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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 2004.

For and on behalf of the Board of Directors.

Bob Steed
Director

Nikki Davies-Colley
Director
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Northpower Contracting is strongly expanding its position as the
leading supplier of electricity distribution, network maintenance and
construction services to lines companies, electricity retailers and
developers throughout the North Island.  This year we opened new
branches in Rotorua, and Auckland’s North Shore which, along with

the Tauranga branch, are all performing strongly.  We also greatly
expanded our base in East Tamaki from which we provide maintenance
and construction services to Vector.

Our Company thrives through meeting our service delivery
commitments, and being the leading supplier of those services.  To
do this, we invest heavily to increase our resources, skills and expertise.
We also know that the most successful contracting businesses have
extraordinary safety results.  We are therefore thrilled to report that
Northpower Contracting completed one million hours of work on
Vector’s network without a lost time injury.  Northpower’s Lost Time
Injury Frequency rate across the total business is a very creditable 2.4
accidents per millions hours worked.  We are committed to improving
this result.

The Network business performed ahead of financial targets due to
lower than expected maintenance and transmission costs.  The Wairua
Hydro Power Station performed extremely well, with net revenue
55% above target.
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Chief Executive’s & Chairman’s Report

We are pleased to report on an excellent result for this year.
Northpower’s Network business exceeded both its financial and
reliability performance targets. The very good value received by our
customers was confirmed by the Commerce Commission’s first
assessment under the Targeted Control Regime. Northpower was one
of only three lines companies to score the maximum points for both
productivity and low prices.  The Contracting business also had a very
successful year, achieving its Financial targets while growing 39% to
contribute 59% of Northpower’s total revenue.

right
Warren Moyes
Chairman

left
Mark Gatland
Chief Executive
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Northpower exceeded its financial targets and last year’s record
operating result with a net profit of $10.1m ($9.4m 2003).  Return
on investment fell slightly due to a considerable $16.5m capital
investment in the growth of the business, combined with a $25.7m
(15%) increase in the value of the network. A final dividend of $3.512m
will be paid to the Northpower Electric Power Trust.

Line Charge Holiday
In February 2004 Northpower gave all Network customers a two-
month line charge holiday in order to share the additional gains from
the Network business.  Customers connected to Northpower’s network
saved a total of $6m on their electricity charges over February/March
2004.  This included $600,000 of Loss Rental Rebates on transmission
charges.

Network Pricing
Northpower has an outstanding track record of not increasing its local
network prices since 1997 and millions of dollars have been returned
to customers through line charge holidays.  This year, in the first
assessment under the new price threshold regulations, Northpower
was one of only three line companies permitted by the Commerce
Commission to increase prices by a factor of CPI +1%, due to our
high productivity and low prices.  Under a regulated regime the
Company needs to ensure prices and returns do not fall below
commercially accepted rates and Northpower has increased its prices
for line services in the 2004/05 financial year. Despite this increase
we still have one of the lowest prices for electricity delivery in New
Zealand.

Network Reliability
Network Reliability was well ahead of the 2003 result and was
significantly better than our own targets and the quality thresholds
set by the Commerce Commission.  The weather has a considerable
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Distribution and Transmission Revenue 2003
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effect on the reliability of rural networks and we were fortunate to
miss the worst of the storms that caused a lot of damage further
south.  The long term trend shows our reliability is improving. The
Company has made good progress on developing maintenance processes
and systems to enable us to better predict network performance and
target outage preventing maintenance.  The systems are already
operational in some areas and are being rolled out across the rest of
the network over the next 2 years.

Industry Developments
The regulation of lines businesses achieved a milestone with the first
individual company assessments under the ‘Targeted Control Regime’.
Northpower measured up extremely well under the regime and the
main impact on us has been the need to divert significant resource to
attend to the compliance regime.  In the longer term there will be
increased pressure on lines companies to improve their efficiency and
achieve consistent performance. We are restructuring our Network
business to enable us to better meet these requirements. This also
enhances the opportunities for Northpower’s contracting business as

we continue to establish our record of providing reliable results for
our clients.

The establishment of the Electricity Commission during the year
heralded the return of the industry to central Government control.
This should bring a much needed coordinated approach to generation,
transmission, distribution, retailing and demand side management.
While there have already been discouraging signs of increased
bureaucracy causing added unnecessary disruption to consumers, we
expect the Commission will quickly realise the top priority is to get
more generation capacity rather than focus on the myriad of relatively
insignificant issues that appear to preoccupy the minds of many
Government officials.

We are disappointed that Government policy is still preventing the
development of much needed local generation. A huge amount of
time and effort has been wasted on regulating lines businesses when
they are clearly not the problem and are in fact the only sector of the
industry that has reduced prices and improved performance. The one
good thing is that, with the regulation in place, there is now absolutely
no reason for restricting network companies from generating and/or
retailing electricity. This restriction favours the Government’s own
generating companies and makes it more difficult for us to become
involved in local generation projects because we are restricted as to
how the output can be sold. Lifting these restrictions would also
increase electricity retail competition, and make existing retailers
improve their performance or lose customers.

There will be considerable investment in transmission and distribution
networks over the next 10 years in order to meet increased demand
and supply security requirements.  A major constraint is the shortage
of skilled people to carry out this work to the standards of quality and
safety required by the Network owners.

Equivalent Line Charge c/kWh(inflation adjusted to Aug 03)
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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.

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 sound guidance for the directors.  The
directors thank the trustees for the professional way they carry out
this role and for their wholehearted support of the Company.

The Future
Northpower is committed to the ongoing prosperity of Northland by
ensuring a safe, reliable, hassle-free, cost-effective electricity distribution
is provided now and for the future. We continue to do this by growing
a sustainable business based upon sound commercial principles that
provide increasing benefits to its Northland owners and network users.
It is expected the requirements of the regulator will continue to be
consistent with Northpower’s focus.  However, there is still scope to
improve our performance and we are looking at ways to increase the
transfer of knowledge we gain from our contracting activities to benefit
Northpower’s network. The Company is also looking at the possibility
of providing other network services such as broadband communications
to its Northland owners.

Northpower is in the final stages of assessing the viability of upgrading
the capacity of its Wairua Hydro Power station and expect to make
a decision on whether to proceed in the 2005 year.  Other sites for
small hydro stations are also being considered and the economics of
the wind site reviewed. It would enhance the prospect of these projects
proceeding if lines companies were permitted to retail electricity. We

are also working to convince the Government that the electricity
supply situation would be greatly improved if the restriction on lines
companies to generate and retail electricity was lifted.

