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Report from the Chairman
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IT WAS A GOOD YEAR for the Institute. We are in a strong financial
position and while there has been a disappointing drop in the number
of subscribers to Consumer magazine this has been compensated, to some
extent, by an increase in membership of consumer.org.nz.

It is clear that more and more people are electing to access our research
and test findings through the website. In response to this demand we
have been working on making the information not only more accessible,
but also better tailored to the individual needs of members. As much
as possible we want people to be able to enter their specific requirements
and then match these with the extensive databases contained within
the website. Our up-to-date information on electricity, gas, credit cards
and mobile phone tariff plans are examples of how this approach works
in practice.

It is not just the way we deliver our findings but, of equal importance,
the topics we cover through the pages of Consumer and at consumer.org.nz.
This is why, over the past year, we have placed greater emphasis on the
assessment and testing of new technologies. During the year we have
looked at such diverse topics as designing a website, two articles on
mobile phones, LCD and plasma TVs, networking home computer
systems and ongoing updating of our extensive database on digital
cameras. Test and general information articles have been supported by
web-based calculators, for example, the one developed to help consumers
sift through the confusing maze of telecommunication companies and
mobile phone plans.

We finished the year in a sound financial position. An increasing
income is now coming from contracts and partnerships with non-
commercial organisations such as the Accident Compensation Corpora-
tion, New Zealand Food Safety Authority and others.

The following is a summary of specific events and achievements in 2005:

TESTS

We've maintained our usual programme of testing major appliances
and augmented this with an occasional assessment of new or quirky
products that appeared on the market during the year. For example, a
test on expensive coffee machines showed you could pay over $2,000
for style and prestige but if you wanted a good espresso the best coffee
maker available cost $200.

Our appliance reliability survey provides a sound backdrop for the
Institute’s testing programme. Over the years we've noted an improved
performance of electronic equipment. However, home appliances such
as washing machines and dishwashers are not only more prone to
breakdown but there is also a much bigger difference between brands
in terms of their reliability. The after-sales service of independent
retailers was shown to be better than that of the national chains.

An assessment of energy conservation is an important aspect of
virtually all tests we carry out. This year we took a further step into this
field with a test of fluorescent light-bulbs. The findings were significant
for energy conservation in New Zealand with the best product in the
test almost twice as efficient as the worst.



PRODUCT SAFETY

We continued to maintain our product recall database on consumer.org.nz.
Also during the year we looked at baby-walkers and found that some
on the market don’t comply with mandatory safety standards. This gave
rise to a call for much tighter control at the border by the regulator to
ensure that potentially unsafe products don’t find their way onto the
retail market.

FOOD

We continued our programme of assessing foods and commenting on
food-related topics. The new ingredient and nutritional labeling regime
is providing very useful consumer information and a spin-off is the use
we can put this to in assessing a range of processed foods. A major
assessment of spreads was a good news story in that while the food
standards code doesn’t require manufacturers to differentiate good fats
from bad on labels, most manufacturers are doing this. Unfortunately,
a review of muesli bars showed a different story. Sugar and fat in high
quantities were found in a number of products and claims for fruit
content were, in our view, misleading.

MONEY

Reviewing retail financial products is an important part of the Institute’s
work. During the year we reviewed credit cards and found that while
mainstream banks were charging 19.95% on outstanding balances,
careful consumers could swap to another provider and pay as little as
12.9%. Over a twelve-month period with a $4,000 outstanding monthly
balance this would provide a very useful saving of $360.

Consumer discontent with bank fees was a consistent theme of letters
and emails during the year. One case we reported on was a man with
a positive savings balance of $30,000 who was charged $33.65 by his
bank for a one day overdraft and a further $50 for a three-day overdraft
of $53.00. It is the Institute’s view that fees should reflect real and
actual costs and should not be used for profit-gouging by banks.

On the positive side, bank service appears to be improving. For
example, in 1999 a survey of over 10,000 Consumer subscribers produced
a startling result of only 43% of ANZ customers who considered the
service they received from their bank good to very good. In 2005 that
had grown to 69%.

We looked at a number of different financial consumer schemes
during the year and exposed the conflict of interest between a company
offering investment advice and also selling managed funds and other
investment opportunities.

We reached the conclusion that too many people are lulled into a
false sense of security by the apparent simplicity of an investment
statement. The detail contained in the prospectus, plus independent
advice, are essential prerequisites for making investment decisions.

