


Network Improvements

Northpower ol —lal—

AV

Northpower’s leadership in fibre technology, and winning the 2009
Telecommunications Users Association of New Zealand (TUANZ)
award for the best New Zealand next generation fibre optic network,
has put Northpower and Whangarei in the best position to be early
beneficiaries of the Government'’s ultra-fast broadband initiative.

From left to right - Mark Gatland (CEO), Richie Dempster, Ainsley van Cuylenburg, Graham Dawson,
Chris MclIntosh, Darren Mason, Tony Hales and Warren Moyes (Chairman).

f\\ Next Generation Fibre-Optic Network

& WINNER Lhgztion ‘l

Northpower



Smart Technology in Homes

Electricity meters haven’t changed much
in the past 100 years. While electronic
devices are replacing the older electro-
mechanical meters, most meters still
require regular visits to read them in order
for the retailer to accurately measure
electricity consumption.

The next step in the development of
metering is known as Advanced Metering
Infrastructure (AMI). Advanced Meters
have the capability to communicate with
centralised data centres using radio or
other communication technologies. It is
possible that Advanced Meters will be
installed in most homes within the next
five years, enabling retailers to read meters
remotely and generate accurate accounts
every month.

Advanced Meters are part of the
deployment of ‘Smart’ technology in
homes. Smart technology will enable
communication between home
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automation systems, appliances, meters
and the internet.

In the future, customers will be able

to control electrical appliances in ways
that reduce consumption at times when
electricity prices are higher and will let
them take full advantage of less expensive
electricity during off-peak times.

Smart technology also has the potential

to help Northpower cope with changes

in power generation, storage and demand
patterns. Smart technology will help
Northpower prepare for some interesting
changes, such as electric vehicles and solar
panels to store and generate electricity for
the existing network. The new technology
is expected to make an impact within the
next decade.

Be prepared for your home to
get ‘smarter’, starting with your
electricity meter.




Network Improvements

Northpower Photovoltaic Project

Northpower is planning to make the
most of Northland’s sunshine with a
Photovoltaics Project that will convert the

sun’s rays (radiant energy) into electricity.

Recent advances in photovoltaic
technology (solar panels), along with very
large increases in manufacturing capacity,
have seen prices of photovoltaic cells
reduce dramatically in the last couple

of years. Further reductions, predicted

to occur over the next few years, could
potentially make it affordable for homes
and businesses to install solar panels to
provide some of their electricity needs.

Northpower is installing 6 Kilowatts (kW)
of grid-connected photovoltaics at its
Whangarei head office, with three types
of technology being tested to determine
the best for Northland conditions.
Northpower will also be testing a variety
of grid-connected inverters, which convert
direct current (DC) to alternating current
(AC), including a unit to check cost-
effectiveness and compatibility with the
existing network.

Allowing for Whangarei’s Future Growth

Over the summer Northpower had a
strong presence in Whangarei, future-
proofing to meet increasing consumer
demand in the city centre and improving
security of supply.

A 33,000 volt underground cable was laid
from the Kensington Substation to the
Alexander Street Substation. A fibre duct
was also installed during this project, as
part of Northpower’s future planning and
coordinated approach to building cost-
effective infrastructure.

The cable laying was coordinated with
road resealing work to avoid additional
disruption and unnecessary cost to the
community. The power demand in the
central Whangarei area has been steadily
increasing, so this upgrade will cater for
continued growth in the area.

Currently, the Central Business District
is fed by oil cables via the Tikipunga and
Whangarei South Substations. The new
circuit brings a direct feed into the CBD
and can now be fed out to other areas.

The new circuit uses polyethylene
insulation instead of oil and can also feed
other areas from Alexander Street. The
project will strengthen the greater central
Whangarei area for many years to come.
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Ground Fault Neutraliser Pilot Commissioned

Northpower has completed a pilot project
to commission a Ground Fault Neutraliser
(GFN) at its Poroti Zone Substation, to
reduce the number of outages caused by
earth faults.

The GFN units ‘tune-out’ single phase
earth faults and maintain supply to the
affected area, helping to reduce the
number of power outages by more than
30 per cent.
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Responding to Storms

One thing Northpower can never predict
is the weather, which means from time

to time it is faced with severe storms and
threats to the supply of the network.

Following extensive planning and

risk management work, significant
improvements have been made to the way
Northpower manages and restores faults.

Northpower’s new faults phone system
can answer up to 250 calls at one time,
advising customers of power outages in
their area and expected restoration times.

Fonterra has provided Northpower with
dairy farmer’s supply numbers, which
have been matched with Northpower
consumers’ electricity meters, ensuring
their property can be located and
prioritised to restore power.
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During the commissioning process,

a number of previously undetected
imperfections along the network have
been picked up. One of the problems
identified was that trees had encroached
the minimum clearance distance required
between trees and power lines. Additional
work was undertaken to remedy these
imperfections and improve the network
prior to the GFN commissioning.

It is necessary to test the system under
circumstances where faults would be
relatively frequent, so a remote rural
Northland location was chosen with lots
of trees, possums and long lengths of
conductor wire.

Northpower will monitor performance
over an extended period of time to gauge
the GFN’s effectiveness in improving
network reliability.

Northpower has also liaised with forestry
companies and the Kaipara District Council
about reinforcing tree growth zone limits

near power lines and maintaining a strict
vegetation maintenance schedule.




Network Improvements

Changes to Northpower’s Tree Policy

Trees are a major issue for Northpower’s
network, as they can often fall and damage
power lines during storms and strong
winds. This causes faults and power
outages that could likely be avoided
through basic tree maintenance.

In the past, Northpower has managed
trees according to the requirements

of the ‘Electricity Hazards from Trees’
regulations. This meant that Northpower
would provide the first cut and trim

free of charge. It was then the owner’s
responsibility to maintain the minimum
clearance between trees and lines, with
Northpower being obliged to inspect and
issue cut and trim notices if clearances
were not maintained.

H b ¥l
N T,

-
-

In 2009, Northpower introduced a new
policy for maintaining the minimum
clearance between trees and power lines,
in accordance with industry regulations.

With the landowner’s permission and at
Northpower’s expense, Northpower will
fell all trees growing near power lines that
have the potential to cause interruption to
the electricity supply.

