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As part of community engagement
activities around the Musselroe Wind
Farm, an education program was
delivered for schools in north-east
Tasmania.

Hydro Tasmania worked with all regional
schools throughout the year, focusing
onrenewable energy in general, and
wind power in particular, with content
tied back to the Australian Curriculum.
Site visits organised as part of the
program allowed children to see things
in real life that had been discussed in
the classroom, helping to consolidate
their learning.

More than 600 students from seven
regional schools visited the Musselroe
site with their teachers and carers.

This was a unique opportunity as
construction was still underway, with the
main focus on erecting the tops of towers
and lifting nacelles, hubs and blades into
position using a 1200-tonne crane.

The cover photo shows student Miles
Smith holding an anemometer to measure
the wind speed at the Musselroe Wind
Farm. This anemometer was one of the
tools used throughout the education
program to show students the importance
of having scientificinformation about wind
speed, direction and consistency before
building a wind farm.

Cover photo: Hydro Tasmania’s Community Officer Merren Wilkinson with Winnaleah District High School student Miles Smith



To the Honourable Bryan Green MP, Minister
for Energy and Resources, in compliance with
requirements of the Government Business
Enterprises Act 1995.

In accordance with Section 55 of the Government
Business Enterprises Act 1995, we hereby submit

for your information and presentation to Parliament,
the report of the Hydro-Electric Corporation for

the year ended 30 June 2013. The report has been
prepared in accordance with the provisions of the
Government Business Enterprises Act 1995.

David Crean
Chairman, Hydro-Electric Corporation
October 2013

Stephen Davy
CEO, Hydro-Electric Corporation
October 2013
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The year at a glance

Achievements

2

Strong financial performance despite
below average inflows:

— Record profit before fair value
of $238 million.

— Third consecutive year of profits
in excess of $100 million.

— Returns to Government
of $116 million, including
adividend of $51 million.

— Maintained BBB investment
grade creditrating.

— Ourmainland retailer Momentum
Energy doubled its revenue
from last year, earning nearly
$800 million.

Continued to pursue wind
development strategy to maximise
value and limit future equity
requirements:

— Sold down a 75 per cent equity
share in the Musselroe Wind Farm
to Shenhua Clean Energy Holdings
Pty Ltd.

— Largely completed construction of
the $394 million Musselroe Wind
Farm and achieved first generation.

— Signed astrategic agreement with
Shenhua to develop, build and
operate 700 MW of wind farms
by 2020, with a total estimated
investment of $1.6 billion.

— Began community engagement on
the TasWind project on King Island.

Capital expenditure on existing
hydropower assets in Tasmania was
$58 million. The main projects were
Rowallan Dam wall strengthening,
Tungatinah machine refurbishment
and preparation for the Paloona
outage. Total capital expenditure in
FY2012/13, excluding construction
of the Musselroe Wind Farm,

was $136.8 million.

Achieved sustained periods of

100 per cent renewable energy

supply as part of the King Island
Renewable Energy Integration Project.

Expanded Entura’s presence to the
South African market, with a regional
office established and several projects
underway.
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Officially opened the Entura clean
energy and water institute and hosted
the first courses.

Completed the 14 social and technical
studies resulting from the stakeholder
engagement phase of the Mersey-
Forth Water Management Review.

Delivered the first phase of the mysap
project to integrate and streamline
Hydro Tasmania's processes.

Refurbishment work at Tungatinah Power Station

Maintained staff engagement at

63 per cent, well above the benchmark
for Australian high-performing
companies.

More than doubled our employee
volunteering target for the first year
of operation of Hydro Tasmania's
Community Initiative.



Challenges

Impact on staff and business of
implementation of the Tasmanian
Government’s energy reform package.

Continued uncertainty about
Australian Government carbon
and energy policies.

Intensive community engagement
process as part of the TasWind project.

Entura’s operation in dynamic and
highly competitive national and
international consulting markets.

Relatively low inflows reduced
portfolio flexibility and increased
drawdown of major storages.

Achieving our safety targets.
There were six lost time injuries
(two staff, four contractors) during
the year against a target of zero.

Awards

Hydro Tasmania staff and programs
received the following awards during
FY2012/13:

— Tasmanian Division of Engineers
Australia 2012 Engineering
Excellence Awards, Tasmanian
Professional Engineer of the Year
— Richard Herweynen, Entura.

— Australian Water Association
Young Water Professional
of the Year (Tasmania) —
Andy Crawford, Entura.

— CEO Magazine's award for Energy
and Resources Executive of the Year
— Nigel Clark, Momentum Energy.

— Community engagement work for
the Musselroe Wind Farm project
was recognised with the Clean
Energy Council's Community
Engagement Award (presented
inJuly 2013).

— Australian Marketing Institute
Marketing Excellence Award
(Victoria) for marketing
communications (business to
consumer) for the Momentum
Energy SmilePower campaign.
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The Hydro Tasmania TasWind team in the King Island Imperial: Pat Burke holding daughter Henrieta,
Kat Burke, Tony Field, Catherine Walsh, Miles Smith and Em Burke holding Banjo Richards

l% — N i
King Island Renewable Energy Integration Project director Simon Gamble explains
the off-grid energy system to guests at an open day

— 2012 WorkSafe Tasmania highly
commended award for the lower
guide bearing access and a lifting
platform at Tungatinah.

— 2013 Hobart City Council Volunteer
Recognition Awards, Highly
Commended in the Volunteer
Management Best Practice
category.
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Our sustainability vision

Hydro Tasmania is Australia’s leading
clean energy business and believes that
being committed to sustainability and
acting sustainably make good business
sense. Our sustainability commitment
is drawn from our values and our
Sustainability Code, and is used to
frame business activities, policies

and procedures.

Our Sustainability Code defines
sustainability for the entire Hydro
Tasmania group. A range of important
actions have occurred during the
financial year that are helping to
achieve our vision, including:

«  Momentum Energy has extended its
offerings to customers through the
development of an Energy Services
division. This division offers to
customers an evolving product range
including energy-efficiency solutions,
access to electricity usage data and
lighting services.

« Enturahas continued to expandits
consulting services nationally and
internationally, including markets in
Queensland, the Northern Territory,
Southeast Asia and South Africa.

The Sustainability Code has continued
to be embedded into the risk
assessment process used in making
project/client engagement decisions.

The Entura clean energy and water
institute was launched in December
2012. Theinstitute offersarange

of courses for utilities, businesses
and individuals in the areas of clean
energy, including hydro, wind and
solar, and water management.

A number of Hydro Tasmania and
Entura employees attended the
International Hydropower Association
Congressin May 2013, the central
theme of which was sustainability.
Our attendees were involvedin
workshops, presentations and the
trade exhibition.

Hydro Tasmania has continued
toincrease our role as Australia’s
largest clean energy generator
through the export of hydropower-
generated renewable electricity into
the National Electricity Market and
the development of further wind
generation projects. These have
included developing the TasWind
project to feasibility stage with a
focus on community consultation,
and the start of generation from
the Musselroe Wind Farm.

The success of the Community
Initiative which, in its first year of
operation, exceeded its target of

10 per cent of Tasmania-based staff

-

volunteering in the community.

Atotal of 22.8 per cent of staff

(171 employees) were out and

about helping grassroots organisations
deliver services in Tasmania.

« Asignificant review of our Code of Ethics
and our Code of Conduct resulted in
the consolidation of these important
guiding documents into our new Code
of Ethical Behaviour. Implementation
of the Code of Ethical Behaviour will
be afocus during FY2013/14.

Measuring sustainability
performance

Our long-term sustainability indicators
(LSls) continue to be integrated into

our business planning and targets.

The LSIs are aligned with the Sustainability
Code and comprehensively reflect our
longer-term (five-year) strategic priorities,
as set out in the Corporate Plan. Our annual
business strategy is coupled with our LSIs
to ensure that we continue to track towards
our longer-term targets. The alignment of
divisional, team and individual work plans
to our LSIs ensures a broad understanding
of how every part of the Hydro Tasmania
group contributes to our sustainability
commitment. The LSIs are reviewed
annually to ensure they remain relevant

to the business.

tlkhl’ﬂ d!

International de/eg‘éte.siat the International Hydropower Association’s World Congress in Kuching, Malaysia in May 2013
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Sustainability

Long-term sustainability

Code principle Element and sustainability commitment indicator (LSI)

Economic Long-term business value Shareholder equity 23
We make sound commercial and investment Credit rating 23
decisions in our chosen markets to deliver

. Total returns to Government 23
long-term business value and meet shareholder
expectations.
Low-cost provider of supply Base operating expenses 24
We leverage our low-carbon generation and Cost-competitive supply to back retail 24
competitive customer focus to create value for load growth
our shareholders, the people of Tasmania.

Governance Risk/Governance processes Risk exposure 31
We make our decisions within comprehensive
governance and risk management frameworks
while seeking to continually improve our
business processes.

Compliance Compliance risk 31
We make ethical decisions by applying our values,

sustainability principles and code of ethics,

complying with relevant legislation and delivering

on the commitments we make.

Customers Customer satisfaction Entura total sales ($m) 41
We know our customers have a choice.

Client satisfaction ratin 41
We aim to be their first choice through :
understanding, responding and delivering Customer mix 41
sustainable solutions to our customers. Momentum Energy total retail
electricity sales (TWh) 41
Churnrates 41
Customer mix 41
Products and services Client perception score on Entura’s
We are innovative and creative in developing and Momentum Energy’s ability
new products and services in response to the to offer smart and innovative products
needs of our customers and in order to retain and services 42
our competitive edge in the marketplace. Remote Area Power Supply (RAPS)
business model firmly established 42

Infrastructure  Asset safety and reliability Asset performance, safety and

andresources  We manage our infrastructure optimally compliance obligations as detailed in the
for present and future reliability and with ten-year asset management plan (AMP) 51
the highest standards of safety. ) .

g J New generation asset completion 51
Resource use Business value 51
We manage our resources optimally for present Water rights 51
and future reliability.

Environment Ecosystems and heritage Environmental conditions in 57
We aim to minimise ourimpact on the Hydro Tasmania operational areas
environment and seek opportunities to
enhance environmental and cultural values.

Carbon status Emissions intensity 57

As climate change has significant implications
for our business, we are committed to being
part of a sustainable solution.

Hydro Tasmania Annual Report
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Sustainability

Code principle Element and sustainability commitment

Long-term sustainability
indicator (LSI)

Community Community engagement Stakeholder satisfaction rating 65
We aim to have regular, open and transparent )
dialogue with our community. Level of community awareness 65
Community capability Staff participationin the 65
We aim to make a genuine difference Community Initiative
in the communities in which we operate.
Suppliers and partners Key suppliers' alignment with Hydro 65
We work with our customers, stakeholders, Tasmania's sustainability principles
suppliers and partners to contribute to
asustainable future.
Our People Attraction, capability and retention Staff engagement score 75
We will continue to:
o Percentage of development plans
« offer opportunities for our employees .
implemented 75
to grow and develop
« reward, recognise and value employee
contributions
« listentoand engage with our employees
and maintain sound employment relations
« ensure adiverse and equitable workplace.
Safety, health and wellbeing Lost time injuries 75
We provide a safe and healthy working Safety Reporting Index 75
environment. Participation in Healthy Hydro program 75

Hydro Tasmania Annual Report 2013
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Statement of Corporate Intent

Hydro Tasmania operates under the Government Business Enterprises (GBE) Act 1995
and the Hydro-Electric Corporation Act 1995. The GBE Act sets out a requirement for
Hydro Tasmania to write a ‘Statement of Corporate Intent’ each year, which is included
inboth the Corporate Plan (a document that details our strategy to the Tasmanian
Government) and the Annual Report. The Statement of Corporate Intent provides
asummary of our strategy for our ultimate owners, the people of Tasmania.

Hydro Tasmania is the trading name of the Hydro-Electric Corporation, an integrated
energy business owned by the State of Tasmania. The Honourable Bryan Green MP,
Minister for Energy and Resources, has portfolio responsibility for Hydro Tasmania.

Our business

Hydro Tasmania's vision is to be Australia’s leading clean energy business, inspiring pride
and building value for our owners, our customers and our people. This vision is reflected
in our operation as an integrated energy business across the national electricity and gas
markets, to enhance the value of the business and returns to the State of Tasmania.

Hydro Tasmania's strategy has been developed to achieve the purpose and objectives
set out for the business in the GBE Act and our Ministerial Charter. Our principal purpose,
as defined in the Ministerial Charter, is to ‘efficiently generate, trade and sell electricity
in the National Electricity Market (NEM)'. Our principal objectives, set out in Section 2

of the Ministerial Charter, are to perform our functions and exercise our powers to:

« beasuccessful business by operating in accordance with sound commercial
practice and as efficiently as possible

« achieve asustainable rate of return that maximises value for the State in accordance
with the Corporate Plan and having regard to the economic and social objectives of
the State.

These objectives are consistent with the requirements of Section 7 of the GBE Act.

The Board Executive Team

Chair: David Crean Chief Executive Officer: Stephen Davy
(appointed 5 September 2013)

Non-executive directors: L X
Chief Financial Officer: Lance Balcombe

Saul Eslak
auiEsiare Chief Commercial Officer: (appointment pending)

EE R R HE S Chief Technical and Operations: Evangelista Albertini

JaninelHealey Director Business Development: Miles Smith

Theresa Jakszewicz Director Corporate Services: Andrew Catchpole

Stan Kalinko Managing Director - Momentum Energy:
Nigel Clark

Managing Director - Entura: Tammy Chu
Corporation Secretary: General Counsel: Stephen Bendeich
Alan Evans Head of Strategic Planning: Kate Gillies

Figure 1: Hydro Tasmania's business structure at 1 July 2013

The Hydro Tasmania group employs 1146 people in three businesses with offices

in Hobart, Melbourne, Brisbane, New Delhi and Cape Town. Three distinct entities
operate as part of the Hydro Tasmania group, building on nearly 100 years of
experience in the electricity industry — Hydro Tasmania, Momentum Energy and
Entura. Each business operates as a critical component in an integrated value chain,
and each plays animportant role in delivering the group’s core business and strategy
to enhance value and mitigate strategic risks, ensuring Hydro Tasmania can deliver
strong financial returns to Government to support the State Budget.

Hydro Tasmania’s retail business
Momentum Energy is based in Melbourne
and sells electricity to customers in
Victoria, South Australia, the Australian
Capital Territory, Queensland and

New South Wales. Momentum Energy
specialises in serving industrial and
business customers and tailors products
to suit their specific needs. Momentum
also provides electricity to residential
customers at a smaller scale. Momentum
provides retail services to customers on
the Bass Strait islands® but is prohibited
from doing so on mainland Tasmania.

Our consulting business Entura provides
engineering, scientificand management
services to water and energy clients
nationally and internationally.

Entura also provides engineering,

water and environmental management
and compliance services to support
Hydro Tasmania's delivery of operational
and capital programs associated with

its generation infrastructure and
developments. Entura has offices at
Cambridge in Tasmania, along with
regional offices in Melbourne, Brisbane,
New Delhi, India and Cape Town,

South Africa, and project officesin
Darwin and Sydney.

On1June 2013, asaresult of the
Tasmanian Electricity Supply Industry
(TESI) reforms, Aurora Energy’s wholesale
and generation assets (Aurora Energy
Tamar Valley — AETV) were transferred
to Hydro Tasmania. This included the
Tamar Valley Power Station (TVPS) and
mainland gas and electricity contracts.
The transfer of these assets has
substantially broadened the scope

and activities of Hydro Tasmania.

Our business activities now encompass
generating electricity (from hydropower,
wind and gas), trading in the wholesale
electricity and gas marketsandin
environmental energy products, selling
retail electricity and gas in mainland
states through our retail business
Momentum Energy, and providing
consulting services through our
consulting business Entura.

! Hydro Tasmania has a Community Service
Obligation (CSO), funded by the State of
Tasmania under Part 9 of the GBE Act, to provide
concessional arrangements to customers onthe
Bass Straitislands.

Hydro Tasmania Annual Report
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Our operations

Hydro Tasmania is Australia’s leading
renewable energy business and
Australia’s largest water manager.

We have six large catchments covering
35 per cent of Tasmania’s land area.
We own and operate 30 hydropower
stations in these catchments and are
responsible for managing 53 lakes and
water bodies and 67 rivers and creeks
consistent with our various obligations,
including the Special Water Licence
(granted under the Water Management
Act 1999) and Hydro Tasmania’s
Ministerial Charter. A total of 27 of the
30 power stations, and their associated
dams, canals and infrastructure, have
been given a special status under the
Hydro-Electric Corporation Act 1995
and are considered to be our ‘main
undertakings', as shown in Figure 2.

Hydro Tasmania owns and operates
the Tamar Valley Power Station at

Bell Bay in the State’s north. The power
station consists of a 205 MW base

load combined cycle gas turbine plant,
180 MW of open cycle gas turbine
peaking plant and associated
infrastructure. Hydro Tasmania is

able to optimise the generation of
electricity between its hydropower and
gas assets to enhance the security of
supply of electricity within Tasmania.

Hydro Tasmania has a strategic alliance
with Chinese energy company

Shenhua Group. Hydro Tasmania owns

a 25 percentshareinajoint venture with
Shenhua Clean Energy Holdings, owned
by Shenhua Group and its subsidiary
Guohua Energy Investment Corporation.
The joint venture owns the Studland Bay
and Bluff Point Wind Farms (140 MW) at
Woolnorth in north-west Tasmania, and

in February 2013 assumed ownership
of the 168 MW Musselroe Wind Farmin
north-east Tasmania. Hydro Tasmania
provides services to assist in the operation
and maintenance of the wind farms for
thejointventure.

In addition, Hydro Tasmania owns assets
on King and Flinders Islands in Bass Strait.
These include the Huxley Hill Wind Farm
on King Island and two diesel power
stations (one at Currie on King Island

and one at Whitemark on Flinders Island)
and associated electricity distribution
networks. Hydro Tasmania is currently
constructing a new Remote Area Power
System (RAPS) on King Island, targeted
for completion in December 2013.

The project showcases the integration

of renewable and enabling technologies
with conventional fuel sources to

deliver low-cost, low-emission energy

to consumers in remote locations.

State of Tasmania

Hydro-Electric Corporation trading as Hydro Tasmania

100% owned or controlled entities:
AETV Pty Ltd

Bell Bay Three Pty Ltd

Bell Bay Power Pty Ltd

Entura Hydro Tasmania India Pvt Ltd
HT Wind Development Pty Ltd

HT Wind Operations Pty Ltd

Hydro Tasmania Consulting (Holding)
Pty Ltd

Hydro Tasmania Neusberg (Pty) Ltd
(92% owned entity)

Hydro Tasmania South Africa (Pty) Ltd
Lofty Ranges Power Pty Ltd
Momentum Energy Pty Ltd

RE Storage Project Holding Pty Ltd

50% joint ventures:

Cathedral Rocks Construction

and Management Pty Ltd
Integrated Energy Solutions Pty Ltd
RE Storage Pty Ltd

SA Water Corporation and
Lofty Ranges Power Pty Ltd
(unincorporated joint venture)

Figure 3: Hydro Tasmania’s ownership structure

Hydro
Tasmania

The power of natural thinking

Generating and trading wholesale
electricity, gas and environmental
energy products.

Generating electricity from hydro,
gas and wind to provide energy and
environmental products to back
retail sales.

rrmomentum

energy

Retailing electricity, gas and energy
services products to residential
customers, small and medium businesses
and commercial and industrial customers

in the national electricity and gas markets.

Providing Hydro Tasmania with
access to end users of electricity
and diversifying revenue sources.

25% joint ventures:

Woolnorth Wind Farm Holding Pty Ltd

Woolnorth JV subsidiary companies:
Musselroe Holdings Pty Ltd

Musselroe Wind Farm Pty Ltd
Woolnorth Bluff Point Wind Farm Pty Ltd

Woolnorth Studland Bay Wind Farm
Pty Ltd

Woolnorth Wind Farm Finance Holding
Pty Ltd

Woolnorth Wind Farm Finance Pty Ltd

The power of
natural thinking

entura

Hydro Tasmania

Providing expert power engineering,
renewable energy, water and
environmental solutions in Australia
and across the Pacific, Asia and
African regions.

Supporting the business through
providing services for asset
maintenance and new developments.

Hydro Tasmania Annual Report



Our operating environment

Hydro Tasmania is currently experiencing
a period of unprecedented financial
success, supported by the carbon price
introduced on 1 July 2012.In FY2012/13
our profit before fair value of $238 million
more than doubles our record result of
$100 million in the past two financial
years. We achieved our goal of BBB
financial strengthin 2012, three years
ahead of plan, and the sales target of

15 TWh was achieved this year, also
ahead of plan.

Our retail business Momentum Energy
continues to prosper. It is meeting
profitability targets on a steady growth
trajectory, a considerable achievementin
atough NEM environment. This success
has enabled the delivery of substantially
increased returns to the State of
Tasmania.

Our success has been supported by the
introduction of the price on carbon but
itis also sustained by our strategy to
maximise Hydro Tasmania's competitive
advantage as Australia’s largest clean
energy business, considerable efforts
to minimise costs to remain a low-cost
producer of electricity, and reductions
in capital expenditure while maintaining
an appropriate risk position for our
Tasmanian hydro assets.

Despite our recent success, the outlook
for Hydro Tasmania over the next several
years is challenging. There have been
significant changes in Hydro Tasmania'’s
operating environment over the past
year which will impact on future
profitability. The key factors affecting
Hydro Tasmania are:

« theuncertainty of carbon price
forecasts and the future legislative
framework

« the Tasmanian electricity supply
industry reforms, including the
transfer of the AETV assets and
wholesale pricing regulation

« areductionin NEM-wide demand for
electricity and a subdued demand
growth outlook, driven by increases in
energy efficiency and domestic solar
energy generation, and the impact of
global demand and the high Australian
dollar on key industries.

Hydro Tasmania Annual Report

o Enturaoperatesin the highly dynamic
national and international consulting
markets. Currently the national
consulting market is experiencing a
decline in demand which is impacting
on the Entura business, increasing the
need to diversify its income across
geographical and industry markets.

Our strategic direction: an
integrated energy business

To achieve our vision, the corporate
strategy is focused on strengthening

the business through consolidating our
position as an integrated energy business
in the national electricity and gas
markets. This mitigates the strategic risks
the business is exposed to, strengthens
our core positionin the market and
improves financial strength to increase
the quantum and stability of returns to
Government. Our BBB financial strength
rating continues to reflect an appropriate
level of balance sheet strength to enable
the business to compete effectivelyin
the market, and we will seek to maintain
BBB financial strength as a strategic
imperative.

Hydro Tasmania’s strategy has evolved
over the past year to adapt to the changed
operating environment and the outcomes
of the Tasmanian energy industry reform
process. While this evolution has taken
place in response to external factors, itis
also a natural extension of the evolution
of the business since entry into the NEM.
The connection of Basslink in 2006 placed
Hydro Tasmania squarely in the NEM and
fundamentally changed our risk profile.

Momentum Energy plays a crucial

role in achieving our strategic targets.
Our strategy requires mainland retail
growth to a more diversified customer
base and an alternative path to market
for electricity generated from Hydro
Tasmania's existing generation assets.
We will continue to pursue profitable and
sustainable growth in retail electricity
sales to support the achievement of our
strategy. Through Momentum and our
operations in the national electricity

and gas markets, we are creating value
for all Tasmanians. While Tasmania will
always be our main focus, diversifying our
revenue sources interstate reduces our

risk exposure. Momentum is therefore
a key risk mitigant for Hydro Tasmania,
helping to maintain stable dividend and
tax payments that the Government can
rely on.

As Momentum'’s retail sales continue

to grow interstate, we will look to
economically source Large-scale
Generation Certificates (LGCs) to satisfy
our obligations under the Large-scale
Renewable Energy Target. Hydro
Tasmania has a significant history in wind
development. Wind development not
only allows us to satisfy Momentum'’s
LGC requirements, but also creates
opportunities for our expertise in this
area to be utilised. We will continue to
pursue economic wind developments for
these reasons. The proposed TasWind
project on King Island provides an exciting
opportunity to develop further wind
generation and secure the required LGCs.

Enturais a key part of Hydro Tasmania.
Entura provides technical expertise

and skills for the ongoing maintenance,
upgrade and operation of our hydropower
assets and wind farm developments.

As a stand-alone business targeting
growthin new markets, it also contributes
to our overall profitability. Entura
provides employment for around

300 professionally skilled people,
exporting their skills around Australia

and overseas.

Hydro Tasmania also continues to pursue
the emerging opportunities in RAPS.

We see this as an excellent opportunity

for using our expertise in renewable
technologies and alleviating one of the
world’s great challenges — energy poverty.
The technological advancements we are
making to develop RAPS (for example
onKing Island) will cement our role as
Australia’s leading clean energy business.

The success of our business is underpinned
by our people, effective management of
our water resource and generation assets,
and the systems and processes in place

to support the operation of our

business. We are committed to making
improvements in each of these areas.



Key Performance Indicators

Key Performance Indicators for the
business for the next year are set out in
Table 1. The financial forecasts for Hydro
Tasmania are characterised by high
expectations for profitability inimmediate
years while the fixed carbon price
remains in place. The financial forecasts
also reflect the prescribed dividend
payout ratio of 70 per cent of underlying
profit after tax. Together with other
returns to Government this will assistin
delivering maximum returns to the State
of Tasmania over the forecast period,
making a substantial contribution to the
State Budget.

Directors’ Statement of Corporate Intent and Agreement
of Shareholding Ministers

Table 1: Key Performance Indicators and targets for FY2013/14

Key Performance Indicators Target FY2013/14

Financial indicators

Profit before fair value $223m
Non-financial indicators

Lost time injury 0

Employee engagement score? High performing benchmark

Stakeholder performance rating 80 per cent of stakeholders rate

performance as good or better

Returns to Government

Ordinary dividend $116m
Total other returns to Government $147m
Total returns to Government $263m

T Asmeasured by the staff survey conducted by Right Management. The survey measures how engaged
employees are across the Hydro Tasmania group and identifies strengths and areas forimprovement.

In signing this Statement of Corporate Intent, the Board of Hydro Tasmania commits to
the targets proposed for FY2013/14 on a best endeavours basis, subject to Section 24
of the GBE Act. The Board of Hydro Tasmania agrees to provide the Shareholding
Ministers with information on progress against the targets included in this Statement
of Corporate Intent, as required under the Reporting Guidelines.

This Statement of Corporate Intent has been agreed between:

-

] . .1
L e W
David Crean
Chairman

Hydro Tasmania On behalf of the Board

Original signed by

Lara Giddings MP
Treasurer

Bryan Green MP
Minister for Energy

Hydro Tasmania Annual Report



Chairman’s review

The 2012-13 financial year will go
down as one of the most eventful
and significantin our long history.

As the business prepares to recognise
and celebrate its centenary in 2014,

we recorded our most profitable year —
ayearinwhich the true value of the
State’s investment in renewable energy
was realised following the introduction
of a carbon price from 1 July 2012.

Notable events and milestones through
the yearincluded:

« generating under a carbon pricing
scheme that has seen arise in the
average wholesale price in the
National Electricity Market (NEM)

« participating in the implementation
of the outcomes of the Tasmanian
Government’s electricity reform
process

« continued growth of Momentum
Energy, our retail business

« pursuing opportunities to export
Tasmanian expertise through
our consulting business, Entura

¢ the construction of the Musselroe
Wind Farm

« completing the sell-down of 75 per
cent of our Tasmanian wind farms.

Financial

Hydro Tasmania delivered an operating
profit before fair value adjustments of
$238 million, the largest in our history and
more than double the previous record set
last year. This will see an expected return
to the Tasmanian Government during the
coming year of $263 million, including a
dividend of $116 million. This represents
more than 10 per cent of the Tasmanian
Government’s non-Commonwealth
revenue. During FY2012/13, the business
returned $125 million to Government,
including a dividend of $51 million.

Over the next two years Hydro Tasmania
expects to return more than $450 million
to the State. However, the outlook after
thatis challenging as aresult of arange
of factors, including a subdued wholesale
market for electricity driven, in part, by
reducing overall customer demand and
uncertainty around future carbon pricing
in Australia.
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Operating cash flows rose during the year
to $262 million, largely due to the impact
of a price on carbon as the business
reaped the benefit of carefully conserving
hydro storages in the previous year

to take advantage of the carbon uplift
inFY2012/13. As aresult of increased
generation, storages fell from 53.6 per cent
of fullenergy at 1 July 2012 to 32.8 per cent
at1July 2013. Subsequent above average
winter rains have seen storages increase
to 45 per cent by 1 September 2013.

Itis estimated that around $140 million
of the operating profit before fair value
adjustments results can be attributed

to the carbon price ($70 million) and
increased generation during the year.
This planned strategy also saw record
exports across Basslink with a net export
of 2040 GWh, the highest since the link
commenced operationin 2006.

Electricity reform

The Tasmanian Government’s electricity
supply industry reform was a key factor
for the business during the year with the
outcome of specific policy decisions,
combined with areduction in NEM-wide
demand for electricity and a subdued
demand growth outlook, expected to
impact on our future profitability.

The two key decisions were:

« thetransferto Hydro Tasmania on
1 June 2013 of the Tamar Valley
Power Station (TVPS), together with
gas contracts, from the state-owned
retail and distribution business Aurora
Energy. The big challenge for Hydro
Tasmania is to maximise the efficient
use of the TVPS and the associated gas
contracts while achieving efficiencies
through running the asset as part of the
Tasmanian hydro and wind portfolio.

« wholesaleregulation inrelation to
non-contestable customers ready
for new entrants to the Tasmanian
retail market. Hydro Tasmania will
be required to sell a defined suite of
contracts in Tasmania at a regulated
price. This will see prices calculated
by a transparent, rules-based method
that effectively links the prices of
all Tasmanian regulated wholesale
products to Victorian market prices.

Momentum Energy

Our retail arm continues to go from
strength to strength. Since it was
purchasedin 2009, Momentum's retail
volume hasincreased ten-fold and this year
it recorded a profit of more than $17 million.
Itis now a well-established and respected
entity in a highly competitive marketplace,
retailing in Victoria, New South Wales,
South Australia, the Australian Capital
Territory and Queensland employing

250 people throughout Australia, including
an outbound sales call centre in Tasmania
with a staff of 27.

Entura

Our consulting arm continues to make
inroads in the international market,
exporting Tasmanian expertise
throughout Asia and, in the last year,

as part of a successful consortium to
build a 10 MW run-of-river hydro project
onthe Orange Riverin South Africa.

Emerging opportunities in southern Africa
have seen the establishment of a small
office in Cape Town, South Africa. Entura
already has an office in New Delhiin India
and s looking to establish a Southeast
Asian office during FY2013/14.

Wind energy

Work on the $394 million, 168 MW
Musselroe Wind Farmin north-east
Tasmania was largely completed during
the year. The project employed around
200 people, the majority of them from
Tasmania, with over $60 million spent
onwork and services with Tasmanian
businesses. It also was warmly welcomed
and supported by the local community and
Hydro Tasmania was recognised nationally
forits community engagement around the
project, receiving an award from the Clean
Energy Council of Australiain July 2013.

Hydro Tasmania completed the

75 per cent sell-down of the wind farm

in February 2013. This followed a similar
sell-down of the Woolnorth Wind Farm

in north-west Tasmania, formalised in
February 2012. The business made the
strategic decision to reduce ownership of
the wind farms while taking a significant



“A year in which the true value
of the State’s investment
and renewable energy certificates. 1n renewable energy
We maintain a 25 per cent ownership .
through ajoint venture with Shenhua was reallsed”

Clean Energy Holdings, which owns the
remainder.

proportion of the energy off-take

We continue to investigate opportunities o ’:%I“Iw A
for wind development in Tasmania and ? *
mainland Australia and a feasibility
study is underway into a 600 MW

wind farm on King Island. TasWind,

as the projectis known, also involves a
high-voltage underwater cable across
Bass Strait to connect the wind farm

to the NEM. An extensive consultation
process was undertaken during the first
sixmonths of 2013 to inform the King
Island community about the proposal
and encourage debate, culminating

in a community survey in which

59 per cent of respondents on the island
indicated support for the project to go to
feasibility. The project will not proceed
to development without the ongoing
support of the King Island community.

Conclusion

Hydro Tasmania has come a long way
since disaggregation in 1998.

We are a far more commercial and
diversified business, committed to our
primary role as the power generator to
the Tasmanian community, growing
our opportunities interstate and
internationally while returning the
benefits to our ultimate owners —

the people of Tasmania.

We are Australia’s largest renewable
energy business and Australia’s largest
manager of water, supporting the

local economy while helping to build

a clean energy future in Australia and
internationally. We have a dedicated
workforce of around 1100 highly skilled
people who are committed to the
organisation and all that it represents.
And we have a hard-working Board that
diligently oversees the commercial and
prudential aspects of the business.

I would like to thank everyone involved
for their contribution to a very successful
year, including former CEO, Roy Adair,
who left the business on 30 June 2013.
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CEQO’s report

Hydro Tasmania had another successful
yearin a challenging operating
environment.

It was a year in which wind developments
took centre stage as the 168 MW
Musselroe Wind Farm was largely
completed. At the same time the business
led the way in community engagement
best practice across the industry as we
soughtlocal feedback and support as

part of our proposal to develop a 600 MW
wind farm on King Island.

Internally, we focused on building and
testing a business-wide upgrade of

our outdated information technology
systems, and we worked closely with the
Tasmanian Government on implementing
its reform of the State’s electricity sector.

Crucial to the success of the business
during this financial year was the
outstanding effort of our people across
all parts of the Hydro Tasmania group.
Their significant contribution drove the
business to achieve most of our strategic
and financial targets for the year and
laid the groundwork for meeting the
challenges ahead.

Performance

Overall group revenue exceeded

$1.5 billion thanks to a combination

of maximising the benefits of the carbon
price and a doubling of sales by our retail
business Momentum Energy.

Capital expenditure, excluding Musselroe,
was $136.8 million, a significant

increase on last year, and the result

of expenditure on our power station
modernisation program and the ongoing
implementation of our new IT system.
We spent $58 million on capital works

on hydro-generation assets; the Rowallan
Dam upgrade, the ongoing refurbishment
of Tungatinah and improvements at
Meadowbank Dam are key achievements.
A comprehensive capital programiisin
place for FY2013/14 as part of our rolling
ten-year asset management plan.
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As aresult of external factors such as
legislative changes and a softer outlook
for energy demand, the value of our total
assets at the end of FY2012/13 dropped to
$5.1 billion. However, the BBB credit rating
achieved last year was maintained.

Hydro Tasmania's debt at 30 June 2013
was $866 million. Excluding debt
associated with Aurora Energy’s gas
operations, which was transferred to
Hydro Tasmania on 1 June 2013, this
amounted to a core debt of $661 million,
which is the lowest debt level since the
business entered the NEM in 2005.

Community

We continued our focus onimproving
the way we communicate with our
stakeholders and the Tasmanian
community in particular.

Open and transparent consultation
was a key focus of the TasWind project
on King Island this year. TasWind was
formally announced in November 2012.

Hydro Tasmania undertook extensive
consultation with the King Island
community over a six-month period
because we wanted to ensure the
community was well informed about
what was being proposed prior to being
asked to support a feasibility study for
the project. Following a survey of the
community in June 2013 that showed
majority support, a staged feasibility
processis now under way with the
business committing to measuring
community support once again after
the feasibility study.

Another notable success during the
year was our Community Initiative.
This program has only been going for
ayear but already is making its mark.

A program highlight has been the success
of the employee volunteering program
which saw more than 20 per cent of our
staff in Tasmania helping grassroots
organisations deliver services across the
community. These included providing
professional expertise to not-for-profit
organisations, mentoring people
experiencing disadvantage, assisting in
the Bushfire Recovery program, working
as volunteer fire-fighters and ambulance
officers and helping Housing Tasmania
tenants reduce their electricity bills.

This work was highly commended at
the 2013 Hobart City Council Volunteer
Recognition Awards.

Environment

As part of our ongoing commitmenttoa
sustainable environment, we completed
aunique and innovative program to
rehabilitate a degraded environment at
one of our water assets. Lagoon of Islands
was dammed in 1964 to provide water
for downstreamirrigators. After further
constructioninthe areain the 1980s,

it soon became apparent the storage
had significant and ongoing water
quality problems.

A number of remedial actions failed

to provide a real solution, so the
business undertook a major project to
decommission the dam and rehabilitate
the lagoon to its natural state.
Decommissioning was completedin
April 2013 with the removal of the dam
infrastructure and the implementation
of a native vegetation replanting program.
Recent monitoring has shown the
restoration is working and water quality
isimproving.

Another significant milestone during the
year was achieved by the King Island
Renewable Energy Integration Project
(KIREIP) in June 2013. Diesel generators
were turned off and the King Island grid
ran on 100 per centrenewable energy
for sustained periods. The ultimate aim
of the projectis to reduce the cost of
providing power on the island but the
technology also has potential application
internationally in the area of remote and
off-grid renewable energy supply.



“We continued our focus on improving
the way we communicate with our
, stakeholders and the Tasmanian
Our people continue to demonstrate a

high level of professionalism and diligence community in particu]ar”
in all that they do. Despite the challenges

of the year, staff engagement remains
very high and above the benchmark for
high-performing organisations.

People

One area of concernis that six lost time
injuries were recorded during the year.
This constitutes a significant challenge

to the business if we are to build the type
of culture at Hydro Tasmania that reflects
our commitment to making safety our
top priority. The business will continue

to focus onimproving safety performance
in the coming year.

Centenary 2014

In conclusion itis timely to note that

as we prepare ourselves for another
challenging year, we will be celebrating
the centenary of Tasmanian Government
hydro development in October 2014.
This will be an opportunity to recognise
the people who have built the business
over the last 100 years and the strong
connection between our story and that
of the State’s development and the
Tasmanian community itself. It will also
be an opportunity to look to the future
and the opportunities that lie ahead for
Tasmania, the nation’s renewable energy
powerhouse.

We have begun planning a number of
events and initiatives to recognise this
connection and to provide the many
Tasmanians who are part of the Hydro,
either through employment or family,
with an opportunity to tell their story
and recognise this important milestone
in Tasmania’s history.

Stephen Davy was appointed Acting CEO

of Hydro Tasmania on 1 July 2013, following
the departure of Roy Adair. Mr Davy was
appointed CEO on 5 September 2013.
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Independent assurance statement

To the Board and Management
of Hydro Tasmania:

Hydro Tasmania commissioned Net
Balance Management Group Pty Ltd
(Net Balance) to provide independent
assurance over the sustainability
content of the 2013 Annual Report

(the Report). The Report presents Hydro
Tasmania's sustainability performance
over the period 1 July 2012 to 30 June
2013. Hydro Tasmania was responsible
for the preparation of the Report and
this statement presents our opinion

as independent assurance providers.
Net Balance’s responsibility in performing
its assurance activities is to the Board
and Management of Hydro Tasmaniain
accordance with the terms of reference
agreed with them. Other stakeholders
should perform their own due diligence
before taking any action as a result of
this statement.
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AA1000

Licensed Assurance Provider

000-1

Assurance Standard
and Objectives

The assurance engagement was
undertakenin accordance with
AccountAbility's AA1000 (2008)
Assurance Standard (AA1000AS).

This standard allows for the evaluation

of whether an organisation is responsible
for its management, performance and
reporting on sustainability issues.

This was undertaken by evaluating the
organisation’s adherence to the AA1000
AccountAbility Principles (2008) of:

Inclusivity: How does the organisation
include stakeholders in developing and
achieving an accountable and strategic
response to corporate responsibility
and sustainability?

Materiality: How does the organisation
include inits reporting the material
(mostimportant) information required
by its stakeholders to make informed
judgements, decisions and actions?

Responsiveness: How does the
organisation respond to stakeholder
concerns, policies and relevant standards
and adequately communicate thesein
itsreporting?

Assurance of the accuracy and quality

of selected sustainability performance
information was guided by the Australian
Standard on Assurance Engagements
ASAE3000 Assurance Engagements
other than Audits or Review of Historical
Financial Information (ASAE3000) issued
by the Australian Auditing and Assurance
Standards Board.