Northpower’s Contracting business is prepared for continued growth
as several line companies, including Transpower, are expected to
upgrade their networks over the next five years. With an expanding
resource in excess of 460 employees, Northpower will contribute
strongly. Our key focus is to ensure we maintain high performance
standards while developing our capability to service our clients’ rapidly
increasing needs.
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Chairman

Mark Gatland
Chief Executive
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The environmental impact of our operations and procedures is an
important consideration for Northpower.  The Company has incorporated
environmental management into their Quality Management system.
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 Vegetation Management Policy implemented the previous year,
has put the Company in a good position regarding the recent “Tree
Regulations”.

We are committed to eliminating risk to people, property and electricity
supplies by:-

Educating tree owners and the public.
Removal and/or replacement of inappropriate species.
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:-

Wood poles and crossarms are reclaimed.
Conductors are sold for recycling.
Significant amounts of oil are reconditioned by specialised 
contractors, and reused.

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.
Northpower’s oil insulated cables use a benign synthetic oil. Oil
consumption is monitored and significant leaks repaired. The total
consumption for the year was 87 litres.

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 our
clients’ and local authority requirements.

Environmental Sustainability Report

Consumption of Resources – CO2

Litres of petrol 163,809 377  t
(Contracting and Network)
Litres of diesel 687,039 1,799  t
(Contracting and Network)

Line losses* 31,877,761 4,759  t
Internal electricity consumption* 1,122,700 168  t
Generation (credit)* 24,056,000 3,592  t
        3,511  t

Fuel Used Quantities CO2 Equivalent

Electricity Used / Production (kWh)

* Based on average CO2 emissions per kWh of electricity generated in New Zealand.
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Northpower continues to support the wider community by way of its
sponsorship policy.  In 2004, as in previous years, the Electricity Rescue
Helicopter and the Native Bird Recovery Centre have been a major
focus.  This year’s sponsorship included the Enterprise Education
Management Units in Schools , as part of Northpower’s commitment
to enterprise education.

The Management Units and associated Young Entrepreneur Programme
(YEP) and Young Enterprise Scheme (YES) have provided beneficial
outcomes for students and the advancement of enterprise education. In
Northland schools the YES programme has increased from 32 in 2003
to 55 this year. As well as the development of an enterprise culture in
schools, there have also been 6 new applications to form YEP companies
this year.

The work of the Native Bird Recovery Centre involves taking in all
injured native birds, from ‘sparrows to albatrosses’ and where possible,
nursing them back to health and releasing them back to the wild.  Nearly
60% of all birds brought into the Centre are successfully released. With
Northpower’s help, the Centre has developed an excellent facility and
has achieved a success rate of approximately 98% with hatching kiwi
eggs.  “In 2004, we successfully hatched four kiwi chicks, banded then
released 23 wood pigeons and instructed 6000 school children,” according
to the Centre Manager, Robert Webb.  The Centre has been able to
visit schools with Snoopy the kiwi, and has been able to offer another
kiwi to Auckland Zoo for display.  Word of the Centre has spread far.
Storms across the Tasman brought a rare sight to the Centre, in an
Australian Brown Booby.  About the size of a gannet, the bird was
initially in poor condition, but later successfully released.

The Electricity Rescue Helicopter is one of the most visible ways in
which Northpower supports the community.  The rescue service, which
covers the entire Northland region, is directly responsible for over 600
rescue missions each year.  Northpower has been a sponsor since 1988,
and is sensitive to the issues of isolation, access and safety which can
dominate rescue missions.

Each year Northpower commissions Colmar Brunton to independently
survey customers to obtain feedback on the Company and to determine
the level of satisfaction with the Company as a whole.  As in previous
years, the results for 2004 have been encouraging.  Satisfaction levels
for overall service ranged between 87% and 89% for residential and
commercial customers respectively, while reliability rated 92% for both.
 In the same poll, 98% of customers were aware of Northpower’s
sponsorship of the Electricity Rescue Helicopter and 94% felt that this
‘was appropriate’.  The Native Bird Recovery Centre rated 79% sponsorship
recognition and 75% appropriateness, while support for Enterprise
Education is relatively unrecognized at 47% but highly regarded as 80%
appropriate.

Community education is a key feature of Northpower’s school safety
programme, which this year saw Customer Advisor Jan Thomson visit
over 50 schools and speak to over 8000 students.  The “Electrical Safety”
campaign has been well received and is being extended to all 73 schools
in the Northpower region

Again this year, Northpower was in a position to directly distribute
to customers the benefits of running a successful operation, by way of
credits on accounts.  In total, the company distributed $6 million to
customers as a line charge holiday in 2004 with a further $2 million
being passed on directly to shareholders as an electricity account credit,
from the Northpower Electric Power Trust.  In context, the average
residential customer pays line charges of $570 per year and this year has
received a direct return amounting to $170 or 30%. Electricity regulationsN
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strictly control pricing on lines and, where Northpower has introduced
charge increases, these have been to keep in line with regulations.  Given
the regulated environment in which all lines companies operate,
Northpower continues to be among the most competitive in the country.

The issue of electricity generation is a matter close to Northpower’s
heart, despite the fact that as a lines company, it is prevented from
retailing generation.  Northpower has, one way or another, been gathering
data on alternative sources of electricity generation for many years.

Northpower owns and operates the 3 megawatt (MW) Wairua hydro-
electric power station near Titoki.  Built in the early part of last century
and upgraded in 1939, the Wairua Station is the subject of an upgrade
feasibility study, due to be delivered mid-2004.  The aim of the study
is to assess the generation potential, given technology advances since
the station was first built.  Alongside this work is a secondary study
taking a look further up the river at the Purua area.  Unlike the huge
hydro schemes of the South Island, these projects are expected to
produce peak output in winter due to the winter rainfall and subsequent
river flow – one of Northland’s natural advantages.

Looking ahead even further, the Kaihu area may once again come into
focus.  In the 1970’s a hydro scheme for the area was deemed not viable,
and this is likely to still be the case today.  However, there may be other
benefits such as improved flood control which could improve the viability
of a hydro scheme.

The wind farm at Redhill, near Dargaville, has been expanded with the
purchase of an adjacent property and installation of a new 60 metre
mast, equipped with newer wind monitoring technology is planned.
This reflects the increase in the size of today’s wind turbines.  Upgraded
analytical software takes information about wind (speed and characteristics)
and assesses potential electrical output.