Tree owners now have a choice between
removing offending trees or maintaining
them at their expense on an ongoing basis.

Good clearances around power lines are
essential in maintaining a reliable electricity
supply and avoiding power outages in the
event of major storms.

Northpower Annual Review 2010




Northpower Extends Transmission Experience

Northpower’s dedicated transmission
team has been providing valuable support
and fulfilling critical contracts in the
Auckland area over the last year.

This highly specialised team is pre-qualified
and approved by Transpower, the national
grid owner, for 220 kilovolt and |10
kilovolt de-energised works.

The team is capable of carrying out a
range of transmission services, including
pole, insulator, cross arm and conductor
replacements; conductor re-tensioning;
tower upgrades and thermal upgrades to
existing lines.

Northpower also has close alliances
with other contractors and customers,
providing a critical support role when

additional resources and skills are required.

In 2009, Northpower also worked
alongside other major transmission
contractors to provide critical capacity
upgrades to the 220 kilovolt circuits
supplying Auckland. Due to the outage
constraints on these circuits, resourcing
and delivery were critical to the success of
the projects.

Expert planning and scheduling are

an essential part of the transmission
team’s work. With safety and quality

its highest priority, the team focuses on
understanding client requirements and
ensuring a safe, consistent and high quality
result for all parties.
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Other Network Projects

Expanding our Foothold in the Australian Market

Northpower’s Perth-based subsidiary,
West Coast Energy (WCE), has been
persevering through a very tough year of
low work volumes from its key customer,
Western Power.

In order to retain staff and maintain

their utilisation rate, WCE diversified

its operations by pre-qualifying as

a distribution contractor for the
neighbouring lines company, Horizon
Power, and the Victoria-based contracting
and lines company, Jemena.

Northpower and WCE'’s persistence and
dedication to completing high quality work
for Western Power has also resulted in
new contracts.

West Coast Energy was selected

as one of only three Tier One
Distribution Maintenance contracting
partners and awarded a contract
worth around AUD$200 million over
the next five years.

The decision to maintain the workforce
and diversity required to meet the changing
economic times positions WCE well for

an anticipated upturn in the industry.

The Western Australian Government

has announced an increased spend of
AUD$950 million in the industry sector
over the next two years.

WCE has also been selected to partner
with Western Power to deliver on their
customer-funded projects. This new
income stream will give WCE access to the
total work pool worth around AUD$70
million per annum.

WCE has been shortlisted for a
distribution maintenance and construction
contract with Jemena, with a total contract
value of approximately AUD$36 million
over a three-year period. This follows a
six-month contract with Jemena to assist in
delivery of their maintenance and capital
spend contract.

Northpower and WCE have also been
successful in winning a further four-month
contract with Jemena.

The diversification of Northpower’s
contracting business into Australia
creates stability in revenue and security
in workloads, as the New Zealand and
Australian economic marketplaces tend
to slow at different times, as highlighted

during the current recession.

This means that Northpower has
sustainable workloads forecasted for the
next three to five years for its Australian-
based staff. This marks the achievement of
significant milestones towards long-term
plans to secure Northpower’s strategic
foothold in the Australian electrical
distribution contracting market.
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EPC Samoa - Project Frangipani

Northpower staff will be heading for the

tropics in 2010, after successfully winning a
contract to upgrade Samoa’s power supply

through a NZD$4 million switchgear
refurbishment project.

Local power company, Electric Power
Corporation Samoa (EPC), was awarded
a Power Expansion Project grant totalling
USD$ 100 million from the Asian
Development Bank. The grant is to aid
EPC to upgrade the power network on
the main island of Upolu from 6.6 kilovolt
to 22 kilovolt, allowing for increased
capacity and future growth.

Sixty per cent of Samoa’s power comes
from five small hydro-electric power
stations generating up to 3 megawatts. In
comparison, Northpower’s hydro-electric
power station at Wairau has the capacity
to generate up to 5 megawatts.
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Northpower staff will work at four of
Samoa’s hydro-electric power stations to
install the new, more powerful Areva Gas
Insulated Switchgear (GIS) from Germany.

The six-month project will greatly enhance
the security of the island’s power supply
and will involve up to five Northpower
staff on site at any one time.




Other Network Projects

Performance Measurement Key to Improving

Northpower’s performance in the field is
closely linked to its financial performance.
This is especially true when it comes to
service agreements with our customers,
like Auckland-based infrastructure
company, Vector.

Northpower management and staff need
to know how the company performance
is tracking against delivery to customer
service agreements.

Northpower has made its performance
visible to staff by introducing dashboard
measures across a number of critical
service delivery success factors.

Connections Quotes on Time

In Time
100.0%

90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

The financial and service level benefits
of the new reporting method are
tangible, and several service levels have
tracked consistently upwards since the
introduction of the new system.

Feedback on the new system has been
positive, with comments from staff and
customers who value its transparency.

“This transition was the first step in our
journey together to deliver the change
necessary to lift our performance. Well

done - a great effort by all.”

Rex Butt, Service Delivery Performance Manager, Vector.
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Our Vision

To utilise the diverse experience and
capability in network management
and multi-utility contracting to deliver
innovative, commercially viable and
tailored client solutions.

Our Purpose

Northpower Network — Utilising
excellence in asset management to drive
business growth and performance.

Northpower Contracting —
Delivering safe, reliable, hassle free
service to clients and ongoing value to all
stakeholders.

Northpower Coverage Area

Western Australia W

° EXEIm
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Auckland

Waikato

Our Values

Safety comes first: Northpower will
not endanger customers, the public, staff
or the environment.

Quality: Northpower is accredited to
ISO 9001 and is committed to delivering
services and products which exceed
customer expectations.

Environmental management:
Northpower is accredited to ISO 14001
and has a comprehensive environmental
management system in place.

Training and development:
Northpower recognises that its people
are its greatest asset and invests three
per cent of annual turnover in staff
development and training.