)13

A
netbalance”

Net Balance Management Group Pty Ltd

Level 4, 460 Bourke Street
Melbourne VIC 3000 Australia

T +61 3 8641 6400
F +61 3 9600 1295

E info@netbalance.com
W netbalance.com

Assurance Type, Level,
Scope and Limitations

Net Balance provided Type 2 moderate
level of assurance in accordance with the
AA1000AS. The review of adherence to
the Principles was undertaken using the
criteria outlined in the AA1000 Assurance
Principles Standard (2008), while
assessment of the accuracy and quality
of selected sustainability performance
information was guided by the ASAE3000.
Athird-party level check of the Report
against the Global Reporting Initiative
(GRI) G3.1 Guidelines was also provided.
The material issues that were the focus

of this engagement and the criteria used
during the assurance process included:



Table 2: Performance information selected for assurance (2013 data only)

Topic
Health, safety and wellbeing

Assessment criteria

GRI Indicators LA7, LA8. Australian
Standard AS 1885.

Report reference
Annualreport p. 75,79 and GRI Table

Employee attraction & retention

GRI Indicators: LA1, LA2, LA15, EU14.

Annual report p. 75, 76 and GRI Table

Environmental performance

GRI Indicator: EN14, EU6.

Annual report p. 52,54 and GRI Table

Scope 1 & Scope 2 greenhouse gas
emissions

GRI Indicators: EN3, EN4, EN16,
National Greenhouse and Energy
Reporting (Measurement)
Determination 2008 (as amended)

Annual report p. 62 and GRI Table

Customer satisfaction

AA1000 Principles of Inclusivity and
Responsiveness

Annualreport p. 41, 47

Community investment & engagement

GRI Indicator: EC1, SO1.

Annual report p. 66, 68

Compliance

GRI Indicators: SO8, EN28.

GRI Tablet

' Available on our website.

The assurance scope excluded the
following:

o The scope of work did not involve
assurance of financial data, other than
that relating to environmental, social
or broader economic performance
where applicable.

« The Hydro Tasmania head office
in Hobart, the Entura head office
in Cambridge and the Momentum
Energy head office in Melbourne
were visited as part of this assurance
engagement with any non-head office
data being reviewed remotely.

Assurance Methodology

The assurance engagement was
undertaken from July to September 2013,
and involved:

« Interviews with management
personnelincluding the Hydro
Tasmania acting CEQ, the Entura MD,
the Momentum MD and managers
responsible for oversight of strategic
planning, safety, humanresources,
environment, community, customer
and sustainability performance.

o Areview of the materiality process and
stakeholder engagement activities
undertaken by Hydro Tasmania during
the reporting period and how this
informs the sustainability strategies,
policies, objectives, management
systems, reporting procedures and
performance of the organisation.

o Interviews with key personnel
responsible for collating and writing
various parts of the Report to
substantiate the reliability of selected
claims.

« Areview of the content forany
significant omissions and anomalies,
particularly in relation to claims as well
as trends in data.

o Testing of alimited sample of selected
data points and statements and the
systems and processes that support
the information reported.

o AGlobal Reporting Initiative (GRI) G3.1
application level assessment.

Our Independence

Net Balance was not responsible

for preparing any part of the Report.
Net Balance had no other involvement
with Hydro Tasmania on any other
engagement during the reporting period.
Net Balance confirms that we are not
aware of any other issue that could
impair our objectivity in relation to this
assurance engagement. A copy of our
Independence Policy is available at
http://www.netbalance.com/services/
assurance.

Our Competency

The Hydro Tasmania assurance
engagement was carried out by an
experienced team of professionals led

by a Lead Sustainability Assurance
Practitioner (Lead CSAP), accredited by
AccountAbility in the UK. The project
included personnel with expertise in
environmental, social and economic
performance measurement across a
range of industry sectors. Net Balance is a
global leader in the use of AccountAbility's
AA1000AS, having undertaken over 200
assurance engagements in Australiain
the past six years. The project team also
has demonstrated experience in the
application of the ASAE3000.
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Findings and Conclusions

Adherence to AA1000
Principles

Inclusivity:

Hydro Tasmania was found to have a wide
variety of well-established mechanisms
that assist the business to engage with

its stakeholders. During the assurance
engagement, Net Balance focusedits
review of stakeholder engagement
practices in the areas of customers, the
community and employees. Inthe area
of customers, it was found that both
Enturaand Momentum had established
systems in place to proactively engage
with their customers. Both businesses
actively undertake customer engagement
and satisfaction surveys to assess their
performance and delivery of services.
With regard to the community, a review
of Hydro Tasmania’s approach to public
safety found that the business is engaging
with a wide variety of stakeholders on
asset safety and crisis management.

With regard to employee engagement,
the business ran a number of staff
workshops to drive engagement and to
allow for strategic input into the business.

Materiality:

Hydro Tasmania has a well-established
and documented process in place to
help the business identify its material
sustainability issues for reporting.

This process was improved this year
through the incorporation of additional
sources of stakeholder feedbackin the
areas of government engagement,
customer surveys, risk management
plans, and staff strategy workshop results.
These improvements have led to amore
comprehensive review of stakeholder
based materiality. The material issues
prioritised through this process were
found to be clearly linked to the business’
long term sustainability indicators

and targets. The report was found to
disclose performance information that
was reflective of the outcomes of the
materiality assessment.

Responsiveness:

Net Balance tested Hydro Tasmania’s
responsiveness to the management

of the selected material sustainability
issues through a series of interviews with
management, the review of management
systems and supporting documentation.
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It was noted that the business responded
to the recommendations from the
previous assurance engagement. This
response included the consideration of
additional stakeholder feedback sources
in the materiality process. It was also
noted that Entura had continued to
improve the application of formalised
assessments of external business
partners against the Sustainability Code.

The business was found to be actively
managing and responding to issues that
included industry reform, the impacts of
the carbon price and renewable energy
targets, energy affordability, community
engagement on large scale projects,
infrastructure safety and workplace
agreement negotiations. The assurance
process identified that the business was
engaged on both the challenges and
opportunities associated with each of
these issues. It was also found that there
were formal approaches in place to help the
business to respond in each of these areas.

Reliability of Performance Information

Based on the scope of the assurance
process, the following was observed with
regard to performance information:

« Thefindings of the assurance
engagement provide confidence in
the systems and processes used for
managing and reporting sustainability
performance information included
in the scope of this assurance
engagement.

« Thelevel of accuracy of sustainability
performance information was found
to be acceptable.

« Datatrails selected were identifiable
and traceable, and the personnel
responsible were able to reliably
demonstrate the origin and
interpretation of data.

« The GRIapplication level check found
that the reporting was classified as A+
inaccordance with the GRI 3.1.

Based on our assurance procedures,
nothing has come to our attention that
causes us to conclude that the selected
sustainability performance information
has not been prepared, in all material
respects, inaccordance with the criteria
as presentedin Table 2.

The Way Forward

Overall, itis Net Balance’s opinion

that nothing came to our attention to
indicate that the Report was not a fair
representation of Hydro Tasmania's
environmental, social and economic
performance during the reporting period.
To ensure Hydro Tasmania continues
toimprove, Net Balance has identified
the following recommendations for the
AA1000AS component of the assurance
engagement. These and other areas are
discussed in more detail in Net Balance’s
report to Hydro Tasmania’s Board and
Management.

A summary of these recommendations
include:

o Furtherimprovementinthe
materiality assessment process to
incorporate customer and supplier
feedback. Tailoring the materiality
assessment to better reflectissues
in each part of Hydro Tasmania’s,
Entura’s and Momentum'’s value
chainis also recommended.

« Further alignment of existing
stakeholder engagement practices
to assist with the identification of
material sustainability risks and
opportunities.

« Development of clearand
documented criteria for reporting
and the disclosure of sustainability
performance indicators.

« Consideration of how the new Global
Reporting Initiative G4 guidelines
apply to reporting practices and
performance indicators.

On behalf of the assurance team
30 September 2013

Kirsten Simpson

Associate Director & Lead CSAP
(AccountAbility UK)

Net Balance, Melbourne

AA1000

Licensed Assurance Provider
000-1
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Long-term Sustainability Indicators (LSI)

Long-term
business value

We make sound
commercial

and investment
decisionsin our
chosen markets,
to deliver long-
term business
value and meet
shareholder
expectations.

Shareholder  Grow shareholder equity  Shareholder equity as at Hydro Tasmania is able to
equity totarget by 2017 from 30 June 2013 was $1.81b. achieve this target dependent
$2.01bin 2011. Positive earningsin upon the outcome of the capital
FY2012/13 were offset by structure review of Tasmanian
impairments of the AETV Government-owned energy
assets (transferred to Hydro businesses that is scheduled
Tasmaniaon1June 2013)and tooccurin FY2013/14.
Hydro Tasmania’s generation
assets, and the receipt of
$205m of AETV-related debt,
resulting in areductionin
net equity.
Creditrating  Maintain BBB financial Achieved BBB financial Hydro Tasmania’s financial
strength. strengthin FY2012/13%, strategy remains focused on
three years ahead of target. the goal of maintaining BBB
financial strength in order to
be a sustainable business and
to provide strong and reliable
returns to Government.
The achievement of this
targetis also dependent upon
the outcome of the capital
structure review of Tasmanian
Government-owned energy
businesses thatis scheduled
tooccurin FY2013/14.
Total Deliver targetedreturns  Returns to Government for Forecast returns to Government
returns to to Government over FY2012/13 were $125.6m. have fallen as the energy and
Government  FY2012/13-FY2016/17. carbon price outlooks have

softened. However Hydro
Tasmania still expects to make
asignificant contribution to the
Tasmanian Government over
FY2012/13-FY2016/17.

Momentum Energy will drive
Hydro Tasmania’s profitability
in the later years of this period.

Projected returns to Government
for FY2013/14 are $263m.

* As assessed by Tasmanian Public Finance Corporation (TASCORP).
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Low cost provider Base Reduce base operating Base operating expenses Progressing as expected with
of supply operating expenses to budget for FY2012/13 were the aim to reduce operating
We leverage expenses target?. $125.4m, which equates expenses in real terms.

s law-caisen t0 $119.4m in real terms

generation or $11.60 per megawatt

and competitive hour of generation.

customer focus Cost- Ensure InFY2012/13 sales growth In order to facilitate continued
to createvalue for competitive  cost-competitive was backed using wholesale profitable retail growth, Hydro
our shareholders,  supplyto supply to back financial products and Tasmania must secure access
the people of back retail sales growth. options. Together with to cost-competitive sources of
Tasmania. load growth existing generation capacity electricity and LGCs through

this enabled us to meet

a combination of wholesale

our sales targets.

financial contracts and access

to physical generation. While
not yet profitable, AETV further
diversifies Hydro Tasmania’s

fuel sources and generation
technology, and provides us with
access to gas generation output
inamainland NEM region.

2 Base operating expensesis all Hydro Tasmania group operating expenses excluding AETV-related expenses, transmission charges, NEM and Basslink expenses,
operating costs of Entura, Momentum Energy and Bass Strait islands, and the provision of services to wind investments.

Hydro Tasmania’s economic outlook
over coming yearsis one of great
contrast. The FY2012/13 and FY2013/14
financial years will see Hydro Tasmania
enjoy unprecedented financial success,
supported by the fixed carbon price.
However the outlook for later years is
particularly challenging, with current
levels of profitability not expected to last.

The nature of Hydro Tasmania’s business
means that there will be fluctuations

in profitability driven primarily by
exposure to the risks inherent in the small
Tasmanian market, uncertain rainfall,
changes in government policy and the
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risks associated with being a merchant
participantin the National Electricity
Market (NEM).

Hydro Tasmania’s strategy is designed
to minimise the impact of these sources
of volatility on our financial performance
and returns to Government. Hydro
Tasmania has undertaken substantial
efforts to increase the profitability and
sustainability of the business in recent
years to improve its resilience to changes
in the operating environment, including
diversifying revenue streams, reducing
exposure to the wholesale market
through growth inretail sales and

seeking to systematically reduce our
operating cost base.

The foundation of Hydro Tasmania is
the generation and trading of wholesale
electricity and environmental energy
products. We also retail electricity and
gas to small and medium businesses and
commercial industrial customersin the
NEM. Hydro, gas and wind generation
provide energy to back wholesale and
retail sales, and retail activity provides
adiversified source of revenue outside
Tasmania.



Hydro Tasmania’s natural competitive
advantage in a carbon-constrained
economy, combined with our well-
executed strategy, has provided the
opportunity to achieve a considerable
upliftinreturns for our ultimate owners—
the people of Tasmania—in FY2012/13
and FY2013/14.

Hydro Tasmania delivered arecord
operating profit before fair value and
impairment charges of $238 million

in FY2012/13, more than double the
previous record, and the third consecutive
year in which we have generated an
operating profit in excess of $100 million.
Supported by the fixed carbon price,
FY2013/14 is expected to produce a
similar result with a forecast profit of
$223.3 million, and forecast returns to
the State Budget of $264.5 million?.

Total returns to Government for FY2012/13
totalled $125.6 million, an increase of

$9.7 million from FY2011/12. Included

in the total returns to Government was

a dividend payment of $50.7 million.

During FY2012/13, Hydro Tasmania
continued construction of the Musselroe
Wind Farm. Part of the way through
construction, in February 2013, Hydro
Tasmania completed a transaction to
project finance the project, and sell it to
the Woolnorth Wind Farm joint venture,
while continuing to act as engineering,
procurement and construction (EPC)
contractor for the project. The total value
of the EPC contract is approximately

$350 million. Hydro Tasmania retains a
25 per centinterest in the Musselroe Wind
Farm though the Woolnorth joint venture.

Operating cash flows rose significantly

in FY2012/13, more than doubling

to $262 million (from $107 million in
FY2011/12). As with the net profit, this
was predominantly driven by an increase
in power prices resulting from the fixed
carbon price, and increased generation.
Capital expendituresin FY2012/13,
excluding Musselroe construction,

were $136.8 million, 90 per cent higher
thanin FY2011/12 ($71.6 million,
excluding Musselroe), as a result of
increased expenditure on power station
modernisation and ongoing expenditure
onimplementation of financial and

Table 3: Financial results

Profit before fair value, 38.1 729 100.0 1034 237.7
impairment and tax

Profit/(loss) before tax 4179 332.1 216.4 17.82 (248.5)2
Cash flow from 43.8 178.0 160.8 107.3 261.5
operating activities

Net debt 904 863 964 857 866
Weighted average 6.62% 6.98% 7.18% 7.08% 6.88%
cost of debt

Capital expenditure 81.2 95.5 64.3 186.1 164.0
Other expansion and 17.8 345 0 1144 0
acquisitions

Total assets 5213 5129 5507 5805 5123

*  Profitbefore taxin 2012 and 2013 have been adversely impacted by movements in the fair value of energy
derivatives, and in 2013, by the impairment of generation assets. For further information refer to note 3

tothe financial report.

Significant debtincrease is because of the acquisition of $143.7 million of Roaring 40s’ debt following

the end of the joint venture with the CLP Group.

Table 4: Cash returns to Government

Government guarantee fee 4.5 4.9 6.6 8.7 8.6
Income tax equivalent 0 0 16.2 54.8 52.8
Ordinary dividend 0 53 25.5 49.0 50.7
Special dividend 0 0 0 0 0
Rates equivalent 2.8 3.01 3.3 3.5 3.6
Total returns 7.3 133 51.7 116.0* 115.7

* Excluding stamp duty of $9.9 million.

operating information technology
systems. As aresult of the large increase
in operating cash flows, free cash flows
for the business increased significantly
in FY2012/13, rising to $120 million from
anegativeresultin FY2011/12.

As aresult of animpairment of Hydro
Tasmania's generation assets—due
mostly to amendments to the Clean
Energy Legislation, and a softer outlook
for energy demand—total assets at the
end of FY2012/13 were $5.1 billion,
down from $5.8 billion in FY2011/12.

The BBB credit rating achieved last year
was maintained in FY2012/13, supported

by strong cash flows and prudent debt
management, which reduced core debt
to $661 million at 30 June 2013, excluding
debt acquired with AETV, the lowest level
of debt since Hydro Tasmania entered
the NEM.

With the transfer of the AETV gas
operations to Hydro Tasmania on
1June 2013 we are now responsible

for the management of gas supply to
gas-fired power stations at Tamar Valley
and Bairnsdale (Victoria).

2 Dividend and tax payments relate to the previous
year'sresults.
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In addition, Hydro Tasmania manages
gas supply to a number of wholesale
customers in both Tasmania and Victoria
and trades gas in the Victorian Declared
Wholesale Gas Market. Hydro Tasmania
is actively exploring arange of
opportunities to maximise the value of
the gas portfolio transferred from AETV.
We will be establishing a gas retailing
business within Momentum Energy to

Despite a lack of growth in wholesale
electricity prices, end prices to electricity
customers across the NEM have risen
inrecentyearsas aresult of increasing
network costs, high wholesale energy
costallowances inregulated tariffs, the
impact of the price on carbon, and, to
alesser extent, the renewable energy
target. In an effort to drive efficienciesin
the retail sector that may act to reduce

Mal Bransden, Tony Cliffo and Marcus Greenwood in the Tamar Valley Power Station control room

provide additional options for selling gas
to customers on the mainland.

The outlook for Hydro Tasmania appears
challenging. Subdued demand growth
forecasts are likely to result in relatively
flat energy price projections. In addition,
the outlook for carbon pricing has
moderated significantly following the
Australian Government’s removal of the

further price increases, the Tasmanian
Government is transitioning to full retail
competition for all households and small
businesses. As part of the reforms, the
price Hydro Tasmania receives from
Tasmanian small customers will also be
linked to Victorian market prices. Based
on current market prices, this change is
forecast to significantly reduce the price
that we receive on this portion of our load.
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carbon price floor for FY2015/16 and
FY2016/17, and ongoing uncertainty
regarding the status of the fixed carbon
price in FY2014/15. Hydro Tasmania’s
forecast financial performance will also be
affected by changes to wholesale pricing
regulation and the transfer of the AETV
assets, stemming from the Tasmanian
Electricity Supply Industry reforms.

We continue to focus on operating the
business with the lowest sustainable cost
base. This will position Hydro Tasmania to
compete effectively in the market, assist
in mitigating the financial stresses of the
challenging outlook and further assist in
achieving the Government's objective

for the lowest sustainable electricity bills
for Tasmanians.



Musselroe Wind Farm

During FY2012/13, the joint venture
between Hydro Tasmania and leading
Chinese renewable energy business
Shenhua Clean Energy Holdings

Pty Ltd (SCE) was extended to include
the $394 million Musselroe Wind Farmin
north-east Tasmania. The joint venture
extended the existing arrangements
between Hydro Tasmania and SCE
that involve the joint ownership of the
Woolnorth wind farms (Bluff Point and
Studland Bay) in north-west Tasmania.

SCE has takena 75 per cent share in

the 168 MW Musselroe Wind Farm and
Hydro Tasmania retains the remaining

25 per cent share. SCE paid $89 million for
the share. The Share Subscription and Sale
Deed was signed by the Hydro Tasmania
CEO and witnessed by the Tasmanian
Premier in Beijing on 12 September 2012.
The transaction reached financial close

on 5 February 2013.

Hydro Tasmania was acknowledged
by industry peers for the community
engagement aspect of the Musselroe
project, winning the Clean Energy
Council's Community Engagement
Award in July 2013 (read more on
page71).

The Musselroe Wind Farm began
generating into the Tasmanian grid at the
end of April 2013. It continues to provide
economic benefit to the north-east of the
State through job creation and flow-on
effects to local communities.

TasWind

Hydro Tasmania is also assessing
TasWind, a concept for a wind farm

in suitable areas of King Island and a
high-voltage underwater cable across
Bass Strait to connect the wind farm

to the NEM. A pre-feasibility study of

the TasWind concept during 2012 and
2013 included intensive community
engagement culminating ina community
survey to measure support for proceeding
to feasibility in June 2013. Fifty-nine per
cent of respondents indicated support for
afeasibility study on the TasWind project.

l 't.to.eétablish Jjoint ownership, management and operation of the Musselroe
Wind Farm between Hydro Tasmania and Shenhua Clean Energy Holdings

Hydro Tasmania's Board unanimously
decided that the feasibility study

should proceed, butin a careful manner
that is sensitive to the concerns of the
community. From our consultation
process we understand that the principal
concern of the community is the visual
impact of the wind farm, closely followed
by noise and healthimpact concerns.
Consequently, the first stage of the
feasibility process will focus on these
specific areas rather than on a broad
front of activities.

Bluff Point and Studland
Bay Wind Farms

The Bluff Point and Studland Bay

Wind Farms continue to provide

positive benefits to Tasmania and the
environment by producing (in 2012)

459 GWh of renewable energy, enough
to supply electricity to 65 000 average
households and abating approximately
600 000 tonnes of carbon dioxide. For the
period 2010-2012 the wind farms have

produced 1378 GWh of energy, displacing

1.8 million tonnes of carbon dioxide (that
would have been produced by other
forms of electricity generation).
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Other opportunities

In April 2013 Hydro Tasmania and the
Shenhua Group signed a strategic
cooperation agreement that will guide
the two businesses as they work on plans
to develop, build and operate 700 MW of
wind farms (in addition to the Musselroe
and Woolnorth Wind Farms) in Australia
by 2020, with a total estimated
investment of $1.6 billion.

This strategic agreement builds upon the
excellent relationship that has developed
between Hydro Tasmania and Shenhua
over the past few years, with respect to
Australian wind farm development.

Hydro Tasmania continues to
independently investigate and assess
wind farm development opportunities
across Australia.
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The need to improve Hydro Tasmania’s
core business processes was identified in
2010 when existing information technology
systems were found to be outdated.

The unacceptable level of risk posed by
the outdated systems and the challenges
for meeting strategic objectives prompted
us to implement an Enterprise Resource
Planning system using SAP software.

The business drivers for the change were
to mitigate operational and compliance
risks associated with fragmented business
processes and systems. The change will
establish consistent systems, processes
and skills to support Hydro Tasmania's
vision for the future.

The new SAP system and processes are
known throughout the Hydro Tasmania
group as ‘mysap’ and apply to the business
areas of finance, human resources, payroll,
procurement and supply chain, assets,
projects, governance, risk and compliance.
Benefits from the application of mysap are
expected to flow from system and process
efficiencies and reduced and avoided
costs from integration across the Hydro
Tasmania group. Building and testing
mysap beganin the 2012/13 financial
year and the first stage was released

on 1 July 2013 on time and on budget.

The complete mysap is expected to

be implemented by early 2014.



Long-term Sustainability Indicators (LSI)

Sustainability Indicator Target FY2016/17 Performancein FY2012/13 Expectations/plans

code principle for the future
Risk/Governance Risk Operational and strategic  Hydro Tasmania'’s risk Areview of the IBRM framework
processes exposure risks are assessed register has been continually  isbeing undertakenandis

We make our against the business'’s updated during FY2012/13in  expected to be implemented
decisions within risk management alignment with the Integrated by the end of 2013.
comprehensive frameworks and reviewed Business Risk Management

governance and onaregularbasis. (IBRM) framework. Risk

risk management

register reports have been

frameworks presented to Hydro Tasmania's
while seeking Executive Leadership Team
to continually on several occasions and to
improve our each Business Risk Committee
business meeting. Furthermore,
processes. Hydro Tasmania’s risk

appetite statement has been

developed.
Compliance Compliance  Compliance risk Recommendations arising The new compliance framework
We make ethical risk minimised in accordance  from areview of our will be completedin the
decisions with our compliance compliance regulatory second half of 2013, and we
by applying standard which outlines ~ framework have been mapped  will commence operation of
our values, Hydro Tasmania’s into a management-approved  our new compliance software
sustainability compliance program. action plan with periodic system to enable fuller

principles and
code of ethics,
complying

with relevant
legislation and
delivering on our
commitments.

progress reports to the Audit embedding of compliance
Committee. Completed across our business.
actions are helping to further

embed compliance across

the business.

We are preparing to transition
to our new compliance
software system as part of our
broader business-wide process
improvement project (mysap).

Hydro Tasmania's corporate governance
is strongly supported by our Sustainability
Code, Code of Ethics, policy framework,
Assurance Policy, and by the Guidelines
for Tasmanian Government Businesses
Corporate Governance Principles, issued
under the GBE Act.

Electricity industry reforms

The Tasmanian Government initiated a
reform of the Tasmanian electricity supply
industry following the 2012 review of the
industry by the Tasmanian Electricity
Supply Industry Expert Panel. This reform
will have a material impact on Hydro
Tasmania's business.

The key aims of the Government’s reforms
are to introduce choice in electricity
retailing for all customers and to simplify
and increase the efficiency of the portfolio

of electricity businesses owned by the The electricity reforms have broad-
Government. The four policy objectives ranging implications for the Hydro

that underpin the electricity reform Tasmania business. The following key
package are: features of the reform package will have

1. lowest sustainable electricity bills directimpacts on Hydro Tasmania:

the introduction of full retail

2. long-term safe, secure and reliable -
competition

supplies of electricity

« independentregulation of Hydro
Tasmania's wholesale contract market
activities by the Tasmanian Economic
Regulator

3. maximise the value of Tasmania’s
low carbon advantage and the brand
benefits of clean Tasmanian electricity

4. financially viable State-owned
electricity businesses that run
efficiently and effectively and
maximise the overall economic
benefit to Tasmania.

« thetransfer of Aurora Energy Tamar
Valley Pty Ltd (including the TVPS)
and Aurora’s mainland gas and
electricity business to Hydro
Tasmaniaon 1 June 2013.

Hydro Tasmania is supportive of these

policy objectives and over the reporting

year we have been working closely with

the Government to help facilitate the

implementation of the reforms.
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Wholesale contract market
price regulation and full
retail competition

The introduction of wholesale price
regulation and full retail competition
will require Hydro Tasmania to offer
contracts to retailers under a regulated
framework. This framework will also allow
opportunities for unregulated bilateral
contracting should parties choose.
The wholesale regulation framework
and methodology has been developed
by the Department of Treasury and
Finance in conjunction with external
expert consultants and appropriate
input from Hydro Tasmania.

Shareholder engagement

Appropriate and positive shareholder
engagement remains vital to the successful
operation of the Hydro Tasmania business.
Over FY2012/13 substantial interaction has
focused on the energy reform process

(see previous page).

The State Government’s focus on
governance arrangements has also
continued from FY2011/12. Hydro
Tasmania’s Ministerial Charter has
been updated to ensure consistency
with the Government’s Principles

for Strengthening the Oversight and
Governance of Government Businesses
and reflects changes as aresult of the
Tasmanian energy reforms.

Technology and systems

The workforce of the Hydro Tasmania
group is increasingly mobile and
collaborative and benefits from increased
use of cloud services and the devices

that access them, such as iPads and

smart phones. Alongside this greater
flexibility and potentially lower cost are
risks around placing significant amounts
of business-sensitive information in

the hands of an external third party.

We are addressing these risks through
development of a framework for

security and usability based on Australian
Government and other best-practice
frameworks. As scenarios arise that require
cloud services or mobile devices they will
be reviewed relative to the framework,
including factors such as work-life balance.

The mysap project addresses systems in
the core corporate environment, however
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there is a separate critical operational
technology infrastructure for power
station control, data gathering, historical
data management, power and gas trading
as well as other operational functions.
These systems which can affect and
monitor the real world are needed not
only for good decision-making but are
also core to the production of electricity.
Amajorreview is currently underway to
develop a strategy to ensure the systems
continue to operate in an efficient and
cost-effective manner.

Enhancing our compliance
framework

In 2012, Hydro Tasmania sought an
external review of our compliance
framework. The review, which concluded
in October 2012, identified that the
framework was generally consistent

ania’s Helen Locher, Principal Consultant Sustainability,
ydropower Association’s World Congress in May 2013

with the Australian Standard, but also
identified opportunities to improve the
framework such as the development
of business unit compliance plans and
internal forums.

As aresult of the review, we have
developed an action plan which

is currently being implemented.

Part of the action plan is integrating
compliance processes with Hydro
Tasmania's new end-to-end system
(mysap). Existing compliance data have
been prepared and migrated to the new
system to ensure more robust processes,
for example incident and breach reporting
processes. The aim of this work is to
increase alignment betweenrisk and
compliance, improve internal processes
and reduce duplication where possible.

It also helps further embed compliance
across the business.



Transfer of wholesale and generation assets
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Welcoming employees of the Tamar Valley Power Station to Hydro Tasmania

A key part of the Tasmanian Government’s energy reform process,
the transfer of Aurora Energy’s wholesale and generation assets,
has represented a significant undertaking for our business.

The process has required extensive
legal, regulatory, human resources,
technical and organisational effort.
On 1 June 2013 that effort was
rewarded with the smooth transfer

of the majority of the assets including
the TVPS and its employees.

Some additional assets will be
transferred in the new financial year.

The TVPS employs 32 people who
live and work across the Tamar Valley
region of northern Tasmania, and who

are now part of the broader Hydro
Tasmania workforce.

We continue to work on integration
of the TVPS and associated assets
with the existing business in order
to ensure we are able to realise the
potential benefits of the transfer

from an overall portfolio perspective.

One option being explored is the sale
of gas to retail customers in Victoria
through Momentum Energy.

Upon the transfer of the TVPS and
associated assets, Hydro Tasmania
recorded a $335 million impairment.
Hydro Tasmania has also assumed
adebt position of $205 million as a
result of the transfer. The Government
has committed to reviewing capital
structure in FY2013/14 to assess the
sustainability of Hydro Tasmania's
balance sheet. This may resultin an
equity injection to retire a portion

of debt.
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The Board

i s

David Crean — Director

David Crean was appointed a director

of the Hydro-Electric Corporation on

12 July 2004 and Chair on 27 September
2004. Dr Crean was Treasurer of the
State of Tasmania from August 1998
until his retirement from the position in
February 2004. He was also Minister for
Employment from July 2002 to February
2004, Member of the Legislative Council
from 1992 to May 2004, and a Member
of the House of Assembly between 1989
and 1992. From 1993 to 1998 he held
Shadow Portfolios of State Development,
Public Sector Management, Finance and
Treasury. Prior to 1993 he was in private
medical practice for 10 years. He holds
Bachelor of Medicine and Bachelor of

Surgery degrees from Monash University.
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The Hydro Tasmania Board. Standing: Tessa Jakszewicz, Grant Every-Burns. Seated: Stan Kalinko, David Crean, Janine Healey and Saul Eslake. Absent: Roy Adair

Roy Adair — Director

Roy Adair was appointed as CEQ, and to
the Board, of Hydro Tasmania on 21 June
2010. Mr Adair left Hydro Tasmania on
30 June 2013. Prior to his appointment
he had been Chief Executive of Senoko
Power, Singapore's largest electricity
generator and retailer for six years

and led the transformation of that
business. A graduate economist and
qualified accountant, he has extensive
international experience in running
electricity businesses in merchant risk
environments. A former Director with
Coopers & Lybrand, he was actively
involved in the liberalisation of the
United Kingdom electricity supply
industry from where he joined PowerGen,
one of the two major British generators.
He held a number of senior management
positions with PowerGen, including
Managing Director of PowerGen
Renewables, and became Chief Executive
of Yallourn Energy in 1996 following the
successful acquisition of this Australian
energy company by the PowerGen-led
consortium.

Saul Eslake — Director

Saul Eslake was appointed to the Hydro
Tasmania Board on 19 March 2008.

Mr Eslake is the Chief Economist at the
Bank of America Merrill Lynch Australia.
Prior to taking up this role he was a
Program Director at the Grattan Institute.
He was previously Chief Economist

of Australia & New Zealand Banking
Group (ANZ) for 14 years to July 2009.

Mr Eslake is a member of the Australian
Government’s National Housing Supply
Council. Mr Eslake was formerly the

Chair of the Tasmanian Arts Advisory
Board. He holds an Honours degree

in Economics from the University of
Tasmania, a Graduate Diplomain Applied
Finance and Investment, and has
completed the Senior Executive Program
at the Columbia University Graduate
School of Business in New York. Mr Eslake
isa Senior Fellow of the Financial Services
Institute of Australiaand a member of the
Australian Institute of Company Directors.



Grant Every-Burns —
Director

Grant Every-Burns was appointed

to the Board of Hydro Tasmania on

27 August 2012, Mr Every-Burns brings
more than 40 years of experience in the
operation and maintenance of large power
generation facilities. From 1996 to 2011
he was Chief Executive and Managing
Director of Macquarie Generation, the
nation’s largest producer of electricity

in that period. He has previously held
directorships of the National Safety
Council of Australia and the Energy
Association of Australia. Mr Every-Burns
holds an Honours degree in Electrical
Engineering andis a fellow of the
Australian Institute of Company Directors.

Janine Healey — Director

Ms Healey was appointed to the Board on
9 September 2002. Currently a Chartered
Accountant with Ruddicks (Launceston,
Tasmania), Ms Healey has wide-ranging
commercial experience, particularly in
the areas of commercial taxation advice,
business structures, planning and cash
flow management. Ms Healey has a strong
history of community and commercial
involvementin Tasmania which includes
serving as the President of the Launceston
Chamber of Commerce, State Divisional
Council of the Australian Institute of
Company Directors, Treasurer of
Harvest Launceston, University of
Tasmania Council Audit and Finance
Committee (including a term as Chair),
Director of the Female Factory Historic
Site in Hobart and Director and Chair

of the Audit Committee of the Port

of Launceston Pty Ltd. Janine was
appointed as a Board member of the
Tasmanian Electronic Commerce

Centre Pty Ltd (ajoint venture between
the Government of Tasmania and the
University of Tasmania) during
December 2006 (resigned July 2012).
Sheis a Chartered Tax Advisor,a member
of the Australian Institute of Company
Directors and a Fellow of the Institute

of Chartered Accountants.

Tessa Jakszewicz — Director

Tessa Jakszewicz was appointed to the
Board of Hydro Tasmania on 27 August
2012. Ms Jakszewicz is CEO of Landcare
Australia Limited, an organisation

which promotes the care of our natural
environment by community groups. In this
capacity she plays alead role in promoting
the Landcare brand and developing
corporate partnerships. Prior to this she
was Deputy CEO at the Antarctic Climate
and Ecosystems Cooperative Research
Centre and previously a General Manager
at Telstra. Ms Jakszewicz has a Master of
Business Administration from Macquarie
University, a Master of Science from

the University of Bath and a Bachelor of
Science with Honours from the University
of Sheffield. She is a fellow of the Australian
Institute of Company Directors and

brings to Hydro Tasmania wide-ranging
commercial experience predominantly

in general management, marketing and
business development roles.

Stan Kalinko — Director

Stan Kalinko was appointed to the Board
on 25 June 2007. He has been a director
of companies for many years, and,

since his retirement fromlaw on

30 June 2007, his main occupation has
been as adirector serving on the Boards
of FSA Group Limited (a public listed
company), Indigenous Community
Volunteers Limited, Seisia Enterprises
Pty Ltd and the Central Synagogue.

Mr Kalinko practised law for more than
30 years and was a merchant banker for
6 years. He has a Bachelor of Commerce,
a Bachelor of Laws and a Higher Diploma
in Tax. Mr Kalinko is an accredited
mediator and a fellow of the Australian
Institute of Company Directors.

Table 5: Board committee membership at 30 June 2013

Audit Business Risk

committee

committee

Janine Healey* David Crean*

Corporate
Governance
committee

David Crean*

Human Resources
& Remuneration
committee

Stan Kalinko*

Sustainability
committee

Stan Kalinko*

David Crean Roy Adair Roy Adair Roy Adair David Crean
Saul Eslake Saul Eslake Stan Kalinko Tessa Janine Healey
Jakszewicz
Vacant Janine Healey Tessa Roy Adair
Jakszewicz

Grant Every-Burns

*Committee Chair.

Table 6: Directors’ attendance at Board and committee meetings during FY2012/13

E = - 3 E g
25— s | 29 $e |5 £¢| S%g
29 % 2 @ ] % s g = 3 Q52
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DFE | =E 8E | SSE|S ®E|E35E
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@& E =S @ S Sus [GGas| xS
A B A B A B A B A B A B
David Crean 13 13 6 4% 3 3 1 1 5 3%
Saul Eslake 13 12 6 6 3 3
JanineHealey 13 12* 6 6 3 3 5 4
Stan Kalinko 13 12~ 1 2 5 4
Roy Adair 13 10 3 3 1 1 2 2 5 3%
Tessa 10 10 (I
Jakszewicz
Grant Every-
Y10 10 33
Burns
Notes:
A =Maximum number of meetings the director could have attended
B = Number of meetings attended
*  Leave of absence granted
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T The Hydro Tasmania Executive Leadership Team. From left: Lance Balcombe, Alan Evans, Stephen Bendeich, Tammy Chu,
: Evangelista Albertini, Miles Smith, Kate Gillies, Stephen Davy, Nigel Clark and Andrew Catchpole

Business Development
Director, Miles Smith

The Business Development teamis
responsible for investigating emerging
business opportunities in line with
Hydro Tasmania’s strategy. It is also
responsible for delivering projects

that realise these opportunities and
managing investments. It facilitates the
research and development program that
investigates both renewable technologies
and methods to improve the use of
Hydro Tasmania’s water resources.

It collaborates with teams across the
business to build cross-functional

teams containing people with the best
experience and expertise to deliver
specific projects.

36  Hydro Tasmania Annual Report 20

Commercial
Chief Commercial Officer, Stephen Davy

The Commercial team markets and
trades Hydro Tasmania's renewable
and gas-fired generation portfolio in
the NEM and manages water storages.
It meets the needs of Hydro Tasmania's
and Momentum Energy'’s customers
for energy contracts and renewable
energy products, and plans for future
requirements for retail electricity and
oversees other product sales.

Stephen Davy was appointed Acting
CEO of Hydro Tasmaniaon 1 July 2013
and appointed CEO on 5 September.
Appointment to the position of Chief
Commercial Officer is pending.

Corporate Services
Director, Andrew Catchpole

The Corporate Services team supports
the delivery of energy and consulting
products and services and promotes
Hydro Tasmania’s brand. It supports
delivery by using a shared services model
with internal customers to efficiently
deliver information systems and
management, human resources functions
that attract, retain and develop our
people, safety and environment systems,
procurement, fleet management and
office support. Corporate Services
promotes Hydro Tasmania’s brand and
profile as Australia’s leading clean energy
business through communications,
marketing and community engagement.



Entura

Managing Director, Tammy Chu

Enturais Hydro Tasmania’s international
consulting business. As aleading
consultancy, Entura works with clientsin
Tasmania, nationally and internationally
to deliver a full range of consulting
services related to planning, designing,
constructing, operating and maintaining
allkinds of energy and water projects.
Entura’s areas of expertise include
renewable energy, power engineering,
hydropower, water infrastructure and
water and environmental management
and planning.

Finance and Risk

Chief Financial Officer, Lance Balcombe

The Finance and Risk team provides
financial, commercial and financial
planning analysis across the Hydro
Tasmania group to assist in building
the financial strength and flexibility
of the business.

The team leads business and trading

risk management, project and financial
structuring, treasury and business
financing for Hydro Tasmania'’s full
investment portfolio. It oversees capital
allocation for the business as well as
incorporating internal audit. The Finance
and Risk team is also responsible for the
organisation’s management and financial
reporting.

Legal Regulation
and Compliance
General Counsel, Stephen Bendeich

The Legal Regulation and Compliance
team provides legal, market regulatory
and compliance support across the
business. The team provides legal
advice on operational, transactional
and project-related matters. It provides
advice to the business on market
regulatory matters and manages
dealings with regulators. The team is
also responsible for overseeing Hydro
Tasmania's compliance processes.

Momentum Energy
Managing Director, Nigel Clark

Momentum Energy is Hydro Tasmania's
retail energy business operating on
mainland Australia. It is responsible for
successfully gaining, retaining, billing
and collecting from its retail customer
base, covering electricity, gas and energy
services. Responsibilities include end-to-
end retailing services including product
development, branding and marketing
of Momentum Energy in target markets
to achieve profitable growth and support
of the overall group objectives.

b

Lance Balcombe (centre), Hydro Tasmania’s Chief Financial Officer, during a site inspection at Poatina Power Station

Strategic Planning and Policy
Head, Kate Gillies

The Strategic Planning and Policy
team leads the business strategy for
Hydro Tasmania. It is responsible for
managing the strategy development
and corporate planning process, and
driving the achievement of strategic
targets. The team also manages Hydro
Tasmania's external policy advocacy,
focusing on energy and climate
change policy.