CONSUMER PROTECTION LAW
After more than a decade of debate and procrastination, the Credit
Contract and Consumer Finance Act became law. The Act makes the

supply of clearer information for borrowers mandatory and provides
the Commerce Commission with powers to enforce its provisions. There
will always be desperate borrowers and lenders happy to provide money
with high interest rates and onerous default provisions. The new Act
goes some way to protecting the vulnerable borrower.

LEGAL CHALLENGES

By the very nature of the Institute’s work we are always open to legal
challenges. An example of this was an attempt by ABC AutoBiz centre
to obtain an injunction banning the publication of an article critical of
the company’s multi-level marketing selling techniques. We defended
the action and the Judge made it clear that we were entitled to criticise
the company’s selling practices. We are delighted to have the quality
and impartiality of our work confirmed by the High Court decision.

CONCLUSION

My thanks to my colleagues for their careful and competent governance
of the Institute’s affairs over the past year and my special thanks to Tom
Agee who retires this year after nine years as a very effective member
of the Board.

While the Board oversees the setting of policy and direction of the
Institute, this would be nothing if it weren’t for the dedication and
work of the staff. My thanks to them all.

Special mention must also be made of the substantial contribution
and efforts of our Chief Executive, David Russell. David’s guidance of
our organisation provides reassurance that we are extremely well placed
to meet any future challenges.

Consumer is a membership-based organisation and, to protect our
future, one of our ongoing tasks is to ensure that as many people as
possible join us. We can all assist with this challenge by encouraging
people to subscribe to our magazine or consumer.org.nz.

Mark Bedford
Chairman



Articles Published in 2005

Consumer editorial columns

First steps to safety
Mandatory safety standards

Our right to comment upheld
Court finding in Consumers’ Institute favour

Money Matters

Quality of advice from financial advisers

Don’t bank on it
Internet banking safety

The pace of change

Joint international consumer testing

Working for you

Behind the scenes

Spotlight on Banking Ombudsman

Scheme review

Getting the real information
Safety checks & accurate labelling

The rules stay the same
Internet shopping and the Consumer Guarantees Act

The power is with you
PowerSwitch

Flying high

Air NZ advertising

At 31 December membership for Consumer magazine
stood at 67,650 and 24,853 for Consumer Online.
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Consumer articles

Advice & Protection

Barter cards

Bulk measures

Censorship of video games
Christmas clubs

Coastal erosion

Extended warranties
Families in financial strife
Financial literacy

GP fees

Local government online
Local authorities

Mobile shops

Mortgages: reverse equity; savings
Parallel imports
Pawnbrokers

Property, reverse sensitivity
Road rules and road safety
Roadside help

Saving money

Store cards

Sustainable homes

Trustee companies

Appliances

Bathroom fans*
Clothes dryers*
Cooktops*
Dishwashers*
Espresso machines*
Fire extinguishers*
Food processors*

Fridge/Freezers*

Hair dryers*

Heat pumps*

Heaters*

Heating omnibus
Microwaves*
Rangehoods*

Vacuum cleaners*
Washer/dryer combos*
Washing machine update*

Banks, Insurance,
Investments & Loans

Banks
Bank fees
Internet banking
Member survey*
Credit Unions
State saving scheme
Advisor survey
Fixed interest investments
Managed funds update
Money Managers
Loans
Credit cards
Credit laws

Cars

Bio cars

E10

Fuel saving tips
SuperCheapAuto



Computers, Internet, Cameras
and Home Entertainment

Apple Macs
Computerised homes
Cyber shopping
Developing your own website
Digi camcorders*

Digital cameras*

Digital camera software*
(editing/printing options)
DVD recorders*

Internet auctions

ISP survey

Printers, multifunctional*
Search engines

TV sets*
(LCD, Plasma vc LCD, & 51cmyv Standard)

Web hosting

Education

After school tuition
Make-up school
School donations

Food

Beer*

Bottled water*

Café drinks (nutrition)
Cake mixes*

Diets — low carb diet plans
Fats/oils

Food labels

Kebabs*
Muesli bars*

Party pills

Slow cookers*
Sugary drinks
Table spreads
Total diet survey*

Red wine*

Health & Safety

Blood pressure monitors*
Childrens’ health

Childrens’ teeth

Dental fees

Disability aids

Dishwasher detergent safety
Generic medicinal drugs
Hay fever

Head lice

Midwives

Orthodontists

Shin pads*

Tanning industry & fake tans

Home, Garden & DIY

Barbeques*

Drop-saws*

Jig-saw blades*

Ladders*

Lawn mowers — ride-on*
Patio heaters*

Potting mixes™*

Spa pools
Tree maintenance
Winter fuel

Leisure & Travel

Airline ticket refunds
Childrens’ toys
Weekend get-aways

Products

Rechargeable batteries*
Beds

Breadmakers*

Carpets

Compact fluorescent bulbs*
Laundry detergents*
Nappies*

Powermax

Power timers*

Smoke alarms

Telephones

Cordless telephones*
Mobile telephones*
CDMA*

GSM*

Phone cards

* Indicates tests or surveys conducted.