Northpower Network

Coromandel

Bay of Plent

Hawkes Bay
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FINANCIALS

Audit report

AUDIT NEW ZEALAND

To the readers of Northpower and group’s financial
statements and statement of service performance
for the year ended 31 March 2010

The Auditor General is the auditor of Northpower Limited
(the company) and group. The Auditor General has
appointed me, John Scott, using the staff and resources of
Audit New Zealand, to carry out the audit of the financial
statements and statement of service performance of the
company and group, on her behalf, for the year ended 31
March 2010.

Unqualified Opinion
In our opinion:

® The financial statements of the company and group on
pages 32 to 72:
» comply with generally accepted accounting
practice in New Zealand; and

* give a true and fair view of:

- the company and group’s financial
position as at 3|1 March 2010;
- the results of its operations and cash
flows for the year ended on that date.
® The statement of service performance of the company
and group on page 3| gives a true and fair view of
the achievements measured against the performance
targets adopted for the year ended 31 March 2010.
® Based on our examination the company and group kept
proper accounting records.

The audit was completed on |7 June 2010, and is the date at
which our opinion is expressed.

The basis of our 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 the audit to obtain all the
information and explanations we considered necessary

in order to obtain reasonable assurance that the financial
statements and statement of service performance did

not have material misstatements, whether caused by fraud
or error.

Material misstatements are differences or omissions of
amounts and disclosures that would affect a reader’s

overall understanding of the financial statements and
statement of service performance. If we had found material
misstatements that were not corrected, we would have
referred to them in our opinion.

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

Audit procedures generally include:

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

® verifying samples of transactions and account balances;

® performing analyses to identify anomalies in the
reported data;

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

® confirming year-end balances;

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

® determining whether all financial statement and
statement of service performance disclosures are
adequate.

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

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

The Board of Directors is responsible for preparing the
financial statements in accordance with generally accepted
accounting practice in New Zealand. The financial
statements must give a true and fair view of the financial
position of the company and group as at 3| March 2010.
They must also give a true and fair view of the results of
operations and cash flows for the year ended on that date.
The Board of Directors is also responsible for preparing
the statement of service performance that gives a true
and fair view of service performance achievements for
the year ended 31 March 2010. 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 statement of service
performance 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 of the annual financial statements
we have carried out an assignment for the company and
group. This involved issuing audit certificates pursuant to
the Electricity Information Disclosure Requirements 2008.
This assignment is compatible with those independent
requirements. Other than the audit and this assignment, we
have no relationship with or interests in the company or any
of its subsidiaries.

John Scott

Audit New Zealand
On behalf of the Auditor-General
Auckland, New Zealand
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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.

SUBSIDIARY COMPANIES

Northpower Limited has two subsidiaries incorporated in
Australia:-

® \West Coast Energy Pty Ltd
® Northpower Western Australia Pty Ltd.

All Northpower directors are also directors of the
subsidiaries. Mark Giglia is a director of the Australian
subsidiaries.

RESULTS

The group recorded an after tax profit of $3.9 million for
the period, as set out in the Income Statement.

DIVIDEND

A dividend of $1.4 million has been declared for the year,
of which $1.3 million was paid out in March 2010.

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

It is not possible for any Director to acquire or dispose of
any interest in shares in the company.

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 — Tonga Power, Tonga
Board Member — NorthTec

N P Davies-Colley
Director — The Tree People
Director — MP Logging Ltd

R L Steed
Far North Area Delegate — Meat NZ
Director — Auckland Romney Development Group

D Ballard

Director/Shareholder — New Zealand Bloom (NZ) Ltd
Director/Shareholder — New Zealand Bloom
(California) Ltd

Director — Flowerpac International Ltd

Canterbury Fields Ltd

Canterbury Fields Packhouse Ltd

K C Hames

Director/Shareholder — Tomorata Dairy Farms Ltd
Director - Te Arai Farms Ltd

Partner — Ewenny Farms Partnership

DIRECTORS’ REMUNERATION

Directors’ remuneration paid during the period was:-

D Ballard $ 50,000
N P Davies-Colley $ 50,000
J ] Ward $ 50,000
R L Steed $ 16,667
K C Hames $ 37,500
W W Moyes $105,000

$309,167

REMUNERATION OF EMPLOYEES

Bands: No. of employees
$100,000 - $109,999 31
$110,000 - $119,999 24

$120,000 - $129,999 9
$130,000 - $139,999 12
$140,000 - $149,999 5
$150,000 - $159,999 3
$160,000 - $169,999 |
$200,000 - $209,999 3
$270,000 - $279,999 |
$380,000 - $389,999 |

CHANGES IN DIRECTORS

R L Steed retired in July 2009 and was replaced by K C
Hames. In accordance with the Company’s Constitution,
D Ballard and N Davies-Colley will retire and offer
themselves for re-election.

For and on behalf of the Board.

W bt

David Ballard
Director

Woarren Moyes
Chairman
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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 Subsidiaries as at 3| March 2010 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 Subsidiaries have been
prepared using appropriate accounting policies which have been consistently applied and supported
by reasonable judgments 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 Subsidiaries, 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
Subsidiaries for the year ended 31 March 2010.

For and on behalf of the Board of Directors.

T2 e7 W&Mﬁfy

John Ward Nikki Davies-Colley
Director Director
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Governance statement

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 companies. 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

® 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 compliance with all
governance responsibilities.

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

The primary responsibilities for 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 SCl 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.

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.



FINANCIALS

Key performance indicators

KPI Target Results | Summary
Grou The Net Profit After Tax was $3.9M
P for the group, with NZ operations
Net Profit After Tax recording NPAT of $8.5M and the
Shareholders’ Funds 6.00% 1.70% Australian business recording a loss of
' ’ NZD $4.6M.

Network division
The Network division recorded Earnings

Earnings Before Interest and Tax before tax of $13.8M, which was in line
Total Capital Employed 5.00% 5.37% with budget. Network assets stands at
$262M at 31 March 2010.
Network Reliability (SAIDI) < 120 minutes 129.18 The SAIDI is made up of:
. Planned outages - 27.00 minutes
Average Number of Faults per 100 km of Line | < [0 7.49 Unplanned outages - 102,18 minutes
Customer Satisfaction (Residential) > 85% satisfied | 94% Result from Colmar Brunton survey
. . . . h North t
Customer Satisfaction (Commercial) > 85% satisfied | 98% shows I ortnpowsr customers very
satisfied with services.
Contracting Division NZ The contracting division recorded
g earnings before tax of $5.4M, below
Earnings Before Interest and Tax budget due to the slow down in business
Total Capital Employed 15.00% 8.52% activity in 2009/10.
3 lost time accidents were recorded for
Lost Time Accidents per million hours worked <2 .73 the year.

