreed terms

of settlement.

22. Contingent liabilities

There were no contingent liabilities at balance sheet date (2008: nil).

23. Events after the balance date

There were no events after balance sheet date requiring comment.

24. Financial instruments fair value

The fair value of accounts payable is equal to its carrying value.

The fair value of the loans if they were all discounted at the discount rate used at 30 June 2009
is $4,572,000. This compares with the carrying value of the loans of $4,336,000 where the

discount rate on date of lending was applied.



25. Financial instrument risks

Financial instruments which expose
EECA to risk include:

- held-to-maturity investments;
- loans and receivables; and
- payables.

Cash and cash equivalents

Cash and cash equivalents comprise cash
and short-term deposits less than 90 days
from the date of acquisition.

Credit risk arises in that the organisation
or organisations with which surplus
monies are invested may default on
repayment. The maximum credit risk of
cash and cash equivalents is $18,612,000
(2008: $3,863,000).

EECA is subject to interest rate risk in that
cash and cash equivalents are invested in
term deposits with maturity dates of less
than one year. It is possible that current
market interest rates will rise causing the
fair value of the investments to fall.

In accordance with the Investment Policy
determined by the Board surplus monies
are invested with the following objectives:

- to ensure that the statutory requirements
for investing are met;

- to ensure that credit risk is minimised
so far as is possible; and

- to ensure that liquid funds are available
as and when necessary.

It is a statutory requirement that surplus
monies are held in certain prescribed
institutions, being registered banks and
other highly credit-rated organisations.

All held to maturity monies are held with
Westpac Banking Corporation Limited
(Westpac). Westpac has an AA credit rating.

As the primary objective of the investment
programme is to ensure monies are available
to meet operational needs, investments

are made with terms of less than one year.
Because interest rates are re-priced in the
short term there is minimal loss of value
when interest rates change (see note 8).

At 30 June 2009 if interest rates had
been 10 basis points higher, the fair value
of short-term deposits in note 8 would
have been lower by $1,281.

Loans and receivables

The only receivables outstanding are those
due, in the short term less than 90 days from
the date of acquisition, from government
departments. As such there is considered

to be minimal credit risk attaching.

Loans are the residual sums due from a
variety of persons to whom interest free
loans have been made to achieve energy
conservation measures. All such borrowers
are public sector entities, including health
boards, territorial authorities, schools and
tertiary institutions. As the emphasis on the
lending programme is on energy efficiency
objectives, credit risk is not regarded as

a priority. Accordingly, no security is taken.

If interest rates were 10 basis points
higher, the fair value of the loan would be
lower than the carrying value by $7,203.

Payables

Payables fall due in the short term. As the
cash and other cash and cash equivalents
are also available in the short term, no
liquidity risk arises.

26. Capital management

The Board takes all possible precautions

to ensure that no adverse event arises. For
instance, it strictly adheres to the prudential
requirements on financial management
imposed by the Crown Entities Act 2004.

It also transfers its risks by purchasing
various forms of insurance from appropriate
credit-worthy insurers.

27. Explanation of significant
variances against budget

EECA is required to report on the budget
as disclosed in the 2008/2011 Statement
of Intent (SOI).

There have been a number of significant
funding changes during the 2008/2009
financial year. These include a substantial
increase in funding, circa $15.7m, and

the inclusion of Crown grants in the
Statements of Service Performance. These
were previously included in the Statement
of Financial Performance but not in the
Statements of Service Performance.

These account for the substantial variance
between actual and budgeted performance
as disclosed in these financial statements.
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Statement of Financial
Performance

Revenue

Operational revenue

The $2.1m increase in operational revenue
arose from additional funding for the
Emissions Trading Scheme Household
fund pilot project and funding for the final
year Home Energy Rating Scheme (HERS)
project costs.

Operational grant revenue

The Ministry of Health contributed $7.5m
towards the ENERGYWISEw Home Grants
scheme and the balance of additional
funding was primarily channelled towards
the Wood Energy grants programme.

Crown grant revenue

$5.7m for the Household fund (residential
insulation programme), established as part
of the Emissions Trading Scheme, was
provided during the year.

Expenses
Operational grant expense

Operational grant expense was $7.3m higher
than budgeted as a result of new funding
from the Ministry of Health to increase
assistance under the ENERGYWISEmw Home
Grants scheme.

Crown grant expense

The Crown grant expenses variance of $3.6m
was due to the net impact of an increase

in funding of $5.7m for the Household fund
offset by delays in the settlement of grants
funding solar water heating initiatives.

