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The Board of Directors are pleased
to present the annual report of
Northpower Ltd and its
Subsidiary (Metro Power) for the
year ended 31 March 2003.

For and on behalf of the Board
of Directors.

W Moyes
Chairman
26th June 2003

JWard

Director
26th June 2003
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Highlights

CORPORATE

Northpower continues to concentrate its
focus on improving the performance of
the business through better risk
management, project management,
reporting process monitoring, and audit
functions. Robust processes have been,
and continue to be, developed to ensure
we consistently deliver reliable results to
our customers.

2003 Financial Year

a In February Northpower gave all
network customers a 2 month line
charge holiday totalling $6 million
dollars.

a The Company reviewed electricity
usage information and reduced its
previous 20+ pricing options to six.

a 35 additional employees joined
Northpower during the year, bringing
the total to 360.

a 94% customer satisfaction result for
residential customers in an independent
survey in March 2003.

a With over 550 rescue missions to its
credit in the last year, Northland
Electricity Rescue helicopter has
touched the lives of a great number of
people.

a Northpower continued to focus on our
effects on ecosystems and demonstrate
our commitment to environment
sustainability.

a Successfully passed an ACC partnership
programme audit and achieved a step
up from the primary level to the
secondary level.

Future

a Work will continue to ensure the
business is as cost-effective as possible
using sophisticated Asset Management
systems.

a The Company will continue to
strengthen its competitive advantage
through developing skills and
knowledge of its staff and fostering
innovation.

a A major focus will be the regulation of
the lines business by the Commerce
Commission. The direct impact of the
regime is still not clear, apart from
adding compliance costs but it is
expected the requirements will be
consistent with Northpower’s focus.

NETWORK

The network business is focused on
ensuring that a safe, reliable, hassle-free
and cost-effective electricity line service
is provided.

2003 Financial Year

a Network reliability performance
improved over the previous year with
a reduction in SAIDI.

a Wairua Hydro Power Station made a
higher than forecast contribution.

a Northpower’s average distribution
charge remains the lowest in New
Zealand.

a The company committed $2 million
dollars to replace ripple systems on its
network with the latest technology.

a 13527 customers have taken advantage
of the pricing option introduced for
small users, in line with Government
policy, to ensure fixed charges amount
to no more than 10% of the total bill.

a The company continued to be involved
in industry developments with staff
appointed to National Working Groups
dealing with electricity industry issues.

a Electricity conveyed through the
Northpower network grew by 4.6%
for the year.

Future

a Extensive use of live line techniques,
more sophisticated condition
monitoring, targeted preventative
maintenance to achieve our aim of
improving network reliability.

a A new tree management process to
reduce the risk of outages caused by
trees and to reduce the ongoing cost
of vegetation control.

a Encourage Retailer competition on our
network to ensure that end-use
customers receive the best possible
choice and an ongoing price
competitive energy supply.

a Additional capacity for Wairua Hydro
Station being reviewed.
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CONTRACTING

The Contracting business complements
Northpower's Lines business, which
concentrates on providing a high quality,
low cost electricity network to Northland.
The contracting operation continues to
provide maintenance management, fault
and construction services to other network
companies in New Zealand.

2003 Financial Year

a Northpower cemented its position as
a leading supplier of electricity
distribution, network maintenance and
construction services through securing
an extended performance based
contract with New Zealand’s largest
network company, VECTOR.

a Expansion into Tauranga has proved
very successful, and has enabled a
further depot to be established in
Rotorua.

a The Company increased its training
and development of highly skilled
Glove & Barrier teams in order to
provide for future requirements.

a Continued to improve safety
performance through a strong focus
on ensuring a safe work place for all
staff and Northpower’s commitment
to eliminating all work-related injuries.

Future

a Another Contracting division is planned
for Auckland’s North Shore to cope
with a strong demand for our services.

a An ongoing demand for top quality
skilled line staff sees a potential
opportunity for Northland youths
willing to be trained locally and then
move on to other regions to work.

a The ongoing business improvements
and restructure of the business this
year will put the company in a good
position for the business to do well in
2004.

a Continued emphasis on safe working
practices by engaging the services of
a leading international safety
organisation to audit our current
systems.



METRO POWER

Metro power is a Subsidiary R&D
company which owns a 180-hectare farm
based on the West Coast of Dargaville.
The farm was purchased in 1995 for the
development of wind generation.
Currently the farm is a 50:50 share milking
operation with 316 cows.

2003 Financial Year

a The Company increased its focus in
monitoring and reviewing the viability
of developing a wind farm.

a New wind monitoring equipment was
installed in 2003.

a The excellent growing conditions
continue to result in high dairy
production.

a Continued to apply high level of
fertiliser and the resowing of two
paddocks per year.

a New larger vat to hold increased
production.

Future

a Wind generation will be continuously
monitored for future viability.

a Government policy expected to favour
renewable generation.

a Improving wind technology is expected
to increase outputs and reduce costs.

GROUP FINANCIAL PERFORMANCE

a Total Revenue of $65.3m

a Net Profit of $9.4m

a Final dividend of $3.3m to the
Northpower Electric Power Trust

REVENUE FOR 2003

Network

Contracting o
0

51%

Other 1%

NETWORK PROFILE

There are currently 29 line businesses in

New Zealand. Northpower is:

a 9th largest by value of system assets
(ODV $112 million).

a 6th longest by system length
(5,337Kms).

a 8th largest by number of customers
(46,712).

a 15th highest in relation to customer
density (8.8 customers per Km).

a 4th lowest line loss ratio of 3.6%

(New Zealand average is 5.9%).
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Chairman’s Report

| am pleased to report on an excellent
result for Northpower. The Network
business has continued to perform
extremely well. The structural changes
made to our Contracting business towards
the end of 2002, together with the
ongoing work to improve key processes
and a focused effort from our people,
have resulted in the Contracting business
achieving a very sound result, exceeding
its financial targets for the year.

Northpower has cemented its position
as a leading supplier of electricity
distribution, network maintenance and
construction services through securing
an extended performance based
maintenance contract with New Zealand’s
largest network company, VECTOR. In
addition, our expansion into Tauranga
has proved very successful, with the new
division performing well ahead of forecasts
for its first full year of operation. Further
new branches have been established in
Rotorua and on Auckland’s North Shore,
to meet the increasing demand for
Northpower’s contracting services.

The Network business also performed
ahead of financial forecasts due to higher
load growth and lower net transmission
costs. The Wairua Hydro Power Station
made a higher than forecast contribution,
due to relatively high spot prices on the
wholesale energy market.

Northpower exceeded its financial targets
with a net profit of $9.4M, well above
last year’s $4.7M and our target of
$5.15M. A final dividend of $3.264M
will be paid to the Northpower Electric
Power Trust.

Line Charge Holiday

In February 2003 Northpower gave all
network customers a 2-month line charge
holiday in order to share the additional
gains from the Network business.

[0€]

% of total annual bill

Customers connected to Northpower’s
network saved a total of $6M on their
electricity charges over February/March
2003.