West Coast Energy
Earnings before interest and tax was a

Earnings Before Interest and Tax loss of $3.4M.

Total Capital Employed 8.00% -28.86%

| lost time accident was recorded for
Lost Time Accidents per million hours worked <2 5.00 the year.
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Statement of comprehensive income

GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
Revenue 206,061 189,621 183,087 173,550
Other income 119 902 62 778
Purchase of materials 98,383 84,926 83,919 79,221
Employee benefit expenses 76,580 74,036 66,105 62,476
Depreciation and amortisation expense 14,763 13,112 12,501 12,275
Revaluation of investment property 400 197 400 197
Movement in valuation of derivative financial instruments 415 - 415 -
Loss/(Gains) on Foreign currency translation (195) - 1,005 -
Other expenses 4774 3,764 4,338 3,473
Finance costs 3,453 3,106 2,310 2,301
Profit before tax 7,607 11,382 12,156 14,385
Income tax expense (3,668) (3,186) (3,668) (3,186)
Profit after tax 3,939 8,196 8,488 11,199
Other comprehensive income
Net fair value gains/(loss) on available for sale assets 13 (296) I3 (296)
Fair revaluation gain/(loss) on property, plant & equipment (2,289) (310) (2,289) (310)
Foreign currency translation gain/(loss) (729) 4?2 - -
Income tax on items of other comprehensive income (76) 170 (76) 170
Other comprehensive income for the period net of tax (3,081) (394) (2,352) (436)
Total comprehensive income for the period 858 7,802 6,136 10,763




Balance sheet
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Current Assets

Cash and Cash Equivalents
Trade and Other Receivables
Construction Contract
Inventory

Tax Refund Due

Total Current Assets

Non Current Assets
Available for sale assets
Investments in Subsidiaries
Assets under construction
Derivative financial instruments
Intangible Assets

Investment Property

Property, Plant and Equipment
Total Non Current Assets

Total Assets

Current Liabilities
Borrowings

Trade and Other Payables
Provision for Dividend
Onerous Lease Provision
Derivative financial instruments
GST Owed

Employee Entitlements

Total Current Liabilities

Non Current Liabilities
Employee Entitlements
Borrowings

Deferred Taxation

Total Non Current Liabilities

Total Liabilities

Net Assets

Equity

Share Capital

Asset Revaluation Reserve

Available for Sale Reserve

Foreign Currency Translation Reserve
Retained Earnings

Equity Attributable to equity holders

Total Equity

GROUP PARENT
2010 2009 2010 2009
$000’s $000's $000's $000’s
121 627 121 490
30,603 31,182 25,248 28,121
8,740 9,873 6,644 9,350
7,396 7,649 7,396 7,649
1,195 2,776 1,195 2,776
48,055 52,107 40,604 48,386
576 595 576 595

- - 23,880 6,225

5,643 220 5,643 220
50 - 50 -
5,648 5,366 3,536 3390
1,150 1,550 1,150 1,550
311,689 302,934 293,289 292,522
324,756 310,665 328,124 304,502
372,811 362,772 368,728 352,888
33,142 39,904 28,329 35,763
18,608 17,954 16,993 14,484
79 2,869 79 2,869

8 171 8 171

465 - 465 -
1,675 1,151 1,191 1,151
5,358 5,906 4411 5,640
59,335 67,955 51,476 60,078
1,599 1518 I,545 1,483
27,043 7,567 20,000 -
53,469 53,846 53,469 53,846
82,111 62,931 75014 55,329
141,446 130,886 126,490 115,407
231,365 231,886 242,238 237,481
35,989 35,989 35,989 35,989
39,832 42,197 39,832 42,197
(283) (296) (283) (296)
(687) 42 - -
156,514 153,954 166,700 159,59
231,365 231,886 242,238 237,481
231,365 231,886 242,238 237,48
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Statement of cash flow

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 Property, Plant & Equipment
Proceeds from available for sale assets

Cash was applied to:
Advances to Subsidiary
Purchase of Intangible Assets
Purchase of Property, Plant & Equipment
Purchase of Investments

Net Cash Outflow from Investing Activities

Cash Flows from Financing Activities -
Cash was provided from:
Short Term Loan
Cash was applied to:
Finance Leases
Dividends

Net Cash Inflow from Financing Activities

Net Increase/(Decrease) in Cash & Cash equivalents
Net foreign exchange differences
Add Cash & Cash equivalents at the beginning of the year

Cash & Cash equivalents at the end of the year

GROUP PARENT
2010 2009 2010 2009
$000's $000's $000's $000's
205,413 187,194 186,248 171,426
96 142 96 142
(101,533) (96,331) (85,463) (92,091)
(77.262) (73.555) (67,272) (62,297)
(3.453) (3,106) 2.,310) (2,301)
(2,464) (2,996) (2,464) (2,996)
$20,797 $11,348 $28,835 $11,883
599 364 585 364

35 - 35 -

- - (17,655) (2,444)

(492) (394) (492) (394)
(28511) (25,677) (18,980) (17.796)
($28369) | ($25707) |  ($36,507) |  ($20,270)
11,472 16,608 11,472 12,082
(653) 773) - -
(4,169) (4,156) (4,169) (4,156)
$6,650 $11,679 $7,303 $7,926
(922) (2,680) (369) (461)

416 122 - -

627 3,185 490 951

$121 $627 $121 $490




Statement of changes in equity

FINANCIALS

GROUP

At | April 2008

Profit for the period
Other comprehensive income for the period
Total comprehensive income for the period

Transactions with owners in their capacity as
owners

Dividends paid
At 31 March 2009

At | April 2009

Profit for the period
Other comprehensive income for the period
Total comprehensive income for the period