Technical and Operations

Chief Technical and Operations Officer,
Evangelista Albertini

The Technical and Operations team
isresponsible for the operation and
management of Tasmania’s generating
asset portfolio to create production
opportunities and ensure its long-term
sustainability. Our goal is to deliver reliable
electricity supply to customers through
sustainable, innovative and commercially
responsible asset management. The core
functions of the team are to maintain,
refurbish and operate the generating
assets to optimise whole-of-life costs and
performance while managing risk.

The team also manages stakeholder
technical relations with network service
providers, regulators and the Australian
Energy Market Operator to ensure Hydro
Tasmaniais able to deliver product to
the market.
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Public Interest Disclosures

Under the Public Interest Disclosures

Act 2002 (the Act), Hydro Tasmania is
required to report on any disclosures
about improper conduct by its public
officers or Hydro Tasmania. In accordance
with the requirements of section 86 of the
Act, Hydro Tasmania advises that:

(@) Hydro Tasmania’s procedures
under the Act are available on
the Hydro Tasmania website
atwww.hydro.com.au

Hydro Tasmania Annual Report

(b) no disclosures of public interest
were made to Hydro Tasmania
during the year

(c) no publicinterest disclosures were
investigated by Hydro Tasmania
during the year

(d) no disclosed matters were referred to
Hydro Tasmania during the year by
the Ombudsman

(e) nodisclosed matters were referred
during the year by Hydro Tasmania to
the Ombudsman to investigate

(f) noinvestigations of disclosed matters
were taken over by the Ombudsman
from Hydro Tasmania during the year

(g) there were no disclosed matters
that Hydro Tasmania decided not to
investigate during the year

(h) there were no disclosed matters that
were substantiated on investigation
as there were no disclosed matters

(i) the Ombudsman made no
recommendations under the Act
that relate to Hydro Tasmania.
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Long-term Sustainability Indicators (LSI)

Entura: Total
sales ($m)

Customer satisfaction

We know our customers have
a choice. We aim to be the first
choice through understanding,
responding and delivering
sustainable solutions to

our customers.

Percentage increase
in sales per year.

A percentage increase

in sales was not achieved
due to contracted
market conditions.

The sales target for
FY2013/14 has been
revised to maintain
sales performance
due to market
projections that
industry revenue will
fall by approximately
2.4% in the next
financial year?

Entura: Client
satisfaction
rating

Achieve a net
promoter score?
within the top quartile
of professional
services businesses.

The target was achieved
forthe year.

We will maintain the
high promoter scores
in the top quartile and
continue to review and
improve in response
to changing client
requirements.

Entura:
Customer mix

Achieve a balanced
customer mixin
our regions.

The international and
Tasmanian market
performed well which
helped to balance the
changed market conditions
in the national market.

Entura will continue
to work towards
achieving a balanced
customer mix through
market growth

and expansion as
appropriate and based
on market conditions.

Momentum:
Total retail
electricity sales
(TWh)

Become a material
playerin the retail
market.

Momentum Energy
exceeded its new sales
targets for the yearand
remains on track to achieve
its long-term profitability
and volumetric growth
objectives.

Momentum Energy
remains on track to
achieve planned long-
term volumetric and
profitability targets.

Momentum:
Churnrates

Market-leading
churnrates for target
market segments.

Momentum Energy’s
retention rates were better
than industry market
averages.

To continue to
improve retention
performance and
remain a market
leader.

Momentum:
Customer mix

Establish a mix

of customers that
supports profitable
and sustainable
growth.

Momentum Energy
exceeded the planned
progress towards its target
customer mix in the year.

Achievement of target
customer mix across
the national market.

! Momentum operates in one of the world’s most competitive energy markets and must maintain a high level of caution over the release of competitive information.

2 IBIS World, July 2013.

> The net promoter score is a customer loyalty metric. A positive score is considered good. A score of over 50 is considered excellent.
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Products and services

We are innovative and creative
in developing new products
and services in response to the
needs of our customers and in
order to retain our competitive
edge in the marketplace.

Client perception
score on

Entura’s and
Momentum’s
ability to offer

Enturais recognised
byits clients as
providing smart and
innovative service and
product provision.

Entura achieved the target
for smart and innovative
service provision.

Momentum Energy
continued to develop its

Enturaimplemented
anumber of tools to
promote learning
and development
within the business.

smart and : ) . Product reviews are
. . Momentum is energy services offering
innovative . : also underway for key
recognised as a for the business market.
products and . product areas.
) leading NEM energy
services . .
services providerin Momentum Energy
the business market. remains on track to
achieve long-term
energy services
objectives.
RAPS business Successful Following early success We are engaging
model firmly monetisation of with the implementation with the mining
established RAPS opportunities.  of a RAPS pilot on King and utility sector to

Island, Hydro Tasmania
has submitted an
expression of interest to
the Australian Renewable
Energy Agency to
secure grant funding
that would underpin the
implementation of up to
six RAPS projectsin
Australia by the end of
2017, if desired.

construct a project
pipeline that would
enable achievement
of this measure.
Commercial models
are in development to
enable us to capitalise
on the products
developed through
the King Island
project under current
capital-constrained
conditions.

The Hydro Tasmania group aims to
grow business by focusing on client
satisfaction, developing innovative,
fit-for-purpose products and expanding

Momentum Energy’s
competitive pricing

The retail market continues to be highly
competitive, particularly in Victoria which
isregarded as the most competitive
electricity retail market in the world.
Despite these challenging market
conditions, Momentum Energy has
significantly increased its customer base
while maintaining customer attrition
below the industry average. This resultis
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into developing markets. We are
committed to understanding, being
responsive to and delivering sustainable
solutions to our customers.

atestament to Momentum’s combination
of sophisticated clean energy products,
superior customer service and targeted
customer acquisition and retention.

A challenging economic environment
combined with higher network charges,
the proliferation of distributed generation
and introduction of energy efficiency
initiatives has caused a declinein
electricity consumption across the

NEM inrecent years. The declinein

We strive forinnovation in development
of new products and services in response
to the needs of our customers andin
order to retain our competitive edge in
the marketplace.

consumption has increased margin
pressure in the retail segment.

Against this backdrop Momentum

has tabled a record profit of $17.2 million?
and s actively expanding products and
services to capture more of the energy
value chain and diversify revenue streams.

3 Earnings before interest and taxes.



Momentum'’s brand growth
and communications

Momentum's brand awareness continues
to grow in the markets in which it operates.
Sponsorship of the Geelong Cats, Adelaide
Crows, St George lllawarra Dragons,
Victoria Racing Club and cyclist Matt

Goss provides value-for-money brand
promotion, sales campaign opportunity
toalarge fan base and creates a personal
connection with consumers by aligning
the brand with their interests. Regional
sponsorships have facilitated the brand'’s
geographic expansion to New South
Wales and South Australia.

Momentum has developed online

sign-up and is actively managing and
monitoring consumer sentiment via
social media. Traditional and digital media
campaigns provide further opportunity

to communicate Momentum'’s value
proposition. Digital media is an important
development area for all retailers

as alower cost-to-acquire channel. Momentum Energy’s outbound telesales centre will help drive customer growth
Social media provides a platform for
communities to discuss products and : : : :
brands, which amplifies both positive Creatlng jObS RESuERIE
and negative sentiment. Companies
can either actively engage in the online
discourse or abstain. Momentum has Momentum Energy 1S operating a new

chosen to actively manageits online call centre in Hobart, creating 27 new jobs
communities prOVIdII"Ig serviceresponse

and unique content with the aim of for Tasmanians.
becoming a thought leader for the
energy sector.

The outbound telesales centre will three years. This growth will result in
InFY2012/13 Momentum Energy took help promote Tasmania’s strong increased returns from Momentum
over retail functions for the Bass Strait renewable energy brand across to its parent company Hydro
islands. Momentum supports the King Australia and help drive Momentum Tasmania and, in turn, increased

and Flinders Islands communities through Energy’s sales growth interstate. returns to Government.
sponsorship of health, energy and
sporting activities. Additional geographic
growth was supported by the opening of
anew call centre in Hobart dedicated to
outbound sales telemarketing. This centre
has provided 27 new jobs in Tasmania and
delivered strong sales results in its first
year of operation.

The centre is expected to grow Momentum’s national growth is an
Momentum Energy’s customer base  important part of Hydro Tasmania's
by more than 60 000 over the next future strategy.

The success of Momentum Energy’s
marketing in FY2012/13 isreflected
in steady increase in inbound sales
and improvements in brand value
benchmarking.
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Momentum's renewable
or clean energy products

Momentum Energy'’s clean energy
product SmilePower now makes up

100 per cent of its small market sales.

The product was launchedin 2011 andisa
key contributor to Momentum'’s customer
value proposition. Research conducted
inlate 2012 suggests customers value
renewable energy products but price
remains a key decision-driver. Momentum
will continue to develop services and
products that differentiate the brand
without resorting to discounting strategies
that erode margin.

Momentum’s product range expanded in
FY2012/13 toinclude energy services for
small businesses and large commetrcial
and industrial businesses. The smart
meter rollout mandated by the Victorian
Government is continuing. Nearly all of
Momentum'’s small market customers

will have smart meters by the end of the
next financial year. The introduction of
flexible pricing in Victoria will enable small
market customers to take advantage of
smart meters by actively changing their
usage patterns to reduce costs. Delivering
technology that enables customers

to manage and control their energy
consumption and costs is necessary for
customers to take fulladvantage of the
Smart Grid and maintain satisfaction.

Momentum
Energy Services

As business and consumers change

the way they use energy, Momentum
Energy needs to adapt to provide
specialist energy services that allow a
deeper, longer-term relationship with
the customer and a diversified revenue
stream. Momentum has adopted an
ambitious target of positioning itself as
the foremost provider of specialist energy
servicesin the country for business
customers with an emphasis on small-to-
medium enterprises (SMEs).

The Energy Services team is focused
on building Momentum'’s residential
and commercial and industrial (C&l)
presence, tailoring solutions to deliver
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Staff at Momentem Energy’s outbound sales centre at Cambridge, Hobart

the outcomes most valued by these
market segments. The aim is to deliver
real, measurable improvements at every
point of engagement, from acquisition to
retention and beyond.

Four key market needs were identified:
reduce energy costs; provide greater
information to help customers manage
and control their energy; meet the
needs of the underserviced market of
large sites with multiple tenants (known
as embedded networks); and provide
options to help customers fund capital
upgrades by allowing them to offset
saving on their energy bill with monthly
repayments for the capital investment.

In the twelve months since inception, the
Momentum Energy Services team has
developed several products that provide
a stronger value proposition for new and
existing customers including:

« energy efficiencyretrofits such as
lighting upgrades including LED
lighting retrofits for small businesses

« installation of solar photovoltaic
panels

« provision of data in an easy-to-use
energy portal that facilitates customer
service online and helpsincrease
customer knowledge of how they are
consuming energy

« provision of bulk electricity to large
site owners with multiple tenants.

Sites such as apartment blocks,
shopping centres and retirement
homes can form an embedded
network, establishing arevenue
stream for the site ownerand a
discounted rate for tenants.

The Energy Services team will continue
to develop anintimate knowledge of
the different customer markets and
their key energy needs, their issues and
where the opportunities lie for ongoing
improvement.

Case study:
Returned Services League

Momentum’s new Energy Services team
has secured savings of nearly $12 000
per annum for the Victorian Returned
Services League.

The Victorian RSL has close to 50 gaming
venues across Victoria, ranging from SME
tolarger C&Iinterms of energy usage
volume. After a thorough investigation,
the Energy Services team helped upgrade
on-site lighting and reduce energy
spending. The team continues to perform
proactive site assessments to identify
further potential efficiencies, and has
managed to secure three energy-efficient
lighting retrofit projects. The success

of the team’s work with the RSL has
already inspired at least one new large
customer to switch their energy supply

to Momentum.



Thebypass canal for the Neusberg mini-hydro project in South Africa. Neusberg Mountain can be seen in the background

Entura’s national and
international markets

The consulting engineering market in
Australia experienced market contraction
throughout FY2012/13 as energy and
water reforms across a number of states
were undertaken and growth in the
mining industry slowed with flow-on
effects to other sectors such as ports and
marine. The tightened market conditions
have led to reductions in client spending
and anincrease in competition. There are
forecasts that the Australian market

will continue to shrink by an annualised
0.4 per cent* per annum across

the industry with some segments
experiencing greater revenue
contraction. However, opportunities

in the international market remain
favourable. Key marketsin Asia and
southern Africa are performing well based
onthe energy and water developments
planned for these markets.

Entura expanded its presence in South
Africa through the Neusberg small
hydropower project, part of the South
Africa Renewable Energy Independent
Power Producer Program (REIPPP)
designed to promote renewable energy
development. The Neusberg projectis the
first run-of-river mini-hydropower station

under the REIPPP and plays an important
role in Entura’s market entry strategy

in Africa. Our goals in Neusberg are to
establish Hydro Tasmania and Entura as
leaders in small hydro in southern Africa,
to build our credibility in the region and to
pave the way for potential future projects.

Entura’s role encompasses the whole
lifecycle of the project from design
through construction and ongoing support
for the operation and maintenance after
completioninJanuary 2015.

Hydro Tasmania also plays a significant
role in the Neusberg project as developer
and 25 per cent equity participantin

the project company Kakamas Hydro
Electric Power (Pty) Ltd, together with
Hydro 1 SA (Pty) Ltd, Old Mutual, and a
community trust funded by the Industrial
Development Corporation.

Enturais undertaking several other
consulting projects in southern

Africa, including the identification of
opportunities to install mini-hydro
hydropower systems on existing water
supply infrastructure in Durban, and a
water optimisation study for the Ncondezi
group in Mozambique. Enturais also
delivering feasibility studies for anumber
of small hydropower projects on water
reticulationinfrastructure.

To better support Entura’s entry to the
southern Africa market, it has established
an office in Cape Town for personnel
involved in these projects and as a base
for our further operations in the region.

Entura’s India office expanded its market
coverage to deliver feasibility studies for
hydropower developments in Nepal, and
the detailed design for the Nam Song
hydropower project in Laos.

Enturais delivering key projects to
increase energy capacity in Papua

New Guinea from renewable energy
sources. Projects include supporting the
Asian Development Bank in providing
advisory services for a town electrification
investment program. Entura also
undertook hydropower studies, upgrades
and modernisation work and station
management.

The work undertaken over the last two
years to expand Entura’s market presence
to manage market volatility has helped
reduce the impact of the contracted
national market conditions on business
performance.

The business continued to provide power
engineering services to clients across
Australia.

4 1BIS World, July 2013.
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Sarawak hydropower
projects

A public campaign by non-government
organisations critical of Entura’s work

in the Malaysian state of Sarawak
continued during the year. The main
concerns expressed surrounded claims
of corruption within government
administration and human rights abuses
associated with the implementation of
the SCORE program (Sarawak Corridor
of Renewable Energy).

Hydro Tasmania and Entura responded
to misinformation regarding the extent
and role of the business’ involvement
in Sarawak.

Hydro Tasmania and Entura are not

key players in the SCORE program.
Entura currently has four staff seconded
to Sarawak for the publicly-owned
Sarawak Energy Berhad (SEB) to help
build local skills and capability.

Entura provides technical consulting
services to SEB. Consulting work has
included training, dam safety, technical
pre-feasibility and feasibility studies,

and undertaking technical due diligence
investigations. Entura focuses on providing
support and advice to SEB staff gained
from the experience in developing and
operating renewable energy assets.

Future consulting opportunities
in Sarawak will be assessed ona
case-by-case basis.

Hydro Tasmania Annual Report

Alive feed of the King Island power system, providing a real-time overview of renewable energy use



Momentum's customer
growth, satisfaction
and relationships

Momentum Energy met all growth targets
for FY2012/13. It remains on track to
achieve its long-term profitability and
volumetric growth objectives.

Momentum has benefited from

price deregulation in the competitive
market in Victoria. Recent signals
regarding potential price deregulation

in South Australia, New South Wales

and Queensland suggest that further
opportunities for profitable and
sustainable geographic expansion will
open up for Momentum in these markets.

The increased prevalence of borderless
digital media and sales channelsis an
important contributor to Momentum’s
national growth and brand presence.
These digital channels and investments in
other systems will increasingly facilitate
its online customer interface and will help
it maintain a competitive cost base and
retain satisfied customers.

Momentum targets above-average
customer satisfaction and referral.
Outcomes are actively monitored through
annual net promoter scoring (NPS) and
satisfaction metrics after customer
service calls. The energy retail sector
does not enjoy high levels of customer
satisfaction. The industry has an average
score of negative 53. By comparison,
asurvey conducted in November 2012
found that Momentum Energy’s NPS
was 0, ranking second for our industry.

Post-call customer satisfaction is tracked
monthly as a ‘pulse check’ and currently
sits above 98 per cent.

Assignificant developmentin the
residential market has been the cessation
of doorknocking activities by the
majority of retailers, including all three
major retailers. Momentum welcomes
this development as a significant step
forward for the ethics and reputation
of the industry. Momentum has never
doorknocked residential customers so
this development will not adversely
impact its mature sales channels.

David Wilson conducting sustainable hydropower development training in Laos
forvarious government agencies

Entura’s customer
satisfaction and
relationships

In FY2012/13 Entura built on significant
improvements in client satisfaction
made during the previous two years

and maintained or increased satisfaction
in aspects of service provision that are
important to our clients. The improved
results are attributable to the account
management framework the business
hasin place along with continued
customer surveys and communicating
feedback. For example, client satisfaction
ratings increased for responsiveness

(up 5 per cent), quality (up 2 per cent),
trust and commitment (up 4 per cent),
and service (up 9 per cent).

The net promoter score for the business
was above the target of +10 and indicates
good performance in achieving customer
loyalty.

Major industrial customers
in Tasmania

Hydro Tasmania’s four large industrial
electricity users consume approximately
55 per cent of Tasmania’s total electricity
demand. These are Pacific Aluminium,
TEMCO, Nyrstar and Norske Skog.

These industrial customers endured
adifficult year. The combination of a
high exchange rate and low commodity
prices created a challenging operating
environment. Fortunately our customers
were able to continue producing at or
near capacity.
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Managing
oil risk
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The planincludes a program to
maintain and upgrade infrastructure
and equipment containing oil, such as
switch yard bunds, heat exchangers,
transformers and turbines.

Among our generating assets are four
Kaplan turbines located at Meadowbank,
Paloona, Cluny and Repulse Power
Stations, the design and operation of
which makes trapping spilt oil difficult.
The 40-year-old turbines are undergoing
amajor refurbishment and we are taking
advantage of this opportunity to upgrade
them to an innovative oil-less design
which will significantly reduce the risk

of oil spill.

;’0 Previous page: A unique close-up view of a Kaplan turbine | §*
na Power Station. The new turbines significantly reduce the risk of oil spill ,

The first project in this program has begun
at Paloona after two years of equipment
design, testing and site works preparation.
Planning and site preparation are
underway at Meadowbank.

We have made a number of additional
significant oil management improvements,
including upgrading localised bunding
around large oil containing assets such

as transformers, upgrading site-specific
equipment to support oil spill response,
and replacing aged or inadequate oil pipe
supports, valves or fittings to reduce failure
risk. Site-specific oil spill response plans
are now in place for all our hydro power
stations.



Long-term sustainability indicators

Sustainability

Indicator

Target FY2016/17

Performancein

Expectations/plans

code principle

Asset safety
and reliability

We manage our

infrastructure optimally

for present and future
reliability and with
the highest standards
of safety.

Asset
performance,
safety and
compliance
obligations as
detailedinthe
ten-year asset
management
plan (AMP)

Executive Board-
approved AMP within
budget and delivering
onitsrisk objectives.

FY2012/13

Hydro Tasmania continues
to successfully implement
our AMP. Works delivery
teams for both capital

and maintenance work
programs continue to
pursue efficiencies and
cost savings.

Dam safety works
for Rowallan were
completed on schedule.

Refurbishment at
Tungatinah and Kaplan
stations on track.

for the future

To continue delivering
the AMP which includes
key risk mitigation works
that directly address asset
performance and safety
and compliance issues.

The AMP is reviewed
annually and risk
prioritisation and emergent
risks considered as part of
this process, with an update
provided to the Board.

Scott's Peak and Edgar
Dams have been identified
as priorities for the coming
year, and design solutions
for dam strengthening

are being developed.

Any works required will

be incorporated into the
AMP in line with evaluated
risk position.

New generation
asset completion

Build new generation
assets, if required, to
back sales.

Construction of Musselroe
Wind Farm has largely
been completed.

There are no planned new
generation projects for
FY2013/14.

Resource use

We manage our
resources optimally
for present and future
reliability.

Business value

Business value
optimised
through prudent
management of
water resources.

System yield of 7653 GWh.

Record revenue achieved
with hydro generation

of 10 627 GWh as Hydro
Tasmania maximised the
value fromits discretionary
storage in the carbon priced
environment. System

Hydro Tasmania plans to
maximise the long-term
value of water in storage,
at acceptable risk.

The gas generation
assets now integrated
into the overall portfolio
are able to assist with risk

storage decreased from management.
53.6% t0 32.8%.
Water rights Existing waterrights ~ SWRMP and catchment Objectives of the SWRMP
optimised through operations plans achieved through
achievement of implemented. completion of the agreed

objectives of Strategic
Water Resources
Management Plan
(SWRMP).

actions within the plan
(two-year program).
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Asset safety and reliability

Hydro Tasmania manages its large
asset base through arolling ten-year
asset management plan (AMP). The
third iteration of this plan was approved
in March 2013. The plan continues to
target investment to sustain a prudent
risk position and to avoid leaving an
unsustainable legacy. Since approval

of the first planin December 2010 the
business has resolved 26 per cent of
the identified assetissues. As aresult,
high-risk asset issues have been reduced
by 80 per cent, while medium risks were
reduced by 10 per cent. InFY2012/13
all planned major work was completed.
Key achievements were:

« completion of spillway strengthening
and bypass valve upgrade at Rowallan
Dam (see page 54 for more detail)

« major refurbishment of the
Tungatinah 1 turbine

« replacement of the Meadowbank
riparian valve and re-painting of the
Crest gate.

In addition, major refurbishment of
Tungatinah 2 turbine is in progress and on

track to be completed by November 2013.

Preparations for the shutdown of the
Kaplan turbine at Paloona Power Station
were completed. The station outage

startedin June 2013, and the stationis
scheduled to return to service in April
2014. This s the first of four major Kaplan
turbine refurbishments defined in the
AMP as part of a strategy to significantly
reduce environmental risk from a
potential oil spill (read more on page 50).

Dam safety

Hydro Tasmania ensures public safety of
Australia’s largest portfolio of 204 dams
with a comprehensive asset management
framework based on the Australian
National Committee on Large Dams
(ANCOLD) guidelines. The framework
combines regular inspections, collection
and analysis of monitoring data,
engineering assessments, a maintenance
program and targeted investment.

Our Dam Safety Emergency Plan provides
arobust framework for managing an
event that could threaten the safety

of one or more of our dams. This plan
isreviewed and updated regularly and
exercises are held to ensure staff are
familiar with current practice. Regular
training in dam surveillance and incident
management ensures our personnel have
the requisite skills.

Notable worksin FY2012/13 included:

o successful completion of the first
phase of work to strengthen Rowallan
Dam, with construction of new spillway
training walls, and enhancements to
dam dewatering capability

« enhanced foundation drainage
system and improved monitoring
for Clark Dam

« completion of detailed geotechnical
investigations and stability analysis
for Scotts Peak Damin the lead-up
to future dam-strengthening works

« collaboration with Central Coast
Council and West Coast Council
toimprove response planning,
communications and coordination
for potential floods in the Forth and
Pieman River catchments

« enhancedin-house training of
engineering and operational staff in
dam safety surveillance incorporating
areview and formalisation of the
course syllabus and transfer of all
theory components to online content
and assessment.
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Capital works

The programs of work characterised by
‘refurbishment’ and ‘upgrade’ represent
a substantial portion of the investmentin
the existing hydro-generating portfolio.

These programs aim to maintain key
assets atan acceptable level of risk through
refurbishment or replacement of selected
components to improve asset condition
and performance. Simultaneously, this
creates the opportunity to realise the
benefits of modern technology in the form
of improvements in operational efficiency
and effectiveness.

These programs underpin Hydro
Tasmania's growth strategy by ensuring
that the existing hydro-generating
portfolio serves the needs of the
business’s Commercial team to have
access to available, reliable and efficient
generation.

InFY2012/13, we spentjust over
$58 million on capital works on the existing
Tasmanian hydro-generation assets.

Dam monitoring
and risk assessments

New instrumentation was successfully
installed for Pine, Clark, Pine Tier and
Liapootah Dams. In addition, five
geotechnical investigations increased
our understanding of failure modes and
risks in order to refine the maintenance
program for our dams.

Primary protection assets

The primary protection portfolio of assets
is critical to the ongoing safe operation of
our generators and stations, as it provides
protection against the loss of control of
the full hydraulic energy of the water
normally directed towards the turbines

to generate electricity. Primary protection
assets include turbine relief valves,
turbine maininlet valves, penstock

hilltop valves and primary protection
gates. The functions these assets perform
are central to our ability to safely isolate
and take our machines out of service for
maintenance.

Close to 50 per cent of the primary
protection gates and valves portfolio

has been refurbished and replaced,
including main inlet valve and hilltop
valve control upgrades and turbine relief
valve refurbishments at Wayatinah and
Liapootah. This work has addressed many
issues related to poor condition and has
dramatically improved performance

and reliability.

Major electrical works

Routine monitoring of the condition

of transformers at Poatina Power

Station revealed electrical faults in one
transformer and potential faults in four of
the other five transformers. We repaired
the faulty transformer, sourced a spare
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which will be installed in the second half of
2013, and instigated a fast-track process
to manufacture, supply and install four
new transformers.

We also undertook replacement of
transformers at Butlers Gorge and Poatina
Power Stations, upgrades of electrical
protection at Catagunya, Gordon and
Reece Power Stations and replacement

of circuit breakers at Gordon, Catagunya
and Tarraleah Power Stations.

Refurbishment of four
machines at Tarraleah
Power Station

Tarraleah is a key station because of

its role in moving water from the upper
reaches of the Derwent River through
turbines at Liapootah, Wayatinah,
Catagunya, Repulse, Cluny and
Meadowbank. The six turbines at
Tarraleah are more than 50 years old

and posed a high risk of cracking of the
turbine shafts. Refurbishment focused on
three components for each machine—
the turbine shaft, spears and exciter.
Work on two of four machines has been
successfully completed to schedule and
budget and without a single medically
treated injury. These works will enable the
Tarraleah station to operate efficiently
and reliably for at least another 16 years.

Lake Pedder viewed from Twelve Trees Hill



Storage levels and inflows

Hydro Tasmania’s Ministerial Charter
requires us to manage our water storages
prudently. This means complying with
the conditions of our water licence,
complying with a range of third-party
agreements and operating sustainably.
It also means ensuring storages are
managed to maintain the long-run
energy capability of the system.

Hydro Tasmania follows prudent water
management guidelines designed to
avoid the risks associated with low
storage volumes, as far as possible.
These guidelines are incorporated into
the development of Hydro Tasmania’s
storage management strategy.

Storage level and energy
in storage

At 1July 2012, aggregate Hydro Tasmania
storages stood at 53.6 per cent full

of energy and were 32.8 per cent full

of energyat 1 July 2013. The energy
value of inflows (i.e. yield) was 7653 GWh
for the period, slightly down on the same
period last year.

Basslink reliability
and capacity

Basslink provides Tasmania with the
opportunity to avoid spill during high
inflow periods and to maximise revenue
by supporting Hydro Tasmania's
interstate energy sales.

In FY2012/13 there were exports of
2293 GWhand imports of 251 GWh,
anet exportamount of 2040 GWh°,
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Figure 4: Energy in storage

> Based on operational market data measured
atthereceiving end.
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Refurbishment work being undertaken on the Rowallan Dam spillway

Major upgrade of Rowallan Dam

Hydro Tasmania manages a large asset

base including 204 dams and hundreds of
kilometres of man-made waterways to direct
water to storages and power stations.

These assets have been built over
nearly a century of hydropower
development.

As the assets age we continue to
monitor them for efficiency and
safety and we invest to ensure they
remain fit-for-purpose and provide
ongoing service for the foreseeable
future.

Rowallan Dam is a 43-metre high
earth and rock-filldam on the
Mersey River in Tasmania’s north,
and was commissioned in 1968.

Its condition and performance were
reviewed in 2011 as part of a planned
program of risk assessment across
our entire asset base.

The review found the dam’s
performance was consistent with
expectations for a dam of its design,
construction and age. However,
improved understanding of the

dam'’s risks meant Hydro Tasmania
isnow able to reduce risks that were
unforeseen in 1968.

Tasmanian company Hazell Bros
undertook the first stage of a project
to upgrade the 44-year old dam to
modern-day standards.

The Hazell Bros contract upgraded
the existing concrete spillway, and
built new concrete walls inside

the existing spillway walls, while
retaining the existing walls in
position. The new walls are anchored
into the bedrock beneath the dam
using a series of post-tensioned
steel anchors on both sides of the
spillway. This work was completed
in June 2013.

The second stage of the project will
improve the flood capacity of the
dam and is scheduled to take place
during the 2014/2015 summer.
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Long-term sustainability indicators

Performance in
FY2012/13

Development and
implementation of the
environmental plan for

Indicator Expectations/plans

for the future

Sustainability
code principle

Target FY2016/17

Maintain and, where
possible, enhance
the environmental

Continue to improve the
environmental conditions
in our land and water

Environmental
conditions in
Hydro Tasmania

Ecosystems
and heritage

We aim to minimise

ourimpact onthe
environment and

operational areas

valuesinland and
water environments

Hydro Tasmania.

Removal of dam wall

ecosystems consistent with
the environmental plan.

seek opportunities to that are under our at Lagoon of Islands Key expectations include:
enhance environmental MENEEEMEL and completion of « monitor the restoration
and cultural values. rehabilitation work. of Lagoon of Islands
Completion of the 14 « finalise Mersey-Forth
social and technical Water Management
studies associated with Review and begin the
the Mersey-Forth Water Anthony Pieman Water
Management Review. Management Review
Further integration of + environmental
our health, safety and management at
environment (HSE) Musselroe Wind Farm
documentation. during operational
Development of a strategic phase
framework for biodiversity ¢ implement HSE
management. management processes
Completion of Aboriginal within Hydro Tasmania’s
. . new muysap system.
heritage action plan
providing prioritised
work program for next
three years.
Carbon status Emissions To generate Hydro Tasmania’s We expect our emissions
As climate change has intensity electricity with the emissions intensity intensity to be higher than

significant implications
for our business we are
committed to being part
of a sustainable solution.

lowest emissions
intensity compared
to other integrated
generatorsin

the NEM.

(0.0089tCO,e/MWh),
isamong the lowest in the
NEM and well below the
NEM average emissions

intensity of 0.8 tCO,e/MWh.

in previous years due to the
transfer of Tamar Valley
Power Station to Hydro
Tasmaniain June 2013.

Hydro Tasmaniais committed to a
sustainable environment and the
provision of a clean and healthy
environment for current and future
generations. We continue to maintain a
leading position as an environmentally
responsible and low carbon intensity
business.

During FY2012/13 there were no
significant environmental or heritage
incidents. Key environmental outcomes
include the removal of the dam wall and
commencement of rehabilitation at
Lagoon of Islands, completion of the

14 Mersey-Forth Water Management
Review technical and social studies,
monitoring of water quality and

InFY2012/13 we adopted recreational
management principles to guide the
planning, development and management

biodiversity in our lakes andrivers,
and the implementation of an oil
management plan.

We collaborated with the Aboriginal
community to manage Aboriginal

of recreation opportunities on our land
and water bodies. One of the outcomes
of the principles was improved public
access to our waterways to undertake
recreational activities.

heritage values at our wind farms and lake

environments. An Aboriginal heritage
action plan was completed to prioritise
the management of Aboriginal heritage
values over the next three years.
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Managing the
aquatic environment

Lakes and rivers program

Hydro Tasmania is committed to the
sustainable management of our water
to maintain healthy ecosystems in our
lakes and rivers. To achieve this, we
systematically monitor water quality
and ecological health. The frequency of
sampling in each waterway and choice
of parameters are determined either by
assessing ecological and business risks,
oras prescribed in our Special Water
Licence agreement.

In FY2012/13, we monitored baseline
water quality in seven lakes in the Derwent
hydropower system (Meadowbank, Cluny,
Repulse, Catagunya, Wayatinah and King
William Lakes and Lake St Clair). We also
continued monitoring water quality at
Arthurs Lake, Woods Lake, Lake Pieman,
Lake Newton and Great Lake from last
year. Asin previous years, we monitored
water quality and/or ecological healthin
fiverivers (Dee, Derwent, Ouse, Shannon
and Mersey) during FY2012/13.

Water quality was mostly good in our
lakes and riversin FY2012/13. Noissues
requiring further investigation were
encountered during the lakes andrivers
monitoring program.

Great Lake is a biodiversity hotspot,

home to 15 recorded threatened

species. Therefore, the impacts of water
management in Great Lake on these
species is a core issue for Hydro Tasmania.
Two species of threatened native fish,
Paragalaxias eleotroides and Paragalaxias
dissimilis, are known to spawn in Great
Lake in spring and early summer. In the
first half of 2012, the operating rules for
Great Lake were changed to prevent our
use of Great Lake from impacting on

the spawning success of these species.
Athree-year study incorporating
fortnightly surveys of spawning sites
during the spawning season, water quality
monitoring, and habitat mapping will
assess the effectiveness of the new rule.
Data collected over FY2012/13 will be
analysed to allow refinement of the rule
prior to the start of the spawning season
in spring/summer of 2013/14.

Fish migration strategy

In Tasmania, it has long been recognised
that hydro-electric power generation
has an adverse impact on fish migration.
Infrastructure blocks the passage of

fish migrating from estuaries into the
catchments and poses a significant
barrier to downstream migrating fish.

Hydro Tasmania’s strategy aims to
facilitate migration of freshwater native
fish species where possible. We focus
on facilitating eel migration as a priority,
as global eel stocks are in decline.

Our fish migration strategy incorporates
a multi-faceted approach and includes:

« maintaining and improving the
current translocation of elvers
from existing sites

« increasing fish migration and the
transfer of fish to new sites

« reducing mortality of downstream
migrating fish

« facilitating downstream migration
from Hydro Tasmania lakes, where
feasible

« researching knowledge gaps in eel
biology, life history and resource
sustainability

« collaborating in the development
of sustainable eel management
initiatives in Tasmania.
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River environmentin Tasmania

In FY2012/13, Hydro Tasmania continued
to contribute to the Inland Fisheries
Service (IFS) program to translocate elvers
and lampreys from Meadowbank Dam

in the Derwent River and the Trevallyn
Tailrace in the Tamar River to a number

of lakes throughout Tasmania.

In collaboration with the IFS a translocation
trial was undertaken at Reece Dam on

the Pieman River and resulted in over

750 kilograms of juvenile galaxiids being
captured and translocated to upstream
lakes. Additional translocation sites at
Wilmot, Paloona and Parangana Dams
were also investigated as part of the
Mersey-Forth Water Management Review.

A new research project aims to address
eel mortality at Trevallyn Tailrace.

The project willinvestigate whether light
prevents the movement of eels through
the intake at the Trevallyn Power Station
by acting as abehavioural deterrent.
Athree-stage in situ trial has been
initiated. Stage 1, currently underway,
aims to establish the number of eels

being entrained in the Trevallyn Power
Station. Should eel entrainment at the
power station be high, Stage 2 will install a
high-intensity light array at the intake and
evaluate its effectiveness at deterring eels
from entering the intake. Results of the
trial will provide guidance as to whether
itis feasible and beneficial to invest
further funds to install a permanent intake
deterrent system (Stage 3).



Managing

environmental impacts

Contractor Graham Harrex conducting rehabilitation work at Lagoon of Islands in central Tasmania

Lagoon of Islands rehabilitation

Originally a unique ecosystem characterised

by floating islands of vegetation, Lagoon
of Islands was flooded in 1964 to provide
water to downstream irrigators along the

Ouse River.

The demand for water increased
rapidly and in 1984 Ripple Canal
was constructed to divert more
water into the lagoon. Ultimately
this development proved to be
unsustainable, with significant and
ongoing water quality problems.

Hydro Tasmania explored and
implemented a number of remedial
actions to improve water quality and
ecosystem health over 10 years but
none provided a long-term solution.
With irrigation needs now met from
Great Lake, Lagoon of Islands has not
been used for its intended purpose
for anumber of years. In response
to the continually deteriorating
ecosystem, Hydro Tasmania
established an ambitious

project to decommission the
dam and rehabilitate the lagoon
to a natural, healthy and self-
sustaining state.

In April 2013, the 320-metre long,
six-metre high earth wall dam and
associated infrastructure were
removed and the area replanted with
native vegetation. Comprehensive
monitoring of water quality,
vegetation, invertebrates, weeds
and algae will track the progress

of the lagoon’s recovery. A similar
wetland in the central highlands of
Tasmania, Companion Lagoon, will
be used as a control site to guide
rehabilitation targets for

the vegetation community.

Environmental systems
and services

InFY2012/13 Hydro Tasmania completed
aproject to integrate our safety and
environmental management systems into
a health, safety and environment (HSE)
management system. This key strategic
initiative has been pursued to improve HSE
risk management and simplify and align
our systems with accepted best practice.
Anintegrated HSE management system
benefits the business by improving the
clarity and efficiency of risk management
processes, and providing a consistent
approach to managing health, safety and
environmental risks. Designed around a
continual improvement framework, the
HSE system will adapt to meet emerging
business needs, supporting best practice
environmental management. The system
was successfully rolled out in September
2012 including the publication of a system
manual and an environmental handbook.

Operating under the new HSE system,
Hydro Tasmania was certified against the
OHSAS 18001 Occupational Health and
Safety Management Systems standard

in December 2012 and re-certified
againstthe ISO 14001 Environmental
Management System standard in
February 2013.1n FY2013/14 Hydro
Tasmania will continue to optimise the
HSE processes and integrate further with
business processes across the value chain.
The HSE program will focus on process
improvement, embedding compliance,
training and auditing to ensure that the
HSE management system delivers value
to the organisation.

Asignificant part of our FY2013/14 plan
involves implementing HSE management
processes within Hydro Tasmania's new
mysap system. These include incident,
audit, risk and compliance management
processes that are planned to be rolled
outin October 2013. The new system will
improve our business efficiency and how
we manage our safety and environmental
risks by replacing a number of unsupported
and disparate systems.
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Furtherimprovement of HSE management
in FY2013/14 willinclude roll-out of the
integrated system within Momentum
Energy and implementing our HSE
processes at the Tamar Valley

Power Station.

Mersey-Forth Water
Management Review

Hydro Tasmania’s review of its water
and land activities in the Mersey-Forth
catchments is nearing completion.

The Mersey-Forth Water Management
Review (MFWMR) assessed current
water and land management activities
against the community’s social, cultural
and environmental expectations.

The review was initiated in 2011 and
comprises four main stages: information
review; stakeholder consultation; social
and technical studies; and program
development and implementation.

Stakeholders identified catchment-wide
issues that became the focus for 14
social and technical studies. The studies
were commissioned in June 2012 and
undertaken in collaboration with key
external stakeholders.

Five of the studies have resulted in State-
wide improvement of Hydro Tasmania
processes through:

« provision of updated information on
water level, flow and rainfall data on
the Hydro Tasmania website

« improved processes regarding
releases of water for recreational
activities

« establishment of a process to assess
and replace safety and operational
signsin the catchments

o preparation of a prioritised action plan
to address Aboriginal heritage issues
across the Hydro Tasmania system

« provision of hygiene training to Hydro
Tasmania staff and recreational groups
to prevent the spread of aquatic pests
and pathogens into waterways of
Tasmania. A new washdown trailer is
now available for Hydro Tasmania staff
and contractors.

Three studies resulted inincreased
collaboration and cooperation with
stakeholders to address catchment-related
issues:

« maintain and improve recreational
management

« erosion management at Lake
Barrington

« waterquality managementinthe
Mersey River.