Network Pricing

Northpower continues to maintain its
record of not increasing its local network
prices since 1997. Changes to
transmission charges are passed on to
retailers. Over the five years from 1 April
1998 line charges for the average
domestic customer have fallen from 53%
to 44% of their total electricity account.
When the $120 line charge holiday in
February 2003 is included, line charges
only account for 38% of an average
domestic customer’s electricity account.

Components of an annual electricity account

for an average Residential Customer

® Line = Energy

120% {
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80% 1
60% 1

40%

53%

20% +
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1998 1 April 2003

Network Reliability

Overall, network reliability performance
improved over the previous year with a
reduction in the average customer
minutes without power (SAIDI) due to
faults and planned outages. Unfortunately
Northland was hit by several very strong
storms, including the “weather bomb”
which, combined with the extraordinary
event of the Mangawhai 33 kV substation
being totally destroyed by fire, resulted
in our outages due to faults being over
target.

Northpower’s ongoing objective is to
maximize the reliability of the network
without increasing prices. Considerable
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effort is going into improving our
processes and systems to enable us to
better predict network performance and
target outage preventative maintenance.
The long term trend shows a continuing
improvement and we are confident of
achieving our objective.

Industry Developments

A major focus for the industry has been
the regulation of the lines businesses by
the Commerce Commission. Northpower
joined with other lines businesses to make
a significant contribution to the process
through submissions on the draft
determination. It is encouraging that the
Commission took account of the
substantiated concerns of the industry in
its final determination and has produced
a relatively balanced Targeted Control
Regime. However, the downside remains
that this has been, and will continue to
be, a diversion from the real issues facing
the industry, which are to provide reliable
supply at reasonable cost, and is unlikely
to result in any noticeable benefit to
electricity consumers. The direct impact
of the Regime on Northpower is still not
clear, apart from adding to the increasing
burden of compliance costs.

A major issue has been the prospect of
an electricity supply crises over the 2003
winter due to a dry hydro year and
constraints on fuel supplies for thermal
generation. While this year’s crisis seems
to have been avoided, thanks to some
timely rainfall, the issue highlights that
the country has not prepared for the
demise of the Maui gas supply. The
Government recently announced the
establishment of an Electricity
Commission to govern the industry and
changes to the structure of the wholesale
electricity market to put incentives in
place for future generation, including
providing increased ability for lines
businesses to invest in small scale



generation. Northpower is assessing the
viability of extending its existing hydro
generation and will look at other
generation opportunities on the basis of
their commercial viability and their
contribution to supply security in
Northland. However, legislation limits
Northpower’s ability to significantly
influence the overall supply situation.

Safety

With 360 employees, many of whom
work in potentially very dangerous
conditions, safety is the top priority for
Northpower. We believe that our safety
performance is critical to winning high
value clients and attracting top
performing employees to the company.
Our extensive safety management
program is essential to managing the
most critical risk in our business.
Northpower is part way through an
ongoing program to fully develop a safety
culture. The results so far are very pleasing.
Northpower’s lost time injury frequency
rate has dropped from 9 lost time injuries
per million hours worked in 1999 to 1.5
in 2003, a result that puts Northpower
up with the top of the industry world
wide. Our Auckland contracting division
was recently congratulated by their
principal client, VECTOR, for a year with
no lost time injuries on VECTOR'’s network.

Lost Time Injury Frequency Rate
(L.T.LF.R)

1999 2000 2001 2002

On the other hand there have been two
tragic fatalities involving members of the
public and Northpower’s lines. We have
reviewed our processes to see what we
can do to improve the safety for the

public. One outcome is that we believe

2003

safe practices at work and at home, begin
with creating safety awareness in young
people. To help achieve this, the company
has started a program that takes our
safety message to every school in
Northland. We also believe there needs
to be an ongoing national safety
awareness campaign on the hazards of
overhead power lines.

Northpower has engaged international
electricity industry safety experts from
Duke Energy to carry out a safety audit
of our processes and behaviours for both
the Network and Contracting businesses
in Whangarei.

Quality

Consistently achieving high quality results
is also a priority for Northpower, which
is closely related to top safety
performance. We are very pleased to
have received very high satisfaction ratings
from electricity customers in Northland
and from our contracting customers
throughout the North Island. However,
we are determined to further improve
the quality of our work. In particular, we
are working to create a culture to ensure
we will always achieve top results, first
time.

People

The directors recognize that management
and their staff have made a huge
contribution to successfully operating
and improving the business over the year.
They thank them for this commitment
and congratulate them for the excellent
results achieved.

| also wish to thank my fellow directors
for their determination and very
constructive contributions to improving
Northpower for the benefit of the
shareholders.

Northpower’s success is greatly aided by
the strong relationship the company has
with its shareholder, the Northpower
Electric Power Trust. The Trust, under
the leadership of Erc Angelo, monitors
our performance and provides a
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considered shareholder perspective for
the directors. It is not an easy role. |
thank the trustees for the professional
way they carry it out and for their
wholehearted support of the company.

The Future

Northpower is committed to growing a
sustainable business based upon sound
commercial principles that provide
increasing benefits to its Northland
owners and network users. The network
business is now solely focused on ensuring
that a safe, reliable, hassle-free and cost-
effective service is provided. It is expected
the requirements of the regulator will be
consistent with Northpower’s focus. The
company is looking at ways to increase
the transfer of knowledge it gains from
its contracting activities to its own network
and better capture expected economies
of scale. Northpower will continue to
encourage retailer competition on its
network to ensure that end-use customers
receive the best possible choice and an
ongoing price competitive energy supply.

The ongoing business improvements and
restructure of the contracting business
this year put the Company in a good
position for the business to do well in
2003/04 and beyond. We have
established a reputation as high
performing contractors with electricity
network and retail companies, which is
providing growth for our Whangarei,
Auckland and Tauranga divisions. Our
key focus is to ensure we continuously
improve our performance standards and
provide for future resource requirements
by taking every opportunity to develop
an outstanding workforce to meet our
future needs.

Warren Moyes
Chairman
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Chief Executive’s Report

Economic
The Company achieved its best ever operational

financial performance, due to excellent results
10.0

from both the Network and Contracting Return on Investment
businesses. The net contribution before the o0
effect of the line charge holiday and tax, 8.0
increased by 59% on last years result. Total 7.0
revenue grew by 14% to $65.3M. The 6.0
Contracting business provided 51% of % 5o
Northpower’s total revenue. 4
4.0
Northpower Contracting has operating divisions 3.0
in Whangarei, Auckland, and Tauranga. 20 :'_ ﬁg:’oan';

Contracting revenue increased from $27.5M
(2001/02) to $33.4M (2002/03). This s in

0.0
addition to $5.8M of work carried out for 1997 1998 1999 2000 2001 2002 Year 2003

Northpower’s own network.