Final Report against the 2005 Business Plan

Consumer Magazine

Target

Result

Publication of a 44-page, mass-circulation Achieved.
magazine, 11 issues a year.

End of year circulation 79,929 67,650
Income surplus of $35,477 $89,701

Subscription rates: $71 for one year; $110 for
two years and $150 for three years.

These rates were maintained.

Publishing at least ten full articles in each
magazine with an average of three tests per
magazine.

An average of 12 substantial articles were published in each magazine
and at least four of these were tests.

Staff establishment for Consumer magazine
including editorial, survey, production and
marketing 11.87 FTE.

With the appointment of an editor the staff complement was achieved.

Strategy

Result

Maintaining a magazine which publishes a
mix of test and general consumer research
articles.

Achieved. However, we must find ways of keeping our test results and
reports on technology more up-to-date.

The target subscriber audience will be in the
30 to 65 age-group.

There is still a skew to the older subscriber.

Building of subscriber loyalty through surveys
and reporting reader experiences and opin-
ions.

This was achieved through three major membership surveys on services
and appliance reliability. Every magazine had, wherever appropriate,
articles and real case histories to support points made in the article.
The letters page, which was introduced in 2004 provided an outlet for
subscribers’ opinions and the answering of their concerns.

Obtaining the benefits of long-term subscrip-
tions through the promotion of direct-debits
and the offer of additional member services.

We continued to promote direct-debits and reap the reward of the
higher renewal rate that resulted. The major success for offering additional
member services was the retailing of the Digital Photography book. We
also promoted the website as an added service.

Continuing development of the association
with the Australian Consumers’ Association
and other overseas consumer organisations.

Our relationship with ACA continued, particularly in the product test
area, and our membership of ICRT provided access to tests on electronic
products.

Maintenance of our work programme which
provides research material not only for Con-
sumer magazine but for the Institute’s book
publishing programme and Consumer Online.

Consumer Online continued to benefit from the test and research
articles published in Consumer. No books were published.

The marketing strategy for Consumer in 2005
will have two elements: the retention of exist-
ing members and promotional activity to bring
in new members. Four unaddressed mail-
drops to a total of approximately two million
households will be supported by targeted,
addressed mail, inserts and other recruitment
activities.

The planned initiatives were achieved. The results for the recruitment
of new subscribers were below expectations. We had budgeted for an
average 0.5% response. The average was 0.4%.

Renewals were 63%.
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Target

Result

To make the site a profitable, stand alone
income centre for the Institute.

The service performed above budget for the second year in a row.

To develop the subscription based services.

Other databases were monitored and updated as necessary. New
databases added during the year included retail gas prices and mobile
phone plans.

To maintain the existing general consumer
information services.

All the consumer legal rights content was reviewed and updated. New
legislation, such as the Credit Contracts and Consumer Finance Act,
was included. We published the results of work carried out under the
Dairy Insight contract.

To keep the ISP Guide, PowerSwtich service,
and banking databases up-to-date and
relevant.

This was achieved. Our association with CANNEX provided daily updates
on bank interest rates.

End of year subscribers: 24,757

24,853

Staff establishment for Consumer Online
5.81 FTE.

This staff level was maintained.

Subscription rates: $71 for one year; quarterly
$21; online/consumer magazine $95; single
article access $15

These rates were maintained.

Income surplus of $3,933

$246,230

Strategy

Result

Link Consumer Online to other websites both
within New Zealand and internationally with
content relevant to New Zealand consumers.

Achieved.

Continue with the development of databases.
Actively seek partnerships similar to that
currently in place with Xtra and promote non-
commercial funding for services we offer.

These strategies continued to be employed. The Department of Building
and Housing actively promoted the ConsumerBuild website and the
Ministry of Consumer Affairs mounted an advertising campaign for
PowerSwitch.

Consumer Online will be heavily promoted
through Consumer magazine, both editorially
and with direct advertising.

Achieved.

We will continue to provide editorial copy to
high-traffic sites such as Xtra and Trademe.