Four studies have resulted in on-site
improvements by:

« supporting update of Central Coast
Council's Lower Forth Flood Response
and Recovery Plan leading to
improved flood mitigation plans

« rehabilitating land disturbed during
construction of Lake Mackenzie Dam
and associated infrastructure

« refining operational management of
Lake Gairdner which has the potential
toimprove public recreationin
summer months

« identifying the need to facilitate fish
migration at Lake Paloona.

Two studies indicated no cause for
stakeholder concern. Noissues of concern
were found in studies into acid drainage
and downstream flow in the Wilmot River.

Hydro Tasmania’s Simon Gartenstein testing water quality as part of a study
for the Mersey-Forth Water Management Review
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The final stage of the MFWMR (program
development and implementation) will be
completed late 2013.

For more information on the MFWMR
including the social and technical studies,
reports and newsletters, visit the Hydro
Tasmania website at www.hydro.com.au/
MFWMR/.

Basslink monitoring
program

The Basslink monitoring program has been
amajor component of our water licence
commitments since 2001 and is now
largely complete. It has been a challenging
but successful program that has delivered
positive outcomes for the environment.

The program has enormously increased
our understanding of the physical and
biological processes in the river systems
monitored.

Two mitigation measures have been
implemented for the Gordon River

since Basslink commissioning in 2006:
aminimum environmental flow; and a
ramp-down rule. Components of the
macro-invertebrate community have
responded to the provision of more usable
habitat as aresult of maintaining the
minimum environmental flow.

The ramp-down rule was put in place to
reduce the intensity of seepage erosion.
The original rule was not as effective as
expected so we have worked with the
Department of Primary Industries, Parks,
Water and Environment and the Gordon
River Scientific Reference Committee
toreviseit. The revised rule, putin place

in April 2012, stipulates the rate for
reducing discharge from the power station
whenever the riverbanks are saturated, as
the risk of seepage erosion occurs under
those conditions. This new rule is believed
to be more effective inlimiting seepage
erosion and provides operational flexibility.

Targeted monitoring is continuing until
2014 to ensure that the environmental flow
and the revised ramp-down rule remain
effective under various operating regimes.

For more information about the Basslink
monitoring program, including all
monitoring and review reports, visit

our website: www.hydro.com.au/
environment/basslink-studies.



Aboriginal heritage

An Aboriginal heritage survey was undertaken at Lake Mackenzie as part of the Mersey-Forth Water Management Review

Lake Meadowbank
Aboriginal heritage

During the year Hydro Tasmania liaised
with a private land owner and invited
the Aboriginal community to visit an

art site that has been submerged

for 50 years at Lake Meadowbank.
When Lake Meadowbank was flooded
in the late 1960s a cave with previously
recorded hand stencils was inundated.
Some limited information about the cave
is available from ajournal article written
in the 1950s describing the paintings.
Hydro Tasmania has been advised that
there are fewer than ten known sites in
Tasmania with Aboriginal hand stencil
artwork.

In early April the lake was lowered by
approximately six metres for a period of
eight weeks to allow refurbishment of the
dam crest gates. Lowering the lake by this
amount exposed the cave site. Members
of the Tasmanian Aboriginal Centre

(TAC) inspected the cave and raised no
issues. We have collaborated with the TAC
throughout the refurbishment process.

Mersey-Forth Water
Management Review
Aboriginal heritage study

An Aboriginal heritage study was
completed as part of the Mersey-

Forth Water Management Review.

The project aimed to work collaboratively
with the Aboriginal community to

better understand Aboriginal heritage
values and investigate management
requirements on Hydro Tasmania-owned
and managed land and water in the
Mersey-Forth catchment.

We worked with key Aboriginal
stakeholders to produce areport

on Aboriginal heritage valuesin the
catchment. The report provided a good
understanding of known Aboriginal
values and areas where there are gapsin
knowledge. The Aboriginal community
raised issues that are capturedina
prioritised action plan, which has broader
application across the Hydro Tasmania
system. The report will be used internally
by Hydro Tasmania for planning and
managing activities on our land.
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An Aboriginal heritage survey of Lake
Mackenzie, undertaken in conjunction
with a technical rehabilitation study, is a
key input to a project to rehabilitate land
at Lake Mackenzie. The survey ensures
that rehabilitation works will not impact
on Aboriginal heritage values.

The Aboriginal community has asked
that these reports remain confidential
in accordance with established policies.

There will be ongoing collaboration with
the Aboriginal community inidentifying
issues for resolution through delivery

of the prioritised action plan.
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Hydro Tasmania’s emissions

Hydro Tasmania complies with legislative
requirements such as the National
Greenhouse and Energy Reporting

Act 2007 and the Energy Efficiency
Opportunities Act 2006.

In alignment with our sustainability
commitments and the Australian
Government’s Energy Efficiency
Opportunities scheme, we actively work
to ensure energy efficiency within the
business. Over the past two years,

we assessed more than 40 per cent

of our total energy consumption for
opportunities to improve energy
efficiency. We assessed eight sites and
ran workshops with site staff to identify
ways to reduce energy consumption and
optimise energy production. A total of
47 energy improvement opportunities
have been identified and we are working
onimplementing these ideas, starting
with those projects identified as having
the most potential to be viable, enhance
reliability and resultin returns to the
business through increased efficiency.
We will continue to assess our sites for
opportunities to improve our energy
efficiency in the future.

The measurement of emissions intensity
(Figure 5) enables us to track the
emissions associated with our business
operations and the energy we generate.
Our emissions intensity is measured as
tonnes of carbon dioxide equivalent per
megawatt-hour (tCO,e/MWh).
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Figure 5: Hydro Tasmania’s emissions
intensity 2007-2013

Hydro Tasmania’s emissions intensity
(0.0089tC0O,e/MWh), as shown in Figure
5,isamong the lowest in the NEM and
well below the NEM average emissions
intensity of 0.8 tCO,e/MWhS, This is
because of our predominantly renewable
energy portfolio.

The significant reduction during 2008—
2009 is due to the closure of our only
gas-fired power station at Bell Bay in
April 2009. The slightincreasein
emissions intensity and overall emissions
(Figures 5and 6) in 2012-2013 is
mainly due to the transfer of TVPS

in June 2013. The emissions intensity
0f 0.0089tCO,e/MWh includes

TVPS emissions for the month of

June 2013 only.

This financial year we have also included
Bass Strait islands emissions in our
emission profile. Hydro Tasmania took
over operation of two diesel power
stations, one each on King and Flinders
Islands in July 2012. Previously Bass Strait
islands power station operation and
distribution services were sub-contracted
to Aurora Energy.
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Figure 6: Hydro Tasmania’s total
emissions 2007-2013

Our total emissions increased in
FY2012/13, mainly due to the transfer

of TVPSin June 2013, which contributed
59 055tCO,e. There were reductions or
efficiencies in other emission sources such
as pump stations, buildings and facilities,
business travel, paper use and aircraft hire.

Scope 1 emissions include direct emissions
sources (diesel, petrol consumption

and SF, leakage). Scope 2 emissions are
indirect emissions resulting from the
purchase of electricity, heat or steam
electricity consumed in pumps, power
stations and buildings. Scope 3 emissions
are other material indirect emissions

(e.g. commercial travel, paper use, waste,
staff commuting).

Hydro Tasmania had operational control
and emissions reporting responsibility for
the Musselroe Wind Farm construction
for the full financial year. These emissions
contributed about five per cent of our
total emissions.
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* Includes TVPS emissions for the month
of June 2013 only.

Figure 7: Sources of Hydro Tasmania
emissions

® The standard method for the calculation of a generator’s emissions intensity requires only emissions directly
associated with energy generation to be included. The Hydro Tasmania group chooses to include many
additional emissions in the calculation of intensity, as we believe this is more reflective of the impact of our

business.
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Long-term sustainability indicators

Community Stakeholder Stakeholder
engagement satisfactionrating  satisfaction rating
We aim to have regular, of greater than 80%

open and transparent
dialogue with our

and at least 40%
participation.

Stakeholder satisfaction
ratingin FY2012/13 was
76% with a participation
rate of 41%.

We will continue to

listen and respond to our
stakeholders and provide
value to the people of
Tasmania.

Level of
community
awareness

community.

50% of Tasmanian
survey respondents
are aware of what
Hydro Tasmania does
and our contribution
to Tasmania.

83% of respondents had
an understanding of Hydro

Tasmania and our business.

The business continues

to focus effort on educating
Tasmanians on the breadth
of our business, particularly
our contribution to the State.

Community capability
We aim to make a
genuine difference in
the communitiesin
which we operate.

Initiative

Staff participation
in the Community

25% of staff members
are involvedinthe
Community Initiative.

The target for FY2012/13
was for the involvement
of 10% of staff based in
Tasmania (75 people).
We achieved 22.8%

(171 people).

The success of the
program in the first year
demonstrates that the LS|
target of 25% is achievable.

Suppliers and partners

We work with

our customers,
stakeholders,
suppliers and partners
to contribute to a
sustainable future.

Key suppliers

sustainability
principles

alignment with
Hydro Tasmania’s

Key suppliers are
75% aligned with
Hydro Tasmania’s
sustainability
principles (rolling
three-year average).

In FY2012/13 key suppliers
were 80% aligned with our
sustainability principles

(rolling three-year average).

17 suppliers undertook the
self-assessment process,
including new suppliers

to the business and some
smaller suppliers who
have animpact on our

sustainability performance.

We intend to analyse
responses more fully which
may involve discussing the
details with some suppliers.
The learning and sharing
of information through
this process will help

fulfil our commitment

to working with suppliers
and partners to contribute
to a sustainable future.

Hydro Tasmania takes considerable
pride in the significant contribution our
operations make to the State and the
part we have played in the Tasmanian
community for nearly 100 years.

We believe in playing an active partin
the community through our community
support program, philanthropy and

by providing access to the assets that
we manage.

In addition to financial value and
significant employment opportunities,
we provide financial and hands-on
support to a range of community
organisations and support our
employees to help organisations

in their local communities.

Through our major projects and work to
manage our large asset base, we provide
opportunities to local suppliers of goods
and services, and a stimulus to regional
economies.

We engage with the communities in
which we work and seek the input and
views of stakeholders on our activities.
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Stakeholder
engagement approach

Hydro Tasmania has a stakeholder
engagement process in place for the
identification and engagement of key
stakeholder groups. The organisation-
wide stakeholder engagement manual
is based on AccountAbility’s AA1000
Stakeholder Engagement Standard and
the International Association for Public
Participation Australasia guidelines.

Our external assurers, Net Balance, noted
our application of these engagement
principlesin 2012 and 2013.

We are committed to communicating
with our stakeholders and the community
in an open and transparent way.

Good examples of how we operate are
the community consultations we have
undertaken for our major projects this
year including for TasWind on King Island,
the Musselroe Wind Farm, the Rowallan
Dam upgrade and the Meadowbank crest
gates refurbishment.

To understand the community’s views

in relation to our projects we hold
community open days and public
forums, develop fact sheets and provide
information on our website, in the media
and through social media.

The external stakeholder satisfaction
surveyin FY2012/13 was conducted
for the first time by an independent
marketing research consultant.

The stakeholder satisfaction rating of
76 per centis considerably lower than
the 91 per cent reported in FY2011/12
but compares well with stakeholder
satisfaction ratings for other similar
organisations (ranging 72—-82%’).

TasWind community
consultation

TasWindis a proposal to develop a
200-turbine wind farm on King Island,
connectedto the NEM in Victoriavia a
high-voltage underwater cable across
Bass Strait. This project isinnovative
in scale and technology but the real
innovation comes in our approach to
community consultation.
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Hydro Tasmania’s Environment and Heritage Manager, Sandra Hogue, at an open day
at Tarraleah Power Station as part of Tasmanian Heritage Week in 2013

The project proposal was announced to
the King Island community in November
2012 with a clear commitment that the
project would not go ahead without
community support. The first phase

of the project, before undertaking any
feasibility studies, involved extensive
community consultation. The TasWind
project team set up an office on the island
and amember of the team and his family
becameresidents.

Community forums and meetings

were held on the island to provide
information and to allow the project
team to understand issues from the King
Islanders’ points of view. The community
was kept updated through community
bulletins, fact sheets, a website and social
media. A consultative committee of King
Island residents was formed to make
sure that community members received
the information they needed to make

an informed decision on whether they
supported the wind farm feasibility study
being conducted, and to represent the
views of the community.

The community consultation phase
culminated in a survey to measure

the level of support. The survey found
that nearly 59 per cent of those who
responded were in support of a feasibility
study being undertaken. Opponents of
the project have threatened legal action
to prevent the project proceeding.

A staged feasibility process is now
underway.

Hydro Tasmania has again given the
King Island community an unequivocal
commitment that the project will not
proceed beyond the feasibility study
without broad community support.

This support will be measured prior to
lodgement of a development application
for the project.

This approach confirms our commitment
to communicate openly with our
stakeholders, listen and respond

to their views.

7 Enterprise Marketing and Research Services
(EMRS) personal communication.



Increasing connectivity
with the community

Social media is becoming an increasingly
important tool for businesses to connect
with their stakeholders and the wider
community. This year Hydro Tasmania
produced a social media standard to
support and guide our people to use

social media to initiate thought leadership,
engage stakeholders and provide an insight
into our business. This empowers our
people to use social media platforms such
as Facebook and Twitter and to interactin
conversations about the business, answer
questions about what we do and take

part in discussions on topics related to our
business. We also provide video updates

on our projects on YouTube. As well as using
online tools, we continue to promote our
general inquiry telephone number and
email address for contact and queries.

We also make a concerted effort to
support our employees to be outand
about in the community through our
employee volunteering program

(see The Community Initiative on page 68).

We have an active cultural heritage
program to make our history and

iconic assets accessible to the public.

We also recognise that access to our
sites for recreational purposes is very
important to Tasmanians so we monitor
water conditions constantly, publish
information on water levels in the media
and on our website and liaise closely with
key stakeholder groups.

We will continue to look for opportunities
for our business to be open and accessible
to our owners, the people of Tasmania.

2013 community survey

We surveyed 1000 Tasmaniansin
April 2013 and asked them general
questions about their knowledge of

Hydro Tasmania. The outcome showed
that there was a high level (83 per cent)

of understanding of our business and

70 per cent of respondents considered
Hydro Tasmania to be a source of pride

for Tasmanians. The survey showed
that there is alack of knowledge of
our subsidiary companies Entura
and Momentum Energy.

The people who responded were
particularly supportive of our
contribution to employmentin
Tasmania and the generation of
clean, non-polluting energy.

There was also very strong support
for the development of wind farms.

Of particular note, 25 per cent of
respondents stated that they have
apersonal connection to Hydro

Tasmania, either through employment

or their family. This result reinforces
the connection Tasmanians have to
Hydro Tasmania and our role in the
development of the State.

We want to share our story with the
community and will continue to take
opportunities to explain the breadth
of our business and the contribution
we make to Tasmania. Our centenary
year in 2014 is the ideal opportunity
to achieve this.

International Hydropower
Association involvement

Representatives from Hydro Tasmania
and Entura participated in the
International Hydropower Association
(IHA) World Congress in Sarawak,
Malaysiain May 2013.

Attracting more than 500 delegates from
80 countries, the IHA World Congress is
the leading global forum for hydropower,
providing a platform for dialogue between
the hydropower industry, investment and
development banks, governments and
non-government organisations.

Hydro Tasmania played a prominent role
in the congress, contributing speakers
across a number of sessions including
presentations on sustainability, renewable
energy integration, and climate change.

Hydro Tasmania is a sponsor and Board
member of IHA and played a leading role in
the development of the IHA's Sustainability
Assessment Protocol. The protocol was

a key topic of discussion at the congress,
with Hydro Tasmania attending the first
meeting of the Hydropower Sustainability
Assessment Council.

The congress provided an excellent
opportunity to raise Entura’s profile in
the global hydropower industry and
showcase the unique skills, experience
and practical solutions Entura brings to
energy and water projects. For Entura,
the congress provided valuable direct
contact with existing and potential clients,
particularly in Asia, who showed keen
interest in Entura’s expertise, projects
and services.

lompeted inthe Dragons AbreastDragon Boat corporate race day, raising funds for breast cancer awareness and support
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Bushfire recovery efforts

Hydro Tasmania was built by people
working together to overcome adversity.
This spirit was evident in January 2013
when parts of Tasmania experienced
devastating bushfires. The well-known
generosity of our people was evident
once again through ourimmediate
response to the crisis.

Hydro Tasmaniaimmediately donated
$25000 to the Australian Red Cross for the
bushfire appeal. Through our employee
volunteering program our people were
able to help St Vincent de Paul receive,
sortand deliver the enormous volume

of goods that were donated from all over
Australia. Our people also volunteered
with BlazeAid to help farmers restore

their properties.

Hydro Tasmania provided support and
resources during the initial management
of the clean-up and recovery effort.

Four of our linesmen from the Bass Strait
islands operations team travelled down
to support recovery efforts by Aurora
Energy to restore power to the affected
properties.

We also wanted to recognise the unsung
heroes of this type of disaster, the families
of the emergency workers. Childrenin
these families often spend long days at
home waiting for Mum or Dad to return
safely. We purchased ten passes for a
Lions Club community event called
‘Circus Quirkus' to thank the families

of emergency workers and give them
afundayoutasafamily.

To encourage the next generation of
active participants in our emergency
services we made a donation to the
Claremont Junior Volunteer Fire Brigade.
This program is invaluable in not only
teaching fire safety but also helps young
people learn leadership and teamwork
and educates our community on the
importance of volunteerism.

The impact of the bushfires will be felt
for many years to come. Hydro Tasmania
will continue to provide resources and
expertise to help communities get back
ontheir feet.

kle'holderand Community Coordinator Kate Hickey accepted an award on behalf
of the business, which was highly commended in the Hobart City Council Volunteer
Recognition Awards in the Volunteer Management Best Practice category

The Community Initiative

Hydro Tasmania's Community Initiative
aims to make a differencein the
community and provide our people with
different learning experiences outside
their everyday work.

The highlight of the program is the
success of the employee volunteering
program. The target for the first year

of operation was for 10 per cent of our
people based in Tasmania to be involved.
We achieved 22.8 per cent. This means
that 171 people were in the community
helping grassroots organisationsin
Tasmania deliver services that are so
important to the quality of life of many
people. Itisimportant to our people to be
able to make a personal contribution to
our community, and the support of Hydro
Tasmania is valued by employees.

As aresult of the employee volunteering
program, our people have been able to:

o Uusetheir professional expertise to
help not-for-profit organisations,
for example through volunteer
board positions

« mentor others, such as students or
people experiencing disadvantage
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« help Housing Tasmania tenants
reduce their electricity bills through
our partnership with Sustainable
Living Tasmania in the Energy
Champions program

« help Tasmanians recover from
devastating bushfires

« workasvolunteer fire fighters and
ambulance officers

o contribute to giving Tasmanians a
Christmas by having a food and toy
drive for the Salvation Army Christmas
Appeal.

Our work in the community was
recognised at the 2013 Hobart City
Council Volunteer Recognition Awards.
We received a Highly Commended award
in the Volunteer Management Best
Practice category.

Another highlight of the Community
Initiative this year was the launch of the
Skills in Action program. This program
isaway for our senior people to provide
pro bono expertise to the community.
The skills we have to offer are in the
areas of engineering, science, finance,
policy/analysis, governance/risk, human
resources, operations, negotiation,
information technology, project
management and strategy/business.



We have also beeninvolved in two
regional festivals, the North East Rivers
Festival and the Queenstown Heritage
and Arts Festival. In both cases Hydro
Tasmania provided sponsorship and our
people participated in the festivals, both
as competitors and volunteers. These are
emerging festivals that provide a boost
to the regional economy. For example,
evaluation of the Queenstown Heritage
and Arts Festival showed that for every
dollar of our sponsorship, more than $100
was attracted in the form of spending by
visitors to the festival.

Recreation and public
access to waterways

In FY2012/13 Hydro Tasmania adopted
recreational management principles to
guide the planning, development and
management of recreation opportunities
onour land and water bodies.

During FY2012/13 we improved access to
infrastructure for boating on some Hydro

Tasmania-managed waterways, working
with Marine and Safety Tasmania.

The main boat ramps at Great Lake were
improved to enable launching of larger
watercraft.

In association with Canoe Tasmania we
prepared the Bradys Lake recreational
development and management plan.
This plan will be implemented during
FY2013/14 and will include improved
access to the white water kayaking course
at Bradys Lake.

Access has beenimproved at the

Lake Margaret Power Station to allow
safe guided tours. Hydro Tasmania has
also developed a visitor experience
manual for the station which provides
interpretation of the Lake Margaret site.
Access to other parts of the site will be
developed over time.

Through a collaborative arrangement

with State and local land managers a
cross-agency recreational development
and management plan has been developed
forthe Mersey-Forth catchments.

Akey outcome of this planis the
improvement of access to recreational
areas across the catchment. The plan
will be implemented over the next five
years and will lead to a coordinated
approach to recreational management
inthe Mersey-Forth.

2012 Australasian Wind
for Wildlife Conference

Hydro Tasmania's community partnership
with Able Tasmania, a not-for-profit
organisation that provides services for
people living with disabilities, achieved
something special in FY2012/13.

The logo for the 2012 Australasian

Wind and Wildlife Conference was
designed by Aaron Pitcher, a participant
inthe Able Australia arts program
supported by Hydro Tasmania. This gave
the Able Australia artists the opportunity
towork onaprojectand provide a
valuable contribution to the conference.

Competitorsinaction in the Derby River Derby, part ofthe North East Rivers Festival, supported by Hydro Tasmania
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Smart Grid and community
support on King Island

Hydro Tasmania is improving the
power supply and increasing renewable
energy generation on King Island
through the KIREIP (see page 46).

From late 2013 the project will use
Smart Grid technology to better

match the demand of electricity

to the available renewable supply.

To demonstrate the advantages of
Smart Grid we needed a big group
of King Islanders to volunteer to be
part of the project. For each person
who signed up to participate, Hydro
Tasmania donated $50 to a local
community group of their choice.

This is a win-win situation.

Hydro Tasmania and the KIREIP project
continue to build King Island’s clean
and green brand and everyone in

the community has the opportunity

to benefit.
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CEO Safety Incentive
Scheme

This schemewasrunin FY2012/13asa
way to maintain our focus on safety but
to also help community groups enhance
their safety performance. For each
quarter that the whole Hydro Tasmania
group is without a lost time incident, up to
$20 000 is donated to community groups
across all of our regions.

Due to the success of this program we
have been able to help:

« the Sandford Scout Group purchase
two EPIRBs

« the Arrive Safe Society continue its
safe driving programs

« theKingston Fire Brigade purchase
an oxygen resuscitation kit

o the Nillumbik Junior Soccer Club
purchase first aid kits

« Loui's Van purchase equipment for the
safety of its kitchen staff and drivers

« the Wayatinah Ambulance Service
continue to respond to emergencies

o the YWCA in Melbourne continue
its projects focused on safety for
young women.
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2013 Supplier
satisfaction survey

Hydro Tasmania’s annual survey

of suppliers rates their satisfaction

with our performance as a customer.

All suppliers were invited to participate,
with aresponse rate of around 11 per
cent. Overall satisfaction was maintained
atlast year’s levels, at 91 per cent®,

Sustainability in the
supply chain

Sustainability is one of Hydro Tasmania's
core values and we are committed

to creating a sustainable future.
Sustainability for Hydro Tasmania involves
the transparent and balanced application
of economic, environmental and social
considerations to business decisions

and activities.

Each year different key suppliers

are asked to self-assess their own
performance on sustainability against

our principles. This demonstrates whether
key suppliers share similar values to us in
sustainability-related areas and helps us
determine business compatibility.

This year, 20 suppliers were invited to
participate in this self-assessment and
17 organisations responded. The suppliers
chosen included new suppliers to the
business and some smaller suppliers
who have animpact on our sustainability
performance. The overall score was

82 per cent?, one per cent less than last
year. In all seven of our sustainability
principles, this group of key suppliers
collectively self-assessed their
performance above our expected
benchmark of 75 per cent. Our rolling
three-year average score for the
self-assessment by suppliers sits

at 80 per cent.

8 The methodology for determining the score
from our annual suppliers’ satisfaction survey
excludes all responses marked ‘not applicable’.

9 Each supplier responds to seven questions,
rating their performance from 0 per cent (poor)
to 100 per cent (best practice).The final percentage
reported here is the average across all questions
and allrespondents.

y members inspect a turbine at close range during an open day at the Musselroe Wind Farm
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Procurement expenditure

InFY2012/13, we spent $124.96 million
with Tasmanian firms and $432.87 million
in total on a range of goods and services.
Tasmanian firms are defined as businesses
operating in Tasmania that have a
permanent office or presence in the
State and employ Tasmanian workers.
Utility costs such as electricity,
transmission and fixed telephony are
excluded. Our spending increased
significantly from last year as a result of
the Musselroe Wind Farm construction
project and the major upgrade and
connection of many of Hydro Tasmania’s
systems and processes.

Our procurement policy states that
we will give consideration to sourcing

supplies locally. We work with the

Industry Capability Network to help
source Australian suppliers of required
goods and services before sourcing from
overseas. Our tender documents require
that suppliers provide information on their
environmental and safety practices and
their sustainability policy and actions.

Other initiatives

Although the annual supplier survey

for FY2011/12 did not indicate any
material issues to address this year, our
communication with suppliers has been
an ongoing focus, especially regarding the
safety performance of some contractors
working on our sites and opportunities

for upcoming work.

Table 7: Stakeholder groups engaged by Hydro Tasmania

Tasmanian Government

Premier, Treasurer and advisors

Minister for Energy and Resources
and advisors

Tasmanian Government departments
andregulators

State Opposition
Electricity Reform Project Team

Other governments
(Australian and state governments)

Regulators
Government departments
Ministers, Tasmanian federal politicians

Local government

Councils

Tasmanian electricity industry

Aurora Energy

Transend Networks

Tasmanian community

Commercial and recreational land
and water users

Environment and heritage groups
Community organisations

Tasmanians

Employees

Staff and contractors
Unions

Customers, suppliers and partners

Wholesale and retail customers
Customers of consulting services
Suppliers of goods and services
Partners, consultants

Other

Media—national, state, local, industry
Industry associations
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The initiatives implemented in FY2012/13
included:

« establishing a Contractor Safety
Working Group (CSWG), a small team
of Hydro Tasmania personnel and
six contractor representatives who
met regularly to drive improvement
in contractor performance acting as
arepresentative body. The purpose
of the CSWG is to liaise directly with
our contractors to understand the
challenges they face in discharging
their work safely and obtain feedback
on how Hydro Tasmania can improve
its systems and processes to provide
a safer place of work. Through the
working group we have improved
contractor communications and made
application of the Hydro Tasmania
contractor management process
more consistent

o updating the external Hydro Tasmania
website to include a supply chain-
specific page to advertise upcoming
expressions of interest and tenders,
and latest news of relevance to
suppliers

« developing aninternal database
toreview the suppliers who have
registered interest with us to pre-
qualify for potential future work

« offering and encouraging feedback
to both successful and unsuccessful
bidders after tenders are awarded to
help them improve future bids, both
technically and commercially.

Basslink

Hydro Tasmania has an ongoing
commercial disagreement with
Basslink Pty Ltd (BPL). BPL is owned by
CitySpring Infrastructure Trust, a listed
Singaporean entity. Elements of these
disagreements date back to 2009.
Hydro Tasmania has unsuccessfully
attempted toresolve these disagreements
via commercial negotiation with BPL.
These disagreements have now been
referred to arbitration for resolution,
with a hearing fixed for November 2013.
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Safety is promoted actively to
everyone across the business.

Our safety performance is reflected in
our lost time injury (LTI) rate, which
measures the number of incidents that
resultin time off work of one day / shift
ormore. Itis a standard measure for
safety performance and is used by
many organisations.

While our lost time injuries remained
low in comparison to the rest of our
industry, we did not achieve our target
of zero LTI for the year. There were

6 lost time injuries involving Hydro
Tasmania staff and contractors.

This was partly due to inclusion

of contractor LTIs for the period,
following our decision to expand

our LTl reporting to cover contractors.
A contributing factor during the
reporting period was the large number
of contractors involved in construction
work at Musselroe Wind Farm.

We encourage our people to view safety
as everyone’s responsibility and reinforce
the importance of remaining vigilant
about our own and our colleagues’

safety in our work space, no matter
where we are.



Long-term sustainability indicators

Sustainability Indicator

Target

Performancein FY2012/13

Expectations/plans

code principle

FY2016/17

for the future

Attraction, capability Staff Maintain Achieved. Engagement score  The whole-of-business plan
and retention engagement engagement was 63% overall for the will be seeking to address our
We will continue to: score levels at the Hydro Tasmania group, main business-wide areas for
« offer opportunities high-performing the same aslast year'sscore. improvement. In addition, teams
for our employees to ben.chmark for are developing area-speciﬁc plaps
grow and develop our industry. to Ieverage strengths and |Qentlfg
. reward, recognise areas for improvement during
FY2013/14.
andvalue employee
contribution Percentage of ~ 80% of No data available. Implementation of an online
« listenand engage development  development module for performance
with our employees plans plans management in mysap will provide
and maintain sound implemented  implemented the ability to track and monitor
employment relations to employees’ progress of development plans.
« ensureadiverse and satisfaction.
equitable workplace.
Safety, health and Lost time Zero LTls. While incidents remained Ouraimistoreduce LTI
wellbeing injuries low for our industry, zero in FY2013/14 through,
We provide a safe (LTls) LTI has not been achieved. in part, piloting a behavioural
and healthy working There were 2 Hydro Tasmania  safety program. The pilot will be
environment. employee LTIsand 4 evaluated in 2014 to assess its
contractor-related LTls. effectiveness and potential for
il feg weray = 235 application across the business.
compared to the industry
average of 3.2.
Safety SRI=10. The target of SRI=3 for Since March 2013 SRI data is being
Reporting FY2012/13 has been reported by separate business
Index (SRI) achieved and, on occasion, lines. This enables specific targets

exceeded during the year.
At 30 June, the figure was
3.8 for the Hydro Tasmania

group.

to be set within the various lines of
business in accordance with the
local risk profile.

A SRl target of 5 has been set for
the business for FY2013/14.

Participationin  90%
Healthy Hydro

Program

participation
in program.

Participation in this program
exceeded 95% of employees.

The Healthy Hydro program will
continue into FY2013/14 with
focus on:

« continuation of the voluntary
medical program

« ergonomic risk reduction

« manual handling risk reduction

« targetedprogramssuch as
men'’s health and heart health
awareness.

Hydro Tasmania aims to attract,

develop and retain a competent and
dynamic workforce which has both the
skills to meet core business objectives
and the capacity to adapt to and

deliver on evolving business strategy.
This is achieved through successful
development and implementation of core
people strategies including workforce
planning, attraction, retention, talent
management, training and development.

The successfulimplementation of these
strategies is supported by appropriate
industrial agreements.

We provide attractive employment
opportunities for a significant number

of highly skilled Tasmanians across the
State in a wide range of professional fields
such as engineering, science, finance,
law, policy and apprenticeship programs,
attracting professionals from interstate

and overseas and encouraging talented
Tasmanians to remain in the State.

Hydro Tasmania remains committed

to ensuring all employees work in a

safe mannerreflecting the commitment
of no harm to anyone atany time.
Arange of initiatives are being pursued
to further improve safety performance.
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Attraction, capability
and retention

Employee profile

The Hydro Tasmania group employs
1146 people in three businesses with
offices in Hobart, Melbourne, Brisbane,
New Delhiand Cape Town. The majority
of employees are full-time (88 per cent),
with a small proportion of part-time

(9 per cent) and casual (2 per cent)

staff (Table 8). Employee numbers

are based on headcount andinclude
our Board members at 30 June 2013.

Statistical information about our
workforce is available on our website.

EPA Agreement

At 30 June 2013, the replacement
agreements for Hydro Tasmania
Enterprise Partnership Agreement
2009-2013 and Entura Enterprise
Agreement 2010-2013 were both still
being negotiated. The negotiations
between employees, bargaining
representatives (including unions)
and the business started in January
2013 and reflected adjustments to
comply with changes in the Fair
Work Act 2009.

Both agreements propose enhanced
remuneration models to strengthen

the link between strategic objectives,
pay for performance and remuneration.
There has also been a focus on providing
more flexibility in working arrangements
and preservation of employee
entitlements to balance both business
and employee needs. Employees have
expressed concern about the proposed
removal of the employee electricity
discount.

Workforce planning

Over the past 12 months Hydro Tasmania
has continued to conduct a number

of large-scale projects in addition to
‘business as usual. Among these

have been:

« amajor upgrade and connection of all
Hydro Tasmania's systems (mysap)

e construction of Musselroe Wind Farm

« engagementwith and participation
inimplementation of the Tasmanian
Government’s electricity industry
reform package

« negotiation of two Enterprise
Agreements.

Management of these projects has
required additional human resources and,
in some cases, specialised skills. These
pressures have tested our capability in
resource planning and have mainly been
addressed through hiring contractand
fixed-term labour. Projects are largely
running to schedule and we continue to
achieve strong business results, indicating
that we are able to ‘resource up’ to meet
the demands of projects in peak times.

In the longer term, however, we continue
to face challenges in attracting and
retaining specialist skills (such as
hydropower and dam engineering).
Workforce planning has continued to be

a strategic focus over the past 12 months,
during which we developed a business-
wide workforce planning process.

The process has been applied in several
parts of our business and as aresult, we are
implementing clear plans to close the gap
between the current workforce profile and
the profile required for the future.

For example, we have developed
recruitment practices that are more
effective in head-hunting people with
specialist and hard-to-find skills, and
succession planning for critical positions
isunderway.

Hydro Tasmania currently employs 29 young people as part of our Graduate Program.
The group picturedis taking part in a bonding day for graduates across the business
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Staff retention and talent
management

The talent management process

for the Hydro Tasmania group of
businesses has been further refined and
implemented over the past 12 months.
Our talent management process has three
components: succession (identification

of critical positions and how successors
can be developed/sourced); high-potential
development (targeted development

of employees with potential for a higher
level or more complex position); and
retention (of key people with skills critical
to continued business operation).

Work is well underway on development

of a talent management module within
mysap (see page 30) which will enable
automation of parts of our talent
management process, as well as improved
reporting on talent risks and actions to
mitigate risks.

2013 employee
feedback survey

Overall employee engagementis a
key performance indicator for Hydro
Tasmania, and each year we conduct
asurvey of employees to measure
engagement.

The survey:

« providesinsight into key areas of
concern for employees that can then
be prioritised for action

« provides abenchmark to measure the
effectiveness of internal programs and
identify trends

« helpsusunderstand what motivates,
and demotivates, employees

« providesan opportunity for
employees to voice their concerns
anonymously and to contribute to
improving the business and working
environment

« tellsusifourpeople:
— believe inthe organisation
— have a desire to make things better

— understand the business context
and the bigger picture

— arealigned with ourvalues

— arewilling to go the extra mile.

Table 8: Total workforce by employment type

2008 2009 2010 2011 2012 2013
Full-time 732 755 752 697 884 1015
Part-time 57 75 73 74 85 107
Casual 30 30 19 20 25 24
Total 819 860 844 791 994 1146

' Datafor2008-2011 does not include staff of Momentum Energy or Entura’s Indian office, with the exception
of the Manager of that office. Data for 2012-2013 reflects all employees of the Hydro Tasmania group.

Right Management conducted the
survey again this year. The survey
measures engagement through eight
specific questions related to employees’
satisfaction, commitment, pride and
advocacy. All of these questions must be
answered positively for an employee to
be considered engaged.

Hydro Tasmania group’s 2013 employee
engagement score remained steady

at 63 per cent, the same asin 2012.

This score is well above both the
Australian average of 34 per cent

and the benchmark of 58 per cent for
high-performing organisations (based on
Right Management's latest benchmarking
study results released in June 2012).

The results are particularly pleasing

given the major challenges faced by the
business during the year, such asindustry
reforms, implementation of mysap,

and meeting challenging sales targets.

In addition to the positive engagement
result, the response rate for this year’s
survey increased to 84 per cent.

This constitutes a welcome increase on
last year's response rate of 80 per cent.

Similar to 2012, this year’s key strengths
and drivers of engagement for the Hydro
Tasmania group relate to health, safety
and wellbeing, commitment to the
environment and sustainability. However,
if we are to maintain and improve our
strong levels of engagement, the survey
identifies areas we need to work on. These
include managing change, learning from
the past and sharing information, as well
as improving the way we attract and
retain talent.

Graduate program

Hydro Tasmania’s graduate program has
beenin place since 2008. We reviewed the
programin 2012 inresponse to questions
raised by stakeholders across the business
about the purpose of the program and the
extentto which itis meeting business area
needs. The purpose of the review was to
identify opportunities forimprovement to
the program to ensure it remains relevant
to all areas of the Hydro Tasmania group
and continues to support the business
strategy.

The review was conducted by a working
party comprised of business area and
graduate program representatives,

and involved focused sessions covering
one or more program elements/issues.
The review resulted in changes to the
graduate program purpose, vision and
objectives, recruitment processes, and
general administration of the program.
Feedback on the revised program from
business areas and graduates shows that
the programis perceived as of real value
to Hydro Tasmania.

Learning and development

To support continued learning and
development within Entura two key
initiatives were implemented during

the past year. My Careeris Entura’s career
progression and consultant capability
framework. My Career outlines career
paths and key skills required within
Entura as well as supporting tools

for career planning.

Learning and development s also
supported by the launch of a dedicated
knowledge-sharing and management
platform called the Institute of Thinking.
The Institute of Thinking uses document
management, wiki, blog, and twitter to
provide forums for internal collaboration
and knowledge management.

Hydro Tasmania Annual Report



Achieving excellence

Left: Richard Herweynen. Middle: Andy Crawford. Right: Nigel Clark (centre)

Three employees were singled out by industry peers over the past year
for excellence in their field.

Richard Herweynen, Entura’s Principal
Civil Engineer, was awarded the
Tasmanian Professional Engineer

of the year (Tasmanian division,
Engineers Australia). The award
recognises Richard's contribution to
dams and hydropower development
around Australia and internationally.
Richard has continued to build and
share his knowledge and has taken

an active role in mentoring young
engineers. Richard has been the lead
dam designer for a number of recent
projects around Australia, many of
which have received numerous awards
for engineering excellence.

Sustainability Coordinator Andy
Crawford won the inaugural
Tasmanian Young Water Professional
of the Year. Andy has eight years’
experience in the industry. The award
recognises his contribution and
leadership in the industry through
supporting new environmental

work methods, achieving external

ISO 14001 certification for Hobart
Water's Environmental Management
System, delivering tailored school
education sessions to approximately
1500 students every year and raising
students’ awareness of water issues.
Andy joined Enturain 2012 as a water
quality professional and is currently on
secondment with Hydro Tasmaniain
the role of Sustainability Coordinator.
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Momentum Energy’s Managing
Director Nigel Clark won CEO
Magazine's award for Energy and
Resources Executive of the Year in
November 2012. The award recognises
Nigel's strong and ethical leadership
in a multi-billion dollar industry and
his drive, which has resulted in rapid
and strong growth of what was only
afew years ago a start-up retail
company. Momentum Energy was
acquired by Hydro Tasmania in 2009
and its revenue has doubled each
year since that time. Nigel's vision
for Momentum Energy leverages the
natural brand assets of renewable
energy generation and ‘challenger
retail spirit’ to create a platform for
genuine growth.




Safety, health and wellbeing

Our Safety Improvement Plan (SIP)
identifies the key health and safety

activities necessary to deliver our primary

value of no harm to anyone at any time.
During FY2012/13, Hydro Tasmania
undertook a risk-profiling exercise to
identify and rank significant health and
safety risks within each business unit.
We used the exercise to update the SIP
and guide activities undertaken as part
of the SIP. Key activities included:

o certification of Hydro Tasmania’s
health and safety procedures
to OHSAS 18001. Thisisan
internationally recognised safety
standard, and certification helps to
ensure that we meet our duty
of care under an auditable system.

« introduction of SRI. This index s a
metric for measuring near-misses
and hazards. Near-miss information
isimportant to help us identify trends
and helps us prevent potential future
incidents.