Adjustment for line
charge holiday

1.0

Our focus has been on improving the

performance of the business through better risk
i i 8.0 cents/kW/hour DISTRIBUTION & TRANSMISSION REVENUE
management, project management, reporting, ) o o
7.0 Source: PricewaterhouseCoopers-Electricty Line and Gas Pipeline Business 2002,
proceSS monitoring, and aUdit functions. RObUSt Information Disclosure Compendium (January 2003) Transmission
6.0 Distribution
processes have been, and continue to be, 5o
developed to ensure we consistently deliver "0
reliable results to our customers. The result of .
our concentration on improving the business -
has been a big lift in financial performance, as
1.0
well as securing an extended performance-based 00
maintenance contract in Auckland with New e e o et mmw g g mECOMPRY e e .
. ““’Ct’g’wq’w‘::ffw*_é"':co":sé":?:,g"‘“q’gw
Zealand’s largest lines company, VECTOR. Ss8¢eg382588855E2§52c55¢2885258238¢%3
EEE S8 e0 " 2588882835885 288s¢2¢2
239%8£Lgs 2235:cuzcugiugossEgzy
. g £ 5792 gFgzgz fzEgcifs:ogc
The growth of our new Tauranga division has 2 - [} g S5:525 8525 & 2392 2
<= o = a o
. = o R} @) K3} 2§ 2
been well ahead of expectations and enabled £ w o Fsgf
. . = 8
a further depot to be established in Rotorua. g
Another Contracting division is planned for
Auckland’s North Shore to cope with the strong Equivalent Line Charge c/kWh(inflation adjusted to Aug 02)

. source: Ministry of Economic Development-Electricity Information Disclosure Statistics 2002 (April 03)
demand for our services there.

8.0
The Company’s priority is to constantly maintain 7.0
very high standards of safety and service delivery. 6.0
This means our business improvement and
c 50
employee development have to lead our growth, 2
X
rather than be overcome by the growth. G 40
3.0
4 . Key
Northpower’s distribution charges have not 20 = Medium Commercial
increased since 1997 and our average charge 4 Medium Domestic
is the lowest in New Zealand. Northpower’s 1.0

0.0 Year April 1998 April 1999 Aug 2000 Nov 2001 Aug 2002
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average domestic line charge is below
the New Zealand average and those of
our neighbouring line companies. These
charges have reduced in real terms since
1998.

The Company reviewed electricity usage
information and used this to simplify its
previous 20+ pricing options into only
six pricing plans that suit 98% of electricity
consumers. This has simplified the process
for electricity retailers, and enables them
to offer logical choices to the majority of
their customers, while retaining the ability
to offer tailored solutions to the few
customers who need them.

A major Network cost driver is its peak
loading. This applies to both the
transmission network and the distribution
network. Northpower has used “ripple
control systems” for the last 50 years to
switch controllable load, such as water
heaters, from peak load times to non
peak load times, which has avoided the
need to invest in distribution, transmission
and even generation assets to supply that
load. The Company has committed $2M
to replace the older ripple systems on
Northpower’s network with the latest
technology, to ensure that the utilisation
of the network can continue to be
optimised.

With two new major substations
commissioned in the previous year,
Northpower’s main capital expenses this
year were to provide the network
extensions and reticulation to meet the
strong demand for new connections.
Capital work was also carried out to
improve the network reliability. This
included a major upgrade of the reclosers
on the network, an additional
interconnection from the Kaiwaka
substation, and replacing old conductors
on several 11kV feeders. Ongoing work
was also carried out to achieve our aim
of improving network reliability without
increased cost to consumers. This was
achieved through the extensive use of
live line techniques, more sophisticated
condition monitoring, targeted
preventative maintenance, replacement
of non-performing assets and improved
restoration times for outages.

Minutes

350

300

250

200

150

100

50

SAIDI
(average number of minutes per customer
that power is not available)

Year  96/97 97/98

One result of the process reviews is that
a new tree management process has been
implemented to reduce the risk of outages
caused by trees and to reduce the
ongoing cost of vegetation control.

Wet weather and several severe storms,
including the “weather bomb” during
June, affected the network and resulted
in our reliability target for unplanned
outages not being achieved. In November
a very unusual event occurred when the
new Mangawhai 33/11kV zone substation
was totally destroyed by fire (due to a
catastrophic fault in the tap changer of
the transformer). Northpower’s
contingency planning was put to the test
and proved its worth with a restricted
supply restored within 80 minutes, and
a temporary substation commissioned
within 12 days of the fire. A permanent
replacement substation will be
commissioned in mid 2003, restoring full
capacity to the region. In spite of the
above events, SAIDI (the average number
of minutes per customer that power is
not available) improved on the previous
year, and the long term trend shows
underlying improvement.

Social

Strong demand for Northpower’s services
has required the company to continue
to increase its work force to meet the
work growth. Thirty five additional
employees joined Northpower during the
year, bringing the total employees to
360. Northpower recognises its main
strength is its employees, and it is due to
the dedicated effort and hassle-free work
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98/99

99/00 00/01 01/02 02/03

ethic of staff that we been able to
successfully grow the business.

This year has seen increased competition,
both locally and internationally, for skilled
staff in the electricity industry. Northpower
has to continually improve its work
processes and maximise opportunities
for staff development in order to attract
and retain good employees.

The electricity industry has a critical
shortage of skilled labour. As Northpower
has continued to grow we have
recognised this limitation and have been
working to prepare our workforce to meet
this increasing demand.

To bolster numbers of skilled staff, a key
focus has been to develop new staff.
Northpower’s trainee programme now
has the maximum number of trainee line
mechanics that can safely be
accommodated in the work teams. This
includes 1 line mechanic trainee based
at Waiheke Island. The company
contracts a specialist trainer to support
Northpower in glove and barrier training,
which is essential to Northpower being
able to maintain extremely high safety
and quality standards as one of the
country’s largest employers of glove and
barrier line mechanics.

Northpower is also looking to maintain
its engineering skill base and our
engineering cadetship programme
currently has 3 cadets. The Northpower
cadets, who are studying towards a
diploma of engineering, rotate
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throughout Northpower and training
partner businesses in order to learn a
variety of disciplines.

Specialist cable jointing training is another
area Northpower has recognised as having
been neglected for some time in the
industry. This year Northpower established
a specialist training programme for cable
jointing based on the NZQA standards.

Positioning Northpower’s business for
sustainability and growth depends on
having sufficient qualified and trained staff
to meet demand. To achieve this requires
an ongoing commitment to training and
investment in people. Northpower is
expecting to spend 6% of its direct labour
costs on staff development in the next
financial year.

Northpower’s Human Resources
Compliance department continues to
support Divisional Managers in the
recruitment, training, development and
retention of staff. The department measures
and monitors compliance with health and
safety, and environmental and quality
standards. Improved processes are being
established and measured to ensure that
we increase productivity and reduce rework.
The compliance team perform regular
competency assessments on staff to identify
further training and upskilling requirements,
and thus improve our service quality.

Northpower demonstrates its commitment
to the wider community in many ways,
and in particular through sponsorship
programmes that help to save lives, build
businesses and foster a greater under-
standing of our natural environment.