Achieved.

We will continue to use targeted promotional
ads on popular sites such as Google.

Achieved.

The sign-up process and design of key joining
pages will be reviewed and refreshed to make
things as simple as possible to use.

Work is underway.

Renewals will be encouraged by:

- Timely "what's new” features

- Regular email updates

- Regular interactive content such as polls and
surveys to increase members involvement
in the site.

Achieved.

Achieved.

To a large extent this was achieved, but more needs to be done to
involve the subscriber interactively with the Institute.

Consumer Online continues over page

auljuQ Jawnsuo)




Final Report against the 2005 Business Plan

Consumer Online

Contracts & Partnerships

Consumer Online continues

Strategy

Result

Surveys of subscribers to find out what we can
do better.

Comprehensive member survey was completed. This has provided very
useful information about the services subscribers want.

Testing email promotions to up-sell, cross-
sell, reactivate lapsed and cancelled members.

More work needs to be done on these strategies.

A review of the content and timing of renewal
messages.

This is tied closely to the development of a more streamlined electronic
renewal process. Programming problems were resolved.

Target

Result

Contributions to the financial wellbeing of the
Institute.

Achieved.

Promotion of the Institute through contracts
and partnerships with outside, independent
organisations.

This was achieved through our associations with the Department of
Building and Housing, the Food Safety Authority and in our discussions
with the Ministry for the Environment. The relationship with ACC and
Dairy Insight were also fostered.

Use of contracts and partnerships to introduce
people to Consumer Online and other services
we have to offer.

Achieved.

Demonstration, particularly to Government
and bureaucracy that Consumers’ Institute is
New Zealand's pre-eminent consumer
organisation.

It is difficult to put an actual measure on the success, but a fair gauge
is the number of times the Institute is approached to provide a consumer
perspective on issues in the public arena.

Income surplus $90,000

$157,579

Strategy

Result

Maintaining a wide circle of contacts and
constantly promoting the services that the
Institute can offer.

Within our limited resources this was achieved.
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Target Result

To contribute to the netincome of the Institute. Achieved.

To make use of research material already held No new books were published. Nevertheless, research material remains

by the Institute. within the organisation and this can be drawn upon in future.

To maintain sales of existing titles. Achieved.

Income surplus $10,000 $121,703
o
8

Strategy Result &

The use of the Consumer label onsert and Both strategies were employed with considerable success.

Consumer Online to promote new titles and

the backlist.

Continuing to work with Harper Collins to Given that we did not publish new titles this year, the association with

increase the presence of our titles in retail Harper Collins was limited to our backlist.

bookshops.

Firm order, exclusive sales to bookshop chain Given the lack of titles, this was not achieved.

will be investigated.

Target Result

To provide timely, accurate information to Achieved.
research staff.

To handle member enquiries and complaints Achieved.
accurately and with sympathy.

To operate a filing system of correspondence, Achieved.
research projects and administrative matters.

S uoljew.oyuj

Maintain a specialist library, paying particular Achieved.
attention to the cataloguing of material
produced by overseas consumer organisations.

o
&
<.
0
o
(7]

To maintain and regularly update information A daily news bulletin was produced. All directory material is up-to-date.
on the intranet.




Final Report against the 2005 Business Plan

Target Result

As resources allow, continue to comment on Achieved through submissions, comment on current issues of the day
current public issues affecting consumers. to the news media and face-to-face discussions with government and
industry representatives.

Continue dialogue with trade groups and Ouir relationship with both is sound.
government agencies, in particular maintaining

a close working relationship with the Ministry

of Consumer Affairs and the Commerce

Commission.

Continue to seek funding for public advocacy The contract with NZ Food Safety Authority was renewed. The contract

work from outside agencies. with the Ministry of Consumer Affairs for the maintenance of PowerSwitch
was renewed for a further two years. Contracts for the development of
a consumer resource on sustainable housing are being discussed with
government agencies.

Public Good

Promote to the membership the work we do This was achieved, to a certain extent, through the website and the
on their behalf. pages of Consumer magazine.
As resources allow, continue to comment on Achieved.

current public issues affecting consumers.

Target Result

To maintain a cost-efficient and effective The system was maintained.
subscriptions handling system.

To maintain a three-day response time for the Achieved.
despatch of magazines to new subscribers.

To monitor, evaluate and implement new data Modifications have been carried out.
and handling systems as appropriate.
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Target Result

To monitor, evaluate and implement new ini- Achieved.
tiatives as appropriate.