Transactions with owners in their capacity as
owners

Dividends paid
At 31 March 2010

Foreign

Available Asset| Currency

Ordinary | Retained For Sale | Revaluation | Translation
shares | Earnings Reserve Reserves Reserve Total
$000's $000's $000's $000's $000's $000's
35,989 148,627 - 42,337 - 226,953
- 8,196 - - - 8,196
- - (296) (140) 42 (394)
- 8,196 (296) (140) 42 7,802
- (2,869) - - - (2,869)
35,989 153,954 (296) 42,197 42 | 231,886
35,989 153,954 (296) 42,197 42 | 231,886
- 3,939 - - - 3,939
- - I3 (2,365) (729) (3,081)
- 3,939 I3 (2,365) (729) 858
- (1,379) - - - (1,379)
35,989 156,514 (283) 39,832 (687) 231,365




FINANCIALS

Statement of changes in equity

Foreign
Available Asset| Currency
Ordinary | Retained For Sale | Revaluation | Translation
PARENT shares | Earnings Reserve Reserve Reserve Total
$000's $000's $000's $000's $000's $000's
At | April 2008 35,989 151,261 - 42,337 229,587
Profit for the period - 1,199 - 11,199
Other comprehensive income for the period - (296) (140) (436)
Total comprehensive income for the period - 1,199 (296) (140) 10,763
Transactions with owners in their capacity as
owners
Dividends paid - (2,869) - (2,869)
At 31 March 2009 35,989 159,591 (296) 42,197 237,481
At | April 2009 35,989 159,591 (296) 42,197 237,481
Profit for the period - 8,488 - 8,488
Other comprehensive income for the period - - I3 (2,365) (2,352)
Total comprehensive income for the period - 8,488 13 (2,365) 6,136
Transactions with owners in their capacity as
owners
Dividends paid - (1,379) - (1,379)
At 31 March 2010 35,989 166,700 (283) 39,832 242,238

Nature and Purpose of Asset Revaluation Reserve:

The asset revaluation reserve is used to record increases in the fair value of distribution system assets. When an asset is sold, that portion of the
asset revaluation reserve which relates to that asset and is effectively realised is transferred directly to retained earnings.

The available for sale reserve records movements in the fair falue of available for sale financial assets.

The foreign currency translation reserve is used to record the exchange differences arising from the translation of the financial statements of foreign
subsidaries.
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Statement of accounting policies

Reporting Entity

Northpower Limited (the Company) is a profit oriented
limited liability company incorporated in New Zealand.

The Company is formed under the Energy Companies Act
1992 and registered under the Companies Act 1993. The
group consists of Northpower Limited and its subsidiaries
West Coast Energy Pty Ltd and Northpower Western
Australia Pty Ltd. The Northpower Electric Power Trust is
the sole shareholder of the Company.

The principal activities of the Company are the transmission
of electricity and electricity contracting. The principal
activities for the subsidiaries are as follows:

*  West Coast Energy Pty Ltd is based in Western
Australia. It operates an electricity contracting
business.

* Northpower Western Australia Pty Ltd is based
in Western Australia. It is an intermediate holding
company.

Statement of Compliance

The financial statements comply with the Financial Reporting
Act 1993, the Companies Act 1993 and section 44 of the
Energy Companies Act 1992.

The financial statements have been prepared in accordance
with NZ GAAP. They comply with New Zealand
equivalents to International Financial Reporting Standards
(‘NZ IFRS’), and other applicable Financial Reporting
Standards, as appropriate for profit-oriented entities. The
financial statements also comply with International Financial
Reporting Standards (‘IFRS’).

Basis of Preparation

The general accounting policies recognised as appropriate
for the measurement and reporting of results, cashflows and
Balance Sheet under the historical cost method, as modified
by the revaluation of investments, investment properties
and the distribution system assets, have been followed in the
preparation of these financial statements.

The financial statements are presented in New Zealand
dollars and all values are rounded to the nearest thousands
($°000).

The financial statements for the year ended 3| March 2010
were authorised for issue in accordance with a resolution of
the directors on |7th June 2010.

Changes in Presentation of Accounts

Comparative numbers have been re-classified, where
applicable, to be consistent with current year presentation.
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Statement of accounting policies

Significant Accounting Policies

The accounting policies set out below have been applied
in preparing the financial statements for the year ended 31
March 2010 and the comparative information presented in
these financial statements is for the year ended 31 March
2009.

(i) Basis of Consolidation
The consolidated financial statements incorporate
the financial statements of the Company and
its subsidiaries controlled by the Company (its
subsidiaries).

The results of subsidiaries acquired or disposed of
during the year are included in the Consolidated
Comprehensive Income Statement from the effective
date of acquisition or to the effective date of
disposal, as appropriate. The financial statements of
the subsidiaries are prepared for the same reporting
period as the parent company, using consistent
accounting policies.

All significant intercompany transactions are
eliminated on consolidation. In the parent company's
financial statements, investments in the subsidiaries
are stated at cost.

There are no minority interests in the group.

The acquisition of subsidiaries is accounted for using
the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred
or assumed, and equity instruments issued by the
Group in exchange for control of the acquiree,

plus any costs directly attributable to the business
combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the
conditions under NZ IFRS 3 Business Combinations are
recognised at their fair values at the acquisition date,
except for non-current assets (or disposal groups)
that are classified as held for sale in accordance

with NZ IFRS 5 Non-Current Assets Held for Sale and
Discontinued Operations, which are recognised and
measured at fair value less costs to sell.

(ii) Business Combination
The purchase method of accounting is used to
account for all business combinations regardless
of whether equity instruments or other assets are
acquired. Cost is measured as the fair value of the

(iii)

assets given, shares issued or liabilities assumed at
the date of exchange plus costs directly attributable
to the combination. Where equity instruments are
issued in a business combination, the fair value of
the instrument is their published price as at the date
of exchange unless, in rare circumstances, it can be
demonstrated that the published price at the date of
exchange is an unreliable indicator of fair value and
that other evidence and valuation methods provide
a more reliable measure of fair value. Transaction
costs arising on the issue of equity instruments are
recognised directly in equity.

Except for non-current assets or disposal groups
classified as held for sale (which are measured at fair
value less costs to sell), all identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their
fair values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the
cost of the business combination over the net fair
value of the Group’s share of the identifiable net
assets acquired is recognised as goodwill. If the cost
of the acquisition is less than the Group’s share of
the net fair value of the identifiable net assets of the
subsidiary, the difference is recognised as a gain in the
Comprehensive Income Statement, but only after a
reassessment of the identification and measurement
of the net assets acquired.