Sponsorship ranges from the annual appeal
for the Northland Electricity Rescue
Helicopter, and support for the Native Bird
Recovery Centre, to programmes for
economic growth and emerging
businesses. Each of the sponsorship
opportunities in which Northpower is
involved, relates directly to an aspect of
the Company’s core business activity.
With over 550 rescue missions to its credit
in the last year, Northland’s Electricity
Rescue Helicopter has touched the lives

of a great number of people. Some of
the more high-profile rescues make
headlines in the media, most notably the
winch-rescue of injured seamen from ships
in often far from ideal conditions. Most
rescues however, are routine accident
victim recovery or inter-hospital transfer
missions, which rely on the experience
and ability of pilots and paramedics. Given
the rural isolation of much of Northland,
and the response times associated with
deploying rescue services, the rescue
helicopter performs a vital life-saving
function. As a principal sponsor,
Northpower supports the public appeal
that is launched each year, with a target
of $150,000 which was successfully
achieved to help fund helicopter
operations. Throughout the past year, a
better understanding of regional resources
and a more coordinated approach to
rescue operations between the Whangarei
based Northland Electricity rescue
helicopter and the Auckland based ARHT
helicopter has developed. This has been
a positive development at both operational
and management levels, and is proving a
benefit to both regions.

The Whangarei based Northpower Native
Bird Recovery Centre is a world leader
in the work of caring for injured native
birds and releasing them back into the
wild. Over the last year, the Centre
received over 1200 birds, including seven
kiwis and three other rare species, with
around 85% of these being ultimately
released. The Centre works closely with
Department of Conservation staff and has
in the past year been the subject of two
television documentaries and numerous
visits by schools, tourists and wildlife
groups. Plans to develop the Centre are
in hand and a building committee has
been formed to help get work started.

Each year Northpower supports a number
of Business Development programmes
aimed at encouraging local entrepreneurs
to succeed by developing sound business
practice. The schools-based Young
Entrepreneur Scheme is proving popular,
as is the ‘StartRight — Success in Business’
programme, aimed at small business
viability. Both have an excellent record of
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encouraging local entrepreneurs to put
sound business plans into action.

Community Education is important, and
keeping people safe as well as saving
power, is the aim of Northpower’s
Customer Advisory service. We believe
that safe practices at work begin with
creating safety awareness in young people,
and for this reason Northpower visits every
school in Northland with this message.
To date the service has visited 35 schools
with important safety reminders for
families, about the hazards of overhead
lines, as power lines near trees which
children can climb are particularly
dangerous. Manoeuvring tall items, like
ladders, pipes, yachts and farm machinery
near power lines is potentially fatal, so our
work is viewed as extremely important.
We often find discussions with young
people include topics as diverse as electrical
transmission, housing insulation, appliance
technology and careers. Insulation and
helping customers save power is also a
continuous process that we have been
involved with for a number of years. The
company via the customer advisory service
offers home visits to consumers, giving
free advice and quotes on energy saving
products for lighting, showers and hot
water cylinders. Apart from school visits
and trade displays, we frequently speak
to community groups and continue to be
available for consumer-related electricity
advice.

Colmar Brunton conducted customer
research during March 2003. The research
involved domestic surveys and commercial
surveys in regards to perceptions and
attitudes to Northpower and its services.
Overall satisfaction remains extremely high
—94% of residential customers are satisfied,
while 96% of commercial customers are
satisfied. “Reliability” is the key deliverable
for customers in all aspects of the electricity
industry and continues to be the most
important attribute for customers,
particularly commercial customers. As a
key KPI, Northpower performs well on this
attribute, with almost all customers (97%
residential and 91% commercial) rating
Northpower at least 7 out of 10 in terms
of reliability.



Environmental

The environmental impact of our
operations and procedures is an important
consideration for Northpower. The
Company has established environmental
management systems in accordance with
the requirements of ISO 14001. In line
with increasing concerns by stakeholders
over environmental sustainability, we are
increasing our reporting on our influence
on the environment.

The Wairua Power Station operates in a
way to preserve the eco-system of the

waters, and ensure that the operation does
not contribute to local flooding or erosion.

Our new Vegetation Management Policy
is aimed at maintaining Northland’s
beautiful green landscape by ensuring “the
right tree in the right place”.

We are committed to eliminating risk to

people, property and electricity supplies

by:-

a Educating tree owners and the public.

a Removal and/or replacement of
inappropriate species.

a Judicious pruning of trees of interest,
e.g. heritage trees.

Our qualified arborists will assist the tree
owner to make a well informed decision

on the future of any tree growing close to
power lines.

Material Management is handled in the
following manner:-

a Wood poles and crossarms are reclaimed.

a Conductors are sold for recycling.

a Significant amounts of oil are
reconditioned by specialised contractors,
and reused.

a SF6 is now considered very harmful to
the environment. Normal operation of
SF6 equipment does not release any of
the gas. The risk of large volumes of gas
being released is low due to the fact
that we have small amounts of gas in
many items of equipment, and gas
pressure is alarmed and monitored. The
total quantity of SF6 gas contained in
HV equipment is 93 kg, with a further
90 kg in storage bottles.

a In our contracting operations, we
manage and maintain assets in
accordance with our clients’
requirements. This includes managing
environmental hazards and waste
disposal in accordance with local
authority requirements.

Consumption of Resources - CO>

Fuel Used Quantities
Litres of petrol
(Contracting and Network) 128,139
Litres of diesel
(Contracting and Network) 592,884
Backup generation (Mangawhai) 25,147
Electricity Used / Production (kwWh)
* Line losses 27,886,012
* Internal electricity consumption 1,127,000
* Generation (credit) 20,615,180

* Based on average CO> emissions
per kWh of electricity generated in New Zealand

CO; Equivalent
295t

1,552t
66t

4,163t
168t

-3,078t

3,166t

Northpower will continue to focus on our
effects on ecosystems and demonstrate
our commitment to environmental
sustainability. We are progressively
updating our systems in order to better
record these effects. Over the next 12
months we will be monitoring insulation
and cable oil as well as SF6.

Mark Gatland
Chief Executive
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Board of Directors Report

The Board of Directors are appointed by the Northpower Electric Power Trust to supervise the management of the

Company. The Board establishes the Company’s objectives, overall policy framework and monitors management

performance.

Warren Moyes Bob Steed

Chairman

PRINCIPAL ACTIVITIES

The group’s principal activities are the
transmission of electricity and electrical
contracting.

The subsidiary, Metro Power Limited,
operates a dairy farm near Dargaville.
This land is set aside for windpower
development.

RESULTS

The group recorded an after tax profit of
$9.4m for the period, as set out in the
Statement of Financial Performance.

DIVIDEND
The Directors recommended a dividend
of $3,264,000.

INSURANCE OF DIRECTORS

The Company has insured all its Directors
against liabilities to other parties, that may
arise from their positions as Directors.

SHARE DEALINGS

No Director acquired or disposed of any
interest in shares in the Company during
the year.

Nikki Davies-Colley

USE OF COMPANY INFORMATION
The Board received no notices during the
year from Directors requesting use of
Company information received in their
capacity as Directors, which would not
otherwise have been available to them.

DIRECTORS’ INTEREST

The following Directors have made general
disclosures of interest pursuant to Section
140 of the Companies Act 1993, that the
named Directors are to be regarded as
having an interest in any contract that
may be made with the entities listed below
by virtue of their directorship of those
organisations.