Northpower maintains a focus on environmental sustainability and keeps
statistics on all its operations, including CO2 emissions, fuel and mileage
and recycling initiatives.  As an international comparison, Northpower
has achieved ISO9001 recertification for the next three years.

Monitoring Northpower’s network is a 24-hour a day, seven days a
week job for the team located in the Whangarei control room.  It’s a
job which gives a rare insight into the mechanics of modern living, as
measured by the patterns of demand for electrical energy.  From a control
room perspective, constant monitoring of the network means being
aware of activity and events and, when necessary, taking an active part
in fault tracking and handling.  Measuring how the network actually
operates is the first step in ensuring reliability – a key objective for all
of Northpower.

The control room team is often the first point of contact between
Northpower and their customers.  Some faults are detected and corrected
automatically with minimal interruption and, in many cases, customers
are completely unaware that an event has occurred.  However, when
customers are aware of faults and phone the faults service to report an
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event, they can talk to a registered electrician from Northpower’s  in-
house helpdesk.  Being able to talk to a ‘real person’, especially someone
with strong local knowledge, has major benefits.  It gives customers the
opportunity to explain the circumstances of a fault and gives the control
room valuable information about how a fault might be managed.  In
the case of a more serious event, the use of recorded ‘status’ messages
has been welcomed by both customers and controllers.

Northpower works hard every year to ensure the network is reliable and
statistics year-on-year since 1993 have shown an encouraging trend of
constant improvement.  SAIDI figures, the measure of how many
minutes customers are without power per year, show that an average of
5.5 minutes has been shaved off ‘network fault downtime’ each year.
On average, fault downtime currently amounts to less than one and a
half hours per customer per year – an enviable record, and one which
Northpower is constantly striving to improve upon.  Routine maintenance
and scheduled upgrading accounts for an additional half hour of downtime.

Keeping customers informed about scheduled maintenance on the
network is a major part of Northpower’s commitment to service.  At
times, this can lead to Northpower adopting an advocacy role on behalf
of customers, over network outages with Transpower.  In the past year
Northpower has lobbied for outages to be scheduled at times which
cause least disruption to local industry, for example dairying.  To ensure
critical services are maintained, Northpower has also undertaken to
deploy generators in key areas to help smooth these maintenance
downtimes.

In a move prompted by safety issues, Government guidelines regarding
tree management have finally been released, which puts responsibility
for ongoing tree maintenance more firmly onto tree owners.  Tree
operations cost Northpower around $1 million each year, so it is an area
of immense interest.  Northpower’s approach has been to always work

in partnership with property owners, providing information on hazards,
planting guidelines and maintenance or removal services
where required.

The Wairua Power Station is one of Northpower’s physical assets which
has stood the test of time.  Operational since before the end of World
War 1, the station contributes approximately 3% to Northpower’s total
electrical load.  The 2004 period saw the second largest contribution
ever, at just over 24 GW hours, enough to power 3000 homes for the
year. Whilst last winter’s steady rainfall in the Northland region helped,
fine tuning of the station’s modern computer controlled operation
ensures maximum generation from the available river flow. The total
network load is around 900 GW hrs.

N
et

w
or

k



(13)  Northpower:  Annual Report 2004

Northpower’s contracting sector reported strong growth last year,
both in revenue and profit, while meeting all budget requirements. They
have continued to work towards their aim, ‘to be the best network
contractor in New Zealand’.

Multi-million dollar overhead to underground conversion projects are
moving Northpower into a new scale of work. Gas contracting
opportunities have become an exciting new venture with potential, while
electrical contracting has remained strong and even accelerated due to
a buoyant building and property industry. To deal with demand, new
depots were opened in Rotorua and on Auckland’s North Shore, while
the East Tamaki operation moved to much larger premises.

The focus for the leaders of the contracting team is their people. With
the entire industry facing a shortage of skilled workers, Northpower’s
contracting division has developed the innovative concept of ‘trade
coaches’. This is a major initiative being trialled in the Auckland area,
where senior tradesmen are appointed to mentor the workforce and
manage on-the-job training. This training programme appears to be
increasing job satisfaction as well as enhancing quality, giving the
Company a distinct competitive advantage when recruiting employees.
The contracting team, while pleased with their success and anticipating
further strong growth in the year ahead, is nonetheless making a number
of contingency plans to deal with the rapidly changing market.  Such
plans should position the Company strongly for the future.

The most outward change to the Auckland division in the last twelve
months has been the move into new purpose-built facilities in East
Tamaki. This site is home to 230 people, including 140 field staff.

Vector has remained the major client for the Auckland division, generating
close to 80% of its $26million turnover. The 5-year contract with Vector
is being extended for another year on the basis of good performance.
The performance quality is reflected in the fact that the Auckland division
recently completed one million man-hours of work on contract to Vector,
without a single lost time injury.

The eight-month long overhead improvement project at Papatoetoe
was another success, completed on time and to budget. Northpower
has recently been named as the contractor for another major overhead
improvement project at Te Atatu.

The building industry has continued to generate work for the division,
reflecting the national trend. Proactive training has been successful in
attracting staff to the company, although the local recruitment market
is nearly exhausted, and plans are underway to begin recruiting offshore.
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The gas contracting team has had a very successful first year. The
assets and staff of two companies, Networx and Connectrics, were
purchased to give a total of 32 field staff.  Plant upgrades and upskilling
programmes were put in place in order to improve the quality of
workmanship.  This commitment to training and quality has been fully
supported by Vector’s compliance unit, and the division’s field performance
has moved from below average to now being one
of the best.

These changes have created extremely positive results. Northpower now
carries out 50% of Vector’s new gas connections across Auckland.

One of the most visible signs of Northpower field operations is the
work done by the Tree Operations teams.  Tree maintenance is an
important factor in ensuring reliable delivery across the network.  While
there are a number of legal regulations which relate to rights and
responsibilities for landowners and residents, Northpower policy has
always favoured common sense and safety.  So far, it’s an approach which
seems to work, to the satisfaction of all concerned.

Reliability of the network is the core function of the Whangarei Operations
team.  In the last quarter of 2004, a major project to upgrade the load
shedding capability will conclude.  The project involves replacing multiple
aging  11kV ripple control plants with newer technology, which allows

load shedding to be controlled from two 33kV plants.  The overall
benefit is improved reliability, more efficient load shedding and less
maintenance.