To provide all necessary administrative services Achieved.
for the efficient operation of the Institute.

To promote prudent management of the Achieved.
Institute’s cash resources.

To implement Board policy decisions. Achieved.

Administration & Finance
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Target Result

To negotiate a fair, collective employment The agreement was extensively reviewed in 2004 and rolled-over for a
agreement. further year in 2005.
Reward staff who demonstrate a commitment Eight staff were awarded merit based salary increases.

to the work of the Institute beyond that
required in their job descriptions.

Provide appropriate staff training. Achieved.
Facilitate contact with sister consumer One staff member attended an international conference in Geneva on
organisations. the administration of food safety. The Research Manager attended an

ICRT conference in Estonia. We maintain regular contact with our sister
organisation in Australia.

1



Members of the Board
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Mark Bedford of Tauranga

Chairman

Mark is a pharmacist. His pharmacy was the first in the world to develop
and receive I1SO accreditation. Served in education administration as
deputy chair of the Council for the Central Institute of Technology. First
elected to the Board in 2002.

Rob Crozier of Kapiti Coast
Deputy Chairman

Elected director of the Public Service Investment Society. Previously,
general secretary of the Association of University Staff of NZ. First
elected to the Board in 2002.

Tom Agee of Auckland

Tom is a senior lecturer in Marketing at the University of Auckland
Business School and a regular contributor to Marketing Magazine. A
member of the Institute for over 20 years and elected to the Board in
1997. Re-elected to the Board in June 2003 for his final three year term.

Tim Brown of Palmerston North

Retired Professor of Microbiology and HOD of microbiology and genetics
at Massey University. Previously, director of a scientific and commercial
consultancy providing specialized water and other filter testing services
in Australasia. First elected to the Board in 2001.

Mike O’Donnell of Wellington

Head of business and marketing for Trade Me. Previously worked in
wholesale funds management, communications, marketing and forestry.
Experience in primary, secondary & tertiary industries in NZ and offshore.
First elected to the Board in 2003.

Peter Sutton of Wellington

Previously assistant chief executive, research & testing manager of
Consumers’ Institute. Left to pursue international yachting and project
management. Life member of Consumers’ Institute. Presently
owner/managing director of furniture retail, manufacturing and upholstery
company. First elected to the Board in 2004.

Jo Bransgrove of Wellington

Director, Wellington Chamber of Commerce. Previously: Group General
Manager, NZ Trade & Enterprise; Senior Manager and Secretary to the
Commerce Commission; Senior Manager, NZ Red Cross Society; Chief
Executive, Cancer Society. First elected to the Board in 2005.



Submissions made by Consumers’ Institute in 2005

To

About

Ministry of Transport

NZ Vehicle Emissions Screening Programme

Taskforce on Regulation of Financial
Intermediaries reporting to the
Minister of Commerce

Initial issues paper prepared by the Financial Intermediaries Taskforce

NZ Food Safety Authority

Domestic Food Review

Ministry of Economic Development

Implementation Review of the Telecommunications Act 2001

Food Standards Australia NZ

Country of Origin Labelling of Food

Ministry of Consumer Affairs

Safety Related Recalls for Used Imported Vehicles

Ministry of Economic Development

Review of permitted sulphur levels beyond 2006

Ministry of Health

Nurse practitioner subscribing discussion document

NZ Food Safety Authority

Domestic Food Review Paper 6

Electricity & Gas Complaints Commission

Commentary on the proposal for expansion of the EGC Commissioner
Scheme to include land owner and land occupier complaints consultation
paper August 2005

Ministry of Consumer Affairs

Industry-led regulation discussion paper

Judge Satyanand, Independent Reviewer

Review of the NZ Banking Ombudsman Scheme 2005

Ministry of Health

Comment on the Health Practitioners Competence Assurance (Restricted
Activities) Order 2005

Ministry of Consumer Affairs

Review of the Operation of the Motor Vehicle Sales Act 2003

Gas Industry Company

Consultation Paper Option for Consumer Contract Arrangements
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Consumer Representation

Consumers' Institute has a strong relationship with the Australian
Consumers’ Association and is a full member of Consumers’ International
and the International Consumer Research and Testing Group. The
Institute has representatives on, or has participated in, the following
organisations:

Statutory appointments

Industry bodi
e Standards Council naustry bodies

e Advertising Standards Complaints Board

Government agencies and quasi-official organisations . .
9 9 g ¢ Banking Ombudsman Commission

e Australia NZ Leadership Forum — joint Australia/NZ Working
Group on Trans-Tasman Competition and Consumer Issues