W W Moyes:
Board Member - Deer Industry,
New Zealand
Chairman - Electricity Network Association
N P Davies-Colley:
Director - The Tree People Ltd
R L Steed:
Far North Area Delegate - Meat NZ
Director — Auckland Romney
Development Group
D Ballard:
Shareholder - New Zealand Bloom
(NZ) Ltd
Shareholder - New Zealand Bloom
(California) Ltd
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John Ward

David Ballard

DIRECTORS’ REMUNERATION
Directors’ remuneration paid during the

period was:-

D Ballard $27,500
NP Davies-Colley $27,500
R L Steed $27,500
JJ Ward $27,500
W W Moyes $57,200
Total $167,200

REMUNERATION OF EMPLOYEES

Bands: No. of
Employees:
$100,000-$109,999 2
$110,000-$119,999 1
$120,000-$129,999 1
$180,000-$189,999 1

CHANGES IN DIRECTORS

In accordance with the Company’s
Constitution, Messrs ] Ward and W Moyes
will retire and offer themselves for re-
election.

For and on behalf of the Board.

W W MOYES,
CHAIRMAN.



Corporate Governance Statement

The Board of Directors of the Company
is appointed by the Northpower Electric
Power Trust, as representatives of the
shareholders, to supervise the
management of the Company and its
subsidiary company Metro Power. The
Board establishes the Group's objectives,
strategies, overall policy framework and
monitors Management's performance.
The Board delegates day-to-day
management of the Group to the Chief
Executive.

CODE OF CONDUCT

The Board endorses the principles set out
in the Code of Conduct for Directors
approved and adopted by the Institute
of Directors in New Zealand (Inc.)

BOARD OPERATIONS

AND MEMBERSHIP

The Board comprises five directors; a non-
executive Chairman and four non-
executive directors. Board Members have
an appropriate range of proficiencies,
experience and skills to ensure that all
governance responsibilities are completed
to ensure the best possible management
of resources. All of the Board Members
are members of the Institute of Directors
in New Zealand (Inc.).

The Board meets monthly and has
additional meetings as required to address
specific issues.

The primary responsibilities of the Board

include:-

a Ensuring preparation of the annual and
half-year financial statements.

a The establishment of the long term
goals of the Company and strategic
plans to achieve those goals.

a The review and adoption of annual
budgets for the financial performance
of the Company, and monitoring results
on a monthly basis.

a Managing risk by ensuring that the
Company has implemented adequate
systems of internal controls, together
with appropriate monitoring of
compliance activities.

a Working with management to create
shareholder value.

BOARD COMMITTEES

The Board established an Audit Committee
comprising all the non-executive directors.
The Audit Committee is responsible for
overseeing the financial accounting and
audit activities of the Group, including
reviewing the adequacy and effectiveness
of internal controls, meeting with and
reviewing the performance of the external
auditors, reviewing the consolidated
financial statements and making
recommendations on financial and
accounting policies. The Committee met
four times during the year.

STATEMENT OF CORPORATE INTENT
In accordance with Section 39 of the
Energy Companies Act 1992, the Board
submits to the Northpower Electric Power
Trust a draft Statement of Corporate
Intent (SCI) for the coming financial year.
The SCI sets out the Company's overall
objectives, intentions and financial
performance targets.

RISK MANAGEMENT

The Board has overall responsibility for
the Group's internal control systems. The
Board has established policies and
procedures that are designed to provide
effective internal control. Annual budgets
and longer-term strategic plans are
prepared and agreed by the Board.
Financial statements and operational
reports are prepared on a monthly basis
and reviewed by the Board throughout
the year to monitor performance against
budget targets and objectives.

In addition, the Board reviews ways of
enhancing existing risk management
strategies, including the segregation of
duties, the employment of suitably
qualified and experienced staff, and the
implementation, where considered
necessary and effective, of recommend-
ations made by the external auditors.
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Trends

Financial Performance

Operating revenue

Operating Surplus before income tax

Income tax

Surplus from non-operating activities

Net surplus

Total recognised revenue and expenses
Distributions to owners

Total recognised revenues and expenses retained

Financial Position

Total current assets

Total non-current assets
Total assets

Total current liabilities
Total non-current liabilities
Total liabilities

Paid in capital

Other equity

Total equity

2003 2002 2001 2000 1999
$'000 $'000 $'000 $'000 $'000
65,271 57,304 55,612 42,709 60,351
13,148 6,992 9,869 7,787 4,172
-3,757 -2,296 -3,190 756 -1,483

0 0 0 0 13,159

$9,391 $4,696 $6,679 $8,543 15,848
9,618 4,696 14,967 77,287 15,848
-3,264 -1,608 -3,000 -5,000 -21,520
$6,354 $3,088 $11,967 $72,287 -$5,672
19,474 13,640 11,709 12,421 18,682
141,104 141,635 140,407 128,406 57,590
$160,578 $155,275 $152,116 $140,827 $76,272
9,194 10,270 10,341 10,967 16,217
1,048 1,023 881 933 3,415
$10,242 $11,293 $11,222 $11,900 $19,632
35,989 35,989 35,989 19,350 19,350
114,347 107,993 104,905 109,577 37,290
$150,336 $143,982 $140,894 $128,927 $56,640
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Financials
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\Audit New Zealand

REPORT OF THE AUDITOR-GENERAL
For the year ended 31 March 2003.

TO THE READERS OF THE FINANCIAL STATEMENTS OF NORTHPOWER LIMITED AND GROUP

We have audited the financial statements and performance information on pages 18 to 26. The financial statements provide
information about the past financial performance of Northpower Limited and group and its financial position as at 31 March 2003.
The performance information specifies the performance targets and other measures by which the performance of Northpower Limited
and group can be judged in relation to its objectives. This information is stated in accordance with the accounting policies set out
on pages 21 to 22.

Responsibilities of the Board of Directors

The Energy Companies Act 1992 and the Financial Reporting Act 1993 require the Board of Directors (the Board) to prepare financial
statements in accordance with generally accepted accounting practice in New Zealand that give a true and fair view of the financial
position of Northpower Limited and group as at 31 March 2003 and the results of its operations and cash flows for the year ended
on that date. The Energy Companies Act 1992 also requires the Board to report the performance targets and other measures by
which the performance of Northpower Limited and group can be judged in relation to its objectives.

Auditor’s Responsibilities

Section 15 of the Public Audit Act 2001 and Section 45 (1) of the Energy Companies Act 1992 require the Auditor-General to audit
the financial statements and the performance information presented by the Board. It is the responsibility of the Auditor-General to
express an independent opinion on the financial statements and the performance information and report that opinion to you.

The Auditor-General has appointed Karen MacKenzie, of Audit New Zealand, to undertake the audit.

Basis of Opinion
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements and
performance information. It also includes assessing:-

s the significant estimates and judgements made by the Board in the preparation of the financial statements and performance
information; and

s whether the accounting policies are appropriate to Northpower Limited and group’s circumstances, consistently applied and
adequately disclosed.

We conducted our audit in accordance with the Auditing Standards published by the Auditor-General, which incorporate the Auditing
Standards issued by the Institute of Chartered Accountants of New Zealand. We planned and performed our audit so as to obtain

all the information and explanations which we considered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the financial statements and performance information are free from material misstatements, whether caused by fraud
or error. In forming our opinion, we also evaluated the overall adequacy of the presentation of information in the financial statements.