Throughout the year, customers with pre-pay meters had more direct
contact than usual with Northpower field staff, on behalf of energy
retailers.  An audit of meters was conducted, meters were reset due to
retail rate changes and the line charge holiday credit payments were
delivered in person.  From the energy retailers’ perspective, Northpower
helped them deliver excellent customer service.

In the greater Whangarei area, the strong interest in subdivisions
continued to create demand for reticulation and installation teams.
Bream Bay and Mangawhai in particular were busy.

Flood reconstruction in the Wanganui and Taihape regions
was just one of the special projects in which Northpower maintenance
teams were involved during the year.  In all, two teams from Northpower
Whangarei spent three weeks rebuilding household power supplies in
extreme circumstances.  Local Wanganui network owner, Powerco
specifically requested help in the form of teams able to work under great
pressure, on a rural network in sometimes difficult terrain.  The
Northpower staff involved acquitted themselves extremely well, learning
into the bargain some valuable lessons on rebuilding after this type of
natural disaster.

Arguably one of the most intellectually attractive projects to involve
Northpower this year has been the installation of the 33kV transmission
line for an energy recovery unit at the Redvale/Albany landfill site.
Simply put, as collected household waste breaks down, an amount of
heat and gas, principally methane, is created.  By installing a collecting
and filtering system using vacuum pumps and piping, gas can be forced
through a generator, with the result that electricity is created and returned
to the national grid.  Quite literally, energy recycling.  Each installation
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cell is approximately 50 metres in diameter and each generator will
produce up to one megawatt of electricity.  At its peak the site, which
covers over 200 hectares, is expected to contribute approximately 30
megawatts per hour of electricity.  Being principally a lines company,
Northpower is restricted from involvement in electricity generation but,
as this project shows, the Company maintains a keen interest in supporting
those searching for innovative ways to create energy.

The Tauranga base has now been in operation for three years. There
are 16 employees based at Mount Maunganui, and a further eight
employees are situated at the new Rotorua field office. The Rotorua
base was opened in April 2003. Since then, the team has had to move
into new premises, due to its growth. They have expanded  their team
to include a second glove and barrier crew.

The last twelve months have seen a huge amount of work generated
from subdivision development in the Tauranga region. Relationships
are being developed with major line companies, which include
Powerco,Unison, The Lines Company, Eastland Energy and Horizon.
The Rotorua division have secured some contracts for feeder defects for
Horizon, and this is likely to continue. They are currently in the process
of signing a preferred contractor agreement with Unison.

As for all our divisions, recruitment is still a major issue for the area as
skilled staff such as linesmen and cable jointers, are proving difficult to
source. Increased employee numbers would be a huge benefit to the
division, as there are a lot of opportunities for further work in the region.

The North Shore contracting division opened in June 2003, and now
has 16 fulltime employees. It was set up to capture customer-driven
work, primarily in the buoyant subdivision industry. This has been
extremely successful, with the division cornering approximately 80% of
the power installations in the subdivision market.

The division has established a good working relationship with Vector’s
Zone Maintenance Contractor (Siemens) for the North Shore, and
recently successfully completed their first significant project for them.
As a result the division secured an overall Line Switch Maintenance
Contract with Siemens which will continue into 2005.

The division was also awarded the electrical work for the Upper Harbour
Highway motorway extension project, valued at more than $200,000.
Two overhead to underground conversions have been completed at
Whangaparaoa, and Torbay for Vector. A further three are underway at
Castor Bay, Takapuna and Devonport.

North Shore has developed working relationships with major developers
in the area such as Universal Homes, Harrison & Grierson, and the Neil
Group.

The division has outgrown its current premises in just six months, and
plans are in hand to build new premises at Silverdale, with construction
to be completed in the third quarter of 2004. The North Shore division
is intent on becoming the leading contractor in the region through
consistently providing outstanding service.
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Bay of Plenty

Off To A Great Start
North Shore



The financial performance across all areas of Northpower has been
strong, and according to Finance Manager Bruno Petersen, “all going
as planned.”

Revenues are up due to expansion, costs are as predicted and SAIDI
figures for reliability, measured as the average number of minutes per
customer that power is not available, have been steady.

Northpower’s partnership with ACC continues to deliver a reduced levy
with direct cost savings, a particularly significant achievement given that
staff numbers have grown by 29% to 444 full-time and 18 part-time,
mostly field staff, in the last year.

The Contracting division has seen much of this growth and last year
expanded into a new business area, with gas installation.  Northpower
contractors have been trained to carry out this work, installing and
maintaining gas lines to consumers, principally in the Auckland region.

It all adds up to a strong performance.  In terms of revenue, the
Contracting division contributed approximately $47 million of
Northpower’s $79 million turnover to March 2004, while the Network
division turned in a very creditable performance of $32 million.  The
Return on Investment (ROI) for last year is at 6.08%, down from 6.38%
from the previous year, again very creditable given the expense involved
in expanding the service offering, opening two new depots, recruiting,
training and employing new staff and upgrading equipment and
infrastructure.

“Electricity can be a dangerous business,” according to HR Manager,
Jim Spehr.  While that is true of the whole industry, Northpower makes
a particular point of ensuring all staff receive training and are issued
with appropriate equipment, that new staff are supervised and hazards
identified.  The role model for this integrated approach to safe working
practices is US energy giant, Duke Energy, who first developed a seven-
step approach to safety, now used throughout Northpower.

It’s an approach with direct benefits.  Northpower has an excellent
reputation for workplace safety, skills development and strong project
management – qualities which have helped win contracts with other
energy clients in an expanding industry. Its Auckland staff have in April,
clocked over one million man-hours work completed without a lost
time injury.

Meeting this demand for more staff, however, has to be carefully
managed. New staff need training and one-to-one supervision, and
workplace practices must be consistent across the Company. Much of
the recent growth has been met from within the Company, through
upskilling current staff into new roles and through dedicated cadet and
apprenticeship schemes.  Currently Northpower has four Trainee
Engineers, one placed into a permanent role in Whangarei after only
one year and 12 trainee lines mechanics.  Staff development is a long-
term commitment. It takes two years for a lines mechanic to become
qualified and another 2 years before they are considered competent
enough to commence training in live line work. It takes even longer to
become a fully competent Cable Jointer capable of constructing and
maintaining Auckland’s main transmission cables at voltages up to
110,000 volts.
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Staff training and retention is a major focus for Northpower.
It is arguably the most significant factor in meeting the challenges of
rapid expansion in contracting activity over the last three years. By
expanding depot operations from Tauranga to Rotorua, and onto the
North Shore in Auckland, Northpower continues to position itself not
only as employer, but also as ‘contractor of choice’ for new work.