Insurance & Savings Ombudsman Commission (alternate member)

« NZ Govt Portal user Interface Group Dairy Product Safety Advisory Council

e Food Standards Australia New Zealand (FSANZ) Seafood Standards Council

- Country of Origin External Working Group

- Advisory Committee on Evaluation

- Standard Development Advisory Committees on Nutrition and
Health Related Claims, Novel Foods and Fortification of the
food supply

Lifeafterwaste Steering Group

Public Health Organisation — Wellington Independent Practitioners
Association - consumer reference group

Juice Industry Compliance Committee

New Zealand Food Safety Authority (NZFSA)

- Foodsafe Partnership Lobby groups
- TSE Liaison Group

- Wine Sector Council
- Antibiotic Resistance Steering Group * Obesity Action Coalition
- Food Safety Advisory Board

e Consumer Coalition ‘93 (Electricity Reform)

¢ Inter-Agency Advisory Committee on Extremely Low Frequency
Fields

Internet NZ Oversight Committee

e Gas Industry Steering Group

Electricity

- Electricity Complaints Commission Board (alternate member)
- Grid security committee

- Model distribution arrangements project

- Model retail contracts project team

Drinking Water Advisory Group
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Administration

David Russell
Lyn Evans

Research & testing

Peter Rankin
Hamish Wilson
Bill Whitley
Martin Craig
Belinda Allan
Catherine Hutton
Susan Guthrie
Katie Leach
Kate Henderson
Angela Papprill
Kirsty Rennie

Survey unit

Bev Frederikson
Theresa Tufnail
Vicki Candlish
Sue Allan

Editorial unit

David Naulls
Pots Roberts

Information

Andrew Leggott
Catherine McNamara
Rachael Linkhorn
Peter Quin

Jeanette Parker

Kay Oliver

Barbara Jones

Pat Lewis

Accounts and subscriptions section

Anna Jones
Lydia Taylor

Pat Janes

Maria Knott
Shannon Jacob
Rose Chin
Denise Greening

* Indicates part-time staff

Chief executive
PA to the chief executive and
secretary to the Board

Research manager
Senior technical writer
Technical writer
Investigative writer
Research writer
Research writer
Research writer *
Online editor/writer
Verifier *

Research assistant *
Market researcher *

Survey supervisor

Survey researcher *

Survey researcher, Auckland *
Survey researcher, Christchurch *

Editor
Production support

Information & online manager
Consumer adviser *

Consumer adviser *

Research librarian *

Senior information assistant

Information assistant *

*

Receptionist/word-processor operator

Receptionist/word-processor operator *

Financial controller

Accounts assistant *

Subscription supervisor

Customer services coordinator
Online customer services coordinator
Subscriptions clerk

Despatch clerk *

Staff of the Institute

There were 34 employees on the staff
of Consumers' Institute at 31 December
2005. Fifteen staff members worked
part-time hours. Part time ranges be-
tween 40% and 90% of full-time hours.
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Audited Accounts 2005

AUDIT REPORT
TOTHE MEMBERS OF CONSUMERS INSTITUTE OF NEW ZEALAND INCORPORATED

We have audited the financial statements on pages 1to 8. The financial statements provide information
about the past financial performance of Consumers' Ingtitute of New Zealand Incorporated and its financial
position as at 31 December 2005. Thisinformation is stated in accordance with the accounting policies set
out on page 5.

Board’'s Responsibilities

The Board is responsible for the preparation of financial statements, in accordance with New Zealand law
and generally accepted accounting practice, which fairly reflect the financial position of Consumers’
Institute of New Zealand Incorporated as at 31 December 2005 and the results of its operations and cash
flows for the year ended 31 December 2005.

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

Basisof Opinion

An audit includes examining, on atest basis, evidence relevant to the anounts and disclosuresin the

financial satements. It also includes assessing:

+ thesignificant estimates and judgements made by the Board in the preparation of the financial
gatements, and

+ whether the accounting policies are appropriate to the Institute’s circumstances, consistently applied
and adequately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and performed
our audit so asto obtain al the information and explanations which we considered necessary in order to
provide us with sufficient evidence to obtain reasorable assurance that the financial statementsare free
from material misstatements, whether caused by fraud or error. In forming our opinion we aso evaluated
the overall adequacy of the presentation of information in the financial statements.

Other than in our capacity as auditor, we have no relationship with or interests in Consumers’ Institute of
New Zealand Incorporated.

Unqualified Opinion

We have obtained al the information and explanations that we have required.