We have performed two other assignments for Northpower Limited, involving the issuing of audit certificates pursuant to the Electricity
(Information Disclosure) Regulations 1999 and performing an assurance review over the calculation of employee entitlements. Other
than these assignments, and in our capacity as auditor acting on behalf of the Auditor-General, we have no other relationship with
or interests in Northpower Limited or its subsidiary.

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

In our opinion:-
s proper accounting records have been kept by Northpower Limited and group as far as appears from our examination of those
records;
s the financial statements of Northpower Limited and group on pages 18 to 26:
s comply with generally accepted accounting practice in New Zealand; and
S give a true and fair view of:-
s Northpower Limited and group's financial position as at 31 March 2003; and
s the results of its operations and cash flows for the year ended on that date; and
s the performance information of Northpower Limited and group on page 26 gives a true and fair view of the achievements in
relation to the performance targets and other measures adopted for the year ended 31 March 2003.

Our audit was completed on 27 June 2003 and our unqualified opinion is expressed as at that date.

Karen MacKenzie

Audit New Zealand

On behalf of the Auditor-General
Whangarei, New Zealand
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2003 Financial Statements

Directors Responsibility Statement

The Directors are responsible for preparing the financial statements and ensuring that they comply with New Zealand generally
accepted accounting practice and give a true and fair view of the financial position of the Company and the Subsidiary as at 31 March
2003 and the results of their operations and cash flows for the year ended on that date.

The Directors consider that the financial statements of the Company and the Subsidiary have been prepared using appropriate
accounting policies which have been consistently applied and supported by reasonable judgements and estimates and that all relevant
financial reporting and accounting standards have been followed.

The Directors believe that proper accounting records have been kept which enable , with reasonable accuracy, the determination of
the financial position of the Company and the Group and facilitate compliance of the financial statements with the Financial Reporting
Act 1993.

The Directors consider that they have taken adequate steps to safeguard the assets of the Company and the Subsidiary, and to prevent
and detect fraud and other irregularities. Internal control procedures are also considered to be sufficient to provide a reasonable

assurance as to the integrity and reliability of the financial statements.

The Directors are pleased to present the financial statements of Northpower Limited and its Subsidiary for the year ended
31 March 2003.

For and on behalf of the Board of Directors:

Warren Moyes John Ward
Chairman Director
26 June 2003 26 June 2003
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Statement of Financial Performance
For The Year Ended 31 March 2003

GROUP PARENT
Notes This Year Last Year This Year Last Year
$000's $000's $000's $000's
Operating Revenue 1 $65,271 $57,304 $65,088 $56,965
Net Surplus Before Taxation 2 13,148 6,992 13,051 6,780
Taxation Expense 4 (3,757) (2,296) (3,725) (2,227)
Net Surplus After Taxation $9,391 $4,696 $9,326 $4,553
Statement of Movements in Equity
For The Year Ended 31 March 2003
GROUP PARENT
This Year Last Year This Year Last Year
$000's $000's $000's $000's
Opening Equity 143,982 140,894 143,297 140,352
Revaluation of Assets 8 227 - 227 -
Net Surplus after Taxation 9,391 4,696 9,326 4,553
Total Recognised Revenues
and Expenses for the Year 9,618 4,696 9,553 4,553
Dividends (3,264) (1,608) (3,264) (1,608)
Closing Equity $150,336 $143,982 $149,586 $143,297

This statement is to be read in conjunction with the notes on Pages 23 to 26 and the Accounting Policies on Pages 21 to 22.
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Statement Of Financial Position

As at 31 March 2003

Equity

Share Capital

Asset Revaluation Reserve
Retained Earnings

Total Equity

Non Current Liabilities
Employee Entitlements

Deferred Taxation

Total Non Current Liabilities

Current Liabilities

Bank Overdraft

Sundry Creditors

Provision for Dividend

GST Owed

Finance Lease

Employee Entitlements

Total Non Current Liabilities

Non Current Assets

Term Receivables

Investments

Investments in Subsidiaries
Fixed Assets

Total Non Current Liabilities

Current Assets

Cash and Bank

Short Term Deposits
Accounts Receivable
Inventory

Tax Refund Due
Property for Sale

Total Current Assets

GROUP PARENT
Notes This Year Last Year This Year Last Year
$000's $000's $000's $000's
7 35,989 35,989 35,989 35,989
82,288 82,061 82,288 82,061
9 32,059 25,932 31,309 25,247
$150,336 $143,982 $149,586 $143,297
1,042 1,011 1,042 1,011
4 6 12 = ,
$1,048 $1,023 $1,042 $1,011
12 20 291 20 291
4,333 7,172 4,316 7,151
3,264 1,608 3,264 1,608
113 65 113 62
- 19 - 19
1,464 1,115 1,464 1,115
$9,194 $10,270 $9,177 $10,246
$160,578 $155,275 $159,805 $154,554
225 571 225 571
18 249 215 - -
10 - - 1,066 1,109
6 140,630 140,849 139,092 139,284
$141,104 $141,635 $140,383 $140,964
12 21 20 1 -
6,313 1,704 6,313 1,704
9,621 9,382 9,603 9,359
2,630 2,008 2,630 2,008
504 526 490 519
385 - 385 -
$19,474 $13,640 $19,422 $13,590
$160,578 $155,275 $159,805 $154,554

This statement is to be read in conjunction with the notes on pages 23 to 26 and the Accounting Policies on Pages 21 to 22.
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Statement of Cash Flows
For the Year Ended 31 March 2003

Notes

Cash Flows From Operating Activities -
Cash was provided from:
Receipts from Customers
Interest Received

Cash was distributed to:
Payments to Suppliers
Payments to Employees
Interest Paid
Income Tax Paid
Net Cash Inflow from Operating Activities 11

Cash Flows from Investing Activities -
Cash was provided from:
Proceeds from Sale of Fixed Assets
Term Receivable
Repayment by Subsidiary
Short Term Deposits Matured

Cash was applied to:
Payment to Subsidiary
Purchase of Fixed Assets
Short Term Deposit
Net Cash Outflow from Investing Activities

Cash Flows from Financing Activities -

Cash was applied to:
Dividends
Net Cash Outflow from Financing Activities

Net Increase/(Decrease) in Cash Held
Add Opening Cash Brought Forward
Ending Cash Carried Forward 12

GROUP PARENT

This Year Last Year This Year Last Year

$000's $000's $000's $000's

64,120 57,216 63,852 56,873

279 100 279 100
(28,272) (23,009) (28,132) (22,897)
(20,032) (18,969) (20,032) (18,969)
@) (28) @) (28)
(3,742) (2,442) (3,696) (2,377)

$12,346 $12,868 $12,264 $12,702

229 226 222 224

346 200 346 200

- - 43 142
(6,398) (7,706) (6,386) (7,869)
(4,643) (1,704) (4,609) (1,704)
($10,466) ($8,984) ($10,384) ($8,827)
(1,608) (3,000) (1,608) (3,000)
($1,608) ($3,000) ($1,608) ($3,000)

272 884 272 875
(271) (1,155) (291) (1,166)
$1 ($271) ($19) ($291)

This statement is to be read in conjunction with the notes on pages 23 to 26 and the Accounting Policies on Pages 21 to 22.
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Statement of Accounting Policies
For The Year Ended 31 March 2003

Reporting Entity

Northpower Ltd is a company formed under the Energy Companies Act 1992 and registered under the Companies Act 1993. The

group consists of Northpower Limited and its subsidiary Metro Power Limited.