« introduction of a behavioural
safety program, Safe Start. This
program aims to improve individuals’
awareness of hazards caused by
human error. It is being piloted in the
Technical and Operations division to
assessits value.

« introduction of adriver training
program.

« training in fatigue management.
Effective fatigue management
continues to be a priority for
Hydro Tasmania.

« improvementsin contractor safety
information. Information collected
on OHS incidents involving contract
workers has identified a need to
ensure they are better informed
and able to work within our safety
requirements.

In addition, we reviewed the revised
workplace health and safety legislation
to ensure that our current procedures
are compliant. The review highlighted
key areas that required enhancement

of our processes, particularly incorporating

safety considerations in design and
management of registered plant and
equipment.

The value of the program has been proven
through diagnosis of various previously
undetected medical conditions for which
people have subsequently been able to
seek treatment. Ninety-five per cent of
our employees participate in the program.

The Healthy Hydro program provides
employees with free flu vaccinations,
fitness and medical assessments, and
health and wellbeing seminars. Individual
medical assessments for our people are
free, confidential and comprehensive.

Table 9: Safety statistics as at 30 June for 2009-2013*

2009 2010
Fatalities 0 0 0 0 0
Lost time injury frequency rate! 2.8 2.1 0.6 2.32 2.39
f“:':i‘;'ct;erzttge”t injury 6.6 60 116 103 112
Severity frequency rate? 60.0 21.3 135 14.2 41
Allinjury frequency rate* 42.0 39.4 31.4 38.2 32.2
Occupational disease rate® 0 0.645 0 0 0.45
Hydro Tasmania staff LTIs 4 3 1 2 2
Contractor LTls 1 2 0 3 4
Safety Reporting Index (SRI) 3.8°

*

Data does notinclude Entura’s India office.

OHS data does not comply with Global Reporting Initiative (GRI) methodology, as it is based on AS 1885,
except the number of employees is based on full-time equivalent (FTE) rather than head count.
Contractorincidents and hours are included in the LTI frequency rate.

-

The calculation for LTI frequency rate is:
(Number of incidents/number of hours worked) x 1,000,000
Number of hours worked = number of FTE x number of working days x number of hours in a working day (7.5)

LTlis an absence from a complete shift due to workplace injury (scheduled work only).

Medical Treatment Injury (MTI) is calculated as a rolling average and relates to receiving medical attention
due toworkplace injury and returning to work.

Severity frequency rate is calculated as arolling average and relates to the average number of work days lost
per LTI per million man hours. This indicator is also referred to as Lost Day Rate (LDR) for GRI reporting and is
for Hydro Tasmania employees only.

IS

Allinjury frequencyrate is calculated as a rolling average andrelates to LTls, MTls and first aid treatments.

Occupational disease rate (ODR) is calculated using recorded incidents that fall within the definitions of
disease statedin AS1885.1-1990 Workplace injury and disease recording and reporting, and as defined by
the International Labour Organization.

The calculation for ODRis:
(Number of incidents/number of hours worked) x 1,000,000
Number of hours worked = number of FTE x number of working days x number of hours in a working day (7.5)

o

Hydro Tasmania commenced recording / reporting on the SRIin July 2012. SRl is calculated as the sum of the
number of reports of hazards and near-misses divided by the total number of injuries. Data provided is the
12 month average from July 2012.

SRI = (Number of hazard & near-miss reports)

(total number of injuries)
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Income Statement for the Year Ended 30 June 2013

CONSOLIDATED PARENT
NOTE 2013 2012 2013 2012
$’'000 $'000 $°000 $’'000
Revenue
Sale of products and services 1,546,369 1,039,693 736,773 607,380
Fair value gains 2(b) 17,789 19,513 16,397 13,026
Share of profit of joint venture entities 1,756 - - -
Other 11,860 11,438 3,079 10,117
Total revenue 1,577,774 1,070,645 756,249 630,523
Expenses
Direct expenses 960,782 590,001 206,331 217954
Labour 120,539 104,802 99,415 91,374
Depreciation 91,373 82,273 89,937 81,296
Finance expenses 2(a) 67,501 86,687 66,451 78,901
Fair value losses 2(c) 19,712 105,084 19,712 111,298
Impairment expenses 2(d) 484,315 - 396,889 -
Share of loss of joint venture entities - 384 - -
Other 82,074 83,544 64,468 61,850
Total expenses 1,826,296 1,052,775 943,203 642,673
(Loss)/profit before income tax equivalent expense (248,522) 17,869 (186,954) (12,151)
Comprising:
Result before fair value movements and impairment expenses 237,716 103,440 213,251 86,120
Net fair value losses (1,923) (85,570) (3,315) (98,273)
Impairment expenses 2(d) (484,315) - (396,889) -
(Loss)/profit before income tax equivalent expense (248,522) 17,869 (186,954) (12,152)
Income tax equivalent (benefit)/expense (59,697) 3,997 17,528 (3,830)
(Loss)/profit after tax attributable to owners of the parent (188,825) 13,872 (204,481) (8,322)
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Statement of Comprehensive Income
for the Year Ended 30 June 2013

CONSOLIDATED PARENT

NOTE 2013 2012 2013 2012

$'000 $'000 $'000 $'000
Profit/(loss) after tax attributable to owners of the parent (188,825) 13,872 (204,481) (8,322)

Other comprehensive income

Items that will not be reclassified in subsequent years

to operating result
Revaluation of property, plant and equipment (321,351) 321,351 (321,351) 321,351
Actuarial gain/(loss) on RBF provision 17 50,889 (91,503) 50,889 (91,503)
Income tax relating to components of other
comprehensive income 78,139 (68,954) 78,111 (68,868)
Items that may be reclassified in subsequent years
to operating result
Foreign currency translation gain/(loss) 96 (287) - -
Fair value gain/(loss) on cash flow hedges 5,122 (18,581) 9,119 (18,581)

Share of other comprehensive income of associates - -
Income tax relating to components of other

comprehensive income (1,565) 5,660 (2,736) 5,574
Other comprehensive income for the year, net of tax - - - -
Total other comprehensive income (188,670) 147,686 (185,968) 147974

Total comprehensive income/(loss) attributable to the
owners of the parent (377,495) 161,559 (390,449) 139,651

The Statement of Comprehensive Income is to be read in conjunction with the notes to and forming part of the financial report
included on pages 89 to 142.
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Balance Sheet as at 30 June 2013

CONSOLIDATED PARENT
2013 2012 2013 2012
$'000 $'000 $’000 $’000

Current assets

Cash and cash equivalents 15,669 7,029 11,111 1,267

Receivables 6 220,828 142,062 127,999 87,896

Investments 7(a) 24,137 32 24,100 -

Inventories 8 43,680 54,706 Bl 552 42,659

Other financial assets 11(a) 73,277 202,368 106,168 242,665

Assets held for sale 9 - 116,731 - 110,793
Total current assets 377,591 522,928 320,930 485,279
Non-current assets

Investments 7(b) 66,696 34,557 205,477 190,262

Property, plant and equipment 10 4,188,436 4,484,569 4,070,467 4,467,740

Other financial assets 11(b) 473,915 715,986 473,471 715,675

Goodwill 12 16,396 47,796 - -
Total non-current assets 4,745,443 5,282,908 4,749,415 5,373,677
TOTAL ASSETS 5,123,034 5,805,836 5,070,345 5,858,956
Current liabilities

Payables 13 142,732 124,700 78,696 89,406

Interest-bearing liabilities 14(a) 135,669 211,252 135,669 211,252

Provisions 15(a) 58,570 54,114 31,038 29,043

Provision for income tax 4(c) 61,606 28,938 61,606 28,938

Other financial liabilities 16(a) 173,773 464,891 303,326 586,643
Total current liabilities 572,350 883,895 610,335 945,282
Non-current liabilities

Interest-bearing liabilities 14(a) 770,126 645,554 770,126 645,554

Deferred tax liabilities 4(d) 560,307 772,775 644,831 796,224

Provisions 15(b) 492,799 413,133 350,256 401,033

Other financial liabilities 16(b) 934,355 958,432 934,355 958,432
Total non-current liabilities 2,757,587 2,789,894 2,699,568 2,801,243
TOTAL LIABILITIES 3,329,937 3,673,789 3,309,903 3,746,525
NET ASSETS 1,793,097 2,132,047 1,760,442 2,112,431
EQUITY

Contributed equity 360,239 271,100 360,239 271,100

Reserves (19,226) 296,907 (14,789) 297,443

Retained earnings 1,452,084 1,564,040 1,414,992 1,543,888
TOTALEQUITY 1,793,097 2,132,047 1,760,442 2,112,431

The Balance Sheet is to be read in conjunction with the notes to and forming part of the financial report included
onpages 89to 142.
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Cash Flow Statement for the Year Ended 30 June 2013

CONSOLIDATED

2013
$'000

2012
$'000

PARENT
2013
$'000

2012
$'000

CASH FLOW FROM OPERATING ACTIVITIES
Inflows:
Receipts from customers
Operating grants and subsidies received
Interest received

Outflows:

Payments to suppliers and employees
Interest paid

Government guarantee fee

Income tax equivalent paid

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOW FROM INVESTING ACTIVITIES
Inflows:
Proceeds from sale of property,
plant and equipment
Proceeds from financial derivatives
Proceeds from divestment
Dividends from joint venture

Outflows:
Business acquisition
Payments for financial derivatives

Payments for property, plant and equipment

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOW FROM FINANCING ACTIVITIES
Inflows:
Proceeds from Tascorp loans

Outflows:
Repayment of Tascorp loans
Repayment of finance lease
Dividend paid
NET CASH USED IN FINANCING ACTIVITIES

NET INCREASE/(DECREASE) IN CASH
CASH AT BEGINNING OF THE YEAR

CASH AT END OF THE YEAR

1,488,304 1,007,227 731,643 586,856
7,756 8,032 7,756 8,032
685 873 298 311
(1,129,478) (784,011) (312,948) (350,211)
(44,354) (61,289) (44,418) (50,716)
(8,595) (8,697) (8,595) (8,697)
(52,769) (54,799) (52,769) (54,799)
5(b) 261,549 107,336 320,967 130,776
763 509 763 509
31,679 - 31,679 -
90,176 88,082 84,690
1,400
(4,326) - (1,875) ;
. (13,041) . (13,041)
(141,558) (167,379) (110,652) (180,619)
(21,866) (91,829) (80,085) (108,461)
427,000 565,600 427,000 565,600
(582,600) (537,601) (582,600) (537,601)
(652) (636) (652) (636)
(50,686) (49,008) (50,686) (49,008)
(206,938) (21,645) (206,938) (21,645)
32,745 (6,138) 33,944 670
7,061 13,199 1,267 597
5(a) 39,806 7,061 35,211 1,267

The Cash Flow Statement is to be read in conjunction with the notes to and forming part of the financial report included

onpages 89 to 142.
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Statement of Changes in Equity for the Year Ended 30 June 2013

CONSOLIDATED PARENT

NOTE 2013 2012 2013 2012
$'000 $'000 $'000 $'000

CONTRIBUTED EQUITY

Balance at the beginning of the year 271,100 271,100 271,100 271,100
Equity contributions from the State of Tasmania 89,139 - 89,139 -
Balance at the end of the year 360,239 271,100 360,239 271,100
RESERVES
Asset revaluation reserve
Balance at the beginning of the year 321,351 - 321,351 -
Asset revaluation (decrement)/increment (321,351) 321,351 (321,351) 321,351
Balance at the end of the year - 321,351 - 321,351
Derivative revaluation reserve 1.2(j), 1.2(r)
Balance at the beginning of the year (23,908) (5,327) (23,908) (5,328)
Forward exchange contracts 4,450 (5,096) 4451 (5,096)
Interest rate swaps 672 (13,485) 4,668 (13,485)
Balance at the end of the year (18,786) (23,908) (14,789) (23,908)
Foreign currency translation reserve
Balance at the beginning of the year (536) (249)
Foreign currency translation 96 (287)
Balance at the end of the year (440) (536)
TOTAL RESERVES (19,226) 296,907 (14,789) 297,443
RETAINED EARNINGS
Balance at the beginning of the year 1,564,040 1,747,929 1,543,888 1,756,015
Net (loss)/profit for the year (188,825) 13,872 (204,481) (8,322)
Dividend paid (50,686) (49,008) (50,686) (49,008)
Deferred income tax recognised directly in equity 4(b) 76,574 (63,294) 75,375 (63,294)
Actuarial gain/(loss) on RBF defined benefit plan 17 50,889 (91,503) 50,889 (91,503)
Woolnorth accumulated losses divested - 6,044 - -
Musselroe accumulated losses divested 91
Other 1 - 7 -
Balance at the end of the year 1,452,084 1,564,040 1,414,992 1,543,888
TOTALEQUITY 1,793,096 2,132,047 1,760,442 2,112,431

The Statement of Changes in Equity is to be read in conjunction with the notes to and forming part of the financial report included
onpages 89to 142.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.1 DETAILS OF REPORTING ENTITY

The financial statements and notes thereto relate to Hydro-Electric Corporation (the Corporation), which is a Tasmanian Government
Business Enterprise and a consolidated reporting entity. The Corporation was established as the Hydro-Electric Commission by the
Hydro-Electric Commission Act 1944 and was incorporated by the Hydro-Electric Corporation Act 1995. The Corporation trades using
the business names Hydro Tasmania, Entura and Momentum Energy.

The Corporation’s Australian Business Number is 48 072 377 158. Its principal place of business is 4 Elizabeth Street, Hobart, Tasmania.

The Corporation owns 64 major dams, 28 operating hydro power stations, supplies electricity to Bass Strait islands via diesel and wind
power generation and operates a consulting business. The Corporation also owns a retail electricity company, Momentum Energy
Pty Ltd, trading in all regions of the National Electricity Market (NEM). On 1 June 2013, under the Tasmanian Government’s electricity
reform, the Tamar Valley gas-fired power station was transferred to the Corporation. This comprises two open-cycle gas turbines and
one closed-cycle gas turbine.

At 30 June 2013 the Corporation had 1126 full-time equivalent employees (FTEs) (2012: 947 FTEs) including 6 non-executive
directors (2012:6).

The Corporation holds Australian Financial Services Licence number 279796 and Momentum Energy Pty Ltd holds Australian
Financial Services Licence number 253085. These licences authorise the Corporation to carry on a financial services business in
accordance with the licence conditions.

The financial report for the year ended 30 June 2013 was adopted by the directors on 14 August 2013.

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies which have been adopted in the preparation of these financial statements have been consistently applied
by each entity in the consolidated group.

(a) Basis of preparation

The financial report is a general purpose financial report prepared on an accrual basis under the historical cost convention except
for derivative financial assets and liabilities, inventory of environmental energy products and generation assets which are carried
at fair value.

The carrying values of recognised assets and liabilities that are hedged are adjusted to record changes in the fair value attributable
to therisks that are being hedged.

The financial report is prepared in accordance with:

»  Hydro-Electric Corporation Act 1995

o Government Business Enterprises Act 1995 (GBE Act) and related Treasurer’s Instructions

« Australian Accounting Standards and interpretations

« financial disclosure requirements of the Corporations Act 2001, where applicable to the operations of the Corporation and its
subsidiaries, and other requirements of the law.

(b) Statement of compliance

The financial report is compliant with Australian Accounting Standards including the Australian equivalents to International Financial
Reporting Standards (AIFRS).

In complying with AIFRS the Corporation is ensuring that the consolidated financial statements and accompanying notes are also
compliant with International Financial Reporting Standards.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The following Australian Accounting Standards are applicable to the Corporation and have recently beenissued or amended but as
they are not yet effective the Corporation has chosen not to adopt them for the year ended 30 June 2013:

AASB Affected Standard Nature of change to accounting policy Reporting periods  Application date

Amendment commencing on for the Corporation
or after
AASB9 Financial Instruments New standard partially replacing AASB 1 January 2015 30June 2016
139 Financial Instruments Recognition
and Measurement—the classification and
measurement of all financial assets will mean
the redesignation of some financial assets.
AASB 10 Consolidated Replaces parts of AASB 127 Consolidatedand 1 January 2013 30June 2014
Financial Statements  Separate Financial Statements and broadens
the situations when an entity is considered
to be controlled by another entity—minimal
disclosure changes expected.
AASB 11 JointArrangements  Replaces AASB 131 Interests in Joint Ventures 1 January 2013 30June 2014
and uses the principle of controlin AASB 10—
minimal disclosure changes expected.
AASB 12 Disclosure of Interests New disclosures about the judgementsmade 1 January 2013 30 June 2014
in Other Entities by management to determine whether control
exits and summarised information around
those which are not considered controlled—
minimal disclosure changes expected.
AASB13 Fair Value Provides guidance on how to determine 1January 2013 30June 2014
Measurement fair value and expands the disclosure
requirements for all assets or liabilities
carried at fair value—this willimpact on the
values of some liabilities including borrowings,
and willincrease disclosures within the
financial instruments note.
AASB 119 Employee Benefits Revises the accounting for defined benefit 1 January 2013 30June 2014
plans. Requires that the liabilities arising from
such plans be recognised in full with actuarial
gains and losses being recognised in other
comprehensive income—no change.
AASB 2012-2  Disclosures— Amends AASB 7 Financial Instruments: 1January 2013 30June 2014
Offsetting Financial Disclosures to require an entity to disclose
Assets and Financial  information about rights of offset and related
Liabilities arrangements for financial instruments under
an enforceable master netting agreement—
unlikely to change current disclosures.

AASB 2012-3  Offsetting Financial ~ Addresses inconsistencies in current practice 1 January 2014 30 June 2015
Assetsand Financial ~ when applying the offsetting criteriain
Liabilities AASB 132 Financial Instruments:

Presentation—no change to current policy.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(c) Principles of consolidation
The consolidated financial report includes the Corporation, being the parent entity, and its controlled entities.

The financial report includes the information and results of each controlled entity from the date on which the Corporation obtained
control and until such time as the Corporation ceased to control the entity. The financial reports of subsidiaries are prepared for the
same reporting period as the Corporation.

In preparing the consolidated financial report, the effects of all transactions between entities in the group have been eliminated.

(d) Significant accounting judgements

Inthe process of applying the Corporation’s accounting policies, the Corporation has made the following judgements, apart from
those involving estimates, which have a significant effect on the amount recognised in the financial report.

« Fairvalue of hydro generation assets

Note 1.2(i) and note 10 describe the judgement process adopted in assessing fair value of hydro generation assets.
Note 1.2(m) describes the judgement process adopted to estimate the recoverable amount of property, plant and
equipment when an indication of impairment exists or when a previous indicator of impairment has reversed.

« Financial liabilities and financial assets

Notes 1.2(j) and (r) describe the valuation methods applied to the Corporation’s financial liabilities and financial assets which
include judgements about market conditions and activity.

(e) Significant accounting estimates and assumptions

The Retirement Benefits Fund provision detailed in note 17 has been assessed by the State Actuary and various actuarial
assumptions have been applied to arrive at the carrying value reported.

(f) Receivables

Current trade receivables include amounts receivable on 30 day terms from Australian Energy Market Operator (AEMO) for electricity
sales and amounts receivable on 30 to 90 day terms for consulting services. They also include amounts receivable on terms varying
from 14 to 90 days for retail sales of electricity. Receivables are recognised and carried at the invoiced amount less an allowance for
impairment. Such an allowance is only recognised when there is objective evidence that the debt is impaired. Anybad debts are
written off as an expense or against the provision forimpairment.

Alltrade receivables are non-interest-bearing except for Entura consulting receivables which, if past due, are charged interest in
accordance with the contract.

Non-current receivables are recognised and carried at amortised cost. Amortisation of receivables is calculated using the effective
interest method. Any allowance forimpairmentis deducted from the carrying value.

Prior to extending credit to new Entura consulting clients and Momentum retail customers, credit checks are undertaken by
referencing external credit reports and contacting credit referees. Additional risks are reviewed in relation to new international clients.
(g) Inventories

Inventory of environmental energy products (EEPs) is carried at fair value. Fair value represents prices under forward sales contracts
and, to the extent that inventory is not held for delivery against forward contracts, spot prices at balance date. Renewable energy
certificates created through energy generation are recognised as inventory once the calendar year is completed and the certification
process has been completed. Inaddition, if baseline generation has been exceeded in the current calendar year, the EEPs generated
from that excess are recognised as inventory.

Otherinventories are carried at the lower of cost and net realisable value.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs necessary to make
the sale.

(h) Cash and cash equivalents

Cash and cash equivalents reported in the Balance Sheet and Cash Flow Statement comprises cash on hand and in banks and
short-term deposits. Short-term deposits have an original maturity of three months or less, are readily convertible to known
amounts of cash and are subject to an insignificant risk of change in value.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i) Property, plant and equipment

The Corporation carries its hydro generation assets at fair value. The basis for the fair value calculation is described in note 10.
The Corporation’s other property, plant and equipment assets are carried at cost less accumulated depreciation and impairment.

The remaining useful life of property, plant and equipment and the residual value at the end of the useful life are reviewed annually.

Depreciation of property, plant and equipment, other than land, is based on remaining useful life using the straight-line method.
Useful lives applicable to each class are as follows:

2013 2012

Hydro generation 3-150years 3-150uyears
Other generation 3-50uyears 3-50years
Motor vehicles 4—33 years 4 -33 years
Minor assets 1-10uyears 1-10years
Buildings 5-50years 5-50years

Property, plant and equipment is written off upon disposal or when there are no future economic benefits expected from its
continued use. Any gain orloss isreported in the Income Statement.

(j) Other financial assets

Financial assets in the scope of AASB 139 Financial Instruments: Recognition and Measurement are classified as held-to-maturity
investments, loans and receivables, at fair value through profit or loss or available for sale investments. When financial assets are
initially recognised they are measured at fair value. Directly attributable transaction costs are included in the carrying value of
investments classified as held to maturity. The Corporation determines the classification of its financial assets after initial recognition
and, where appropriate, re-evaluates this designation at each financial year end. All routine purchases and sales of financial assets are
recognised on the trade date being the date that the Corporation commits to purchase the assets.

o Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity
investments when the Corporation has the intention and ability to hold them to maturity. Investments intended to be held for
an undefined period are notincluded in this classification. Investments that are intended to be held to maturity are measured
atamortised cost. This cost is computed as the amount initially recognised minus principal repayments plus or minus the
cumulative amortisation of any difference between the initially recognised amount and the maturity amount, calculated
using the effective interest method. This calculation includes all fees and margins paid or received between parties to the
contract that are anintegral part of the effective interest rate, all transaction costs and all other premiums and discounts.
Forinvestments carried at amortised cost, gains and losses are recognised in the Statement of Comprehensive Income

when the investments are derecognised or impaired, as well as through the amortisation process.

« Loans andreceivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. Such assets are carried at amortised cost using the effective interest method. Gains and losses are
recognised in the Income Statement when the loans and receivables are derecognised or impaired, as well as through
the amortisation process.

o At fair value through profit or loss

Financial assets are classified as being at fair value through profit or loss where the financial asset has been acquired
principally for resale in the near future, is part of an identified portfolio of financial instruments that the Corporation

manages together, has arecent actual pattern of trading and is a derivative that is not designated and effective as a

hedging instrument.

(k) Goodwill

Goodwill represents the excess of the cost of the acquisition over the net fair value of the identifiable assets, liabilities and contingent
liabilities of the subsidiary acquired. Goodwill is measured at cost less accumulated impairment losses. Refer note 1.2(m).
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(I) Research and development

Research expenditure is expensed when incurred. Expenditure incurred during the development phase of an internal project is
recognised as an asset only when all of the following criteria are met:
« technical feasibility demonstrates the asset to be available for use or sale currently or after completion of development

« thereisanintention, and the ability, to use or sell the asset upon completion
« generation of probable future economic benefits can be demonstrated
« adequate technical, financial and other resources are available to develop the asset to a state where it can be used or sold

« expenditure incurred in the development phase can be reliably measured and attributed to the asset.

Following initial recognition of development expenditure, the asset is valued in accordance with note 1.2(i).

(m) Assetimpairment

At each reporting date the Corporation assesses whether there is an indication that an asset may be impaired. If any such indication
exists the Corporation makes an estimate of the asset’s recoverable amount. For goodwill that has indefinite life the recoverable
amount is estimated each year. An asset’s recoverable amount is the higher of its fair value less costs to sell and its value in use.
Value in use is determined for each individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets. In such cases the asset is tested for impairment as part of the cash generating unit (CGU)
towhich it belongs. Goodwill acquired in a business combination, for the purpose of impairment testing, is allocated to the CGUs that
are expected to benefit from the synergies of the combination.

When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset or CGU is considered impaired and is written
down toits recoverable amount. Impairment losses are allocated first to reduce the carrying amount of any goodwill allocated to the
CGU and then to reduce the carrying amount of the other assets in the CGU on a pro rata basis. The Corporation classifies its hydro
generating assets, the Momentum Energy retail business and the gas-fired generation business as separate CGUs.

In assessing value in use, the estimated future cash flows are discounted to their present value using the pre-tax nominal weighted
average cost of capital that reflects current market assessment of the time value of money and the expected life of the asset.
In assessing fair value, estimates are made of the current market value of an asset less estimated cost of sale.

An assessment is also made at each reporting date as to whether there is any indication that the cause of previously recognised
impairment losses may no longer exist or have decreased. A previously recognised impairment loss is only reversed if there has
been a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised.
If thatis the case the carrying amount of the asset is increased to its recoverable amount and a gain is recognised in the Income
Statement. The impairment reversal cannot result in a carrying amount exceeding the amount that would have been determined,
net of depreciation or amortisation, had no impairmentloss been recognised for the asset in prior years. Animpairment loss in
respect of goodwill is not reversed.

(n) Payables

All trade payables and accrued expenses are unsecured and non-interest-bearing, are normally settled within supplier credit terms
and are carried at the invoiced amount.

(o) Provisions

A provision is recognised when there is a legal or constructive obligation as aresult of a past event, it is probable that a future sacrifice
of economic benefits will be required to settle the obligation and a reliable estimate can be made of the obligation.

Provisions relating to a liability that is expected to be settled more than 12 months after the balance date are discounted using
a pre-tax rate that reflects the risks of the underlying liability.

An onerous contract is considered to exist when the Corporation is party to a contract under which the unavoidable cost of meeting
contractual obligations exceeds the economic benefits to be received. Net obligations arising under onerous contracts are
recognised as a provision.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(p) Employee benefits

« Wages, salaries and annual leave

Liabilities for wages, salaries and annual leave are recognised as the present obligations resulting from employees’ services
provided to the reporting date. These liabilities include related on-costs and are expected to be settled within 12 months.
Accordingly they are undiscounted and based on wage and salary rates that the Corporation expects to apply at the time
of settlement. For 2013, the on-costs attributable to the annual leave provision were $1.1 million (2012: $0.9 million).

Sick leave is non-accumulating and is recognised as an expense when the leave is taken.

* Longservice leave

The provision for long service leave represents the present value of the expected future cash payments for entitlements
earned through employees’ services provided to reporting date.

The provision is calculated using expected future increases in wage and salary rates including related on-costs and the
expected rate of utilisation based on historical patterns and is discounted using Commonwealth Bond rates at reporting date.
The provision is segregated into current and non-current portions based on vesting of entitlements in the next 12 months.
For 2013, the on-costs attributable to the long service leave provision were $1.6 million (2012: $1.5 million).

« Defined benefit plan

The Retirement Benefits Fund (RBF) is a defined benefit plan funded by employee and employer contributions.
Employee contributions to the fund are transferred to independent RBF administrators while employer obligations
are raised as a provision. The defined benefit planis closed to new members.

Aninterest charge, calculated by the application of market-related interest rates, is added to this provision each year
after advice from the State Actuary. This is reported in the Income Statement as part of finance costs.

« Defined contribution plans

Contributions to defined contribution superannuation plans are made as directed by the employee and are expensed
when the employee has rendered service entitling them to the contribution.

(q) Taxation

« Income tax equivalent

Under the Government Business Enterprises Act 1995 the Corporation is required to pay an income tax equivalent to the
State of Tasmania as if it were a company under Commonwealth income tax laws. As aresult the Corporation applies tax
effectaccounting principles prescribed in AASB 112 Income Taxes.

Current tax assets and liabilities are measured at the amount expected to be paid or recovered. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted by the balance sheet date.

Subject to the condition noted below, deferred income tax assets and liabilities are recorded for all temporary differences at
balance date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax assets are recognised to the extent that it is probable that sufficient taxable income will be available against
which deductible temporary differences can be utilised. However, deferred tax assets and liabilities are not recognised if the
temporary differences giving rise to them arise from the initial recognition of assets and liabilities which affect neither taxable
income nor accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences associated with investments in subsidiaries and
interestin joint ventures except where the Corporation is able to control the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in the foreseeable future.

Income taxes relating to items recognised directly in equity are recognised as other comprehensive income or expense in the
Statement of Comprehensive Income.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right of set-off exists and they relate to
the same taxable entity and the same taxation authority.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(q) Taxation (continued)

« Tax consolidation

Income tax legislation allows groups, comprising a parent entity and its Australian wholly-owned entities, to elect to
consolidate and be treated as a single entity forincome tax purposes.

The Corporation and its wholly-owned Australian resident subsidiaries have consolidated for tax purposes under
this legislation and have elected to be taxed as a single entity (known as the Group). The head entity within the tax
consolidation group is Hydro-Electric Corporation.

Tax-sharing agreements between the Corporation as head entity and its subsidiaries define the liability for tax of each
member of the group and the process by which members can exit the group. As a result of these agreements amounts
equivalent to the deferred tax assets and liabilities are disclosed by each subsidiary at 30 June 2013 as intercompany
loan balances as if the subsidiary were a stand-alone tax entity.

Each of the entities in the tax consolidated group has agreed to make a tax equivalent payment to the head entity based
on that entity’s tax payable on a stand-alone basis. Such amounts are reflected as amounts receivable from or payable
to other entities in the tax consolidated group.

¢ Other taxes

Revenues, expenses, assets and liabilities are recognised net of the amount of goods and services tax (GST) except:
« whenthe GSTincurred on a purchase of goods or services is not recoverable from the taxation authority, in which case
the GST isrecognised as part of the cost of acquisition of the asset or as part of the expense item as applicable

« receivables and payables, which are stated with the amount of GST included.

Cash flows are included in the Cash Flow Statement on a gross basis. The GST component of cash flows arising from investing
and financing activities, which is recoverable from, or payable to, the taxation authority, is classified as operating cash flow.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.

(r) Other financial liabilities

Financial liabilities include trade payables, interest-bearing liabilities and derivative financial instruments such as energy contracts,
credit swaps, interest rate swaps, forward foreign exchange contracts and the Basslink contracts.

The Corporation enters into derivative financial instruments to manage financial exposure to electricity prices, exchange rates and
interest rates.

Derivatives are initially recognised at fair value on the date the Corporation becomes party to a contract. At subsequentreporting
dates the fair value is remeasured and any gain or loss (with the exception of cash flow hedges qualifying for hedge accounting) is
recognised in the Income Statement.

The Corporation designates certain derivatives as effective hedges to allow hedge accounting rules to be applied. A hedge is effective
if it demonstrates changes in fair value or cash flows that offset those attributable to the hedged risk over the designated hedging
period. At inception of a hedge relationship the Corporation formally designates and documents the hedge relationship to which

the Corporation wishes to apply hedge accounting and the alignment of the hedge to the Corporation’s risk management objectives
and strategies. The documentation includes identification of the hedging instrument, the hedged item or transaction, the nature

of the risk being hedged and how the Corporation will assess the hedging instrument’s effectiveness in offsetting the exposure to
changes inthe hedged item’s fair values or cash flows attributable to the hedged risk. Such hedges are assessed on an ongoing basis
to determine that they have been highly effective throughout the financial reporting periods for which they were designated.

Cash flow hedges are hedges of the Corporation’s exposure to variability in cash flows attributable to a particular risk associated with
arecognised asset or liability or a highly probable forecast transaction that could affect profit or loss. The effective portion of the gain
or loss on the hedging instrument is recognised directly in equity, while the ineffective portion is recognised as a gain or loss from
current year operations in the Income Statement.

Amounts taken to equity are transferred to the Income Statement when the hedged transaction affects profit or loss, such as when
hedged income or expenses are recognised or when a forecast transaction occurs. When the hedged item is the cost of a non-financial
asset or liability, the amounts taken to equity are transferred to the initial carrying amount of the non-financial asset or liability.

If the forecast transaction is no longer expected to occur, amounts previously recognised in equity are recognised as gains or losses
from current year operations in the Income Statement. If the hedging instrument expires or is sold, terminated or exercised without
replacement or rollover, or if its designation as a hedge is revoked, amounts previously recognised in equity remain in equity until the
forecast transaction occurs.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(s) Leases

The determination of whether an arrangement is or contains a lease is based on the substance of the arrangement and requires an
assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset and the arrangement conveys a
right to use the asset.

o Corporationas alessee

When the Corporation assumes substantially all the risks and rewards of ownership under a lease it is classified as a finance
lease. Uponinitial recognition the leased asset is measured at the lower of its fair value and the present value of the minimum
lease payments. Subsequent to initial recognition, the asset is accounted for in accordance with the accounting policy
applicable to the class of asset to which it is assigned. Lease payments under a finance lease are apportioned between the
finance expense and the reduction of the outstanding liability.

Other leases are operating leases. Payments under operating leases are recognised as an expense in the Income Statement
on astraight-line basis over the lease term. Lease incentives are recognised in the Income Statement as an integral part of the
total lease expense.

« Corporation as alessor

Leases in which the Corporation retains substantially all the risks and benefits of ownership of the leased asset are classified
as operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of the
leased asset.

(t) Borrowing expenses

Borrowing costs associated with the raising of loans are expensed when incurred except those borrowing costs directly attributable

to an asset. Borrowing costs attributable to an asset are included in the capital cost of the asset.

(u) Interest-bearing liabilities

Loans are recognised initially at the fair value of the consideration received. Subsequent to initial recognition loans are measured

at amortised cost using the effective interest method.

(v) Foreign currency

The consolidated statements of the Corporation are presented in the functional currency which is Australian dollars.

All foreign currency transactions are brought to account using the spot exchange rate in effect at the date of the transaction.
Foreign currency amounts at balance date are translated to Australian dollars using the exchange rate in effect at that date.

Foreign currency transactions that are hedged are accounted for as detailed in note 1.2(j) or 1.2(r).

Exchange variances resulting from the translation of balances of foreign subsidiaries are recognised in the foreign currency
translation reserve in equity.

All other exchange differences in the consolidated financial report are reported as gains or losses from current year operations in the
Income Statement.
(w) Joint ventures

Ajoint venture is a contractual arrangement whereby two or more parties undertake an economic activity which is subject to
joint control.

Interests in incorporated joint venture entities are reported in the consolidated financial report using the equity method and in
the parent entity financial report using the cost method. If the carrying amount of an investment in a joint venture is zero, the
Corporation’s share of aloss by the joint venture is reported as a loss against the current year operations in the Income Statement
and accrued as a provision for later offset against any investments.

Unincorporated joint ventures which operate jointly controlled assets are accounted for by recognising the Corporation’s share
of the venture's assets, liabilities, revenues and expenses.

(x) Segmentinformation

The Corporation has identified segments based on internal management reports. Refer to note 32.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

1.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(y) Assets held for sale

Non-current assets are classified as held for sale if their carrying amount will be recovered principally through a sale transaction
rather than through continuing use. This condition is met when the sale is highly probable and the asset is available forimmediate
saleinits present condition.

Assets held for sale are measured at the lower of their carrying amount and their fair value less costs to sell. They are classified as
current and non-current assets and liabilities.

(z) Contributed equity

Contributed equity from the State of Tasmania is recorded whenreceived.

(aa) Government grants
Government grants are recognised as revenue when there is reasonable assurance that the Corporation is able to meet the
qualifying conditions.

Where a grant is received as compensation for certain expenditure, the grant is recognised as revenue in the Income Statement on a
basis that matches the timing of the expenditure.

(ab) Revenue recognition

Revenue is recognised when the amount can be measured reliably, it is probable that the economic benefits associated with the
transaction will flow to the Corporation, control over any goods and the associated risks and rewards of ownership have flowed to the
buyer and any costs associated with the transaction can be reliably measured.

o Electricity and gas sales

Revenue from generated electricity and traded gas is earned from the Australian Energy Market Operator (AEMO) at market price
andis recognised at the time the electricity or gas is provided. Revenue from sale of gas to other parties is recognised at contract
prices at the time of delivery. Revenue from sale of retail electricity is earned at contract prices and is recognised at the time of
delivery to the customer. Retail electricity sold is purchased from AEMO at market price. Exposure to fluctuations in market price
ismanaged through the use of derivative contracts executed principally in the Tasmanian and Victorian regions. The realised gain
orloss on settlement of these contracts against market price is included in electricity revenue or cost of electricity as applicable.

« Environmental energy products

Revenue from environmental energy products is recognised at the time the Corporation has earned the right to register
the products.

o Consulting services

Consulting revenue is recognised on the basis of work completed and with regard to the contractual agreements that exist
with the client.

¢ Interestincome

Interest revenue is recognised on an accrual basis using the effective interest method. This is based on the amortised cost of a
financial asset and the allocation of the interest income over the relevant period using the effective interest rate. The effective
interest rate is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset
to the net carrying amount of the financial asset.

« Dividends

Revenue is recognised when the Corporation’s right to receive the payment is established.

« Rental revenue

Rental income from land and buildings is recognised on a straight-line basis over the term of the lease.

(ac) Rounding

Amountsin the financial report have been rounded to the nearest thousand dollars, unless otherwise stated.

(ad) Comparative figures

Where necessary, the comparative figures for the previous year have been reclassified to facilitate comparison with the current year.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

2. REVENUE AND EXPENSES

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(a) Finance expenses

Loaninterest 42,418 56,608 41,368 48,822
Government guarantee fee 8,595 8,697 8,595 8,697
RBF interest 17 16,048 20,958 16,048 20,958
Other finance costs 440 424 440 424
67,501 86,687 66,451 78,901
(b) Fairvalue gains
Basslink financial asset and liabilities 15,772 12,552 15,772 12,552
Treasury derivatives 623 473 625 473
Woolnorth wind farms divestment - 6,488
AETV onerous contract 206
Site rehabilitation provision 1,188 - - -
17,789 19,513 16,397 13,026
(c) Fairvaluelosses
Energy price derivatives 19,712 105,084 19,712 111,298
Net fair value losses 1,923 85,570 3,315 98,273
(d) Impairment expenses
Impairment arising on acquisition of AETV Pty Ltd* 335,046 - 279,020
Impairment of hydro generation assets 117,869 - 117,869
Impairment of goodwill attributable to hydro
generation assets 31,400 - -
484,315 - 396,889

* SeeNote 33
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Notes to and forming part of the financial statements for the year ended 30 June 2013

3. ASSUMPTIONS AND JUDGEMENTS

Financial assets and liabilities

Changes in the fair value of financial assets and liabilities described below are presented as gains or losses through the Income
Statement and are calculated based on the present value of projected cash flows. None of the adjustments reflect cash flow
transactions during the year. In the case of those financial liabilities valued using published forward prices, while fair value represents
an estimate of the cost of closing out the obligations at year end, the intention of the Corporationis to let the obligations run their
course and deliver the associated financial benefits.

« Energy price derivatives

The Corporation trades in energy price derivatives in all regions of the National Electricity Market (NEM) as a means

of securing the value of future electricity revenue or the cost of future electricity to be delivered under retail contracts.

In accordance with AASB 139 Financial Instruments: Recognition and Measurement financial derivatives are recorded at
their fair value. Movement in fair value is recorded as a gain or loss in the Income Statement as detailed in note 2(b) and (c).

Mainland electricity contracts are valued using published forward energy prices. These prices include the market impact of
the carbon price. The Corporation has developed a model to calculate the fair value of the Tasmanian electricity contracts
including the pass-through of carbon price. The remeasurement of the fair value of energy price derivatives at 30 June 2013
has resulted in a loss being recorded in the Income Statement (note 2(c)). Details of the methodology adopted are provided
in note 18(c).