In our opinion the financial statements on pages 1 to 8 fairly reflect the financial position of Consumers’
Institute of New Zealand Incorporated as at 31 December 2005 and the results of its operations and cash
flows for the year ended on that date.

Our audit was completed on 23 February 2006 and our unqualified opinion is expressed as at that date.

CHARTERED ACCOUNTANTS
WELLINGTON, NEW ZEALAND
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Statement of Financial Performance

For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

Operating Revenue Note 2005 2004
Membership subscription 4,747 907 4,652,755
Interest income 434,882 323,850
Other income 5 483,003 485,708
5,665,792 5,462,313
Operating Expenses Note 2005 2004
Production and distribution 2,651,183 2,500,439
Membership promotions 1,224,298 1,115,635
Administration
Audit fees 9,000 7,500
Board fees and expenses 59,027 47,071
Staff costs 780,798 789,601
Other administration expenses 399,532 682,519
5,123,838 5,142,765
Net surplus transferred to accumulated funds 541,954 319,548

The accompanying notes form part of the financial statements



Statement of Movements in Equity

For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

Balance at 1 January 2,384,646 2,065,098
Surplus for the year 541,954 319,548
Balance at 31 December 2,926,600 2,384,646
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Statement of Financial Position

As at 31 December 2005. Consumers' Institute of New Zealand Inc.

Current Assets Note 2005 2004
Cash at bank - 9,139
Accounts receivable 128,466 121,922
Accrued interest 43,096 40,315
Stock on hand 3 31,471 63,095
Total current assets 203,033 234,471
Short term deposits 9 6,520,000 5,900,000
Non-current assets 4 202,054 285,311
Total Assets 6,925,087 6,419,782
Current Liabilities Note 2005 2004
Accounts payable and accruals 430,356 410,628
Bank overdraft 24,756 -
Employee entitlements 261,395 251,918
Other provisions and payables 45,868 124,915
Total Current Liabilities 762,375 787,461
Deferred subscriptions income 12 3,236,112 3,247,675
Accumulated funds 2,926,600 2,384,646
Total Accumulated Funds and Liabilites 6,925,087 6,419,782

M Bedford, Chair

A-M Jones, Financial Controller



Statement of Cash Flows

For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

Cash Flows from Operating Activities Note 2005 2004
Cash received from customers 5,212,803 4,884,429
Cash paid to suppliers (2,644,808) (2,622,010)
Cash paid for wages and other operating expenses (2,370,367) (2,129,199)
Cash received from interest 432,101 335,388
Cash received for GST (38,219) 41,666
Net Cash provided (used) by operating activites 11 591,510 510,274
Cash Flows from Investing Activities Note 2005 2004
Cash applied to short-term investments (95,000) -
Cash received from sale of capital assets - 3,549
Cash paid for purchase of capital assets (5,405) (259,457)
Net Cash (used) by investing activities (100,405) (255,908)
Increase in cash during the period 491,105 254,366
Cash balance at the beginning of the period 724,139 469,773
Cash balance at the end of the period 8 1,215,244 724,139
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Notes to the Financial Statements

For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

1. Statement of Accounting Policies

Reporting entity
Consumers' Institute of New Zealand Inc is engaged in the publishing industry in New Zealand.

The financial statements presented here are for the reporting entity, Consumers' Institute of New Zealand,
an Incorporated Society registered under the Incorporated Society Act 1908 (The Act).

The financial statements of Consumers' Institute of NZ Inc. are prepared in accordance with The Act and all
subsequent amendments and the Institute's Rules of Incorporation.

Measurement base

The general accounting principles of the Institute of Chartered Accountants of New Zealand for the
measurement and reporting on a historical cost basis have been applied.

Accounting policies

(i) Non-current assets and depreciation
Non-current assets are recorded at cost less accumulated depreciation.
Depreciation is charged on a straight line basis at rates estimated to recognise
the loss of service potential of the asset over its useful life.

The estimated useful lives of non-current assets are as follows:

Computer equipment 3/5 years

Office equipment 5/10 years

Office furniture, fixtures and fittings 10 years

Motor vehicles 5 years
(ii) Stocks

Stocks are valued at the lower of historic cost, on a first in first out basis, or net realisable value.

(iii) Debtors
Debtors are recorded at net realisable value.

(iv) Investments
All investments are recorded at cost.
Changes in accounting policies

There have been no changes in accounting policies. All accounting policies have been applied on bases
consistent with those in prior years.