The financial statements have been prepared in accordance with the Financial Reporting Act 1993 and Section 44 of the Energy
Companies Act 1992.

Measurement Base

The general accounting policies recognised as appropriate for the measurement and reporting of results, cashflows and financial

position under the historical cost method, as modified by the revaluation of land, buildings and the distribution system assets, have

been followed in the preparation of these financial statements.

Particular Accounting Policies

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

0]

(it)

(iii)

(iv)

V)

Basis of Consolidation - Purchase Method

The consolidated financial statements include the holding company and its subsidiary, accounted for using the purchase
method. All significant intercompany transactions are eliminated on consolidation. In the parent company's financial
statements, investments in the subsidiary are stated at cost.

Sales

Sales shown in the Statement of Financial Performance comprise the amounts received and receivable by the Company for
goods and services supplied to customers in the ordinary course of business. Sales are stated exclusive of Goods and Services
Tax collected from customers.

Investments
Investments are stated at cost.

Properties Intended For Sale
Properties intended for sale are classified as current assets if sale is expected within 1 year. Such properties are shown at
carrying value unless this exceeds net realisable value.

Cost of Fixed Assets
All fixed assets are initially recorded at cost.

The cost of purchased fixed assets is the value of the consideration given to acquire the assets and the value of other directly
attributable costs which have been incurred in bringing the assets to the location and condition necessary for their intended service.

The cost of assets constructed by the Company includes the cost of all materials used in construction, direct labour on the
project and an appropriate proportion of production overhead. Costs cease to be capitalised as soon as the asset is ready
for productive use.

Land and buildings have been revalued to fair value based on a valuation conducted by Telfer Young (Northland) Ltd,
Registered Valuers of Whangarei, as at 31 March 2003.

Distribution system assets have been revalued to Depreciated Replacement Cost (DRC) as at 31 March 2001, based on a
valuation conducted by PriceWaterhouseCoopers, Registered Valuers, as at 31 March 2001.

Land and buildings, and distribution system assets, are revalued by independent registered valuers on a five-yearly basis.
Valuations will be undertaken more regularly if necessary to ensure no individual item of property, plant and equipment
within a class is included at a valuation that is not materially different from its fair value.

Additions between revaluations are recorded at cost.
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(vi) Depreciation
Depreciation is charged on a straight line basis so as to write off the cost or valuation of the fixed assets to their estimated
residual value over their expected economic lives. The estimated economic lives are as follows:-
Distribution system:

Lines/transformers/substations 45-70 years
Distribution switchgear 35-55 years
Meters/communication/SCADA 5-15 years
Buildings - structural 50 years
— electrical and mechanical 20 years
— other 10 years
Motor vehicles 5-10 years
Plant and equipment 3-20 years

(vii)  Inventories
Stocks and work-in-progress are stated at the lower of cost and net realisable value.

The cost of stocks is principally determined on a weighted average basis.

The cost of work-in-progress includes materials, and a portion of direct labour and production overhead appropriate to the
stage of completion attained.

(viii) Debtors
Debtors are stated at estimated realisable value after providing against debts where collection is doubtful.

(ix)  Taxation
The taxation charge against the profit for the year is the estimated liability in respect of that profit after allowance for
permanent differences and timing differences not expected to reverse in future periods. This is the partial basis for the
calculation of deferred taxation.

The Company follows the liability method of accounting for deferred taxation.

Future taxation benefits attributable to losses carried forward, or timing differences, are recognised in the financial statements
only where there is virtual certainty of realisation.

) Research and Development Costs
Research and development costs are normally expensed in the period incurred except that development costs are deferred
where future benefits are expected to exceed these costs. Deferred development costs are amortised over future periods
on a basis related to expected future revenue.

(xi)  Financial Instruments
Northpower and its subsidiary are party to financial instrument arrangements as part of everyday operations. These instruments
include bank accounts, accounts receivable, creditors, and short term deposits. Revenues and expenses in relation to all
financial instruments are recognised in the Statement of Financial Performance. All financial instruments are recognised in
the Statement of Financial Position.

Northpower has limited its exposure to credit risk in respect of its investments by only investing in institutions with a high
credit rating, and limiting the amount that can be invested in any one institution. Northpower believes this policy reduces
the risk of any loss which could arise from its investing activities.

(xii)  GST
These Financial Statements are prepared on a GST exclusive basis, with the exception of accounts receivable and accounts
payable, which are GST inclusive.

(xiii) Employee Entitlements
Provision is made in respect of the group’s liability for annual leave, long service leave and retirement gratuities. Annual
leave has been calculated on an actual entitlement basis at current rates of pay, while the other provisions have been calculated
on an actuarial basis at current rates of pay.

Changes in Accounting Policies:
There have been no changes in accounting policies. The policies have been applied on a basis consistent with previous years.
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Notes to and Forming Part of the Financial Statements

For the Year Ended 31 March 2003

1. Operating Revenue
Line Charges
Line Contributions
Contracting Work
Interest Received
Sundry Income etc.
Income from Farming

2. Net Surplus Before Tax
After Charging/(Crediting)
Bad Debts Written Off
Change in Bad Debts Provision
Depreciation - Distribution System
- Buildings
- Plant and Equipment
- Motor Vehicles
Directors’ Fees
Interest
Rental and Operating Lease Costs
Research and Development
Donations
Loss/(Gains) on Sale of Assets
Amortisation of Goodwill

3.  Auditors Remuneration
Auditing Financial Statements
Other Services

4.  Taxation:
Profit before Taxation

Prima Facie Taxation @ 33%
Plus/(Less) Tax Effect of:
Permanent Differences
Timing differences not recognised
Prior Period Adjustment
Deferred Tax Adjustment

The Taxation Charge is Represented by:
Current Taxation
Deferred Taxation

A deferred tax liability of $12,548,000
(2002: $11,239,000) has not been recognised.

Movements in Provision for Deferred Taxation:
Opening Balance
Prior Period Adjustment
Current Movement in Timing Differences

GROUP PARENT

This Year Last Year This Year Last Year
$000's $000's $000's $000's
29,507 28,432 29,507 28,432
1,787 796 1,787 796
33,413 27,554 33,413 27,554
279 100 279 100

22 83 22 83

263 339 - -
$65,271 $57,304 $65,008 $56,965
173 83 173 83
- (180) - (180)
4,032 3,819 4,032 3,819
154 156 149 151
917 909 912 904
1,105 1,171 1,105 1,171
167 163 167 163

7 47 7 47

269 350 269 350

77 471 77 471
96 7 78 ()

25 25 24 24

3 5 3 5
13,148 6,992 13,051 6,780
4,339 2,307 4,307 2,237
672 955 672 955
(764) (1,093) (764) (1,093)
(490) 127 (490) 128
$3,757 $2,296 $3,725 $2,227
3,763 2,296 3,725 2,227
(6) = = =
$3,757 $2,296 $3,757 $2,227
(12) (12) - )

6 - - -

($6) ($12) $0 $0

Northpower Limited: Annual Report 2003  [23]