« Basslink financial asset and liabilities

The financial asset and liabilities associated with the Basslink agreements are recorded at fair value in accordance with
AASB 139. The remeasurement of the net financial liability to fair value at 30 June 2013 has resulted in gain being recorded
in the Income Statement (note 2(b)). Note 18(c) details the methodology used to calculate the fair value of the Basslink
financial asset and liabilities.

Asset impairment

Assets are assessed forimpairment in accordance with the methodology described in note 1.2(m). Note 10 describes the inputs to
the asset revaluation model. Goodwill generated by acquisition of a business is attributed to cash generating units (CGU) as described
in note 1.2(m). Assessment of this goodwill for impairment is conducted in conjunction with the impairment assessment of each CGU.
Impairment assessment is undertaken on a value-in-use basis involving assessment of future cash flows associated with the strategic
direction over the ensuing five years or useful life of the plant discounted at the Corporation’s weighted average cost of capital.

Acquisition of Tamar Valley Power Station and associated contracts

The transfer of the Tamar Valley Power Station and associated contracts from Aurora Energy Pty Ltd to the Corporation occurred
on1June 2013 as part of the Tasmanian Government energy reforms. Further details of this transfer are provided in note 33.
Other elements of the reform are continuing to be progressed. An assessment of the impact on Hydro Tasmania of these reforms
cannot be made at this stage.

Musselroe Wind Farm divestment

During the year the Corporation divested Musselroe Holdings Pty Ltd and its wholly owned subsidiary, Musselroe Wind Farm Pty
Ltd, to Woolnorth Wind Farm Holdings Pty Ltd in which it holds a 25% interest in partnership with Shenhua Clean Energy Pty Ltd.
Construction of the Musselroe Wind Farm was partially complete at the time of divestment and continued under a contract with
the joint venture until completion.

Woolnorth wind farms divestment

During the previous year the Corporation divested a 75% ownership share in the Woolnorth group of companies, comprising the
Bluff Point and Studland Bay wind farms, to Shenhua Clean Energy Holding Pty Ltd. This resulted in a gain on disposal, net of sale
costs, of $6.5 million.

Site rehabilitation provision

The Corporation has a current obligation to demolish the Bell Bay plant and to remove the Tamar Valley Power Station at the end of its
useful life and within prescribed limits, remediate the site. Accounting standards require an estimate of this cost to be recognised as a
provision when the obligation arises and the cost can be reliably determined. The provision is reassessed each year to reflect the current
estimated cost of the demolition and remediation. Any adjustment to the provision s reflected as a gain or loss in the Income Statement.
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Notes to and forming part of the financial statements for the year ended 30 June 2013

4.

(@

(b)

(©

(d)

INCOME TAX EQUIVALENT

Income tax (benefit)/expense reported

in Statement of Comprehensive Income

Currentincome tax liability

Adjustmentsin respect of income tax of prior years
Deferred income tax expense arising from origination

and reversal of temporary differences

Income tax (benefit)/expense recognised in the Statement
of Comprehensive Income

Areconciliation between income tax expense and accounting
profit before income tax multiplied by the Group’s income tax
rateis as follows:

Accounting profit before income tax

Income tax (benefit)/expense calculated at 30%
Adjustmentinrespect of income tax of previous years
Income tax expense in relation to foreign operations
Other permanent differences

Expenditure not deductible forincome tax purposes
Research and development concession

Income tax (benefit)/expense recognised in the
Statement of Comprehensive Income

Income tax benefit/(expense) recognised directly in equity
Revaluation of effective hedges

Actuarial assessment of RBF provision

Revaluation of property, plant and equipment

Income tax benefit/(expense) recognised in equity

Current tax assets and liabilities
Provision forincome tax

Deferred tax balances
Deferred tax assets comprise:
Deductible temporary differences

Deferred tax liabilities comprise:
Assessable temporary differences

Net deferred tax liabilities
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CONSOLIDATED

2013
$'000

2012
$'000

PARENT

2013
$'000

2012
$'000

91,428 55,150 74,692 36,482
6,272 - 5,064 -
(157,397) (51,153) (62,228) (40,312)
(59,697) 3,997 17,528 (3,830)
(248,522) 17,869 (186,954) (12,152)
(74,557) 5,361 (56,086) (3,646)
15,012 (1,202) 17,208 -

B (57) B
312 - - -
129 120 56,999 41
(593) (225) (593) (225)
(59,697) 3,997 17,528 (3,830)
(4,564) 5,660 (5,763) 5,660
(15,267) 27,451 (15,267) 27,451
96,405 (96,405) 96,405 (96,405)
76,574 (63,294) 75,375 (63,294)
61,606 28,938 61,606 28,938
451,447 427,516 388,710 430,033
1,011,754 1,200,291 1,033,541 1,226,257
560,307 772,775 644,831 796,224




Notes to and forming part of the financial statements for the year ended 30 June 2013

4. INCOME TAX EQUIVALENT (CONTINUED)

The tax effect of assessable and deductible temporary differences arises from the following:

Deferred tax liabilities:
Property, plant and equipment
Electricity derivatives
Financial assets

Other

Deferred tax assets:

Provisions for employee entitlements
Basslink and other financial liabilities
Provisions

Tax losses

Transfer to assets held for sale

Other

Net deferred tax liabilties

Deferred tax liabilities:
Property, plant and equipment
Electricity derivatives
Financial assets

Other

Deferred tax assets:

Provisions for employee entitlements
Basslink and other financial liabilities
Tax losses

Other

Net deferred tax liabilties

2013 CONSOLIDATED

Opening Charged to Charged Closing
balance income toequity Adjustments Acquisitions balance
$'000 $'000 $'000 $'000 $'000 $'000
1,091,869 (113,743) (96,405) (13,912) 17,153 884,962
818 (25,017) - - (24,199)
126,543 (15,733) 4,564 2,388 117,762
(18,939) 11,891 - 90,955 83,907
1,200,291 (142,602) (91,841) 79,431 17,153 1,062,432
129,255 678 (15,267) (12,136) 474 103,004
296,145 (20,517) - @) - 275,626
8,128 31,049 4,118 5,457 48,752
2,961 (7,196) 15,775 - 11,540
(933) 933 - -
(8,040) 9,848 - 61,395 - 63,203
427,516 14,795 (15,267) 69,150 5931 502,125
772,775 (157,397) (76,574) 10,281 11,222 560,307
2013 PARENT
Opening Charged Charged Closing
balance toincome toequity Adjustments Acquisitions balance
$'000 $'000 $'000 $'000 $'000 $'000

1,083,486 (49,619) (96,405) 2,098 939,560
818 (25,017) 5,763 (5,763) (24,199)
126,543 (15,733) 5,743 116,553
15,410 4,231 - (18,014) 1,627
1,226,257 (86,138) (90,642) (15,936) 1,033,541
128,693 1,066 (15,267) 440 114,932
296,144 (20,517) - - 275,627
2,961 (7,196) 19,523 15,288
2,235 2,737 - (22,109) (17,137)
430,033 (23,910) (15,267) (2,146) 388,710
796,224 (62,228) (75,375) (13,790) 644,831
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Notes to and forming part of the financial statements for the year ended 30 June 2013

4. INCOME TAX EQUIVALENT (CONTINUED)

2012 CONSOLIDATED

Charged to
equity

Opening
balance

Charged to
income

Closing
balance

Adjustments Acquisitions

Deferred tax liabilities:

$'000

$'000 $'000

$'000 $'000

$'000

Property, plant and equipment 1,005,089 (9,625) 96,405 1,091,869
Electricity derivatives 23,012 (22,194) - 818
Financial assets 143,519 (11,316) (5,660) - 126,543
Other 18,398 (21,742) - (15,595) (18,939)
1,190,018 (64,877) 90,745 (15,595) 1,200,291

Deferred tax assets:
Provisions for employee entitlements 102,703 (899) 27,451 129,255
Basslink and other financial liabilities 311,240 (15,095) - 296,145
Provisions 5,590 2,538 8,128
Tax losses 3,062 (101) - 2,961
Transfer to assets held for sale - - (933) (933)
Other (7,873) (167) - - - (8,040)
414,722 (13,724) 27,451 - (933) 427,516
Net deferred tax liabilties 775,296 (51,153) 63,294 (14,662) 772,775

2012 PARENT

Charged to
equity

Closing
balance

Opening
balance

Charged to
income

Adjustments Acquisitions

Deferred tax liabilities:

$'000

$'000 $'000

$'000 $'000

$'000

Property, plant and equipment 998,996 (11,915) 96,405 1,083,486
Electricity derivatives 23,012 (22,194) - 818
Financial assets 143,519 (11,316) (5,660) 126,543
Other 15,410 - - 15,410
1,180,937 (45,425) 90,745 1,226,257

Deferred tax assets:
Provisions for employee entitlements 98,808 2,434 27,451 128,693
Basslink and other financial liabilities 311,239 (15,095) 296,144
Tax losses 3,062 (101) 2,961
Other (5,414) 7,649 - 2,235
407,695 (5,113) 27,451 430,033
Net deferred tax liabilties 773,242 (40,312) 63,294 796,224

All deferred tax balances relate to continuing operations.

At 30 June 2013, there is no recognised or unrecognised deferred income tax liability (2012: nil) for taxes that would be payable on
the unremitted earnings of certain of the Group's* subsidiaries or joint ventures. The Group has no liability for additional taxation

should such amounts be remitted.

* SeeNote 1.2 (q)
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Notes to and forming part of the financial statements for the year ended 30 June 2013
5. NOTE TO THE CASH FLOW STATEMENT

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(a) Cashreconciliation
For the purposes of the Cash Flow Statement, cash includes
cash on hand andin banks and short-term money market
investments net of outstanding bank overdrafts. Cash at the end
of the reporting period as shown in the Cash Flow Statement is
reconciled to the related items in the Balance Sheet as follows:

Cash 15,669 7,029 11,111 1,267
Money market investments 24,137 32 24,100 -
39,806 7,061 35,211 1,267

(b) Reconciliation of net cash provided by operating activities
to net profit for the year

Loss/(profit) after income tax equivalent expense (188,825) 13,872 (204,481) (8,322)
Adjusted for non-cash items of income and expense:
Depreciation of property, plant and equipment 91,373 82,273 89,937 81,296
Impairment of property plant and equipment 149,269 - 117,869 -
Impairment arising on acquisition of AETV Pty Ltd 335,046 - 279,020 -
Loss on derecognition of property, plant and equipment 3,908 87 2,499 73
Gain on Woolnorth wind farms divestment - (6,487) - -
Change in fair value of inventories (3,119) 10,247 72,562 (20,576)
Change in fair value of energy derivatives (19,712) 105,084 (19,712) 111,298
Change in fair value of treasury derivatives 623 (473) 625 (473)
Change in fair value of Basslink financial instruments 15,772 (12,552) 15,772 (12,552)
Site rehabilitation provision (1,188) - - -
Equity accounted share of joint venture (profit)/loss (1,756) 384 - -
Income tax expense (59,697) 3,997 17,528 (3,830)
Cash from operating profit before changes in working capital 321,694 196,432 371,619 146,914
(Increase)/decrease in receivables (61,683) (33,368) (40,316) (20,669)
Decrease/(increase) in inventories 11,025 9,524 (8,891) 19,480
Increase/(decrease) in other financial assets and liabilities 32,379 (15,400) 42,813 23,804
Increase/(decrease) in payables 19,420 25,375 1,140 6,369
(Decrease)/increase in provisions (8,517) (20,428) 7,371 9,677
Income tax equivalent paid (52,769) (54,799) (52,769) (54,799)
NET CASH PROVIDED BY OPERATING ACTIVITIES 261,549 107,336 320,967 130,776
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Notes to and forming part of the financial statements for the year ended 30 June 2013

6. RECEIVABLES

CONSOLIDATED PARENT

2013 2012 2013 2012

$'000 $'000 $'000 $'000
Trade receivables 222,356 142,951 128,199 88,156
Provision for impairment (1,528) (889) (200) (260)
220,828 142,062 127,999 87,896

Ageing of past due but notimpaired trade receivables:

60-90 days 2,539 834 759 300
Over 90 days 5552 1,843 3,122 927
8,091 2,677 3,881 1,227

The amount past due but notimpaired included in trade receivables is predominantly attributable to consulting services clients

and retail customers. A provision forimpairment has been recorded following assessment of the credit quality of the clients or
customers with overdue accounts. This provision represents those accounts considered to be wholly or partially non-recoverable.
The Corporation expensed $3.3 million of bad debts during the year (2012: $3.0 million). The Corporation does not hold any security
over the balances past due.

7. INVESTMENTS

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(a) Currentinvestments
Money market investments 24,137 32 24,100

(b) Non-currentinvestments
Investment in joint ventures 30 66,696 34,557 - -
Investment in subsidiaries 205,477 190,262

66,696 34,557 205,477 190,262

8. INVENTORIES

CONSOLIDATED PARENT
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Maintenance stores 2,237 1,617 2,237 1,616
Environmental energy products 41,443 53,089 49,315 41,043
43,680 54,706 51,552 42,659
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Notes to and forming part of the financial statements for the year ended 30 June 2013

9. ASSETSHELD FOR SALE

The assets held for sale at 30 June 2012 represented the Corporation’s development of the Musselroe Wind Farm. Divestment
occurred 5 February 2013.

The amounts shown below were included within the Hydro Tasmania segment in 2012 in note 32 as the Musselroe Wind Farm
was fully owned by Hydro Tasmania at 30 June 2012.

The Musselroe Wind Farm assets were assessed for evidence of impairment with no indication evident at 30 June 2012.

CONSOLIDATED PARENT
2012 2012
$’000 $'000
Prepayments 3,158
Property, plant and equipment 3,525 -
Cost to date on construction contract 110,793 110,793
Other assets 931 -
Assets held for sale 118,407 110,793
Payables 4
Provisions 1,672
Liabilities held for sale 1,676
Net assets held for sale 116,731 110,793
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10. PROPERTY, PLANT AND EQUIPMENT

Asset valuation

The hydro generation class of assets is carried at fair value based on value-in-use. The fair value calculation is based on aninternally
generated Tasmanian energy price curve derived from the published three-year Victorian energy price curve. These prices are
determined by market assessment of the many variables that may influence future prices including pending regulation and legislation.
The price curve has been validated by comparison to other published price trend predictions in the National Electricity Market.

The valuation also includes projected revenue under the existing large-scale mandatory renewable energy target until 2030.

Gas-fired generation assets are carried at fair value at date of acquisition based on the higher of value-in-use and market value less
coststosell.

Short-term market energy prices used in the fair value calculation include the market view of carbon. Long-term energy prices include
a carbon element based on current floating price formula.

The other principal inputs to the fair value of generation assets are forecast generation and total energy demand. The Corporation
meets forecast contractual obligations from generation or by purchasing energy from the market. Opportunities for export of
generation over Basslink will also be taken into account. The volume of energy generated from hydro assets is principally determined
by actual and forecast water storage positions. These are in turn affected by the expected annual inflows to water storages from
rainfall over catchments. Based on experience over the previous ten years, the Corporation forecasts annual inflows at an equivalent
generation volume of 8700 GWh.

Revenue and expenses in the fair value calculation are inflated at the forecast CPl and are discounted using the Corporation’s pre-tax
nominal weighted average cost of capital of 11.00% (2012: 10.90%). This has been validated against Australian financial and equity
market data.

As disclosed in note 18, the financial assets and liabilities representing the Basslink and energy price derivatives are also carried at
fair value. In both cases forecast energy prices are a key input to determination of fair value. The sensitivity of the fair value of these
financial assets and liabilities to changes in forecast energy prices is disclosed in note 18. Movements in fair value of hydro generation
assets will offset movement in the fair value of financial liabilities for the same forecast price change. Fair value of hydro generation
assets is estimated to increase by $555 million (2012: $421 million) for a 10% increase in forecast prices and decrease by a similar
amount for a 10% reduction in forecast prices. In both scenarios prices have been uniformly changed across all years of the fair value
calculation.

AASB 116 Property, Plant and Equipment requires that, when an asset class is carried at fair value, disclosure must be made of the
carrying amount that would be recognised had it been carried under the cost method. If the generation assets had remained under
the cost method their carrying amount would be $3.808 billion (2012: $3.993 billion).

Impairment of assets

Note 1.2(m) details the Corporation’s impairment policy with respect to assets. Impairment triggers have been assessed for
indication of impairment of the carrying value of property, plant and equipment.

An assessment of impairment triggers in 2013 has indicated an impairment of the generation class of assets. This is attributable to
areductionin forecast energy and carbon prices.
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10. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

2013 CONSOLIDATED

Gross carrying amount

Hydro

generation
at fair value

$'000

Other

generation

at cost
$'000

Motor
vehicles
at cost

$'000

Land &
buildings
at cost
$'000

Minor
assets
at cost

$'000

Capital
work in
progress
at cost

$'000

Balance at the beginning of the year 4,325,178 23,449 11,296 41,211 89,413 107,220 4,597,767
Additions 3,587 4,665 312,407 320,659
Assets held for sale - - - 91 114,318 114,409
Business acquisitions 98,523 58 995 407 - 99,983
Disposals (1,196) - (1,956) - (13,343) (1,568) (18,063)
Transfers 24,432 18 184 7,467 (32,101) -
Business divestment - (91) (298,210) (298,301)
Net revaluation adjustment (512,587) - - - - - (512,587)
Balance at the end of the year 3,835,827 121,990 12,985 42,390 88,609 202,066 4,303,867
Accumulated depreciation

Balance at the beginning of the year 11,179 15,982 5,448 10,740 69,849 113,198
Disposals (179) (1,478) (13,148) (14,805)
Business divestment - 91) 91)
Impairment loss/(reversal) - - -
Net revaluation adjustment (74,244) - - - - (74,244)
Depreciation expense 77,347 408 1,992 1,457 10,169 91,373
Balance at the end of the year 14,103 16,390 5,962 12,197 66,779 115,431
Net book value at the end of the year 3,821,724 105,600 7,023 30,193 21,830 202,066 4,188,436

Gross carrying amount

Hydro

generation
at fair value

$'000

Generation
at cost and

auxillary
$'000

Motor
vehicles
at cost

$'000

2013 PARENT

Land &
buildings
at cost
$'000

Minor
assets
at cost

$'000

Capital
work in

progress at

cost
$'000

Total
$’000

Balance at the beginning of the year 4,316,608 23,441 10,975 27931 87,349 104,871 4,571,175
Additions - 3,559 2,083 129,254 134,896
Disposals (1,196) - (1,918) - (13,332) (1,568) (18,014)
Transfers 24,432 18 - 184 7,467 (32,101) -
Net revaluation adjustment (513,229) - - - - (513,229)
Balance at the end of the year 3,826,615 23,459 12,616 28,115 83,567 200,456 4,174,829
Accumulated depreciation

Balance at the beginning of the year 3,553 15,975 5,253 9,632 69,022 103,435
Disposals (179) - (1,441) - (13,147) (14,767)
Impairment loss/(reversal) - - -
Net revaluation adjustment (74,244) - - - - (74,244)
Depreciation expense 76,584 408 1,965 1,454 9,526 89,937
Balance at the end of the year 5,714 16,383 5,777 11,086 65,401 104,361
Net book value at the end of theyear 3,820,901 7,076 6,839 17,029 18,166 200,456 4,070,467
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10. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

2012 CONSOLIDATED
Capital
Hydro Generation  Motor Land & Minor work in

generation atcostand vehicles buildings assets progress
atfairvalue auxillary at cost at cost at cost at cost

$'000 $'000 $'000 $'000 $'000 $'000

Gross carrying amount
Balance at the beginning of the year 4,368,973 25,496 10,335 54,637 83,745 112,715 4,655,901

Additions - 2,237 116 2,057 181,542 185,952
Business divestment (228,149) - (72) (13,820) (469) (235)  (242,745)
Disposals (64) (2,288) (1,204) (85) (3,368) (247) (7,256)
Transfers 64,094 241 - 363 7,539 (72,237) -
Assets held for sale - - - - 91) (114,318)  (114,409)
Net revaluation adjustment 120,324 - - - - - 120,324
Balance at the end of the year 4,325,178 23,449 11,296 41,211 89,413 107,220 4,597,767
Accumulated depreciation

and impairment

Balance at the beginning of the year 143,098 17,851 4,620 12,129 63,983 - 241,681
Business acquisitions - - - (2,792) (378) - (3,170)
Disposals (14) (2,288) (878) (67) (3,220) - (6,467)
Transfer to assets held for sale - - - - (91) - 91
Net revaluation adjustment (201,028) - - - - - (201,028)
Depreciation expense 69,123 419 1,706 1,470 9,555 - 82,273
Balance at the end of the year 11,179 15,982 5,448 10,740 69,849 - 113,198
Net book value at the end of the year 4,313,999 7,467 5,848 30,471 19,564 107,220 4,484,569

2012 PARENT
Capital
Hydro Generation  Motor Land & Minor workin

generation atcostand vehicles  buildings assets progress
atfairvalue auxillary at cost at cost at cost at cost

$'000 $'000 $'000 $'000 $'000 $'000

Gross carrying amount

Balance at the beginning of the year 4,132,254 25,488 9,872 27,500 80,816 91,736 4,367,666
Additions - - 2,237 116 1,046 196,254 199,653
Disposals (64) (2,288) (1,134) (48) (2,052) (89) (5,675)
Transfers 64,094 241 - 363 7,539 (72,237) -
Assets held for sale - - - (110,793)  (110,793)
Net revaluation adjustment 120,324 - - - - - 120,324
Balance at the end of the year 4,316,608 23,441 10,975 27931 87,349 104,871 4,571,175
Accumulated depreciation

Balance at the beginning of the year 135,494 17,844 4,382 8,194 62,314 - 228,228
Disposals (14) (2,288) (823) (30) (1,906) - (5,061)
Net revaluation adjustment (201,028) - - - - - (201,028)
Depreciation expense 69,101 419 1,694 1,468 8,614 - 81,296
Balance at the end of the year 3,553 15,975 5,253 9,632 69,022 - 103,435
Net book value at the end of the year 4,313,055 7,466 5,722 18,299 18,327 104,871 4,467,740
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11. OTHER FINANCIAL ASSETS

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(a) Current other financial assets

Prepayments 16,286 9,879 10,067 9,652
Loans to subsidiaries (i) - - 41,806 40,657
Loans tojoint ventures (ii) 2,696 135 - -
Energy price derivatives 16 23,471 126,004 23,471 126,004
Basslink financial asset (iii) 16 30,823 66,347 30,823 66,347
Other 1 3 1 4

73,277 202,368 106,168 242,664

(b) Non-current other financial assets

Basslink financial asset (iii) 16 361,718 379,166 361,718 379,166
Basslink security deposit (iv) 50,000 50,000 50,000 50,000
Energy price derivatives 16 61,355 286,316 61,355 286,316
Prepayments 444 311 - -
Other 398 193 398 193

473,915 715,986 473,471 715,675

(i) Loans to subsidiaries are interest-free and on-call.

(i) Loanstojointventures represents loans to Woolnorth Wind Farm Holding Pty Ltd (WNWFH) and Cathedral Rocks
Construction and Management Pty Ltd (CRCM). The loan to CRCM is interest-free and on-call. The loan to WNWFH
isinterest-bearing and for a fixed term.

(iii)  The Basslink financial asset represents the fair value of the contractual rights to receive revenue under the Basslink Services
Agreement (note 18).

(iv)  Basslink security deposit represents the contribution made to the asset owner upon commissioning. This will be recovered via
lower facility fee payments over the final three years of the agreement and is carried at the present value of the reduced cash
flows at the effective interest rate inherent in the Basslink agreement.
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12. GOODWILL
CONSOLIDATED PARENT
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Balance at the beginning of the year 47,796 47,796
Goodwill arising on acquisition of AETV Pty Ltd 335,046 -
Impairment of AETV Pty Ltd goodwill (335,046)
Impairment of goodwill attributed to hydro generation assets (31,400) -
Closing balance of goodwill 16,396 47,796

Goodwill has been tested forimpairment and that portion attributable to the generation class of the Corporation’s assets has
beenimpaired.

Goodwill arising on acquisiton of AETV Pty Ltd has been impaired in full following assessment against the fair value of the net
assets acquired.

13. PAYABLES

CONSOLIDATED PARENT
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Trade creditors 61,554 42,272 55,368 29,910
Accrued expenses 67,947 71,563 15,161 48,631
Accrued interest payable 13,231 10,865 8,167 10,865
142,732 124,700 78,696 89,406
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14. INTEREST-BEARING LIABILITIES

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(a) Interest-bearing liabilities

Current
Loans from Tascorp 135,000 210,600 135,000 210,600
Finance lease liability 669 652 669 652

135,669 211,252 135,669 211,252

Non-current

Loans from Tascorp 765,000 640,000 765,000 640,000

Finance lease liability 5,126 5,554 5,126 5,554
770,126 645,554 770,126 645,554

Additional debt was acquired as part of the acquisition of AETV Pty Ltd (refer note 33).

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(b) Loan facilities
Master loan facility

Facility limit 1,080,000 1,080,000 1,080,000 1,080,000
Less: used/committed 900,000 850,600 900,000 850,600
Balance 180,000 229,400 180,000 229,400
Standby revolving credit facility

Facility limit 20,000 20,000 20,000 20,000
Less: used/committed - - - -
Balance 20,000 20,000 20,000 20,000
Bank overdraft

Facility limit 1,000 1,000 1,000 1,000
Less: used/committed - - - -
Balance 1,000 1,000 1,000 1,000
Corporate purchasing card

Facility limit 7,675 7,660 7,500 7,500
Less: used/committed 5,101 4,353 4,926 4,311
Balance 2,574 3,307 2,574 3,189
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14. INTEREST-BEARING LIABILITIES (CONTINUED)

PARENT & CONSOLIDATED

2013 2013 2013
$'000 $'000 $'000

Between
Lessthan oneandfive Laterthan
one year years five years

(c) Finance lease liabilities

Future minimum lease payments 669 2,846 4,833 8,348
Interest - (525) (2,027) (2,552)
Present value of future minimum lease payments 669 2,321 2,806 5,796

PARENT & CONSOLIDATED

2012 2012 2012
$'000 $’000 $°000
Between
Lessthan oneandfive Laterthan
one year years five years
Future minimum lease payments 652 2,777 5,571 9,000
Interest - (479) (2,314) (2,793)
Present value of future minimum lease payments 652 2,298 3,257 6,207

(d) Fairvalue disclosures
Details of the fair value of the Corporation’s interest-bearing liabilities are set out in note 18.

15. PROVISIONS

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(a) Current provisions

Employee entitlements 14,114 10,462 11,618 9,836
Retirement Benefits Fund provision 17 19,048 18,835 19,048 18,835
Onerous contracts (i) 11,021 372 372 372
Regulatory environmental schemes liability 11,491 17910 - -
Bell Bay demolition provision (ii) 2,896 6,535 - -
58,570 54,114 31,038 29,043
(b) Non-current provisions
Employee entitlements 13,863 11,719 13,704 11,719
Retirement Benefits Fund provision 17 336,552 389,314 336,552 389,314
Onerous contracts (i) 99,424 - B )
Site rehabilitation provision (ii) 42,960 12,100

492,799 413,133 350,256 401,033

(i) Onerous contracts include the Corporation’s obligation to remediate the Studland Bay Wind Farm foundations plus the value
of AETV Pty Ltd onerous contracts recognised on acquisition.

(i) Site rehabilitation provision in 2013 comprises estimated future cost of demolishing the Bell Bay plant and the Tamar Valley
plant at the end of its useful life and of rehabilitating the site.
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16. OTHER FINANCIAL LIABILITIES

(a) Current other financial liabilities
Income received in advance
Basslink Services Agreement
Basslink Facility Fee Swap
Interest rate swaps
Loans from subsidiaries (i)
Energy price derivatives

(b) Non-current other financial liabilities
Basslink Services Agreement
Basslink Facility Fee Swap
Energy price derivatives

(i) Loans from subsidiaries are interest-free and on-call.

CONSOLIDATED PARENT
2013 2012 2013 2012
$'000 $'000 $'000 $'000
562 16 475 -
82,604 93,336 82,604 93,336
9,836 253,108 9,836 253,108
18,025 23,771 14,027 23,771
- - 133,638 121,768
62,746 94,660 62,746 94,660

173,773 464,891 303,326 586,643

542,632 640,701 542,632 640,701
283,682 - 283,682 -
108,041 317,731 108,041 317,731

934,355 958,432 934,355 958,432
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16. OTHER FINANCIAL LIABILITIES (CONTINUED)

NOTE

Energy price derivatives movement reconciliation:
Liability/(asset) at the beginning of the year

Amount included in electricity revenue due to

settlement during the year

Net cash receipts/(payments) on futures margin account
Fair value loss/(gain) on contracts outstanding as at 30 June
Liability/(asset) at the end of the year

Represented by:

Current energy price derivative liability 16(a)
Non-current energy price derivative liability 16(b)
Current energy price derivative asset 11(a)
Non-current energy price derivative asset 11(b)

Net energy price derivatives liability/(asset)

Net Basslink financial liability movement reconciliation:
Balance at the beginning of the year

Current year net (revenue) and operating expenses realised
during the year and included in the opening valuation

Increase/(decrease) in present value of projected rights
and obligations of later years as at the beginning of the year

Loss/(gain) arising on re-estimation of fair value of contract rights
and obligations over the remaining contract termas at 30 June
Balance at the end of the year

Represented by:
Current Basslink financial liability
Non-current Basslink finanical liability

Current Basslink financial asset 11(a)
Non-current Basslink financial asset 11(b)

Net Basslink financial liability
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CONSOLIDATED PARENT
2013 2012 2013 2012
$'000 $'000 $'000 $'000

71 (100,386) 71 (100,386)
(15,143) 83,988 (12,651) 138,619

31,679 (13,041) 31,679 (13,041)

69,355 29,510 66,863 (25,121)

85,962 71 85,962 71

62,746 94,660 62,746 94,660

108,041 317731 108,041 317731
170,787 412,391 170,787 412,391

23,471 126,004 23,471 126,004

61,355 286,316 61,355 286,316

84,826 412,320 84,826 412,320

85,961 71 85,961 71

541,632 554,132 541,632 554,132
(34,809) (32,987) (34,809) (32,987)

65,147 23,849 65,147 23,849

(45,757) (3,362) (45,757) (3,362)

526,213 541,632 526,213 541,632

92,440 346,444 92,440 346,444
826,314 640,701 826,314 640,701
918,754 987,145 918,754 987,145

30,823 66,347 30,823 66,347
361,718 379,166 361,718 379,166
392,541 445513 392,541 445,513
526,213 541,632 526,213 541,632




Notes to and forming part of the financial statements for the year ended 30 June 2013

17. RETIREMENT BENEFITS FUND PROVISION

Plan information

The Retirement Benefits Fund (RBF) is a defined benefit fund which pays lump sum benefits on resignation and lump sum or pension
benefits on retirement, death or invalidity. The defined benefit section of RBF is closed to new members. Allnew members receive
accumulation only benefits.

Information in this note applies equally to the parent and consolidated entities.

Principal actuarial assumptions as at balance date

2013 2012
% %
Discount rate 4.25 3.45
Expected salary increase rate 3.00 3.50
Expectedrate of return on plan assets N/A 7.50
Expected pension increase rate 2.50 2.50
Expected rate of increase in compulsory preserved amounts 3.75 3.75

The expected rate of return on assets assumption is determined by weighting the expected long-termreturn for each asset class
by the target allocation of assets to each asset class and allowing for correlations of the investment returns between asset classes.
Thereturns used for each asset class are net of estimated investment tax and investment fees.

The expected rate of return on assets is no longer applicable from 30 June 2013 due to revision of the applicable accounting standard.

The discount rate is based on the market yields on the longest dated Government bonds as at 30 June 2013. The decrement rates for
mortality and retirement have been updated since the last valuation.

Operating costs for the Fund as a whole have been assumed to be incurred at the rate of 1.5% of salaries plus 1.0% of pension
payments. This cost has then been allocated to each authority in proportion to assets.

The cost of temporary invalidity benefits has been assumed to be 0.2% of salaries of current contributory members.
This cost has been allocated to each authority in proportion to assets.

The percentage invested in each asset class:

30 June 30 June
2013 2012
% %
Australian equity 27 25
International equity 19 18
Fixedincome 12 12
Property 15 17
Alternatives/Other 24 24
Cash 3 4
100 100
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17. RETIREMENT BENEFITS FUND PROVISION (CONTINUED)

Reconciliation of the present value of the defined benefit obligation:

2013 2012

$'000 $'000
Presentvalue of defined benefit obligations at the beginning of the year ~ 477,671 388,964
Current service cost » 5,595 4918
Interest cost 16,048 20,958
Estimated contributions by plan participants 1,281 1,539
Actuarial (gains)/losses * (50,431) 94,008
Estimated benefits paid (24,314) (31,982)
Estimated taxes, premiums and expenses paid (691) (734)
Present value of defined benefit obligations at year end 425,159 477,671

~includes contributions tax provision/change in contributions tax provision

The defined benefit obligation consists entirely of amounts from plans that are wholly or partly funded.

Reconciliation of the fair value of scheme assets:

2013 2012

$'000 $'000
Fair value of plan assets at beginning of the year 69,522 69,245
Expectedreturn on plan assets 5,004 5,316
Actuarial gains/(losses) 458 (1,958)
Estimated employer contributions 18,299 28,096
Estimated contributions by plan participants 1,281 1,539
Estimated benefits paid (24,314) (31,982)
Estimated taxes, premiums and expenses paid (691) (734)
Fair value of plan assets at end of the year 69,559 69,522

Assets are not held separately for each employer but are held for the Fund as a whole. These are attributed by allocating the total
Fund assets to each employer in proportion to the value of each employer’s funded liabilities, calculated using assumptions outlined
in this note.

The fair value of Fund assets includes no amounts relating to:
« any of the employer’s own financial instruments

« anyproperty occupied by, or other assets used by, the employer.

Actual return on Fund assets:
2013 2012
$'000 $'000
Actual return on plan assets 5,462 3,358

As separate assets are not held for each employer, the actual returnincludes any change in the allocation to each employer.
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17. RETIREMENT BENEFITS FUND PROVISION (CONTINUED)

Reconciliation of the net liability recognised in the Balance Sheet

NOTE 2013 2012

$'000 $'000
Defined benefit obligation 425,159 477,671
Fair value of plan assets (69,559) (69,522)
Net superannuation liability 355,600 408,149
Comprising:
Current net liability 15 19,048 18,835
Non-current net liability 15 336,552 389,314
Net superannuation liability 355,600 408,149
Expense recognised in the Income Statement

2013 2012

$'000 $'000
Service cost 5,595 4918
Interest cost 16,048 20,958
Expected return on assets (5,004) (5,316)
Total expense recognised 16,639 20,560
Gain/(loss) recognised in Other Comprehensive Income
Actuarial gains/(losses) 50,889 (91,503)
Historical information

2013 2012 2011 2010 2009
$'000 $'000 $'000 $'000 $'000

Presentvalue of defined benefit obligation 425,159 477,671 388,964 400,400 375,483
Fair value of plan assets 69,559 69,522 69,245 77,080 77,835
Deficitin plan 355,600 408,149 319,719 323,320 297,648
Experience adjustments (gain)/loss—plan liabilities 1,520 (8,794) 3,661 2,311 4,734
Experience adjustments (gain)/loss—plan assets (555) 1,958 1,456 66 10,285

The experience adjustment for Fund liabilities represents the actuarial loss/(gain) due to a change in the liabilities arising from
the Fund'’s experience (eg membership movements, salary increases and indexation rates) and excludes the effect of changes
inassumptions (eg movements in the bond rate).

$'000
Expected employer contributions for the financial year ending 30 June 2014 19,048

Hydro Tasmania Annual Report 2013 117



Notes to and forming part of the financial statements for the year ended 30 June 2013

18. FINANCIAL INSTRUMENTS DISCLOSURES
The Corporation’s primary purpose for holding financial instruments is to fund its operations and manage its financial risks.

The Corporation’s principal financial instruments, other than derivatives, comprise loans, bank overdraft, cash and short-term
investments. The Corporation has other financial assets and liabilities such as trade receivables and payables which arise directly
fromits operations.

The main risks arising from the Corporation’s operations which are managed through financial instruments are electricity price risk,
interest rate risk, liquidity risk, foreign currency risk and credit risk.

(a) Financial instrument categories

The categories and fair value of financial instruments the Corporation holds are detailed in the following table:

CONSOLIDATED PARENT
Carrying  Netfair Carrying Netfair Carrying Netfair Carrying Net fair

amount value amount value amount value amount value
2013 2013 2012 2012 2013 2013 2012 2012
$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Financial assets

Cash 15,669 15,669 7,029 7,029 11,111 11,111 1,267 1,267
Loans and receivables
Receivables 220,828 220,828 142,062 142,062 127,999 127,999 87,896 87,896
Held to maturity
Investments 24,137 24,137 32 32 24,100 24,100
Fair value through profit or loss
Credit swaps 139,742 139,742 176,067 176,067 139,742 139,742 176,067 176,067
Forward foreign exchange
contracts - - - - - - - -
Basslink financial asset 392,541 392,541 445,513 445,513 392,541 392,541 445513 445,513
Energy price derivatives 84,826 84,826 412,320 412,320 84,826 84,826 412,320 412,320
Other assets 13,696 13,696 63,175 63,175 10,067 10,067 59,658 59,658

891,439 891,439 1,246,198 1,246,198 790,386 790,386 1,182,721 1,182,721

Financial liabilities

Loans and receivables
Accounts payable 129,501 129,501 113,808 113,808 70,529 70,529 78,540 78,540
Tascorp loans 913,231 939,375 861,465 892,022 913,231 939,375 861,465 892,022
Bank loan—secured - - - - - - - -

Designated hedge accounting

derivatives
Interest rate swaps 21,102 21,102 20,701 20,701 14,027 14,027 20,701 20,701
Forward foreign exchange
contracts 57 57 5,320 5,320 57 57 5,320 5,320
Fairvalue through profit or loss
Credit swaps 139,742 139,742 176,067 176,067 139,742 139,742 176,067 176,067

Basslink Services Agreement 625,236 625,236 734,037 734,037 625,236 625,236 734,037 734,037
Basslink Facility Fee Swap 293,518 293,518 253,108 253,108 293,518 293,518 253,108 253,108
Energy price derivatives 165,487 165487 412,391 412,391 165487 165487 412,391 412,391
Other liabilities 5,856 5,856 2,810 2,810 5,775 5,775 8,377 8,377

2,293,730 2,319,874 2,579,707 2,610,264 2,227,602 2,253,746 2,550,006 2,580,563
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

(b) Financial risk management objectives and policies

The Corporation enters into derivative contracts being principally energy price contracts, interest rate swaps and forward currency
exchange contracts. The risk management objective is to manage exposure to market electricity prices, interest rates and foreign
currency rates arising from operations and funding. The Corporation enters into these derivatives in accordance with the policies
approved by the Board. All hedges are cash flow hedges (refer note 1.2(r)).

The Basslink contracts including the Basslink Services Agreement (BSA), Floating Facility Fee Instrument (FFFI) and Basslink Facility
Fee Swap (BFFS) have been designated as derivatives.

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis for measurement
and the basis on which income and expenses are recognised, in respect to each class of financial asset and financial liability are
disclosedin notes 1.2(j) and (r).

The Corporation’s objectives, policies and processes for managing its risk exposures are consistent with previous years.

(i) Capital risk management

The Corporation’s policy is to maintain an appropriate capital structure to ensure it will continue as a going concern while maximising
the return to stakeholders through an appropriate balance of debt and equity.

The capital structure of the Corporation includes loans disclosed in note 14, contributed equity and cash and cash equivalents
disclosed in note 5.

The Corporationis subject to financial covenants on its borrowings and the BFFS. The latter requires a minimum level of equity, sets a
maximum level of debt and requires a minimum of 50 per cent of debt to be held with the Tasmanian Government’s central borrowing
authority, Tascorp. The loan agreement with Tascorp sets a maximum financial leverage ratio and a minimum interest coverage ratio.

The Corporation reviews its capital risk and performance against these covenants on a monthly basis.

The Corporation has been compliant with all financial covenants.

(i) Market risk management

The Corporation’s activities primarily expose it to electricity price risk and interest rate risk. In addition, the Corporation operates
consulting businesses in foreign countries and enters into foreign currency transactions which expose it to foreign currency risk.