Where settlement of any part of the consideration
is deferred, the amounts payable in the future are
discounted to their present value as at the date of
exchange. The discount rate used is the entity’s
incremental borrowing rate, being the rate at which
a similar borrowing could be obtained from an
independent financier under comparable terms and
conditions.

Amalgamations

Intragroup amalgamations, with no commercial
substance, are accounted for using the pooling of
interest method. On amalgamation, the assets,
liabilities and contingent liabilities of the company
being amalgamated are recorded using their carrying
value at the date of acquisition.

Foreign Currency Translation

Transactions in foreign currencies are initially
recorded in the functional currency by applying the
exchange rates ruling at the date of transaction.
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(iv)

Monetary assets and liabilities denominated in foreign
currencies are retranslated at the rate of exchange
ruling at the Balance Sheet date.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated
using the exchange rate as at the date of the initial
transaction. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when fair value was
determined.

Translation of group companies’ functional
currency to presentation currency

The results of the Australian subsidiaries are
translated into New Zealand dollar as at the date of
each transaction. Assets and liabilities are translated
at exchange rates prevailing at balance date.

Exchange variations resulting from the translation are
recognised in the foreign currency translation reserve
in equity.

On disposal of a foreign operation, the cumulative
amount recognised in equity relating to that particular
foreign operation is recognised in profit or loss.

Tax charges and credits attributable to exchange
differences in those borrowings are also recognised

in equity.

Revenue Recognition

Line charges

Line Charges revenue represents income generated
from the distribution of electricity to consumers.
Revenue is measured at the fair value of the
consideration received or receivable.

Line contributions

Line contribution revenue represents third party
contributions towards the construction of property
plant and equipment. Revenue is recognised in the
Comprehensive Income Statement to reflect the
percentage of completion of the construction of
the related items. Contributions received in excess
of those recognised in the Comprehensive Income
Statement are recognised as deferred income in the
balance sheet.

Interest income
Interest income is recognised using the effective
interest method.

{0

(vi)

Construction contract

Where the outcome of a construction contract

can be estimated reliably, revenue and costs are
recognised by reference to the stage of completion
of the contract activity at balance date, as measured
by the proportion that contract costs for work
performed to date bear to the total contract costs,
except where this would not be representative of
the stage of completion. Variations in contract work,
claims and incentive payments are included to the
extent that they have been agreed with the customer.

Where the outcome of a construction contract
cannot be estimated reliably, contract revenue is
recognised to the extent of contract costs incurred
that it is probable will be recoverable. Contract costs
are recognised as expenses in the period in which
they are incurred.

When it is probable that total contract costs will
exceed total contract revenue, the expected loss is
recognised as an expense immediately.

Farming

Revenue is recognised at the fair value of the
consideration received or receivable derived from the
Group’s share of milking income from the farm.

Investments

Investments in unlisted equity instruments are stated
at fair value. The fair value of the investment is based
on the unlisted entity’s published fair valuation at
which share and notes are traded.

Property, Plant and Equipment
Distribution system

Distribution system assets held for use are stated

in Balance Sheet at their revalued amount, being
the fair value at the date of valuation, less any
subsequent accumulated depreciation and subsequent
accumulated impairment loss. Revaluations are
performed with sufficient regularity such that the
carrying amount does not differ materially from
that which would be determined using fair values at
Balance Sheet date. Additions between revaluations
are recorded at cost.

Any revaluation increase in the revaluation of
distribution system assets is credited to the assets’
revaluation reserve, except to the extent that it
reverses a revaluation decrease for the same asset
previously recognised in the Comprehensive Income
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Statement, in which case the increase is credited to
the Comprehensive Income Statement to the extent
of the decrease previously charged. A decrease

in carrying amount arising on the revaluation of

such assets is charged to Comprehensive Income
Statement to the extent it exceeds the balance, if
any, held in the distribution system assets revaluation
reserve relating to a previous revaluation of that
asset.

Depreciation on revalued buildings is charged to

the Comprehensive Income Statement. On the
subsequent sale or retirement of a revalued property
the attributable revaluation surplus remaining in the
properties revaluation reserve is transferred directly
to retained earnings.

Land and building

Land and Buildings held for use in the production of
supply of goods and services, or for administrative
purposes are stated in the Balance Sheet at their
revalued amount, being the fair value at the date

of valuation, less any subsequent accumulated
depreciation and subsequent accumulated impairment
loss. Revaluations are performed with sufficient
regularity such that the carrying amount does not
differ materially from that which would be determined
using fair values at Balance Sheet date. Additions
between revaluations are recorded at cost.

Depreciation on revalued buildings is charged to

the Comprehensive Income Statement. On the
subsequent sale or retirement of a revalued property
the attributable revaluation surplus remaining in the
properties revaluation reserve is transferred directly
to retained earnings.

No depreciation is charged on land.

Plant, equipment and vehicles

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

The cost of purchased property, plant and equipment
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.

(vii)

The cost of assets constructed by the Group 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.

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
Distribution switchgear
Meters/communication/SCADA
Generation
Buildings - structural
- electrical and mechanical
- other

Motor vehicles

Plant and equipment

Fibre assets

Disposal

45-70 years
35-55 years
5-15 years
5-50 years
50 years

20 years

10 years
5-15 years
3-20 years
10-50 years

An item of property, plant and equipment is

derecognised upon disposal or when no further

future economic benefits are expected from its use or

disposal. Any gain or loss arising on the derecognition

of an asset (calculated as the difference between the

net disposal proceeds and the carrying amount of the

asset) is included in the profit or loss in the year the

asset is derecognised.

Investment Property

Properties leased to third parties under operating

leases are classified as investment property

unless the property is held to meet service delivery

objectives, rather than to earn rentals or for capital

appreciation.

Property held to meet service delivery objectives is

classified as property, plant, and equipment.

Investment properties are measured initially at cost,

including transactions costs. Subsequent to initial

recognition, investment properties are stated at
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fair value, which is based on active market prices.
Gains or losses arising arising from changes in the
fair value of investment property are recognised in
the Comprehensive Income Statement in the year in
which they arise.