Deficit for the year

EECA recorded a surplus of $3.2m compared
with a budgeted deficit of ($1.2m). The five
key areas contributing to this variance were:

- delays in the settlement of grants in both
the Business and Solar Water Heating
programmes ($2.5m);

- savings arising from the cancellation
of the HERS programme ($0.4m);

- cancellation of the Industry Training
programme ($0.25m);

- delays in a small number of research
initiatives ($0.4m); and

- savings associated with the Household
fund pilot delivered under the Homes
programme.

Statement of financial position
Assets

Cash and cash equivalents and
other financial assets

The total of cash and cash equivalents and
other financial assets was $11.3m above

plan. This was due to a significant number
of insulation retrofits completed in May and
June 2009 but not paid out until July 2009.

Trade receivables

Trade receivables was $1.5m higher

than budget due to the timing of the
receipts from third-party funding providers
contributing to the funding of insulation
retrofits noted above.

Receivables Crown

The receivables Crown balance relates
to operational funding for the year to
30 June 2009 not paid out prior to the
year end.

Loans

The combined (short- and long-term) loan
balance was $2.6m below budget. The
budget incorrectly assumed growth in the
loan book.

Liabilities
Payables

Payables were $8.4m higher than budgeted.
This increase was mainly due to the higher
accrual of grant expenses. See explanation
under cash and cash equivalents.

Crown loan payable
See explanation under loans above.

Payables — Crown

Payables — Crown relates to amounts
owing to the Ministry for the Environment
at balance date.

Income in advance

Income in advance relates to prepaid funding
from the Ministry of Agriculture and Forestry

and stands at $1.2m above the budget of nil.



28. Explanatory notes - restated 2008 comparatives

2008

$000
Statement of Financial Position
Crown loan payables as previously reported -
Reclassification of Crown loan funding 3,869
Crown loan payables as restated 3,869
Short-term (<12 months) 1,393
Long-term (>12 months) 2,476

3,869

In the previous year, the funding of Crown loans was disclosed as an introduction of additional
capital and included as equity. It has subsequently been determined that the funding is loan

from the Crown. The accounts have been restated as set out above.
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Additional disclosures and impact on 2008 comparatives

In order to improve the reader’s understanding of the accounts a greater level of analysis
of several items has been provided. The 2008 comparatives have been restated accordingly.

These changes have resulted in restated comparatives in the following parts of the
financial statements:

Statement of Financial Performance
Crown revenue operational applied to grants has been separately disclosed.

Statement of Financial Position

Crown receivables have been separately disclosed.

Note 8a. Cash & cash equivalents

This has now been analysed to separately disclose short-term deposits less than 90 days.

Note 9 Trade receivables

Crown receivables have been excluded and shown separately in the Statement of
Financial Position.

Note 12 Trade and other payables
GST has been separately disclosed.



Governance
Directors holding office during the year

Roger Sutton — Chairman

Alastair Patrick — Deputy Chairman
Russell Longuet - retired August 2008
Dennis Parker - retired August 2008
Penny Hulse

David Caygill - appointed August 2008
Toni Owen

Joel Cayford — appointed August 2008
Andy Pearce

Greg Sise

Permission to act despite
being an interested member

During the 2008/2009 financial year, no
member requested permission to act
despite being an interested member.

Direction given by the
Minister of Energy and Resources

The Minister of Energy and Resources did
not give any written direction under any
enactment to EECA during the 2008/2009
financial year.

Section 19 of the
Crown Entities Act 2004

EECA has not performed any acts in breach
of section 19 of the Crown Entities Act 2004.

Risk and compliance programme

The Board has approved a risk management
framework implemented during 2005/2006,
which sets out strategic and operational
risks for the organisation. EECA also has

a legislative compliance programme.

Conduct

EECA has a code of conduct that outlines
the standard of behaviour required, and
expects staff to perform their duties in
accordance with this code.

EECA also has a protected disclosures
policy and register of interests for both
Board members and staff. During the
financial year ended 30 June 2009 no
protected disclosures were received.

Auditors

The Board has continued its contract

with Deloitte as its internal audit agent.

In 2008/2009 Deloitte provided audit advice
and reviews on EECA’s internal controls for
prioritising and monitoring performance of:
advertising and promotional expenditure;
controls around the payment of solar water
heating grants and financial assistance; a
compliance review of the ENERGYWISEm
programme with the aim of identifying
improvements prior to the start up of the new
ENERGYWISEw Warm Up New Zealand:
Heat Smart programme; and support in the
development of EECA’s risk management
of strategic risks. The statutory external
audit is performed by Audit New Zealand
on behalf of the Auditor-General under the
Public Audit Act 2001 and the audit report
on the accounts and statement of service
performance is included in this document.

73



74

Reporting

The Board reports on a quarterly basis

on all its projects to the Minister of Energy
and Resources. The Ministry for Economic
Development, as EECA’'s monitoring agency,
also provided advice to the Minister of
Energy and Resources on EECA’s performance
throughout the year. The Board has separately
assessed EECA management’s output
delivery over the year.