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 $10.1m for the period, as
set out in the Statement of Financial Performance.

Dividend
The Directors recommended a dividend of $3,512,000.

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.

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.
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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.

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 $10.1m for the period, as
set out in the Statement of Financial Performance.

Dividend
The Directors recommended a dividend of $3,512,000.

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.

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.

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
Chairman

Bob Steed

Nikki Davies-Colley John WardDavid Ballard
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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

Directors’ Remuneration
Directors’ remuneration paid during the period was:-

D J Ballard    $  29,375
N P Davies-Colley $  29,375
R L Steed $  29,375
J J Ward  $  29,375
W W Moyes $  60,800

                 $178,300

Remuneration of Employees
Bands:                             No. of Employees:

$100,000-$109,999 3
$130,000-$139,999         1
$220,000-$229,999 1

Changes in Directors
In accordance with the Company’s Constitution, Messrs R Steed and
D Ballard will retire and offer themselves for re-election.

For and on behalf of the Board.

W W Moyes,
Chairman.



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

Code of Conduct
As part of the Board's commitment to the highest standards of
behaviour and accountability, the Company adopts a code of conduct
to guide executives, management and employees in carrying out their
duties and responsibilities. The code covers such matters as:-

Responsibilities to shareholders;
Relations with customers and suppliers;
Employment practices; and
Responsibilities to the community.

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.

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

The primary responsibilities of the Board include:-

Ensuring preparation of the annual and half-year financial 
statements;
The establishment of the long term goals of the Company 
and strategic plans to achieve those goals;
The review and adoption of annual budgets for the financial 
performance of the Company, monitoring results on a 
monthly basis;
Managing risk by ensuring that the Company has 
implemented adequate systems of internal controls, 
together with appropriate compliance monitoring.
Working with management to create shareholder value.

Audit Committee
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 six 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.

Corporate Governance Statement



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.

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
recommendations 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
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Trends
2002

$'000

57,304

6,992

-2,296

0

$4,696

4,696

-1,608

$3,088

13,640

141,635

$155,275

10,270

1,023

$11,293

35,989

107,993

$143,982

2001

$'000

55,612

9,869

-3,190

0

$6,679

14,967

-3,000

$11,967

11,709

140,407

$152,116

10,341

881

$11,222

35,989

104,905

$140,894

2000

$'000

42,709

7,787

756

0

$8,543

77,287

-5,000

$72,287

12,421

128,406

$140,827

10,967

933

$11,900

19,350

109,577

$128,927

2003

$'000

65,271

13,148

-3,757

0

$9,391

9,618

-3,264

$6,354

19,474

141,104

$160,578

9,194

1,048

$10,242

35,989

114,347

$150,336

2004

$'000

78,972

14,496

-4,375

0

$10,121

35,870

-3,512

$32,358

20,593

177,202

$197,795

13,903

1,198

$15,101

35,989

146,705

$182,644
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The Auditor-General is the auditor of Northpower Limited and group.
The Auditor-General has appointed me, Francis Caetano, using the
staff and resources of Audit New Zealand, to carry out the audit of
the financial statements and performance information of Northpower
Limited and group, on his behalf, for the year ended 31 March 2004.

Unqualified opinion
In our opinion:

the financial statements of Northpower Limited and group on 
pages 28 to 43:

- comply with generally accepted accounting practice in New 
Zealand; and

- give a true and fair view of:

Northpower Limited and group’s financial position as at 
31 March 2004;

The results of its operations and cash flows for the year 
ended on that date.

the performance information of Northpower Limited and group
on page 43 gives a true and fair view of the achievements measured
against the performance targets adopted for the year ended 31 
March 2004.

based on our examination Northpower Limited and group kept 
proper accounting records.

The audit was completed on 30 June 2004, and is the date at which
our opinion is expressed.

The basis of the opinion is explained below.  In addition, we outline
the responsibilities of the Board of Directors and the Auditor, and
explain our independence.

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

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

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

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

Report of the Auditor General
To the Readers of the Financial Statements of
Northpower Limited and Group
For the Year Ended 31 March 2004
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Audit procedures generally include:

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

verifying samples of transactions and account balances;

performing analyses to identify anomalies in the reported data;

reviewing significant estimates and judgements made by the 
Board of Directors;

confirming year-end balances;

determining whether accounting policies are appropriate and 
consistently applied; and

determining whether all required disclosures are adequate.

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

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

Responsibilities of the Board of Directors and the Auditor
The Board of Directors is responsible for preparing financial statements
in accordance with generally accepted accounting practice in New
Zealand.  Those financial statements must give a true and fair view
of the financial position of Northpower Limited and group as at 31

March 2004.  They must also give a true and fair view of the results
of its operations and cash flows for the year ended on that date.  The
Board of Directors is also responsible for preparing performance
information that gives a true and fair view of service performance
achievements for the year ended 31 March 2004.  The Board of
Directors responsibilities arise from the Energy Companies Act 1992
and the Financial Reporting Act 1993.

We are responsible for expressing an independent opinion on the
financial statements and performance information and reporting that
opinion to you.  This responsibility arises from section 15 of the Public
Audit Act 2001 and section 45(1) of the Energy Companies Act 1992.

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

In addition to the audit we have carried out an assignment for
Northpower Limited.  This involves the issuing of audit certificates
pursuant to the Electricity (Information Disclosure) Regulations 1999,
which is compatible with those independence requirements.  Other
than the audit and this assignment, we have no relationship with or
interests in Northpower Limited and group.

Francis Caetano
Audit New Zealand
On behalf of the Auditor-General
Whangarei New Zealand.
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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 2004
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 2004.

For and on behalf of the Board of Directors:
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Directors Responsibility Statement

Bob Steed
Director
30th June 2004

Nikki Davies-Colley
Director
30th June 2004

Directors Responsibility Statement
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Statement of Financial Performance
For the Year Ended 31 March 2004

Statement of Movements in Equity
For the Year Ended 31 March 2004

Operating Revenue

Net Surplus Before Taxation
Taxation Expense

Net Surplus After Taxation

Notes

1

2
4

Group Parent

Opening Equity

Revaluation of Assets
Net Surplus after Taxation
Total Recognised Revenues
and Expenses for the Year
Dividends

Closing Equity

Group Parent

(3,757)

Last Year
   $000's

$65,271

       13,148

$9,391

  (4,375)

This Year
   $000's

$78,972

         14,496

$10,121

 (4,323)

 This Year
  $000's

$78,722

          14,356

$10,033

 (3,725)

Last Year
  $000's

$65,008

        13,051

$9,326

This Year
   $000's

       150,336

25,749
         10,121
         35,870

$182,694

(3,512)

Last Year
  $000's

      143,297

             227
          9,326
          9,553

$149,586

(3,264) (3,512)

Last Year
   $000's

     143,982

            227
         9,391
         9,618

$150,336

 (3,264)

This statement is to be read in conjunction with the notes on Pages 36 to 43 and the Accounting Policies on Pages 33 to 35.