Transfers are made to investment property when,
and only when, there is a change in use, evidenced by
ending of owner-occupation, commencement of an
operating lease to a third party.

Impairment of Non Financial Assets other
than Goodwill

At each reporting date, the Group reviews the
carrying amounts of its tangible and intangible assets
to determine whether there is any indication that
those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent
of the impairment loss (if any). Where the asset does
not generate cash flows that are independent from
other assets, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs.

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are tested
for impairment annually and whenever there is an
indication of that the asset may be impaired.

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value
of money and the risks specific to the asset for which
the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset
(or cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised in
Comprehensive Income Statement immediately,
unless the relevant asset is carried at fair value,

in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable

(ix)

63

amount, but only to the extent that the increased
carrying amount does not exceed the carrying amount
that would have been determined had no impairment
loss been recognised for the asset (or cash-generating
unit) in prior years. A reversal of an impairment loss is
recognised in the Comprehensive Income Statement
immediately, unless the relevant asset is carried at fair
value, in which case the reversal of the impairment is
treated as a revaluation increase.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost includes the cost of direct
materials and other charges, such as freight cost, that
have been incurred in bringing the inventories to their
present location and condition. Cost is calculated
using the weighted average method. Net realisable
value represents the estimated selling price less

all estimated costs of completion and costs to be
incurred in marketing, selling and distribution.

Taxation

Current tax payable is based on taxable profit for the
year. Taxable profit differs from profit as reported

in the Comprehensive Income Statement because

it excludes items of income or expenses that are
taxable or deductible in other years and it further
excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using
tax rates that have been enacted or substantively
enacted at Balance Sheet date.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax
bases used in the computation of taxable profit,

and is accounted for using the Balance Sheet liability
method. Deferred tax liabilities are generally
recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available
against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from the initial recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor
the accounting profit.
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(xi)

(xii)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, and interest in joint venture, except
where the Group is able to control the reversal of
the temporary difference and it is probable that
the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is
reviewed at each Balance Sheet date and reduced to
the extent that it is no longer probable that sufficient
taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset realised. Deferred tax is charged
or credited to the Comprehensive Income Statement,
except when it relates to items charged or credited
directly to equity, in which case the deferred tax is
also dealt with in equity (such as asset revaluations).

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they
relate to income taxes levied by the same taxation
authority and the Group intends to settle its current
tax assets and liabilities on a net basis.

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.

Financial Instruments

Financial assets and financial liabilities are recognised
on the Group’s Balance Sheet when the Group
becomes a party to the contractual provisions of the
instrument.

Trade & other receivables

Accounts Receivable are measured at initial
recognition at fair value and subsequently measured
at amortised cost using effective interest rate method.
Appropriate allowances for estimated irrecoverable
amounts are recognised in the Comprehensive
Income Statement when there is objective evidence
that the asset is impaired. The allowance recognised
is measured as the difference between the assets’

carrying amount and the present value of estimated
future cash flows discounted using effective interest
rate. Financial difficulties of a debtor, default
payments or debts more than 90 days overdue are
considered to be objective evidence of impairment.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
demand deposit, and other short-term highly liquid
investments that are readily convertible to a known
amount of cash and are subject to an insignificant risk
of changes in value. Bank overdrafts are shown within
borrowings in current liabilities in the Balance Sheet.

Borrowings

Interest-bearing bank loans and overdrafts are

initially measured at fair value, and are subsequently
measured at amortised cost, using the effective
interest rate method. At difference between

the proceeds (net of transaction costs) and the
settlement or redemption of borrowings is recognised
over the term of the borrowings in accordance with
the Group’s accounting policy for borrowing costs
(see below).

Derivative financial instruments and foreign
currency transactions

Derivative financial instruments are used to manage
exposure to foreign exchange and interest rate risks
arising from financing activities. In accordance with
its treasury policy, the Group does not hold or issue
derivative financial instruments for trading purposes.

Foreign currency transactions (including those for
which forward foreign exchange contracts are held)
are translated into NZ$ (the functional currency)
using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions are
recognised in the surplus or deficit.

Derivatives are initially recognised at fair value on

the date a derivative contract is entered into and are
subsequently remeasured at their fair value at each
balance date with the resulting gain or loss recognised
in the surplus or deficit. The Group has elected not to
apply hedge accounting.
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(xiv)

(xv)

The full fair value of a foreign exchange derivative

is classified as current if the contract is due for
settlement within 12 months of balance date,
otherwise foreign exchange derivatives are classified
as non-current. The portion of the fair value of an
interest rate derivative that is expected to be realised
within |2 months of the balance date is classified as
current, with the remaining portion of the derivative
classified as non-current.

The fair value of forward currency contracts are
calculated by reference to current forward exchange
rates for contracts with similar maturity profile.

Available for sale investments

Available for sale investments are non derivative
financial assets not classified as fair value through
profit and loss, loans and receivables, or held to
maturity financial assets. After initial recognition,
available for sale equity instruments are measured at
fair value with gains or losses being recognised as a
separate component of equity until the investment
is derecognised or until the investment is deemed

to be impaired, at which time the cumulative gain or
loss previously reported in equity is recognised in the
Comeprehensive Income Statement .

Fair values of instruments that are actively traded

in organised financial markets are determined by
reference to quoted market bid prices at the close of
business on the balance sheet date.

Goods and Services Tax

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.

Provisions and Employee Benefits

Provisions are recognised when the Group has

a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow
of resources embodying economic benefits will

be required to settle the obligation and a reliable
estimate can be made of the amount of the
obligation.

(xvi)

Provision is made for benefits accruing to employees
in respect of wages and salaries, annual leave, long
service leave and sick leave when it is probable that
settlement will be required and they are capable of
being measured reliably.

Provisions made in respect of employee benefits
including accumulating sick leave expected to be
settled within 12 months of the reporting date are
recognised in respect of employees’ services up

to the reporting date. They are measured at their
nominal values using the remuneration rate expected
at the time of settlement. Expenses for non-
accumulating sick leave are recognised when the leave
is taken and measured at the rates paid or payable.