Relationship with other
government agencies

As of 1 July 2008 the Ministry of Economic
Development took over the responsibility
(from the Ministry for the Environment) to
monitor EECA’s performance under the
Crown Entities Act 2004.

The Ministry of Economic Development is
the government policy advisor for the energy
sector, and provides advice to the Minister
of Energy and Resources on energy, including
energy efficiency and renewable energy.

EECA and the Ministry of Economic
Development have a Monitoring Agreement
that sets out how the two agencies will
work together. EECA also works closely
with the Electricity Commission, guided by
a Memorandum of Understanding.

Organisation
Management team
Chief Executive — Mike Underhill

General Manager Corporate — lan Horne

Government and Local Government
Manager — Walter Friedel

Business Manager — Murray Bell

Marketing and Communications Manager
— Pat Murray

Energy Supply Manager — Fiona Weightman
Residential Manager — Robert Linterman
Products Manager - Terry Collins

Human Resources and Corporate Services
Manager — Richard Fitzgerald

Strategic Development Manager
- Bill Brander

Monitoring and Research Manager
— Robert Tromop

Finance and IT Manager — Mark Ngan Kee



Good employer obligations

EECA recognises the value of good staff
practices.

Key successes in the 2008/2009 financial
year include:

- Restructure of the Residential Team to
establish the capability to deliver the Warm
Up New Zealand: Heat Smart programme.

- Ongoing leadership and capability
development of our people.

- Developing our in-house recruitment
processes to improve the quality of the
process and reduce costs.

- Implementing retention strategies to
reduce staff turnover.

- Measuring staff engagement and
satisfaction via the annual workplace
survey. Benchmarking the organisation
against the Best Places to Work Survey
and utilising staff consultation to identify
areas for improvement.

- Maintaining acceptable levels of
organisational health; including the
introduction of a number of wellness
initiatives such as access to flu
vaccinations, promotion of yoga classes,
participation in corporate sports events
and the Bikewise challenge.

- Comprehensive induction programme
to support new staff into the organisation.

- Continued enhancements to our Training
and Development Strategy in order to
educate, upskill and build the capability
of our staff.

- Implementing development programmes
to develop the capability of leaders in
the organisation.

- Strengthening our processes for
performance management and coaching
to ensure individual contributions are
aligned to organisational objectives.

- EECA’s research stage gate process
draws staff from across EECA’s
programme teams. The process creates a
development opportunity for staff to work
at a strategic and organisational level to
determine research investment priorities.

These activities support EECA’s wider
business strategy — ensuring that EECA
has access to the right capability at the
right time and in the right places to support
the business.
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Biofuel

Biofuel is any gaseous or liquid fuel
produced from biomass that can be used
as a fuel for engines.

Distributed energy/distributed
generation

Distributed energy is niche energy supply,
for local needs. It is often small-scale
electricity generation in homes or
businesses. It can either be connected

to the local electricity distribution lines,

or as ‘stand alone’ systems that are not
connected to the network. Distributed
energy also includes local demand for heat,
such as direct use of geothermal heat.

Gigawatt-hour (GWh)

One gigawatt-hour is equal to one million
kilowatt-hours. New Zealand’s annual
demand is approximately 38,000 GWh.
Huntly power station running at full capacity
for one hour would produce a gigawatt-hour
of electricity.

Joule

The joule is the Systéeme International

(SI) derived unit of energy and heat. Its
consistent use simplifies comparisons
between different forms of energy and
between energy supplied or consumed in
New Zealand and overseas. A joule is the
energy required to heat 1 cubic centimetre
of water by about a quarter (0.239) of

a degree Celsius, or the energy needed

to lift a kilogram about 102 millimetres.

Kilowatt-hour (kWh)

In the electricity industry, energy is measured
in kilowatt-hours (kWh). A device with a
rating of 1,000 watts or one kilowatt running
for one hour would consume one kWh of
electricity.

Megawatt-hour (MWh)

One megawatt-hour (MWh) is equal to
1,000 kWh. MWh is the metering standard
unit for the wholesale market.

Petajoule (PJ)

The unit most often used to measure energy
production and use on a national scale.

A petajoule is 10" (1,000,000,000,000,000
joules). A joule is one watt over one second,
meaning one kWh is equivalent to 3,600
joules. One PJ costs New Zealand between
$20m and $30m to produce. One PJ is equal
to approximately:

- 278 GW of electricity;
- 25 million m3 of natural gas;
- 37 million kilograms of coal;

- 25 million litres of oil — the amount
contained in a coastal tanker; or

- the amount of energy used by 28,000
households in a year.

Some of the reported energy savings this
year include autonomous energy efficiencies
—i.e. efficiencies that would have occurred
in isolation from EECA work programmes.
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