Notes to and Forming Part of the Financial Statements conTinuep

For the Year Ended 31 March 2003

Imputation Credit Account:
Opening Balance

Imputation Credits Attaching to
Dividends Paid in the Year

Income Tax Payments During Year
Imputation Credits Attaching to
Dividends Received in the Year
Other

6. Fixed Assets:
Distribution System - at Valuation
- at Cost
Less Accumulated Depreciation

Buildings - At Valuation
- At Cost

Less Accumulated Depreciation

Plant and Equipment - Cost
Less Accumulated Depreciation

Motor Vehicles - Cost
Less Accumulated Depreciation

Land - At Valuation
- At Cost

Total Fixed Assets

7. Share Capital:
Opening Balance
Total Issued and Paid Up Capital
Represented by 35,988,848 ordinary $1 shares.

8. Asset Revaluation Reserve
Distribution System - Opening Balance
- Revaluation
- Closing Balance

Buildings - Opening Balance
- Revaluation
- Closing Balance

Land - Opening Balance
- Revaluation
- Closing Balance
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GROUP PARENT
This Year Last Year This Year Last Year
$000's $000's $000's $000's
7,591 6,619 7,308 6,399
(792) (1,477) (792) (1,477)
3,742 2,443 3,696 2,377
131 6 155 9
$10,672 $7,591 $10,367 $7,308
111,216 111,216 111,216 111,216
21,083 16,678 21,083 16,678
(12,307) (8,287) (12,307) (8,287)
$119,992 $119,607 $119,992 $119,607
5,760 7,070 5,760 7,070
404 759 167 489
6,164 7,829 5,927 7,559
(51) (190) (15) (154)
$6,113 $7,639 $5,912 $7,405
8,756 7,799 8,695 7,749
(4,445) (3,586) (4,412) (3,558)
$4,311 $4,213 $4,283 $4,191
11,985 11,282 11,985 11,282
(5,617) (4,761) (5,617) (4,761)
$6,368 $6,521 $6,368 $6,521
2,537 1,560 2,537 1,560
1,309 1,309 - -
$3,846 $2,869 $2,537 $1,560
140,630 $140,849 $139,092 $139,284
35,989 35,989 35,989 35,989
$35,989 35,989 35,989 35,989
77,044 77,044 77,044 77,044
$77,044 77,044 $77,044 $77,044
4,411 4,411 4,411 4,411
(729) - (729) =
$3,682 $4,411 $3,682 $4,411
606 606 606 606
956 0 956 0
$1,562 $606 $1,562 $606




Notes to and Forming Part of the Financial Statements conTinuep
For the Year Ended 31 March 2003

10.

11.

12.

GROUP PARENT
This Year Last Year This Year Last Year
$000's $000's $000's $000's
Retained Earnings:
Opening Balance 25,932 22,844 25,247 22,302
Share Repurchase Adjustment = = = =
Net Surplus After Taxation 9,391 4,696 9,326 4,553
Transfer from Asset Revaluation S S S S
Total available for Appropriation 35,323 27,540 34,573 26,855
Dividends (3,264) (1,608) (3,264) (1,608)
Closing Balance $32,059 $25,932 $31,309 $25,247
Investment in Subsidiary:
Shares in Subsidiaries (Unlisted) - -
Advances to Subsidiaries 1,066 1,109
$1,066 $1,109
Subsidiaries Interest Held Balance Date Principal Activity
Metro Power Ltd 100% 31 March Dairy Farming
Reconciliation
with Cash Inflow from Operating Activities:
Net Surplus after Taxation 9,391 4,696 9,326 4,553
Add (Less) Non-Cash ltems:
Depreciation 6,208 6,055 6,198 6,045
Movements Deferred Tax (6) - - -
(Gain) Loss on Sale of Assets 96 - 78 -
Amortisation of Goodwill = 5 - -
Movements in Working Capital -
Increase (Decrease) in Creditors (2,504) 2,436 (2,501) 2,431
(Increase) Decrease in Taxation Refund 22 (128) 29
(Increase) Decrease in Accounts Receivable (239) (191) (244) (132)
(Increase) Decrease in Inventory (622) - (622) (195)
Net Cash Inflow from Operating Activities $12,346 $12,868 $12,264 $12,702
Cash Balances on the Statement of Financial Position
Bank overdraft (20) (291) (20) (291)
Bank Balance 20 19 - -
Cash 1 1 1 -
$1 ($271) ($19) ($291)

13,

Financial Instruments:

Financial instruments, which potentially subject the Company to credit risk principally
consist of cash and bank balances, short term deposits, accounts receivable and
investments in subsidiaries. Northpower Limited does not generally require collateral

from customers.

Northpower Limited places its cash and short term deposits with high credit quality
financial institutions (Al or better), and limits the amount of credit exposure to any
one institution in accordance with company policy.
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Notes to and Forming Part of the Financial Statements conTinuep
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18.
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GROUP
This Year Last Year
$000's $000's

Fair Values:
With the exception of shares in subsidiaries, the fair value of all financial instruments

is approximated by the carrying value recorded in the Statement of Financial Position.

The fair value of Northpower Limited investment in Metro Power Limited

(as approximated by the net assets of Metro Power Limited) is $773,000 (2002 $685,000).

Segment Information:
Northpower Limited operates in the electricity generation and distribution industry
within the Northland area, and undertakes contracting activities in the North Island.

Contingent Liabilities:
There are no contingent liabilities.

This Year Last Year
Commitments: $000's $000's
Capital commitments contracted
for at balance date 687 0

Commitments relate to asset purchases for distribution system.

Related Parties:

The Northpower Electric Power Trust is the sole shareholder. Dividends paid to the
shareholder are disclosed in the Statement of Movements in Equity. There were no
other transactions with the shareholder.

PARENT

This Year
$000's

This Year
$000's

687

During the year, Northpower Limited entered into the following transactions with subsidiaries:-

- Metro Power repaid $43,148(2002 $141,982) of the advance received from Northpower.

There were no transactions between Northpower Limited and any organisations in which the

Directors have a financial interest.

Investments:
The investments relate to Dairy Company shares.
Fair value of the Dairy Company shares is $550,591.

PERFORMANCE REPORT: 2002-3 Target
Net Profit After Tax 3.50%
Shareholders' Funds

Earnings Before Interest and Tax
Total Capital Employed 5.00%
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2002-3 Results

6.38%

8.33%

Last Year
$000's

Last Year
$000's
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“safe, reliable, hassle free service”

Northpower

Head Office
28 Mt Pleasant Rd, Raumanga
Private Bag 9018
Whangarei
New Zealand
Ph 09 430 1803
Fax 09 430 1804

www.northpower.com

North Shore Contracting
14 Forge Rd, Silverdale
Private Bag 103000
North Shore
New Zealand
Ph 09 426 1067
Fax 09 426 1068

Auckland Contracting
13 Polaris PI, East Tamaki
Private Bag 94416
Greenmount, Auckland
New Zealand
Ph 09 274 4545
Fax 09 274 4549

Tauranga Contracting
22B Portside Dr, Mt Maunganui
Private Bag 12502
Tauranga
New Zealand
Ph 07 575 8311
Fax 07 575 8312