Notes

1

2
4

Group Parent

Group Parent

(3,757)  (4,375)  (4,323)  (3,725)

(3,512) (3,264) (3,512) (3,264)

 This Year
  $000's

        149,586

                    25,749
          10,033
          35,782

$181,856



Notes

6
7
8

4

11
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Statement of Financial Position
As at 31 March 2004

Equity
Share Capital
Asset Revaluation Reserve
Retained Earnings
Total Equity

Non Current Liabilities
Employee Entitlements
Deferred Taxation
Total Non Current Liabilites

Current Liabilities
Bank Overdraft
Sundry Creditors
Provision for Dividend
GST Owed
Employee Entitlements
Total Current Liabilities

Group Parent

This statement is to be read in conjunction with the notes on Pages 36 to 43 and the Accounting Policies on Pages 33 to 35.

This Year
   $000's

         35,989
         108,037

         38,668
$182,694

           1,187
                11

$1,198

                18
           8,157
           3,512
              123
           2,093

$13,903

$197,795

Last Year
   $000's

35,989
       82,288
       32,059

$150,336

         1,042
                6

$1,048

20
         4,333
         3,264
            113
         1,464

$9,194

$160,578

 This Year
  $000's

35,989
          108,037

          37,830
$181,856

            1,187
                    -

$1,187

                 18
            8,107
            3,512
               124
            2,093

$13,854

$196,897

Last Year
  $000's

     35,989
     82,288
     31,309
$149,586

       1,042
               -

$1,042

            20
       4,316
       3,264
          113
       1,464

$9,177

$159,805



Statement of Financial Position
As at 31 March 2004

Non Current Assets
Goodwill
Term Receivables
Investments
Investments in Subsidiaries
Fixed Assets
Total Non Current Assets

Current Assets
Cash and Bank
Short Term Deposits
Accounts Receivable
Work In Progress
Inventory
Tax Refund Due
Property for Sale
Total Current Assets

This Year
   $000's

                   50
              112
              272
                   -
       176,768

$177,202

                32
           4,109
         10,503
           2,097

3,417
                50
              385

$20,593

$197,795

Last Year
   $000's

                -
            225
            249
                -
     140,630

$141,104

              21
         6,313
         7,766
         1,855

2,630
            504
            385

$19,474

$160,578

 This Year
  $000's

 50
               112

                 -
            1,575
        174,618

$176,356

                   1
            4,109
          10,485
            2,097

                 3,417
47

               385
$20,541

$196,897

Last Year
  $000's

225
-

       1,066
   139,092
$140,383

              1
       6,313
       7,748
       1,855

          2,630
490

          385
$19,422

$159,805

Notes

17
9
5

11

Group Parent
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This statement is to be read in conjunction with the notes on Pages 36 to 43 and the Accounting Policies on Pages 33 to 35.



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

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

Statement of Cash Flows
For the Year Ended 31 March 2004

Notes

10

Group Parent

(32,413)
       (21,733)

                -
         (3,915)

Last Year
   $000's

      64,120
           279

$12,346

           229
           346
                -
                -

                -

 (28,272)
    (20,032)
             (7)
      (3,742)

(6,398)
      (4,643)
($10,466)

Last Year
  $000's

      63,852
           279

$12,264

           222
           346
             43
                -

                -

(28,132)
     (20,032)
              (7)
       (3,696)

   (6,386)
       (4,609)

($10,384)

       (600)
         (16,475)
                     -

($14,396)

(17,098)
              (23)

($14,533)
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This statement is to be read in conjunction with the notes on Pages 36 to 43 and the Accounting Policies on Pages 33 to 35.

This Year
   $000's

                       75,427
              444

$17,810

              352
                32
                  -
           2,204

                  -

(32,346)
         (21,733)
                     -
           (3,880)

 This Year
  $000's

           75,178
                443

$17,662

                352
                  32

                     91
             2,204



Statement of Cash Flows
For the Year Ended 31 March 2004

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

Group Parent
Last Year
   $000's

   272

$1

(1,608)
($1,608)

(271)

 This Year
  $000's

  2

(3,264)
($3,264)

 (19)
($17)

Last Year
  $000's

           272
(291)
($19)

(1,608)
($1,608)

This Year
   $000's

 

                13
                  1

$14

(3,264)
($3,264)

Notes

11
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This statement is to be read in conjunction with the notes on Pages 36 to 43 and the Accounting Policies on Pages 33 to 35.
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Reporting Entity
Northpower Limited 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:

(i) 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.

(ii) Operating Revenue
Operating Revenue 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.  Operating Revenue is stated exclusive of Goods and Services
Tax collected from customers.

(iii) Investments
Investments are stated at cost and net realisable value.  Any decreases
are recognised in the Statement of Financial Performance.

(iv) 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.

(v) Fixed Assets
All fixed assets are initially recorded at historical cost except for land
and buildings, and distribution system assets, which are valued as
detailed below.

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

Statement of Accounting Policies
For the year ended 31 March 2004



Replacement Cost (DRC) as at 31 March 2004, based on a valuation
conducted by PriceWaterhouseCoopers, Registered Valuers, as at 31
March 2004.

The results of the revaluation of land and buildings, and distribution
system assets, are credited or debited to the appropriate revaluation
reserve.  Where this results in a debit balance in the asset revaluation
reserve this balance is expensed in the Statement of Financial
Performance.

Land and buildings, and distribution system assets, are revalued by
independent registered valuers on a three-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.

(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
Inventories are stated at the lower of cost and net realisable value.

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

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

(ix)  Work in Progress
The value of work in progress is determined using the percentage of
completion method. Profits are recognised only when the outcome
of the contract can be reliably estimated. Foreseeable losses on a
contract are recognised in the Statement of Financial Performance
immediately.

(x)  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.

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

(xii)  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 proportion 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.