(A) Energyprices

The Corporation’s revenue is exposed to fluctuations in the market price of electricity in Tasmania. In addition the Corporation’s
revenue is exposed to fluctuations in the Victorian market price to the extent of electricity flows over Basslink, and through the
variable portion of the Basslink Facility Fee. The Corporation is also exposed to fluctuations in electricity market pricesin all
National Electricity Market (NEM) regions in relation to its retail operation in Victoria and other NEM regions. Exposure to these
fluctuations in market price is managed through the use of derivative contracts executed in all regions of the NEM in accordance
with Board-approved policy. Contract volumes for many of the Corporation’s current Tasmanian forward contracts are determined
by the actual load consumed in the contract period.

Board-approved policies prescribe the management of electricity trading risk in line with an asset-backed trading model.
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

The Corporation assesses its electricity price risk exposure through sensitivity analysis. The following table shows the effect on the
Income Statement of a feasible movement (10%) in forecast electricity prices.

2013 2012
CONSOLIDATED PARENT CONSOLIDATED PARENT
Income Equity Income Equity Income Equity Income Equity
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Increase/(decrease)
Electricity forward price
+10%
Basslink net liability (15,190) - (15,190) - (16,241) - (16,241)
Energy derivative netasset  (175,508) - (175,508) - (105,164) - (105,164)
Electricity forward price
-10%
Basslink net liability 17,237 - 17,237 - 16,242 - 16,242
Energy derivative net asset 4,786 - 4,786 - 113,408 - 113,408

The sensitivity of the fair value of the Basslink Services Agreement to energy price movements has been based on adjustments to
forecast price differences between the Tasmanian and Victorian regions. The sensitivity of the fair value of energy price derivatives
to energy price movements has been determined by adjusting the forecast prices for the Tasmanian and mainland regions.

The forecast price methodology is outlined in note 10. The fair value movements in the energy trading derivatives arising from
variation in forecast prices are offset by movements in the fair value of the generation assets to the extent that they hedge
generation revenue. An energy price derivative instrument may also expose the Corporation to commodity price risk.

(B) Interestrates

The Corporation’s exposure to changes in market interest rates arises primarily from the Corporation’s borrowings and the Basslink
contracts.

Cash flow hedges

The Corporation has entered into interest rate swap contracts to achieve an interest rate risk exposure profile that is consistent with
the long-term cash flow stability and the debt management strategy of the Corporation. Interest rate exposure on specific loans is
managed using highly effective hedge derivatives. The Corporation applies hedge accounting treatment to hedges of the Tascorp
debt as described in note 1.2(r).

In pursuit of these objectives, the Corporation manages its debt through setting and achieving benchmarks for the two key portfolio
indicators of repricing profile and weighted average term to maturity.

At 30 June 2013 fixed rate loans varied from 4.7% to 7.0% (2012: 4.4% to 7.4%). Floating rates were based on bank bill rates and these
varied from 2.7% t0 4.2% (2012: 3.7%t0 5.2%).

The Government Guarantee Fee rate varied from 0.5% to 2.0% for this financial year (2012: 0.5% to 2.3%).

Basslink

The Basslink Services Agreement (BSA) and Floating Facility Fee Instrument between the Corporation and Basslink Pty Ltd (BPL)
establish the rights and obligations of both parties with respect to the operation of Basslink including the monthly payment of the
Basslink Facility Fee (BFF) by the Corporation to BPL. These agreements are financial assets and financial liabilities whereby the
Corporation is committed to make payments to BPL over the term of the contract should BPL meet its obligations to keep Basslink
available in exchange for the right to receive Inter Regional Revenues. The latter has been recognised as a financial asset.

The BSA commenced upon successful commissioning of Basslink on 28 April 2006 and was for a term of 25 years, with an option
forafurther 15 years. By entering into the BSA, the Corporation effectively gained physical access to the mainland regions of the
National Electricity Market.

The Corporation entered into the Basslink Facility Fee Swap (BFFS) in 2002 to eliminate the interest rate and foreign exchange
risk arising from the Basslink construction and operational agreements. The BFFS hedged the interest rate and foreign exchange
risk during construction and swapped the floating interest rate exposure in the BFF for an inherent fixed interest rate of 7.41%

for a 25-year term. Following negotiation with the counterparty to the BFFS regarding their right to break in the FY2012/13,

the inherent fixed rate has increased to 7.83% for the remainder of the term.
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

The Corporation assesses its interest rate risk exposure through sensitivity analysis. The following table shows the effect on the
Income Statement of a movement of 1 basis point (bps) in forecast interest rates.

2013 2012
CONSOLIDATED PARENT CONSOLIDATED PARENT
Income Equity Income Equity Income Equity Income Equity
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Increase/(decrease)
Forward interest rates +0.1 bps
Financial assets 1,374 - 1,374 - 1,529 - 1,529 -
Financial liabilities (1,534) (55) (1,534) (55) (1,702) (82) (1,702) (82)
Forward interest rates-0.1 bps
Financial assets (1,374) - (1,374) - (1,529) - (1,529) -
Financial liabilities 1,534 55 1,534 55 1,702 82 1,702 82

The sensitivity of the fair value of financial assets and liabilities to interest rates has been determined by adjusting closing published
forward market rates. The impact on the fair value of financial instruments is calculated using standard Australian Treasury valuation
formulae.

The weighted average cost of debt for 2013 for both the parent and consolidated entities is 6.88% (2012: 7.08%). This incorporates
both loans and interest rate swaps as at the reporting date and also includes the average government guarantee fee of 1.03%
(2012:0.98%).

(C) Foreign currency rates

The Corporation owns and operates consulting companies in India and South Africa and is exposed to foreign exchange rate risks
upon translation into Australian dollars. This risk is considered to be insignificant relative to the Corporation as a whole.

The Corporation transacts in foreign currency for operational and capital requirements and enters into forward foreign exchange
contracts to eliminate currency exposure in accordance with Board-approved policy. Due to the relatively small size of the
transactions the Corporation considers the risk exposure to be insignificant.

The Corporation ensures that the term of the hedge derivatives matches the term of the currency exposure in order to maximise
hedge effectiveness and enable application of hedge accounting.
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

The settlement dates and principal amounts of the Corporation’s outstanding foreign exchange hedge contracts were:

CONSOLIDATED PARENT
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Receivables
Not later than one year 929 703 929 703
Later than one year but not later than two years 294 - 294 -
Later than two years - - -
Total 1,223 703 1,223 703
Payables
Not later than one year 2,337 65,974 2,337 65,974
Later than one year but not later than two years 3,778 1,698 3,778 1,698
Later than two years 777 - 777 -
Total 6,892 67,672 6,892 67,672

(iii) Creditrisk

Creditrisk represents the loss that would be recognised at the reporting date if counterparties failed to meet their contractual
obligations. The Corporation measures credit risk on non-derivative financial instruments as the carrying amount of any instruments
that represent an asset to the Corporation.

Derivative financial instruments

The credit exposure on a derivative financial instrument is its positive market valuation at the reporting date. In addition a potential
exposure, calculated broadly in accordance with Reserve Bank guidelines, is included for all interest rate swaps. These include the
BFFS and the Basslink credit swaps.

Inthe main, the Corporation reduces credit risk on derivative financial assets by only transacting with high credit quality
counterparties up to a pre-determined counterparty limit or by limiting credit exposure to unrated counterparties. The Corporation
also obtains credit support for counterparties of low credit quality. Interest rate swaps and energy contracts are subject to the
industry recommended International Swap Dealers Association documentation. Where possible this documentation contains
clauses enabling the netting of exposures.

Receivables
Receivables represent amounts due from with Australian Energy Market Operator (AEMO), electricity, gas, treasury and environmental
energy product counterparties, consulting service clients and retail electricity customers.

The Corporation’s credit exposure to AEMO is mitigated by the provisions of the National Electricity Rules (NER). The NER define
the rules for conduct of the wholesale electricity market.

Consulting services clients are spread across diverse industries and geographical locations. Ongoing credit evaluation is performed
on the financial condition of debtors, and where necessary recovery action is undertaken and contract penalty clauses activated.

Appropriate credit management practices are adopted to protect against exposure to non-payment by retail customers.

Basslink credit swaps

While the BFFS transaction has been executed with a single counterparty, the Corporation has also entered into supplementary
interest rate swap transactions with other counterparties to mitigate the potential credit risk associated with a single counterparty.
These swaps are readily tradeable financial instruments.
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

Credit risk exposure by instrument type
Financial assets

Investments and bank balances 39,806 7,060 35,211 1,267
Receivables 220,828 142,062 127,999 87,896
Basslink financial asset 1,614 596 1,614 596
Derivative financial instruments
Interest rate swaps 43 86 43 86
Forward foreign exchange contracts 166 2 166 2
Basslink Facility Fee Swap 9,307 8,203 9,307 8,203
Energy price derivatives 39,385 51,140 39,385 51,140
Total credit risk exposure 311,149 209,149 213,725 149,190

Credit risk exposure by institution ratings
Australian-based institutions

AA+to AA- ratings 148,117 3,527 148,117 3,527
A+ to A ratings 11,539 7,065 11,539 7,065
BBB+ to BBB- ratings 470 30,552 470 30,552
Unrated 151,022 167,281 53,599 107,322

311,148 208,425 213,725 148,466

Overseas-based institutions
AA+1to AA-ratings - - -

A+to Aratings - 724 - 724
Unrated - - - -

- 724 - 724

Total credit risk exposure 311,148 209,149 213,725 149,190

(iv) Liquidity risk
Liquidity risk represents the possibility that the Corporation may be unable to settle an obligation on the due date.
To manage this risk, the Corporation maintains adequate stand-by funding facilities and other arrangements as detailed in note 14.

The Corporation’s exposure at 30 June 2013 is detailed in the tables below. The tables are based on the undiscounted cash flows
of the financial assets and liabilities based on the date on which the payments fall due. The tables include principal and interest
cash flows.

The Corporation hasissued a performance guarantee in favour of SA Power Networks in relation to Co-ordination Agreement
obligations of Momentum Energy Pty Ltd. The probability of the guarantee being called has been assessed as nil.

The Corporation monitors its liquidity risk on a daily basis. The following table details the Corporation’s liquidity exposure.
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

2013 2013
CONSOLIDATED PARENT

Less than 6-12 1-5 Less than 6-12 1-5
6 months months years 6 months  months years
$'000 $'000 $'000 $'000 $'000 $'000

Financial assets
Loans and receivables

Cash 15,669 - - - 11,111
Receivables 220,828 - - - 127,999

Held to maturity
Investments 24,137 - - - 24,100

Fair value through profit or loss
Credit swaps 16,575 21,572 166,223 394,109 16,575 21,572 166,223 394,109
Forward foreign exchange
contracts 101 42 35 - 101 42 35 -
Energy price derivatives 9,014 15,025 58,632 32,378 9,014 15,025 58,632 32,378
Basslink financial asset 15,412 15,412 246,576 618,683 15,412 15,412 246,576 618,683
Other assets 13,696 5,775

315,432 52,051 471466 1,045169 210,087 52,051 471,466 1,045,169

Financial liabilities
Loans and receivables

Accounts payable 129,501 - - - 70,529 - - -
Tascorp loans 35,575 63,007 522,904 175,326 35,575 63,007 522,904 175,326
Designated hedge accounting
derivatives
Interest rate swaps 16,596 21,572 166,201 394,109 16,596 21,572 166,201 394,109
Forward foreign exchange
contracts 62 - 188 - 62 - 188
Fair value through profit or loss
Credit swaps 16,596 21,572 166,201 394,109 16,596 21,572 166,201 394,109
Basslink Services Agreement 37,836 37836 281,263 1,153,009 37,836 37836 281,263 1,153,009
Basslink Facility Fee Swap 21,551 25,887 200,901 530,922 21,551 25,887 200,901 530,922
Energy price derivatives 42,448 21,900 91,033 69,746 42,448 21,900 91,033 69,746
Other liabilities 5,856 5,775

306,021 191,774 1,428,691 2,717,221 246,968 191,774 1,428,691 2,717,221
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

2012 2012
CONSOLIDATED PARENT

Less than 6-12 1-5 Less than 6-12 1-5
6 months months years 6 months months years
$'000 $'000 $'000 $'000 $'000 $'000

Financial assets
Loans and receivables

Cash 7,029 - - - 1,267
Receivables 142,062 - - - 87,896

Held to maturity
Investments 32

Fair value through profit or loss
Credit swaps 8,755 21,808 169,320 434,153 8,755 21,808 169,320 434,153
Energy price derivatives 102,717 65,033 287,552 327,718 102,717 65,033 287,552 327,718
Basslink financial asset 33,173 33,173 264,013 754,825 33,173 33,173 164,013 754,825
Other assets 12,747 50,428 9,658 50,000

306,515 120,014 720,885 1,567,124 243,466 120,014 620,885 1,566,696

Financial liabilities
Loans and receivables

Accounts payable 113,808 - - 78,540 - - -
Tascorp loans 108,046 136,215 599,954 96,042 108,046 136,215 599,954 96,042
Designated hedge accounting
derivatives
Interest rate swaps 4,755 8,669 36,288 755 4,755 8,669 36,288 755
Forward foreign exchange
contracts 1,478 4,760 304 - 1,478 4,760 304
Fair value through profit or loss
Credit swaps 8,755 21,808 169,320 434,153 8,755 21,808 169,320 434,153
Basslink Services Agreement 43,412 43,412 386,202 1,321,251 43,412 43,412 386,202 1,321,251
Basslink Facility Fee Swap 13,838 25,052 197,602 562,082 13,838 25,052 197,602 562,082
Energy price derivatives 81,503 90,586 293,462 417,048 81,503 90,586 293,462 417,048
Other liabilities 2,810 8,377

378,405 330,502 1,683,132 2,831,331 348,704 330,502 1,683,132 2,831,331
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

(c) Fairvalues
AASB 139 requires recognition of some financial assets and financial liabilities at fair value on the Balance Sheet.

Where possible this fair value is determined from prices quoted for the financial instrument on an active market. The fair value of
energy price derivatives reflects carbon pricing to the extent that published price curves have been influenced by the carbon tax.

In the event of a lack of quoted market prices, the fair value of financial instruments has been calculated using valuation models
that make maximum use of available market inputs to produce a reasonable estimate of the price that would be determined by
the market. In many cases this entails projecting future cash flows that are then discounted to present value using the appropriate
discount rate.

The fair values of financial assets and liabilities carried at fair value through profit or loss are determined using the following
valuation inputs:

CONSOLIDATED
2013 2012
Valuation Valuation
Valuation technique Valuation technique

technique —non technique —non
Quoted —market market Quoted —market market
market observable observable market observable observable
prices inputs inputs Total prices inputs inputs Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

Financial assets

Fair value through profit

orloss
Credit swaps - 139,742 - 139,742 - 176,067 - 176,067
Forward foreign
exchange contracts = = = = - - -
Basslink financial asset - - 392,541 392,541 - - 445,513 445,513
Energy price derivatives 14,881 27,895 42,049 84,825 104,909 307,411 - 412,320

14,881 167,637 434,590 617108 104,909 483,478 445,513 1,033,900

Financial liabilities

Designated hedge
accounting derivatives
Interest rate swaps - 21,102 - 21,102 - 20,701 - 20,701
Forward foreign
exchange contracts - 57 - 57 - 5,320 - 5,320
Fair value through profit
orloss
Credit swaps - 139,742 - 139,742 - 176,067 - 176,067
Basslink Services
Agreement - - 625,236 625,236 - - 734,037 734,037
Basslink Facility
Fee Swap - - 293,518 293,518 - - 253,108 253,108
Energy price derivatives 4,098 49,000 112,389 165,487  (21,698) 434,090 412,392

4,098 209901 1,031,143 1,245,142  (21,698) 636,178 987,145 1,601,625
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

Financial assets

Fair value through profit
orloss
Credit swaps
Forward foreign
exchange contracts
Basslink financial asset
Energy price derivatives

Financial liabilities
Designated hedge
accounting derivatives

Interest rate swaps

Forward foreign

exchange contracts
Fair value through profit
orloss

Credit swaps

Basslink Services

Agreement

Basslink Facility

Fee Swap

Energy price derivatives

Basslink financial instruments

Quoted
market
prices
$'000

2013
Valuation
technique

Valuation
technique —non
—market market
observable observable
inputs inputs
$°000 $’°000

PARENT

2012
Valuation
Valuation technique
technique —non
—market market
observable observable
inputs inputs
$’000 $'000

Quoted
market
prices
$’000

Total
$'000

139,742 - 139,742 - 176,067 176,067

- - 392,541 392,541 - - 445,513 445,513
14,881 27,895 42,049 84,826 104,909 307,411 412,320
14,881 167,637 434,590 617108 104,909 483,478 445,513 1,033,900
- 14,027 14,027 20,701 20,701

° 57 57 5,320 5,320

- 139,742 139,742 176,067 176,067

- - 625,236 625,236 734,037 734,037

- - 293,518 293,518 - - 253,108 253,108
4,098 49,000 112,389 165487 (21,698) 434,090 - 412,391
4,098 202,826 1,031,143 1,238,067 (21,698) 636,178 987,145 1,601,624

The Basslink financial instruments comprise the Basslink Services Agreement (BSA), Floating Facility Fee Instrument (FFFI) and
Basslink Facility Fee Swap (BFFS). The fair value of the Basslink financial instruments has been calculated using a valuation model
based on the present value of expected contractual cash flows. The fair value of expected receipts of Inter-Regional Revenues
under the BSA has been separately calculated based on experience to date and projected operating conditions and reported as
afinancial asset. The expected contractual payments under the BSA, FFFl and BFFS have been reported as financial liabilities.

These represent the Basslink Facility Fees and interest rate swap settlements payable under these contracts.

The fair value of the BSA has been calculated using the pre-tax weighted average cost of capital as the nominal discount rate.
The fair values of the FFFl and BFFS have been calculated using a 18-year forward market interest rate.

The BSA, FFFl and BFFS are not readily tradeable financial instruments.
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18. FINANCIAL INSTRUMENTS DISCLOSURES (CONTINUED)

Tasmanian energy price derivatives

The Corporation has entered into energy contracts in the Tasmanian market to manage its exposure to market price risks and has
developed a model to value these contracts. To the extent that each contract incorporates special term, load or other conditions

the price at commencement of the contract will be at a discount from the spot price at that time. Fair value at balance date has been
calculated as the present value of the difference between the projected market price and each contract price, taking into account any
discount provided on inception. Projected market price is based on an internally generated long term Tasmanian energy price curve.

Investments

The carrying amount of the investments recorded in the financial statements represents the Corporation’s maximum exposure to
market risk.

Movements in fair values in 2013 are not attributable to changes in credit risk.

Fair values are disclosed in Table 18(a).
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19. COMMITMENTS FOR EXPENDITURE

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

(a) Capital expenditure commitments

Not later than 1 year 25,368 12,946 25,368 12,710
Over 1yearand upto 2 years 6,176 6,198 6,176 6,198
31,544 19,144 31,544 18,908

(b) Operating lease commitments
Future minimum lease payments

Not later than 1 year 4,214 4,506 3,255 3,279
Over 1yearandupto 2 years 3,137 3,679 3,137 2,759
Over 2 yearsand up to 5 years 9,224 7,771 9,224 7,771
Laterthan 5 years 13,429 18,000 13,429 18,000

30,004 33,956 29,045 31,809

The majority of the Corporation’s leases are for office accommodation.
Payments made under operating leases are expensed as incurred over the term of the lease, except where an alternative basis
is more representative of the pattern of benefits to be derived from the leased property.

(c) Other commitments

Not later than 1 year 57,786 296,317 54,534 294,290
Over 1yearand upto 2 years 24,751 22,517 22,178 20,632
Over 2 yearsand up to 5 years 7,238 23,669 21 19,800
Laterthan 5 years 10,265 4,318 - -

100,040 346,821 76,733 334,722

The other commitments relate to pass-through costs for consulting work, energy transmission charges, contracted maintenance
services and supply of general goods and services.

Commitments include those relating to the jointly controlled entities detailed in note 28.

20. CONTINGENT ASSETS AND LIABILITIES

Contingent asset

The Corporation, in co-operation with CLP Asia Renewable Projects Ltd (CLP), its former joint venture partner in Roaring 40s
Renewable Energy Pty Ltd, has appealed against the assessment of duty by the Tasmanian State Revenue Office in respect of the
dissolution of the Roaring 40s joint venture. If successful, the appeal may result in the full duty payment being refunded. Some,
but not all of the grounds for appeal would have application to Hydro Tasmania’s subsequent sale of the Woolnorth wind farms to
Woolnorth Wind Farm Holding Pty Ltd, the Corporation’s joint venture with Shenhua Clean Energy Holding Pty Ltd.

The Corporation currently has a disagreement with the owner of the Basslink interconnector, Basslink Pty Ltd, relating to charges
associated with the Basslink Services Agreement. The dispute dates back to eventsin 2009. In December 2012 the dispute broadened
following implementation by BPL of a new ‘dynamic protocol’ for the bidding of Basslink. The disputes have been referred to arbitration,
and a hearing is fixed for November 2013,

Contingent liability

The Corporation entered into an Engineering Procurement Construction Agreement with Musselroe Wind Farm Pty Ltd, pursuant to
which the Corporation is to construct the Musselroe Wind Farm. The Corporation supported this obligation through contracts with
Vestas — Australian Wind Technology Pty Ltd (Vestas) and Consolidated Power Projects Australia Pty Ltd (CPP) for delivery of wind
turbines and civil and electrical works. Construction of various parts of the Musselroe Wind Farm was not completed by the relevant
dates for completion, giving rise to a series of potential liabilities owed by the Corporation to Musselroe Wind Farm Pty Ltd and by Vestas
and CPP to the Corporation. Vestas and CPP have also made claims against the Corporation in respect of these delays or liabilities.

During the construction of the Musselroe Wind Farm, the Corporation was required, by Musselroe Wind Farm Pty Ltd's financiers and
theirindependent engineer, to undertake additional work on the foundations for the towers of some wind turbines. The Corporation

has advised the designer of the foundations, Sinclair Knight Merz, that the Corporation intends to make a claim against it for the cost

of these additional works.
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21. AUDITOR'S REMUNERATION

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

Amounts received, or due and receivable, by the Auditor-General from
the Corporation for auditing the financial statements of the Corporation 408 347 339 225

Amounts received, or due and receivable, for compliance audits 17 - 17

22. KEY MANAGEMENT PERSONNEL COMPENSATION

a) Remuneration policy

Remuneration levels for key management personnel of the Corporation are competitively set to attract and retain appropriately
qualified and experienced directors and executives. The Human Resources and Remuneration Committee, a committee of the Board,
obtains independent advice on the appropriateness of remuneration packages given trends in comparative entities both locally and
interstate and the objectives of the Corporation’s remuneration policy.

The remuneration structures take into account:
« the capability and experience of key management personnel

« thekeymanagement personnel’s ability to control the relevant segments’ performance

« achievement of the Corporation’s strategic initiatives.

Remuneration packages include contribution to post-employment superannuation plans.

Non-executive directors’ remuneration

Non-executive directors are appointed by the Governor-in-Council on the joint recommendation of the Treasurer and Portfolio
Minister. Each instrument of appointment is for a maximum period of three years and prescribes the relevant remuneration
provisions. Directors can be re-appointed.

The level of fees paid to non-executive directors is administered by the Department of Premier and Cabinet.
Superannuation is paid at the appropriate rate as prescribed by superannuation guarantee legislation.

No other leave, termination or retirement benefits are accrued or paid to directors.

Directors are entitled to reimbursement of expenses incurred while attending to Board business.

Non-executive directors’ remuneration is reviewed periodically with increases subject to approval by the Treasurer and
Portfolio Minister.

Senior executives

The employment terms and conditions of senior executives are contained in individual employment contracts and prescribe total
remuneration, superannuation, annual and long service leave and salary sacrifice provisions.

The Chief Executive Officer (CEQ) is appointed by the Board. Independent professional advice is obtained prior to entering into
or extending an employment agreement and when determining the CEQ’s remuneration package.

The Board consults with the Treasurer and Portfolio Minister prior to finalising the CEQ’s remuneration package.

The CEO and executive-level employees are also eligible for a short-term incentive payment subject to meeting agreed key performance
indicators. The CEQ and Executive Remuneration Policy is aligned to Hydro Tasmania's strategic objectives and business performance
results across a mix of corporate, team and individual measures.

The performance of each senior executive, including the CEQ, is reviewed annually including a review of the remuneration package.

The terms of employment of each senior executive, including the CEO, contain a termination clause that requires the senior executive
orthe CEO to provide a minimum notice period of up to 6 months prior to termination of the contract.

Service contracts have durations not exceeding five years.
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22. KEY MANAGEMENT PERSONNEL COMPENSATION (CONTINUED)

b) Director remuneration

The following tables disclose the remuneration details in bands for each person that acted as a non-executive director during the
current and previous financial years:

2013
Number Directors’ Committee Total Total
of directors fees fees Superannuation  2012/13 2011/12
$ $ $ $ $
<$40,000 - - - - - 36,451
$40,001-$80,000 5 232,949 39,419 24,513 296,881 253,607
>$80,000 1 107,766 20,444 10,829 139,039 132,036
Total 6 340,715 59,863 35,342 435,920 422,093
2012
Number Directors’ Committee Total Total
of directors fees fees Superannuation  2011/12 2010/11
$ $ $ $ $
<$40,000 1 30,004 3,437 3,010 36,451 -
$40,001-$80,000 4 188,911 43,808 20,888 253,607 388,591
>$80,000 1 106,233 15,552 10,251 132,036 151,637
Total 6 325,149 62,796 34,149 422,093 540,229

¢) Executive remuneration

The following table discloses the remuneration details of senior executives during the current and previous financial years:

Short-term*
Number of Base incentive Total Total Total

employees  salaries payments Superannuation  2012/13 2011/12 2010/11
$ $ $ $ $ $

Total 11 2,960,421 902,072 198,300 4,060,793  3,725403 5,157,464

*Short-term incentive payments are those that are dependent on achieving specified performance goals within specified
timeframes. These payments are non-recurrent and are capped at a percentage of base salary.

By mutual agreement between the Board and Mr Adair, former CEQ, a payment was made to Mr Adair in accordance with any
entitlements under his employment contract which is subject to a confidentiality agreement.

Note 23 lists the directors of the Corporation as at 30 June 2013.
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23. RELATED PARTY INFORMATION

Sales to related Purchases from
parties related parties

2013 2012 2013 2012
$°000 _ $'000  $'000 _ $'000

CONSOLIDATED
Woolnorth Wind Farm Holding Pty Ltd 3,775 462 36,892 10,453

Cathedral Rocks Construction
and Management Pty Ltd - - -
Kakamas Hydro Electric Power (Pty) Ltd - - -

PARENT
HT Wind Operations Pty Ltd - 1,119 -
Cathedral Rocks Construction
and Management Pty Ltd - - -
Bell Bay Power Pty Ltd 341 313 -
Bell Bay Three Pty Ltd = - -
Lofty Ranges Power Pty Ltd -
Hydro Tasmania Consulting

(Holding) Pty Ltd - - - -
Hydro Tasmania Consulting India Pty Ltd - 80 - -
RE Storage Project Holding Pty Ltd - - - -
Momentum Energy Pty Ltd 314,601 163,829 - -
AETV Pty Ltd - -

Hydro Tasmania South Aftica (Pty) Ltd

Amounts owed
by related parties

2013
$'000

995

135

135

622
4,035

936
35,105
189,881
1,756

2012
$'000

117

135

135
2,125

772

4,324
380
940

21,726

Amounts owed
torelated parties

2013
$'000

127,549

382
1,472

Transactions with related parties are made at arm’s length at normal market prices and on normal commercial terms.

2012
$'000

96,409

4,339

Outstanding balances at year end are unsecured and interest-free. Settlement with related parties not wholly owned occurs in cash.

Cash settlement does not occur between wholly-owned subsidiaries and the parent.
The directors of the Corporation as at 30 June 2013 were:

DrD M Crean, Chairman
Mr SR Eslake

Mr G Every-Burns

Ms J M Healey

Ms T C Jakszewicz

Mr S S Kalinko

Mr G Every-Burns was appointed on 27 August 2012.
Ms T C Jakszewicz was appointed on 27 August 2012.
Mr R Adair resigned as a director on 30 June 2013.

During the year the CEO undertook 11 overseas trips and the directors of the Corporation undertook 4 overseas trips at an aggregate

cost of $123,626.

There were no transactions with director-related entities during the year.
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24. ENERGY REFORM

The Tamar Valley Power Station and associated contracts have been transferred on 1 June 2013 to the Corporation as part of the
Tasmanian Government energy reforms under a transfer notice issued by the Treasurer.

The Corporation has incurred costs in relation to the reform process, as detailed below:

2013
$'000

Nature

The Corporations' share of costs of funding the Business Transition Group 915
Costs of consultants engaged by the State-owned electricity business 1,788
Cost of employees who spend greater than 80% of their time on reform-related activities 990
Capital costs

Other costs 169
Corporation's share of costs 3,862

25. EVENTS SUBSEQUENT TO BALANCE DATE

After due enquiry, there have been no other matters or circumstances since the end of the financial year that have significantly
affected or may have significantly affected the operations of the Corporation, the results of those operations or the state of affairs
of the Corporation in subsequent financial years.

26. GOVERNMENT GRANTS

The Corporation has recognised $9 million of grant revenue during the year (2012: $9 million) as detailed below:

Community Service Obligations

On1June 1999, the State Government agreed to formally recognise the cost of concessions to eligible customers living on the
Bass Strait islands as Community Service Obligations (CSOs), as defined under the Government Business Enterprises Act 1995.

During the year ended 30 June 2013, the State paid the Corporation $7.7 million (2012: $8.0 million) as reimbursement for the cost
of providing CSOs.
Department of Resources, Energy and Tourism — King Island Renewable Energy Integration Project

During the year ended 30 June 2011, the Commonwealth Government entered into a $15.3 million funding agreement with the
Corporation under the auspices of the Renewable Energy Demonstration Program.

Under the agreement the Corporation will receive 33.3% funding for the integration of multiple renewable energy sources into an
existing small-scale diesel generation system.

During the year ended 30 June 2013 the Corporation recognised $1.3 million (2012: $0.1 million) as reimbursement of costs relating
to the grant.
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27. CONTROLLED ENTITIES

Percentage of shares held by
Hydro-Electric Corporation

Country of 2013 2012
Footnote incorporation % %

Parent entity
Hydro-Electric Corporation

Controlled entities

Bell Bay Power Pty Ltd 1 Australia 100 100
Lofty Ranges Power Pty Ltd 2 Australia 100 100
Bell Bay Three Pty Ltd 3 Australia 100 100
RE Storage Project Holding Pty Ltd 4 Australia 100 100
Hydro Tasmania Consulting (Holding) Pty Ltd 5 Australia 100 100
Momentum Energy Pty Ltd 6 Australia 100 100
HT Wind Operations Pty Ltd 7 Australia 100 100
Hydro Tasmania South Africa (Pty) Ltd 8 South Africa 100 100
AETV Pty Ltd 9 Australia 100 -
Footnotes

1. BellBay Power Pty Ltd was incorporated on 20 December 2001.

. Lofty Ranges Power Pty Ltd was incorporated on 26 April 2002.

. BellBay Three Pty Ltd was incorporated on 7 December 2005.

. REStorage Project Holding Pty Ltd was incorporated on 11 April 2006.

uvuoA W N

. Hydro Tasmania Consulting (Holding) Pty Ltd was incorporated on 20 October 2006. It holds a 99.9% interest (9999 shares) in Hydro Tasmania Consulting India
Private Limited with Hydro-Electric Corporation holding 1 share.

6. Hydro Tasmania acquired 51% of the issued capital of Momentum Energy Pty Ltd on 31 August 2008. The remaining 49% of the issued capital was acquired on
30 September 2009. Momentum was incorporated on 8 July 2002.

7. Hydro Tasmania acquired 100% of the issued capital of HT Wind Operations Pty Ltd on 30 June 2011. HT Wind Operations Pty Ltd owns 100% of Woolnorth Bluff
Point Holdings Pty Ltd, Woolnorth Studland Bay Holdings Pty Ltd, Heemskirk Holdings Pty Ltd, HT Wind Developments Pty Ltd and HT Wind New Zealand Pty Ltd.
HT Wind Operations Pty Ltd was registered on
29 November 2004.

8. Hydro Tasmania acquired 100% ownership of Hydro Tasmania South Africa (Pty) Ltd on 23 January 2012. Hydro Tasmania South Africa (Pty) Ltd holds a
92% ownership interest in Hydro Tasmania Neusberg (Pty) Ltd. Asat 30 June 2013 these companies had commenced operations.

9. AETV Pty Ltdwas transferred to Hydro Tasmania by Ministerial direction on midnight 1 June 2013.
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28. INTERESTSIN JOINT VENTURES

CONSOLIDATED PARENT
Ordinary Ordinary

share Joint venture share Joint venture

Joint ownership  agreement  ownership  agreement

venture interest voting rights interest voting rights

balance 2013 2012 2013 2012 2013 2012 2013 2012

Principal activity date % % % % % % % %

Cathedral Rocks Construction Wind farm 30June 50 50 50 50 50 50 50 50

and Management Pty Ltd construction

and operation

SA Water Corporation & Lofty Mini-hydro 30June 50 50 50 50 50 50 50 50
Ranges Power Pty Ltd Joint operation

Venture

RE Storage Pty Ltd Investigation 30June 50 50 50 50 50 50 50 50

of renewable
energy commercial
opportunities

Integrated Energy Implementation 30June 50 50 50 50
Solutions Pty Ltd of renewable
energy project

Woolnorth Wind Farm Wind farm 30June 25 25 25 25

Holding Pty Ltd operation

Kakamas Hydro Electric Power Mini-hydro 30June 25 - 25 - - - - -
(Pty) Ltd operation

The Corporation holds a 50% interest in a joint venture (Cathedral Rocks Construction and Management Pty Ltd) with Acciona Energy
Oceania Pty Ltd. The joint venture was established to manage the construction and operation of a wind farm at Cathedral Rocks,
South Australia (note 30).

A subsidiary of the Corporation, Lofty Ranges Power Pty Ltd, holds a 50% interest in an unincorporated joint venture operation
named SA Water Corporation & Lofty Ranges Power Pty Ltd Joint Venture. The principal activity of the joint venture is the operation
of mini-hydro facilities (note 29).

The Corporation holds a 50% interest in an incorporated joint venture operation with CBD Energy Limited, named RE Storage Pty Ltd.
The principal activity of the joint venture is the investigation of renewable energy commercial opportunities.

A subsidiary of the Corporation, RE Storage Project Holding Pty Ltd holds a 50% interest in an incorporated joint venture with
CBD Project Holdings Pty Ltd, a 100% owned subsidiary of CBD Energy Limited, named Integrated Energy Solutions Pty Ltd.
The principal activity of the joint venture is the implementation of a renewable energy project on King Island.

In 2012 the Corporation divested 75% of its ownership interests in Woolnorth Bluff Point Wind Farm Pty Ltd and Woolnorth
Studland Bay Wind Farm Pty Ltd. The interests were sold to form ajoint venture with Shenhua Clean Energy Holding Pty Ltd on
27 February 2012. The Corporationretained a 25% ownership in the joint venture with Shenhua Clean Energy Holding Pty Ltd.

On 5 February 2013 the Corporation divested ownership of Musselroe Holdings Pty Ltd, which wholly owns Musselroe Wind Farm
Pty Ltd, to the Woolnorth Wind Farm Holding Pty Ltd joint venture.

A subsidiary of the Corporation, Hydro Tasmania South Africa (Pty) Ltd became a joint venture partner in the Kakamas Hydro Electric
Power (Pty) Ltd joint venture during the year and holds a 25% interest in the joint venture. The principal activity of the joint venture is
to develop a mini-hydro scheme in Neusberg, South Africa.
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29. JOINT VENTURE OPERATIONS

The share of assets and liabilities of the unincorporated jointly controlled operation, SA Water Corporation & Lofty Ranges Pty Ltd
Joint Venture, which are included in the financial statements, is as follows as at 30 June.

CONSOLIDATED

2013 2012
$'000 $'000
Current assets
Cash 43 32
Receivables 3 3
Other 1 8
Total current assets 47 43

Non-current assets

Property, plant and equipment 1,231 1,253
Total non-current assets 1,231 1,253
TOTAL ASSETS 1,278 1,296
Current liabilities

Payables 21 21
Total current liabilities 21 21
TOTAL LIABILITIES 21 21
NET ASSETS 1,257 1,275
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30. INCORPORATED JOINT VENTURES

The income statements and balance sheets of the following incorporated joint ventures are not consolidated but are instead
accounted for under the equity method.

CONSOLIDATED
Cathedral Rocks
Woolnorth  Constructionand LELEINEN
Wind Farm Management  Hydro Electric

Joint Venture Pty Ltd Power Pty Ltd Total

25% 50% 25%

2013 2013 2013 2013

$'000 $'000 $'000 $'000
Income statement
Revenue 43,080 10 - 43,090
Expenses 35,856 - - 35,856
Profit/(loss) before income tax benefit 7,224 10 - 7,234
Fair value gain - - . -
Income tax expense (22,764) 3) - (22,767)
Net profit after tax (15,540) 7 - (15,533)
Balance sheet
Current assets 77,452 404 10,892 88,748
Non-current assets 592,812 - 22,438 615,250
Total assets 670,264 404 33,330 703,998
Current liabilities 28,785 272 2,747 31,804
Non-current liabilities 447526 - 17,167 464,693
Total liabilities 476,311 272 19,914 496,497
Net assets 193,953 132 13,416 207,501

Share of accumulated profits/(losses)
Share of accumulated profits/(losses) at the beginning

of the year 5,823 (31) - 5,792
Share of profit before income tax expense 1,751 5 - 1,756
Share of accumulated profit/(losses) at the end of the year 7,574 (26) - 7,548
Movements in carrying amount of investment

injoint ventures

Carrying amount at the beginning of the year 34,549 7 - 34,557
Investment in Musselroe Wind Farm Holding Pty Ltd 27,458 - - 27,456
Investment in Hydro Tasmania South Africa Pty Ltd - - 4,326 4,326
Dividends received (1,400) - - (1,400)
Share of profit before income tax for the year 1,751 5 - 1,756
Carrying amount at the end of the year 62,358 12 4,326 66,696
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30. INCORPORATED JOINT VENTURES (CONTINUED)

CONSOLIDATED
Cathedral Rocks

Woolnorth Construction and
Wind Farm Management
Joint Venture Pty Ltd

25% 50%

2012 2012

$'000 $'000
Income statement
Revenue 10,606 15 10,621
Expenses 12,172 - 12,172
Profit/(loss) before share of profit from asset sale and income
tax benefit (expense) (1,566) 15 (1,551)
Profit of joint venture from asset sale 24,858 - 24,858
Income tax benefit/(expense) (6,968) 4) (6,972)
Net loss after tax 16,324 11 16,335
Balance sheet
Current assets 20,395 393 20,788
Non-current assets 284,613 - 284,613
Total assets 305,008 393 305,401
Current liabilities 17,509 272 17,781
Non-current liabilities 161,502 - 161,502
Total liabilities 179,011 272 179,283
Net assets 125,997 121 126,118

Share of accumulated profits/(losses)
Share of accumulated profits/(losses) at the beginning

of the year - (39) (39)
Share of profit before income tax expense 5,823 7 5,830
Share of accumulated profit/(losses) at the end of the year 5,823 (31) 5,792
Movements in carrying amount of investment

injoint ventures

Carrying amount at the beginning of the year - - -
Initial Contribution 29,533 - 29,533
Share of profit before income tax for the year 5,823 7 5,830
Return of equity (807) - (807)
Carrying amount at the end of the year 34,549 7 34,557

The investmentinjoint ventures are carried at cost by subsidiaries of the parent.
Contingent liabilities and capital expenditure commitments relating to the joint ventures are included in notes 19 and 20.
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31. DIVIDEND

CONSOLIDATED PARENT

2013 2012 2013 2012
$'000 $'000 $'000 $'000

Declared and paid during the year
Statutory dividend 50,686 49,008 50,686 49,008

Proposed for approval (not recognised as a liability as at 30 June)
Statutory dividend 116,481 50,686 116,481 50,686

32. SEGMENT INFORMATION

Identification of reportable segments

The Corporation has identified its operating segments based on the internal reports that are reviewed and used by the Chief
Executive Officer (CEO) as chief operating decision-maker in assessing the performance and determining the allocation of resources.
Three segments have beenidentified as Hydro Tasmania, AETV and Momentum Energy.