Notes to the Financial Statements

For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

2. Taxation

The Institute has been granted charitable status by the Inland Revenue Department effective

from its date of incorporation. Therefore, the Institute is not subject to income tax.

3. Stock on Hand 2005 2004
Unsold test goods 9,522 15,611
Promotional gifts - -
Binders 21,949 31,555
Publications - 15,929
31,471 63,095

4. Non Current Assets

Accumulated Net Book
2005 Cost Deprn Value Deprn
Motor vehicles 24,444 8,000 16,444 4,000
Furniture 165,853 151,052 14,801 6,021
Office equipment 166,121 128,415 37,706 12,155
Fixtures and fittings 175,020 94,710 80,310 12,655
Computers 675,846 623,053 52,793 53,831
1,207,284 1,005,230 202,054 88,662
Accumulated Net Book

2004 Cost Deprn Value Deprn
Motor vehicles 24,444 4,000 20,444 4,000
Furniture 165,853 145,031 20,822 10,819
Office equipment 160,716 116,260 44,456 14,676
Fixtures and fittings 175,020 82,055 92,965 13,545
Computers 675,846 569,222 106,624 68,960
1,201,879 916,568 285,311 112,000

5. Other Income

Other income includes income from special projects and sales of binders and publications.
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For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

6. Related Parties

Emily Carpenter Charitable Trust is an independent entity. The Trust is governed by two elected
trustees from the Consumers' Institute Board (T Brown (director) and T Agee (director)) and one
staff representative from Consumers' Institute. In 2005 the Institute did not receive any grant

from the Trust (grant in 2004 was $8,500).

7. Operating Lease

2005

2004

Lease commitments under non-cancellable operating leases:

Not later than one year 114,496 106,706

Later than one year and not later than two years - 106,706

Property lease has been renegotiated. The new expiry date is 31.12.2006

8. Cash comprises cash balances held with BNZ 2005 2004

Cash at bank (24,756) 9,139

Call deposits 1,240,000 715,000
1,215,244 724,139

9. Investments

2005

2004

All investmentts mature prior to 31/12/06

Bank of New Zealand

- Call deposits 740,000 715,000
- Term deposits 3,180,000 2,585,000

3,920,000 3,300,000
National Bank of New Zealand
- Term deposits 1,700,000 1,700,000
Westpac Bank
- Call deposits 500,000
- Term deposits 400,000

900,000 900,000

Total Investments 6,520,000 5,900,000

Interest rates on investments held range from 7.05% to 7.66% per annum.

(2004: from 4.86% to 6.72%).



Notes to the Financial Statements

For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

10. Financial instruments

The financial assets and liabilities of Consumers' Institute include bank deposits and accounts receivable.
The basis of recognition of the financial instruments disclosed in the accounting policies are:

® The carrying amount of the financial assets and liabilities are considered equivalent to their fair values

e Financial instruments entered into by the Institute do not expose the Institute to any significant concentration of interest or credit risk

® The Institute is exposed to the foreign exchange risk on product testing in overseas countries. The Institute considered it to be a minimal risk

* The Institute does not require collateral or other security to support financial instruments

e Short-term deposits have maturity dates within one year and interest at time of further reinvestment will depend on the market interest rates
then prevailing

*  No off balance sheet transactions were entered into during the financial year

11. Cash flow reconciliation with operating surplus 2005 2004

Surplus for the year 541,954 319,548

Add non-cash items

Depreciation 88,662 112,000

88,662 112,000

Add (less) movements in other working capital items

Decrease in advance subscriptions (11,563) (163,807)
Increase in accounts payable 19,728 175,884
Decrease in provisions (31,351) (50,251)
Decrease in GST payable (38,219) 41,666
(Increase)/Decrease in accounts receivable (6,544) (90,227)
Decrease in stock 31,624 153,923
(Increase)/Decrease in interest accrued (2,781) 11,538

(39,106) 78,726
Net Cash inflow from operating activities 591,510 510,274
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For the year ended 31 December 2005. Consumers' Institute of New Zealand Inc.

12. Subscriptions paid in advance

Consumer

Year Consumer Online 2005 2004
2005 : i : 2,693,302
2006 2,295,958 386,749 2,682,707 447,059
2007 436,468 4,866 441,334 104,795
2008 109,816 330 110,146 2519
2009 1917 8 1,925 i

2,844,159 391,053 3,236,112 3,247,675

13. Contingent liabilities and capital commitments

There were no contingent liabilities and capital commitments as at 31 December 2005 (2004: NIL).

Page 8 continued