(xiii)  GST
These Financial Statements are prepared on a GST exclusive basis,
with the exception of accounts receivable and accounts payable, which
are GST inclusive. Where GST is irrecoverable as an input tax, it is
recognised as part of the related asset or expense.

(xiv)  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.

(xv)  Goodwill
Goodwill may arise from the acquisition of a business. An assessment
of the economic life of goodwill will be made on a case by case basis
and it will be amortised over a period not exceeding five years.

(xvi)  Statement of Cash Flows
Cash means cash balances on hand, held in bank accounts, demand
deposits and other highly liquid investments in which Northpower
invests as part of its day-to-day cash management.

Operating activities include all activities other than investing and
financing activities.  The cash inflows include all receipts from the sale
of goods and services and other sources of revenue that support
Northpower’s operating activities.  Cash outflows include payments
made to employees, suppliers and for taxes.

Investing activities are those activities relating to the acquisition and
disposal of current and non-current securities and any other non-
current assets.

Financing activities are those activities relating to changes in equity
and debt capital structure of Northpower and those activities relating
to the cost of servicing Northpower’s equity capital.

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 2004

(153)

Last Year
   $000's

29,507
      1,787
    33,413
         279
           22
         263
$65,271

         173
              -
      4,032
         154
         917
      1,105
         167
             7
         269
           77
              -
           96
              -

           25
             3

Last Year
  $000's

29,507
      1,787
    33,413
         279
           22
              -

$65,008

         173
              -
      4,032
         149
         912
      1,105
         167
             7
         269
           77
              -
           78
              -

           24
             3

Group Parent

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

This Year
   $000's

29,999
          1,847
        46,281
             443
             152
             250

$78,972

               44
                  -
          3,937
             164
          1,082
          1,326
             178
                  -
             379
             166
                  -

                  -

               31
                 3

(153)

 This Year
  $000's

29,999
         1,847
       46,281
            443
            152
                -

$78,722

              44
                -
         3,937
            159
         1,076
         1,326
            178
                -
            369
            166
                -

                -

              30
                3
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 This Year
  $000's

       14,356

         4,737

            628

                -
$4,323

         4,323
                -

$4,323

                -
                -
                -

$0

10,367

            3,823

                    -
                 92

$12,674

Notes To and Forming Part of the Financial Statements
For the Year Ended 31 March 2004

4.   Taxation:
Profit before Taxation

Prima Facie Taxation @ 33%
Plus/(Less) Tax Effect of:

           Permanent Differences
           Timing differences not recognised
           Prior Period Adjustment
           Imputation Credits Received

       The Taxation Charge is Represented by:
            Current Taxation
            Deferred Taxation

      A deferred tax liability of $13,505,000
      (2003: $12,548,000) has not been recognised.

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

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

Group Parent

 (1,004)
            (38)

(764)
        (490)

(12)

This Year
   $000's

    14,496

          4,783

             631

$4,375

          4,375
                  -

$4,375

                  -

          10,672

            3,857

                   4
                 92

$13,017

  (1,004)
             (32)
               (3)

               (6)
               (5)

($11)

 (1,608)

Last Year
   $000's

    13,148

      4,339

         672

         -
$3,757

      3,763

$3,757

             6
              -

        7,591

 3,742

                -
           131

$10,672

(764)
       (490)

(6)

($6)

 (792)

Last Year
  $000's

13,051

      4,307

         672

              -
$3,725

      3,725
              -

$3,725

              -
              -
              -

$0

 7,308

         3,696

                 -
            155

$10,367

(792)(1,608)

 This Year
  $000's

       14,356

         4,737

            628

                -
$4,323

         4,323
                -

$4,323

                -
                -
                -

$0

10,367

            3,823

                    -
                 92

$12,674

Notes To and Forming Part of the Financial Statements
For the Year Ended 31 March 2004

4.   Taxation:
Profit before Taxation

Prima Facie Taxation @ 33%
Plus/(Less) Tax Effect of:

           Permanent Differences
           Timing differences not recognised
           Prior Period Adjustment
           Imputation Credits Received

       The Taxation Charge is Represented by:
            Current Taxation
            Deferred Taxation

      A deferred tax liability of $13,505,000
      (2003: $12,548,000) has not been recognised.

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

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

Group Parent

 (1,004)
            (38)

(764)
        (490)

(12)

This Year
   $000's

    14,496

          4,783

             631

$4,375

          4,375
                  -

$4,375

                  -

          10,672

            3,857

                   4
                 92

$13,017

  (1,004)
             (32)
               (3)

               (6)
               (5)

($11)

 (1,608)

Last Year
   $000's

    13,148

      4,339

         672

         -
$3,757

      3,763

$3,757

             6
              -

        7,591

 3,742

                -
           131

$10,672

(764)
       (490)

(6)

($6)

 (792)

Last Year
  $000's

13,051

      4,307

         672

              -
$3,725

      3,725
              -

$3,725

              -
              -
              -

$0

 7,308

         3,696

                 -
            155

$10,367

(792)(1,608)



(37)  Northpower:  Annual Report 2004

(5,617)(6,603)

5.   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

(6,397)

(5,617)

Notes To and Forming Part of the Financial Statements
For the Year Ended 31 March 2004

Group Parent

(6,397)

(5,379) (4,412)

(6,603)

Last Year
   $000's

111,216
      21,083

$119,992

        5,760
           404
        6,164

$6,113

        8,756

$4,311

      11,985

$6,368

        2,537
        1,309

$3,846

$140,630

(12,307)

(51)

(4,445)

This Year
   $000's

138,328
          16,165

$148,096

            5,760
            3,323
            9,083

$8,869

          11,022

$5,603

          14,167

$7,564

            2,537
            4,099

$6,636

$176,768

(214)

(5,419)

(12,307)

Last Year
  $000's

111,216
       21,083

$119,992

         5,760
            167
         5,927

$5,912

         8,695

$4,283

       11,985

$6,368

         2,537
                 -

$2,537

$139,092

(173)  (15)

 This Year
  $000's

138,328
          16,165

$148,096

            5,760
            2,906
            8,666

$8,493

          10,939

$5,560

          14,167

$7,564

            2,537
            2,369

$4,906

$174,619
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This Year
   $000's

             35,989

$35,989

          77,044
                    25,749

$102,793

            3,682
                    -

$3,682

            1,562
                    -

$1,562

$108,037

 32,059
           10,121
           42,180

$38,668
(3,512)