Types of products and services by segment
(i) Hydro Tasmania

Hydro Tasmania generates and sells wholesale energy into the National Electricity Market from hydro generation assets and
provides consulting services.

(i) AETV

AETV Pty Ltd generates and sells wholesale energy into the National Electricity Market from gas-fired generation assets and sells
gas to wholesale customers in Tasmania.

(iii) Momentum Energy

Momentum Energy sells energy to retail customers in the Victorian, New South Wales, South Australian and Queensland regions
of the National Electricity Market.

Basis of accounting for purposes of reporting by operating segments

Unless stated otherwise, allamounts reported to the CEO with respect to individual segments are determined in accordance with the
accounting policies adopted in the financial statements as detailed in note 1.2.

Inter-segment revenues are eliminated on consolidation.

Capital expenditure consists of additions of property, plant and equipment.
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32. SEGMENT INFORMATION (CONTINUED)

YEAR ENDED 30 JUNE 2013
Hydro Momentum Total Adjustments &
Tasmania AETV Energy segments  eliminations Consolidated

$’000 $°000 $'000 $’°000 $°000 $°000
Revenue
External customers 754,073 11,896 800,237 1,566,206 (19,837) 1,546,369
Other revenue 11,226 - 634 11,860 - 11,860
Total revenue 765,299 11,896 800,871 1,578,066 (19,837) 1,558,229
Segment results
Interest expense 66,451 1,050 - 67,501 - 67,501
Depreciation & amortisaion 90,461 294 618 91,373 - 91,373
Share of loss of joint venture 1,788 - 1,788 - 1,788
Income tax expense 38,724 (103,811) 5,390 (59,697) - (59,697)
Segment profit/(loss) 222,436 (2,098) 17,586 237,924 (208) 237,716
Total assets 4,789,395 205,883 136,597 5,131,875 (8,841) 5,123,034
Total liabilities 2,870,457 355,542 112,987 3,338,986 (9,049) 3,329,937
Other disclosures
Investmentinjoint venture 66,696 - - 66,696 - 66,696
Capital expenditure 82,412 667 2,665 85,744 - 85,744

Inter-segment revenues are eliminated on consolidation.
Segment results for AETV are for the period from acquisition on 1 June 2013 to 30 June 2013.

YEAR ENDED 30 JUNE 2012
Hydro Momentum Total Adjustments
Tasmania Energy segments & eliminations  Consolidated

$’000 $’000 $’°000 $°000 $’000
Revenue
External customers 630,217 463,808 1,094,025 (54,332) 1,039,693
Otherrevenue 11,438 - 11,438 - 11,438
Total revenue 641,655 463,808 1,105,463 (54,332) 1,051,131
Segment results
Interest expense 86,687 - 86,687 - 86,687
Depreciation & amortisaion 81,379 893 82,272 - 82,272
Share of loss of joint venture 384 - 384 - 384
Income tax expense/(benefit) 646 3,351 3,997 - 3,997
Segment profit 93,823 11,099 104,922 (1,482) 103,440
Total assets 5,700,579 108,096 5,808,675 (2,839) 5,805,836
Total liabilities 3,581,429 96,682 3,678,111 (4,322) 3,673,789
Other disclosures
Investmentinjoint venture 34,557 - 34,557 - 34,557
Capital expenditure 185,952 984 186,936 - 186,936
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32. SEGMENT INFORMATION (CONTINUED)

YEAR ENDED

2013 2012
$'000 $'000

Reconciliation of profit

Segment profit 237,924 104,922
Energy sales 19,837 54,332
Purchased energy (19,837) (54,332)
Environmental energy products (208) (1,482)
Result before fair value movements and impairment expenses 237,716 103,440

Reconciliation of assets

Segment total assets 5,131,875 5,808,675
Inventory valuation (8,841) (2,839)
Corporation total assets 5,123,034 5,805,836
Reconciliation of liabilities

Segment total liabilities 3,338,986 3,678,111
Environmental schemes liability valuation (9,049) (4,322)
Corporation total liabillties 3,329,937 3,673,789

Geographic information
Allrevenue is generated from Australian based resources.
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33. BUSINESS ACQUISITION

The Tamar Valley Power Station and associated contracts were transferred from Aurora Energy to the Corporation on 1 June 2013
as part of the Tasmanian Government energy reforms (refer note 3). The Parent entity assumed 100% ownership of the shares
of AETV Pty Ltd by equity contribution from the State of $89.1 million.

Fair value Fair value

Book value adjustment on acquisition
$'000 $'000 $'000

Net assets acquired

Current assets
Cashand cash equivalents 17,296 - 17,296
Receivables - -
Investments - - -
Prepayments 2,498 (1,907) 590
Inventories - - -
19,794 (1,907) 17,886
Non-current assets
Property, plantand equipment 317,473 (216,271) 101,202
Financial assets 8,670 (8,670) -
326,143 (224,941) 101,202
Current liabilities
Payables (6,277) (6,277)
Interest-bearing liabilities (3,949) (3,949)
Provisions (1,417) - (1,417)
Financial liabilities (509) (8,567) (9,076)
(12,152) (8,567) (20,719)
Non-current liabilities
Interest-bearing liabilities (205,000) (205,000)
Provisions (26,109) (26,109)
Financial liabilities (2,316) (99,631) (101,946)
Deferred tax liability (11,221) - (11,221)
(244,646) (99,631) (344,276)
Net assets 89,139 (335,046) (245,907)

CONSOLIDATED PARENT

2013 2013
$'000 $'000

Net cash flow on acquisition

Consideration paid in cash -
Cash and cash equivalent balances acquired 17,296
Net cash flow on acquisition 17,296
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Superannuation declaration

|, Stephen Davy, hereby certify that the Hydro-Electric Corporation has met its obligations under the Commonwealth’s
Superannuation Guarantee (Administration) Act 1992 in respect of any employee who is a member of a complying superannuation
scheme to which the Hydro-Electric Corporation contributes.

S Davy
Acting Chief Executive Officer
14 August 2013

Statement of certification

In the opinion of the directors of the Hydro-Electric Corporation (the Corporation):
a) thefinancial statements and notes of the Corporation and of the consolidated entity are in accordance with the Government
Business Enterprises Act 1995, including:
(i) givingatrue and fair view of the results and cash flows for the year ended 30 June 2013 and the financial position
at 30 June 2013 of the Corporation and its subsidiaries
(if) complying with the Australian Accounting Standards and Interpretations, and with the Treasurers' Instructions.

b) there are reasonable grounds to believe that the Corporation will be able to pay its debts as and when they fall due.

This declaration has been made after receiving the following declaration from the acting Chief Executive Officer and Chief
Financial Officer of the Corporation:

a) thefinancial records of the Corporation for the year ended 30 June 2013 have been properly maintained in accordance
with Section 51 of the Government Business Enterprises Act 1995

b) the financial statements and notes for the year ended 30 June 2013 have been prepared in accordance with Section 52
of the Government Business Enterprises Act 1995

c) thefinancial statements and notes for the year ended 30 June 2013 give a true and fair view.

Signed in accordance with a resolution of the directors:

e
DrD.M. Crean JHealey
Chairman Director
14 August 2013 14 August 2013
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Auditor’s independence
declaration

[ ¢

/ Tasmanian
Audit Office

14 August 2013

The Board of Directors
Hydro-Electric Corporation
4 Elizabeth Street
HOBART TAS 7000

Dear Board Members

Auditor’s Independence Declaration

In relation to my audit of the financial report of the Hydro-Electric Corporation for the financial year ended 30 June 2013,
| declare that to the best of my knowledge and belief, there have been no contraventions of:

a) theauditorindependence requirements of Australian Auditing Standards in relation to the audit; and
b) anyapplicable code of professional conduct in relation to the audit.

As agreed with the Audit Committee, a copy of this declaration must be included in the Annual Report.

Yours sincerely

Wi

H M Blake
Auditor-General

To provide independent assurance to the Parliament and Community on the performance and accountability of the Tasmanian Public sector.
Professionalism | Respect | Camarderie | Continuous Improvement | Customer Focus

Strive | Lead | Excel | To Make a Difference

144 Hydro Tasmania Annual Report 2013



Independent audit report

[ ¢

L/ Tasmanian
Audit Office

Independent Auditor’s Report

To Members of the Parliament of Tasmania
Hydro-Electric Corporation

Financial Report for the Year Ended 30 June 2013

Report on the Financial Report

I have audited the accompanying consolidated financial report of the Hydro-Electric Corporation (the Corporation),
which comprises the balance sheet as at 30 June 2013 and the income statement, statement of comprehensive

income, statement of changes in equity and cash flow statement for the year ended on that date, a summary of
significant accounting policies, other explanatory notes and the statement by the directors’ on the financial report of the
consolidated entity comprising the Corporation and the entities it controlled at the year’s end or from time to time during
the financial year.

Auditor’s Opinion
In my opinion:
(@) the Corporation’s financial report:

(i) presents fairly, in all material respects, the consolidated entity’s financial position as at 30 June 2013, and their
financial performance, cash flows and changes in equity for the year then ended; and

(i) isinaccordance with the Government Business Enterprises Act 1995 and Australian Accounting Standards;

(b) the consolidated financial report also complies with International Financial Reporting Standards as disclosed in
Note 1.2(b).

The Responsibility of the Directors for the Financial Report

The directors are responsible for the preparation and fair presentation of the financial report in accordance with
Australian Accounting Standards and Section 52(1) of the Government Business Enterprises Act 1995. This responsibility
includes establishing and maintaining internal controls relevant to the preparation and fair presentation of the financial
report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In Note 1.2(b), the
directors also state, in accordance with Australian Accounting Standard AASB 101 Presentation of Financial Statements,
that the financial report complies with International Financial Reporting Standards.

1lof2

To provide independent assurance to the Parliament and Community on the performance and accountability of the Tasmanian Public sector.
Professionalism | Respect | Camarderie | Continuous Improvement | Customer Focus

Strive | Lead | Excel | To Make a Difference
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Auditor’s Responsibility

My responsibility is to express an opinion on the financial report based upon my audit. My audit was conducted in
accordance with Australian Auditing Standards. These Auditing Standards require that | comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance as to
whether the financial report is free of material misstatement.

An auditinvolves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
report. The procedures selected depend on the auditor’s judgement, including the assessment of risks of material
misstatement of the financial report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the directors’ preparation and fair presentation of the financial report in order to
design audit procedures that are appropriate to the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Corporation’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating
the overall presentation of the financial report.

I believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit opinion.

Independence

In conducting this audit, | have complied with the independence requirements of Australian Auditing Standards and other
relevant ethical requirements. The Audit Act 2008 further promotes independence by:

« providing that only Parliament, and not the executive government, can remove and Auditor-General, and

« mandating the Auditor-General as auditor of State Entities but precluding the provision of non-audit services,
thus ensuring the Auditor-General and the Tasmanian Audit Office are not compromised in their role by the
possibility of losing clients or income.

My independence declaration provided to the directors dated 14 August 2013 and included in the Annual Report,
would be unchanged if provided to the directors as at the date of this auditor’s report.

Tasmanian Audit Office

Allar

H M Blake
Auditor-General

HOBART
16 August 2013

20f2

To provide independent assurance to the Parliament and Community on the performance and accountability of the Tasmanian Public sector.
Professionalism | Respect | Camarderie | Continuous Improvement | Customer Focus

Strive | Lead | Excel | To Make a Difference
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About this report

The Hydro Tasmania Annual Report
2013 is our eighth integrated report on
our financial, environmental and social
performance.

This report covers the financial year from
1July 2012 to 30 June 2013. It complies
with legislative requirements for annual
reporting under the Government Business
Enterprises Act 1995 and our commitment
toreport our sustainability performance
under our Sustainability Code. We also
comply with the reporting requirements
of various Guidelines for Tasmanian
Government Businesses issued by the
Department of Treasury and Finance.

The report structure is based on

our Sustainability Code principles

(see page 5 for more information).

Report content

Hydro Tasmania takes seriously the
need to engage with and listen to the
communities in which we operate, and
the stakeholders who have an interest in
our activities.

Our annual report content is determinedin
part by issues of ‘material interest’ to our
stakeholders, both internal and external.

We identified the material interests

of external stakeholders through media
monitoring reports, the Government
Business Enterprise hearings, our
stakeholder survey, Momentum Energy’s
customer survey and Entura’s client survey.

To determine key material interests for
the business we used data from our risk
management system, interviews with
senior executives including the CEQ, the
2013 employee survey and other internal
staff workshops.

Afrequency and priority matrix was
applied to finalise the key material
issues. Final material issues are therefore
represented by items that have high
incidence frequency and a high
stakeholder priority. These are set out

in Table 10 on page 151. Material issues
are arranged under the principles of our
Sustainability Code.

Our stakeholder groups are listed on page
72.0ur primary audience is the people of
Tasmania where our operations have the

most significant economic, social
and environmental impact.

Thereport contentis also aligned with
sustainability reporting guidelines,
including the Global Reporting
Initiative G3.1 (GRI electric utility sector
supplement), and the Energy Supply
Association of Australia sustainable
practice framework.

Data collection and basis

Entura and Momentum Energy

Information provided on Hydro Tasmania’s
subsidiary businesses (Victoria-based
energy retailer Momentum Energy and
consulting business Entura) is included in
this report for the interest of their clients
and customers unless otherwise stated.
This provides a complete picture of the
Hydro Tasmania group of businesses
because Momentum and Entura are
critical parts of our business.

Global Reporting Initiative

We have determined our reporting scope
with reference to GRI G3.1 ‘guidance

and decision tree for boundary setting’.
At this time only aggregated finance data
is provided for the Tamar Valley Power
Station, which will be fully incorporated
into the GRI report next financial year.
Other aspects of TVPS's operations are
addressed throughout this report.

Performance indicator definitions are
the same as the GRI G3.1 guidelines
definitions where possible and otherwise
we explain the difference. OHS datais
based on the Australian Standard 1885,
except that overtime hours are not
included.

Contractor hours are included in the OHS
data calculations.

The calculation for LTl frequency rate is:
No. of incidents x 1000 000

No. of hours worked

The calculation for absentee rate is:

Total number of missed days
of the period x 1 000 000

Total number of workforce days
worked for the same period.

Finance

Financial statements comply with
International Financial Reporting and
Australian Accounting Standards and

are in accordance with the Government
Business Enterprises Act 1995 and
Treasurer's Instructions. Financial results
include all wholly-owned entities of the
Hydro Tasmania group, including Entura’s
overseas operations, the Tamar Valley
Power Station, and a proportionate share
of the operating results of joint ventures.
A 50 per cent share of the assets and
liabilities of Lofty Ranges Power, the
unincorporated joint venture, is also
included. All monetary amounts are

in Australian dollars.

Generation data are reported as the net
value at our market connection points
in Tasmania.

Water and energy

We measure water storage in gigawatt
hours of energy or in percentage full in
energy terms. See an explanation on
page 157.

Greenhouse gas reporting

Hydro Tasmania collects data on scope
1,2 and 3% greenhouse gas emissions
from all Australian facilities under our
operational control. We report scope
1and 2 emissions annually under the
National Greenhouse and Energy
Reporting Act 2007.0n 1 July 2012 the
Bass Strait islands facilities came under
the direct operational control of Hydro
Tasmania and are therefore included
inour reporting. On 1 June 2013 TVPS
came under direct operational control
of Hydro Tasmania and is therefore
included in our reporting.

0 Scope 1 emissions are the release of greenhouse
gasesinto the atmosphere as adirect result of an
activity, or series of activities (including ancillary
activities) that constitute the facility (e.g. vehicle
fleet fuel usage).

Scope 2 emissions are the release of greenhouse
gasesinto the atmosphere as a direct result of one
or more activities that generate electricity, heating,
cooling or steam that is consumed by the facility
but do not form part of the facility (consumption

of purchased electricity, e.g. head office lighting).

Scope 3 emissions include greenhouse gas
emissions (other than scope 2 emissions) that
are generated in the wider economy as a result of
activities at a facility but are physically produced
by another facility (e.g. commercial flights, hire
cars and paper use etc).
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Employee data Assurance GRI application
Employee data includes Hydro Tasmania,
Enturaand Momentum Energy
employees and the numbers are based
on head count at 30 June 2013 unless
otherwise stated.

Assurance provides a valuable source
of feedback for improvement in Hydro
Tasmania's business performance,
processes and systems, and greater
confidence for our readers that what
we reportisaccurate, transparent and Net Balance affirms this opinioninits
balanced. Hydro Tasmania engaged Assurance Statement on page 18.
Net Balance to assure this report against
AA1000 Assurance Standard.

Hydro Tasmania has
assessed that this report
conforms to a GRI A+ level.

See the full GRl index on our website.

Report

Application Level C C+ B B+ A A+

| | |

Report on: | Report on all criteria listed for | Same as requirement for Level B

— 11 | Level Cplus: | |

2 2.1-210 ! 1.2 ! !

5 31-38,3.10-3.12 | 39,313 | |

© 41-44,414-415 | 45-413,416-4.17 | |

| | |
o 'o o
2 @ g g
[ 5 s 5
=] Not Required ] Management Approach ra Management Approach e
3 : < Diclosures for each Indicator : < diclosures for each Indicator : <

2 5 | = | Category | = | Category 2
2 E | g | g ! g
© o "D 'T g
| 4= | = | 4=
0 | = | = | x
© IE] w w
c [— [ [
© | = . .2
5 o o o
L I a L (=% I a

Report fully on a minimum ) Report fully on a minimum L@ Respond on each core and Sector | @
of any 10 Performance Indicators, | & of any 20 Performance Indicators, | & Supplement! indicator with due | &

5 including at least one from ! at least one from each of: ! regard to the materiality Principle !

a each of: social, economic : economic, environment, : by either: a) reporting on the :

3 and environment.? | human rights, labour, society, | indicator or b) explaining the |

| product responsibility.’ | reason for its omission. |

| | |

| | |

1 Sector supplement in final version.
2 Performance Indicators may be selected from any finalised Sector Supplement, but 7 of the 10 must be from the original GRI Guidelines.
3 Performance Indicators may be selected from any finalised Sector Supplement, but 14 of the 20 must be from the original GRI Guidelines.

Figure 8: GRI application level criteria
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Table 10: Material issues identified for FY2012/13

Principle Material issue Source: Read
internal, more
external
or both

Economic Hydro Tasmania as an integrated energy business Both 12

Wind generation and development Both 27
Implications of the price on carbon Both 22
Strategic agreement framework with Shenhua Clean Energy Holding Pty External 27
Electricity prices Internal 26
Governance Industry reform Both 31
and processes  shareholder engagement Internal 32
Implementation of the mysap project Internal 30
Technology and systems Internal 32
Customers Momentum Energy's customer growth/satisfaction and relationships Both 41
Momentum Energy's brand growth and communications Internal 43
Momentum Energy’s competitive pricing External 42
Momentum Energy's renewable or clean energy products External 44
Entura's customer satisfaction and relationships Both 41
Entura's opportunities and strategy Internal 45
King Island Renewable Energy Integration Project External 46
Entura’s work on hydropower projects in Sarawak External 46

Infrastructure  Prudent water management Internal 54

andresources  Asset management Internal 52

Environment Managing the aquatic environment Internal 58

Lagoon of Islands project Internal 59
Managing environmental impacts Internal 59
Environmental systems and risk management Internal 59
Community Stakeholder engagement approach Internal 66
Increasing connectivity with the community External 67
Community engagement on large projects Internal 66,71
Recreation and public access to waterways External 69
People Enterprise Partnership Agreement Internal 76
Workforce planning Internal 76
Staff retention and talent management Internal 76
Safety Internal 79
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Generation statistical summary

As at June 30 2009 2010 2011 2012 2013
Mainland Tasmania
Power stations
Hydro Number 28 30t 30 30 30?
Thermal (gas) Number 1 0 0 0 i
Wind Number 0 0 2 0° 0°
Total no. of power stations Number 29 30 32 30 31
Installed capacity
Hydro MW 2270 2281 2281 2281 2281
Thermal (gas) MW 240 0 0 0 3727
Wind MW 0 0 140 0 0
Total installed capacity MW 2510 2281 2421 2281 2653
Energy generated?®
Hydro GWh 7203 8167 9273 8334 10627
Thermal (gas) GWh 608 0 0 0 140°
Wind®® GWh 0 0 0 313 0
Total energy generated GWh 7 811 8167 9273 8647 10767
Generation peak MW 2248 2131 2093 2042 2222
Generation load factor** % 40 44 51 48 55
Bass Strait islands
King Island
Diesel MWh 10221 10480 11232 11635 7968
Wind MWh 5516 4724 5139 4830 4133
Flinders Island Diesel MWh 4404 4340 4232 4123 3569
Total Bass Strait islands MWh 20141 19544 20603 20588 15670
Notes:

-

Upper Lake Margaret Power Station recommenced generation in October 2009; Lower Lake Margaret Power Station commenced generationin June 2010.

~

namely Parangana, Nieterana (Butlers Gorge mini-hydro) and Lower Lake Margaret.

w

Tamar Valley Power Station transferred to Hydro Tasmania on 1 June 2013.
Woolnorth Bluff Point Wind Farm and Woolnorth Studland Bay Wind Farm transferred to Hydro Tasmania on 30 June 2011.
Woolnorth Bluff Point Wind Farm and Woolnorth Studland Bay Wind Farm transferred from Hydro Tasmania in February 2012.

IS

o

o

Musselroe Wind Farm transferred from Hydro Tasmania on 5 February 2013 before operational production commenced.

<

Tamar Valley Power Station Registered Capacity.

o

Mainland Tasmania energy generated is calculated as the net energy measured at the market and distribution connection points.
Tamar Valley Power Station energy generated for the month of June 2013.
1 Wind energy generationis from 1 July 2011 to 27 February 2012 when the Woolnorth wind farms were transferred from Hydro Tasmania.

©

1 Calculated as average MW divided by peak MW. Average MW calculated from total energy divided by hours in the year.
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Financial statistical summary

Five-Year Profile — Statement of Comprehensive Income

Year ended 30 June

2010 2011 2012

$'000 $'000 $'000
Income
Sales of goods and services 610,838 717,246 804,181 1,039,693 1,546,369
Otherincome 14,899 9,687 8,591 11,438 13,616
TOTAL INCOME 625,737 726,933 812,772 1,051,131 1,559,985
Less expenses
Labour 88,822 100,763 104,660 104,802 120,539
Direct operating expenses 262,518 319,018 374,930 590,001 960,782
Depreciation and amortisation of non-current 73,766 77,681 79,873 82,273 91,373
assets
Impairment of non-current assets (186,925) - - - 484,315
Finance costs 86,684 80,337 80,481 86,687 67,501
Fair value movements (185,638) (259,194) (116,389) 85,571 1,923
Other operating expenses 68,619 76,248 72,812 83,928 82,074
TOTAL EXPENSES 207,846 394,853 596,367 1,033,262 1,808,507
NET PROFIT/(LOSS) BEFORE TAX 417,891 332,080 216,405 17,869 (248,522)

Five-Year Profile — Balance Sheet

Year ended 30 June

2010 2011 2012

$'000 $'000 $'000
Assets
Cash and cash equivalents 30,562 3,038 13,199 7,061 39,806
Investments 122,826 121,790 - 34,557 66,696
Receivables 154,356 82,657 114,253 142,062 220,828
Property, plant and equipment 4,146,346 4,161,631 4,414,220 4,484,569 4,188,436
Financial and other assets 758,809 759,886 964,922 1,137,587 607,268
TOTAL ASSETS 5,212,899 5,129,002 5,506,594 5,805,836 5,123,034
Liabilities
Payables 171,576 69,935 81,260 124,700 142,732
Provisions 365,579 363,461 371,154 467,247 551,369
Interest-bearing liabilities 941,235 872,864 983,366 856,806 905,795
Tax liabilities 677,681 749,099 804,684 801,713 621,913
Financial liabilities 1,391,346 1,191,713 1,252,677 1,423,323 1,108,128
TOTAL LIABILITIES 3,547,417 3,247,072 3,493,141 3,673,789 3,329,937
NET ASSETS 1,665,482 1,881,930 2,013,453 2,132,047 1,793,097
EQUITY 1,665,482 1,881,930 2,013,453 2,132,047 1,793,097
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Five-Year Profile — Capital Works

Year ended 30 June

2010 2011 2012 2013
$'000 $'000 $'000 $'000

Expenditure

Generation assets 69,662 78,423 48,049 147,310 58,461
Bass Strait islands 982 860 1,144 6,389 1,828
Communications - 7

Land and buildings 1,977 973 823 956 1,286
Fleet 1,807 2,784 1,938 2,159 2,887
Information systems 4,591 10,299 9,279 20,617 57,047
Renewable developments - - - 3,584 8,654
Other assets 2,228 2,187 3,105 5,120 6,604
TOTAL CAPITAL EXPENDITURE 81,247 95,533 64,338 186,135 136,767
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Acronyms and glossary

Excluding the financial statements

AEMO Australian Energy Market Operator, an organisation that manages the National Electricity Market
and gas markets in eastern and south-eastern Australia
AETV Pty Ltd The electricity/gas sales entity that includes the Tamar Valley Power Station (TVPS)

(formerly Aurora Energy
(Tamar Valley) Pty Ltd )

AMP

Asset Management Plan

ANCOLD

Australian National Committee on Large Dams

Basslink

An undersea high-voltage direct current cable carrying electricity between Tasmania and Victoria

BBB financial strength

Assessment of an organisation’s financial strength based on the rating methodologies used by
Standard and Poor’s and Moody's. Hydro Tasmania was assessed by Tasmanian Public Finance
Corporation (TASCORP). BBB reflects an investment-grade credit rating whereby the organisation
has adequate capacity to meet financial commitments but is more subject to adverse economic
conditions

BPL Basslink Pty Ltd, the company that operates Basslink (see Basslink)

C&l Commercial and industrial

Carbon emissions Carbon emissions per unit of energy generated. Measured in tonnes of carbon dioxide equivalent
intensity per megawatt-hour (tCO,e/MWh)

CEO Chief Executive Officer

Client perception score

Measured using the Net Promoter Score (see NPS)

Ccso

Community service obligation

EPA Enterprise Partnership Agreement

ERP Enterprise resource planning

exciter A componentin an electrical generator

FTE Full-time equivalent

FY Financial year

GBE Act Tasmanian Government Business Enterprises Act 1995
GRI Global Reporting Initiative

HSE Health, safety and environment

IBRM Integrated business risk management

IFS Inland Fisheries Service

IT Information technology

Kaplan turbine A propeller-type water turbine which has adjustable blades
KIREIP King Island Renewable Energy Integration Project

Large-scale Renewable

The Large-scale Renewable Energy Target, administered by the Clean Energy Regulator, creates

Energy Target a financial incentive for the establishment and growth of renewable energy power stations, such
as wind and solar farms, or hydro-electric power stations. It does this by legislating demand for
Large-scale Generation Certificates (LGCs). These LGCs are created based on the amount of eligible
renewable electricity produced by the power stations. LGCs can be sold or traded to liable entities, in
addition to the power station’s sale of electricity to the grid. RET liable entities have a legal obligation
to buy LGCs and surrender them to the Clean Energy Regulator on an annual basis

LGC Large-scale Generation Certificate (see Large-scale Renewable Energy Target)

LSI Long-term sustainability indicator

LTI Lost time injuries — see page 79 for definition

MFWMR Mersey-Forth Water Management Review

Ministerial Charter

A Ministerial Charter sets out the purpose and objectives of a Government Business Enterprise under
the GBE Act. Itis reviewed annually
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mysap New integrated business management system at Hydro Tasmania group based on SAP software

nacelle The cover housing of a wind turbine

NEM National Electricity Market. The NEM began operation on 13 December 1998, and operations are
currently based in five interconnected regions — Queensland, New South Wales, Tasmania, Victoria
and South Australia. Tasmania was the last state to join the NEM as the sixth region in May 2005 and
became fully operational on 29 April 2006 when the Basslink interconnector was fully activated

NPS Net promoter score, a customer loyalty metric. A positive score is considered good.
A score of over 50 is considered excellent

OHS Occupational health and safety

Promoter score See NPS

RAPS Remote area power supply

REIPPP South Africa Renewable Energy Independent Power Producer Program

Remote Area Power
Supply

A Remote Area Power Supply (RAPS) is an autonomous electricity supply system that relies on one
or more energy sources usually in conjunction with a battery and power conditioning equipment.
Although RAPS systems can provide a reliable and cost-effective source of power in remote regions,
they are not limited to remote areas

Safety Reporting Index

See definition on page 79

SCE

Shenhua Clean Energy Holdings Pty Ltd

SCORE Sarawak Corridor of Renewable Energy

SEB Sarawak Energy Berhad

Seepage erosion Sub-surface erosion process that causes gullies and eventually stream- or river-bank failure

SF, Sulphur hexafluoride, a greenhouse gas

SIP Safety improvement plan

Smart Grid technology A smart grid is an electrical grid that uses information and communications technology to gather

and act on information, such as information about the behaviours of suppliers and consumers.
The automated system improves the efficiency, reliability, economics, and sustainability of the
production and distribution of electricity

Smart meters

A smart meter is an electronic electricity meter that records consumption of energy in intervals of an
hour or less and communicates that information at least daily back to the supplier for monitoring and
billing. Smart meters enable two-way communication between the meter and the central system

SME

Small to medium enterprise

SmilePower

Momentum Energy power product

Special Water Licence

A special water licence has been granted to Hydro Tasmania under the Tasmanian Water
Management Act 1999. Under the licence Hydro Tasmania is responsible for prudent management
of an extensive network of modified lakes, rivers, streams and canals, flowing through a diverse range
of landforms and land use zones, each of which have unique aquatic issues

SRI

Safety reporting index — see page 79 for definition

Storage levels

Water storage is measured in two different ways: energy in storage and lake levels.
For definitions see page 157

SWRMP Strategic Water Resources Management Plan
TAC Tasmanian Aboriginal Centre

TESI Tasmanian Electricity Supply Industry

TVPS Tamar Valley Power Station
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Measuring water storage levels

Hydro Tasmania publishes water storage data in two ways: ‘energy in storage’,
and ‘lake levels'.

Lake levels are reported as metres below full and are a measure of the level of the
lake relative to its full supply level.

Energy in storage is the amount of electricity that could be generated from the water
storedin alake. Storage levels are described as ‘x per cent full in energy terms’ or ‘per
cent full of energy’ or ‘gigawatt-hours’. The figure is not the same as the level of water
in the storage. Energy in storage can be reported for the system as a whole or for
individual lakes.

The preferred operating minimum level forms part of our obligations to prudently
manage our water storages, and is a seasonal energy in storage level for the system
asawhole. We aim to keep above this level under median inflows.

Economic operating levels are seasonal lake level targets that ensure areasonable
balance between risk of spill and risk of energy shortfall.

Terms of energy measurement

kW —kilowatt One kW = 1000 watts. A watt is the rate at which electrical energy is produced or used.

MW —megawatt One MW = 1000 kilowatts or one million watts.

kWh —kilowatt hour The standard unit of energy, equivalent to production or consumption at the rate of one
kilowatt for one hour.

MWh —megawatt hour One MWh = 1000 kilowatt hours.

GW —gigawatt One GW =1000 megawatts or one million kilowatts.

GWh — gigawatt hour One GWh = 1 million kilowatt hours, or 1000 megawatt hours.

TW —terawatt One TW =1000 gigawatts or one million megawatts.

TWh —terawatt hour One TWh = 1000 gigawatt hours, or one million megawatt hours.

kV —kilovolt One kV =1000 volts. Avoltis the unit of potential or electrical pressure.
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Index

A
Aboriginal heritage 57,60, 61

asset management 9,10,11,12, 16, 33,
37,50-54

assurance (NetBalance) 18-20, 66,150
audit 31, 35, 144, 145-46

Aurora Energy 9,16, 31, 33,62

awards 3,14, 16, 27,68,71,78

D
dams 53
Clark 52,53
Reece 58
Rowallan 2,51,52 54,66
Scott's Peak 51,52
debt 16, 25,33
dividend 12,14, 23,25

Bass Straitislands 9,11, 43,62
see also King Island

Basslink 12, 14,22, 54,60, 72
Board 9, 15, 34-35
bushfire recovery contribution 68

C
capital expenditure 2,16, 25,53
carbonprice 3,12,13, 14,16, 22, 26

catchments 10,11
see also Mersey-Forth Water
Management Review

ecological health 58,59, 61

water management 11, 58,60

water quality 57,58, 59, 60
challenges 3,12, 24,26,76,77
cleanenergy 4,15, 27,31,40,44

community consultation 15, 16, 27,60,
61,66

community engagement 14, 16, 27,6471
Community Initiative 2,4, 16, 65,68
competitive advantage 12, 31,42
compliance 9,31, 32, 37,38,59,79
consulting services 9,11, 37,45, 46
contractors 72,74,79

creditrating 2,12, 23,25

customer satisfaction 20, 47, 66
customers 20, 24,41-44,47

E
emissions 27,57,62
employees see people
energy efficiency 4,12,42,44,62
energyreform 3,9,12, 14,16, 26, 31, 32,
33,76
Entura 9,12, 14, 37,67
clean energy and water institute 2, 4,40
customers 20,41,47,67
markets 2, 3,4,12,40,41, 45
people 2,76,77
products and services 9,11, 37,41, 42,45
profit 12,45
Sarawak 46
environment
biodiversity management 57,58, 59
carbon emissions 27,57,62
erosion mitigation 60
HSE management system 57,59-60
oil spills 50,52,57
rehabilitation 16, 57,59, 60, 61
speciesresearch 56,58
executive 9,36-37
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F

finance

balance sheet, 86

capital expenditure 2,16, 25,53

cash flow statement 87

debt 16, 25,33

dividend 12,14, 23,25

economic sustainability indicators 23-24
income statement 84

key performance indicators 13
statement of changes in equity 88
statistical summary 153-54

G
gas power 11,14, 25, 26, 36, 51,62

see also Tamar Valley Power Station
generation 9,12, 14, 24,27,37,42,51, 53,
152 (generation summary)
governance 9,15, 31,32,34-35

health, safety, environment management
system (HSE) 57, 59-60

Healthy Hydro program 75,79
heritage 57,61, 67,69
hydropower 11, 24,36, 51, 53,54, 67

information technology 16, 25, 30, 32,43,
67,77

International Hydropower Association
Congress 4,67

J
jointventures 11,15, 25, 27

K

King Island 11,15,16,70
see also TasWind, RAPS

King Island Renewable Energy Integration
Project 2,16,42,46,70

L
Lagoon of Islands 16, 57,59
lakes 58
Great Lake 58
Mackenzie 60, 61
Meadowbank, 16, 58,61, 66
Paloona 58, 60

Long-term sustainability indicators (LSI)
4,23-24,31,41-42,51,57,65,75

lost time injuries 3,17,74,75,79




M
markets 12,14, 26, 36,41, 44, 45,47
materiality 18-20,72,151
Mersey-Forth Water Management
Review 2,57,58, 60, 61,69
Momentum Energy 9,12, 14, 37
customers 4,9, 20,41-44,47
marketing 3,43
markets 12,14, 26,41,42,44,47
people 14

products and services 4,9, 11, 14, 37,
42,44
profit 2,12,14,22,23,41,42,78
Musselroe Wind Farm inside front cover,
2,14,25,27,62,66,71
mysap 2,16, 30, 31,32,59,76,77,151

N

National Energy Market (NEM) 9,12, 14,
24,26,27,42,57 62

0

organisational structure 9,11

overseas
markets 2,12,14,45
operations 12,14, 37,40
people 12

]
people 15,16,75
attraction & retention 75-77
employee profile 76,77
engagement 2,17,20,75,77
renumeration 76,131
safety 70, 74-75
Community Initiative 2,4, 16, 65,68
health & wellbeing 32,75,79
workplace agreements 76
power(hydro) stations 10, 50,52, 53
Catagunya 53,58
Lake Margaret 69
Paloona 2,50, 52
Poatina 53
Rowallan 16,54
Tarraleah 53
Trevallyn 58
Tungatinah 2,52

price 14, 26,31-32 see also carbon price,
wholesale price regulation

profit 2,12,13,14, 24,25

R w
recreation 57,60, 67,69 water
Remote Area Power Systems (RAPS) 11, inflows 3,54

12,42,46
renewable energy 12,15, 27,45, 46
research 15, 36,56-58, 60, 61
retail 9,11,12,14,24,32,37,43,44
risk management 12, 24, 30, 31, 32, 37,

licence 11, 54,58, 60
management 11,40, 57-60
rights 51
storage levels 14, 22,54,157
wholesale pricing regulation 14, 26, 31-32

52,59,79 wind farms 2,11, 14,16, 27,56, 67
rivers 58,60 bird and bat studies 56
Gordon 60 Musselroe inside front cover, 2, 14, 25,
Pieman 52,57,58 27,62,66,71
Wilmot 60 Woolnorth (Bluff Point, Studland Bay)
14, 25,27,56
S

wind power 2,4,12,15, 16, 27

safety see also lost time injuries
workforce see people

infrastructure 51-53

people 3,59,70,74-75,79
Sarawak 46
Shenhua Clean Energy Holdings 11,14, 27
sponsorship 43,69, 70
staff see people
stakeholder groups 72
statement of corporate intent 9-13
storage 51,54
suppliers 65,71,72
sustainability 4, 20, 24,58, 62,67,71

Sustainability Code and commitments 4-6

T
Tamar Valley Power Station 9,11, 14, 31, 33
Tasmania
returns to government 2,12,13, 23,25
connectionto 14,15, 17, 27,65,67,72
TasWind 2,12,15,16, 27,66
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Hydro Tasmania

www.hydro.com.au

4 Elizabeth Street

Hobart Tasmania 7000

Postal Address: GPO Box 355
Hobart Tasmania 7001 Australia

Phone within Australia: 1300 360 441
Phone international: +61 3 62305111
Fax: +61 36230 5855

Email: contactus@hydro.com.au

Entura

www.entura.com.au
Hobart

89 Cambridge Park Drive
Cambridge Tasmania 7170
Phone: +61 3 6245 4500
Fax: +61 3 6245 4550

Email: info@entura.com.au

Brisbane

Level 1,52 Merivale Street

South Brisbane Queensland 4101
Phone: +617 3214 6607

Fax: +617 32146666

Email: info@entura.com.au

Melbourne

Level 25,500 Collins Street
Melbourne Victoria 3000
Phone: +61 3 8628 9700
Fax: +613 8628 9764

Email: info@entura.com.au

New Delhi, India

D-2 Second floor,

Mira Corporate Suites

Old Ishwar Nagar, Mathura Road
New Delhi 110 065 India

Phone: +91 11 43203200
Fax:+91114302 0106

Email: info@entura.com.au

Cape Town, South Africa

Third Floor, ExecuJet Business Centre
Cape Town International Airport 7525
South Africa

Phone: +27 21 934 5501/3

Email: info@entura.com.au

Momentum Energy

www.momentum.com.au

Postal Address:

PO Box 353 Flinders Lane
Melbourne Victoria 8009
Phone: 1300662 778
Fax: +613 96201228

Email: info@momentum.com.au

Contact

We welcome feedback, comments and

any queries regarding this report or its

contents so that we can continue to improve

its value to our readers. Contact us by phone on
1300360441 or email contactus@hydro.com.au
or write to GPO Box 355, Hobart, Tasmania,
Australia 7001

n www.facebook.com/HydroTasmania

www.twitter.com/HydroTasmania

Yuu www.youtube.com/HydroTasmania

m www.linkedin.com/company/hydro-tasmania

Photographers

Andy Crawford
David Bludhorn
David Jamrozik
New Era Media
Pete Harmsen
Peter Mathew
Steve Lovegrove
Warren Marshall

Envirocare 100% Recycled is manufactured
entirely from waste paper.

Manufactured without the addition of optical
brighteners, Envirocare 100% Recycledis an
environmentally responsible paper choice.
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