Last Year
   $000's

       35,989

$35,989

      77,044
                -

$77,044

        4,411

$3,682

           606
           956

$1,562

$82,288

      25,932
        9,391
      35,323

$32,059

 (729)

 (3,264)

 This Year
  $000's

           35,989

$35,989

          77,044
                    25,749

$102,793

            3,682
                    -

$3,682

            1,562
                    -

$1,562

$108,037

     31,309
         10,033
         41,342

$37,830
(3,512)

Last Year
  $000's

       35,989

$35,989

       77,044
                 -

$77,044

         4,411

$3,682

            606
            956

$1,562

$82,288

   25,247
     9,326
   34,573

$31,309

(729)

(3,264)

Notes To and Forming Part of the Financial Statements
For the Year Ended 31 March 2004

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

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

Buildings - Opening Balance
                     -  Revaluation
                     -  Closing Balance

Land -  Opening Balance
-  Revaluation
-  Closing Balance

Total

8. Retained Earnings:
Opening Balance
Net Surplus After Taxation
Total available for Appropriation
Dividends
Closing Balance

Group Parent



(39)  Northpower:  Annual Report 2004

9.  Investment in Subsidiary:
       Shares in Subsidiaries (Unlisted)
       Advances to Subsidiaries

Subsidiaries Interest Held Balance Date Principal Activity
Metro Power Ltd 100% 31 March Dairy Farming

10. Reconciliation with Cash Inflow
from Operating Activities:
Reported Surplus after Taxation
Net Surplus after Taxation

Add (Less) Non-Cash Items:
Depreciation
Movements Deferred Tax
(Gain) Loss on Sale of Assets

Movements in Working Capital:
Increase (Decrease) in Creditors
(Increase) Decrease in Taxation Refund
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Inventory
Net Cash Inflow from Operating Activities

Notes To and Forming Part of the Financial Statements
For the Year Ended 31 March 2004

Group Parent
 This Year

  $000's

                   -
           1,575

$1,575

         10,033

           6,498
                   -

           4,576
              443

$17,662

 (153)

(2,948)
             (787)

Last Year
   $000's

        9,391

        6,208

             96

             22

$12,346

(6)

(2,504)

(239)
          (622)

This Year
   $000's

           10,121

             6,509
                    6

             4,608
                454

$17,810

(153)

(2,948)
              (787)

Last Year
  $000's

             -
     1,066

$1,066

     9,326

     6,198
             -
          78

          29

$12,264

(2,501)

(244)
       (622)
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Notes To and Forming Part of the Financial Statements
For the Year Ended 31 March 2004

11. Cash Balances on  Statement of Financial Position

Bank Overdraft
Bank Balance
Cash

Group Parent
Last Year
   $000's

             20
               1

$1

(20)

This Year
   $000's

                  20
                    1

$1

(18)

Last Year
  $000's

             -
            1

(20)

($19)

 This Year
  $000's

                   -
                  1

(18)

($17)

12. Financial Instruments:

Credit Risk:
Credit risk is the risk that a third party will default on its obligation to Northpower, causing the Company to incur a loss.

Financial instruments which potentially subject the Group to credit risk principally consist of cash and bank balances, short term deposits, 
accounts receivable and investments in subsidiaries.

Northpower does not generally require collateral from customers.

Northpower places its cash and short term deposits with high credit quality financial institutions (A1 or better), and limits the proportion of 
credit exposure to any one institution in accordance with Company policy.

There is no significant concentration of credit risk.
The maximum amount of credit risk for each class is the carrying amount in the Statement of Financial Position.

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's investment in Metro Power Limited (as approximated by the net assets of 
Metro Power Limited) is $838,000 (2003 $750,000)

Currency Risk:
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
Northpower has no exposure to currency risk.

Last Year
   $000's

             20
               1

$1

This Year
   $000's

                  31
                    1

$14

(20)

($19)

(18)

($17)



Interest Rate Risk:
Interest Rate Risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates. There are no 
interest rate options or interest rate swap options in place as at 31 March 2004 (2003 nil). The interest rates for Northpower’s financial 
instruments are as follows:-

Bank Deposit 5.25% (2003 5.75%)
Bank Overdraft 9.35% (2003 9.45%)

The Board does not consider that there is any significant interest exposure on either its bank deposits or overdraft.

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

14. Contingent Liabilities:
 

Performance Bonds

15. Commitments:

The Company has the following non-recoverable
operating leases on depots.

Due within 1 year
Due within 1-2 years
Due within 3-5 years
Due within 5 years and more

Capital commitments contracted for at balance date

Commitments relate to asset purchases for Distribution System.
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Notes To and Forming Part of the Financial Statements
For the Year Ended 31 March 2004

This Year
   $000's

$2,376

Last Year
   $000's

$2,276

 This Year
  $000's
$2,376

Last Year
  $000's
$2,276

Group Parent

150
137

76
0

Nil

249
172
76
0

687

150
137

76
0

Nil

249
172
76
0

687



16. 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.

During the year Northpower Ltd brought land and buildings amounting to $600,000 on behalf of Metro Power Ltd.

During the year Northpower Ltd entered into the following transactions with its subsidiary:-
- Northpower advanced $600,000 (2003 Nil) to Metro Power

Metro Power repaid $91,000 to Northpower (2003 $43,148).

There were no transactions between Northpower Limited and any organisations in which the Directors have a financial interest.

17. Investments:

The Investments in the Group accounts consist of 121,088 Dairy Company shares and 16,622 Ravensdown Fertiliser Cooperative
Limited shares.

Fair value of the Dairy Company shares is $629,435 (2003 $550,591) and for Ravensdown shares $16,622 (2003 $10,060).

18. PERFORMANCE REPORT:
2003-4 Target 2003-4 Results

Net Profit After Tax
Shareholders' Funds 3.50% 6.08%

Earnings Before Interest and Tax
Total Capital Employed 5.00% 8.09%

Network Reliability (SAIDI) < 130 minutes 119.63 minutes
Average Number of Faults per 100 km of Line < 10 7.58
Customer Satisfaction (Residential) > 85% satisfied 89.00%
Customer Satisfaction (Commercial) > 85% satisfied 87.00%
Lost Time Accidents (includes all sites) < 1 2  
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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

Tauranga Contracting
22B Portside Dr, Mt Maunganui

Private Bag 12502
Tauranga

New Zealand
Ph 07 575 8311
Fax 07 575 8312

Auckland Contracting
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Private Bag 94416
Greenmount, Auckland

New Zealand
Ph 09 274 4545
Fax 09 274 4549