Provisions made in respect of employee benefits that
are not expected to be settled within |2 months are
measured as the present value of the estimated future
cash outflows to be made by the Group in respect of
services provided by employees up to Balance Sheet
date.

Contributions to defined contribution superannuation
plans are expensed when incurred.

Goodwill and Intangibles

Goodwill

Goodwill acquired in a business combination is
initially measured at cost of the business combination
over the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent
liabilities.

Following initial recognition, goodwill is measured at
cost less any accumulated impairment losses.

For the purpose of impairment testing, goodwill
acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the combination, irrespective of whether other
assets or liabilities of the Group are assigned to those
units or group of units. Each unit or group of units

to which the goodwill is so allocated represents the
lowest level within the Group at which the goodwill is
monitored for internal management purposes.
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Impairment is determined by assessing the
recoverable amount of the cash-generating unit
(group of cash-generating units), to which goodwiill
relates. When the recoverable amount of the cash-
generating unit (group of cash-generating units) is
less than the carrying amount, an impairment loss is
recognised. When goodwill forms part of a cash-
generating unit (group of cash-generating units)
and an operation within that unit is disposed of, the
goodwill associated with the operation disposed of
is included in the carrying amount of the operation
when determining the gain or loss in disposal of the
operation. Goodwill disposed of in this manner is
measured based on the relative values of operation
disposed of and the portion of the cash-generating
unit retained.

Impairment losses recognised for goodwill are not
subsequently reversed.

Intangible assets

Intangible assets acquired separately or in a business
combination are initially measured at cost. The cost of
an intangible asset acquired in a business combination
is its fair value as at the date of acquisition. Following
initial recognition, intangible assets are carried at
cost less any accumulated amortisation and any
accumulated impairment losses. Internally generated
intangible assets, excluding capitalised development
costs, are not capitalised and expenditure is
recognised in profit or loss in the year in which the
expenditure is incurred.

The useful lives of intangible assets are assessed to
be either finite or infinite. Intangible assets with finite
lives are amortised over the useful life and tested

for impairment whenever there is indication that the
intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at
each financial year-end. Changes in the expected
useful life or the expected pattern of consumption
of future economic benefit embodied in the asset
are accounted for prospectively by changing the
amortisation period or method, as appropriate, which
is a change in accounting estimate. The amortisation
expense on intangible assets with finite lives is
recognised in profit or loss in the expense category
consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the
cash-generating unit level. Such intangibles are not
amortised. The useful life of an intangible asset with
an indefinite life is reviewed each reporting period

to determine whether indefinite life assessment
continues to be supportable. If not, the change

in useful life assessment from indefinite to finite is
accounted for as a change in accounting estimate and
is thus accounted for on a prospective basis.

Software costs have a finite useful life and are
amortised over a period of expected future benefit of
5 years on a straight line basis.

(xvii) Leases

Northpower Group entities lease certain plant

and equipment. The determination of whether

an arrangement is or contains a lease is based on
the substance of the arrangement and requires

an assessment of whether the fulfilment of the
arrangement is dependent on the use of a specific
asset or assets and the arrangement conveys a right
to use the asset. Operating lease payments, where
the lessors effectively retain substantially all the risks
and benefits of ownership of the lease items, are
included in the determination of the net surplus in
equal instalments over the period of the lease.

Finance leases, which transfer to the Group
substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the
inception of the lease at the fair value of the leased
asset or, if lower, at the present value of the minimum
lease payments. Lease payments are apportioned
between the finance charges and reduction of the
lease liability so as to achieve a constant rate of
interest on the remaining balance of the liability.
Finance charges are recognised as an expense in the
Comprehensive Income Statement.

Capitalised leased assets are depreciated over the
shorter of the estimated useful life of the asset and
the lease term if there is no reasonable certainty that
the Group will obtain ownership by the end of the
lease term.
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Statement of accounting policies

Provision for onerous lease

Provision for onerous contracts are obligations

that have arisen under non-cancellable leases

for properties not occupied. The provisions are
recognised as the net of expected rental expense and
expected rental income

(xviii)Borrowings

(xix)

All loans and borrowings are initially recognised at the
fair value of the consideration received less directly
attributable transaction costs.

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised
cost using the effective interest method. Fee paid

on the establishment of loan facilities that are yield
related are included as part of the carrying amount of
the loans and borrowings.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months after
the Balance Sheet date.

Borrowing Costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially
ready for their intended use or sale. Investment
income earned on the temporary investment of
specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

(xx) Cash Flow Statement

Cash and cash equivalents comprise cash balances on
hand, held in bank accounts, demand deposits and
other highly liquid investments in which the Group
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
the Group and those activities relating to the cost
of servicing the Group’s equity capital, excluding
interest
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(xxi) Standards and Interpretations
that have been recently issued or amended but are not yet effective have not been adopted by the Group for the annual
reporting period ending 3| March 2010. These are outlined in the table below.

Reference | Title Summary Application | Impact Application
date of on Group date for
standard* financial Group#*

statements

NZ IFRS 3 Business The revised Standard introduces a number | July 2009 Impact has not | | April 2010

(Revised) Combinations | of changes to the accounting for business been assessed

combinations, the most significant of which includes
the requirement to have to expense transaction
costs and a choice (for each business combination
entered into) to measure a non-controlling interest
(formerly a minority interest) in the acquire

either at its fair value or at its proportionate
interest in the acquiree’s net assets. This choice will
effectively result in recognising goodwill relating

to 100% of the business (applying the fair value
option) or recognising goodwill relating to the
percentage interest acquired. The changes apply
prospectively.

NZ IAS 27 | Consolidated | There are a number of changes arising from | July 2009 Impact has not | | April 2010
(Revised) and Separate | the revision to NZ IAS 27 relating to changes in been assessed

Financial ownership interest in a subsidiary without loss of

Statements control, allocation of losses of a subsidiary and

accounting for the loss of control of a subsidiary.
Specifically in relation to a change in the ownership
interest of a subsidiary (that does not result in loss
of control) — such a transaction will be accounted
for as an equity transaction.

NZ IAS 9 Financial This standard is part of the IASB’s project to | January 2013 | Impact has not | | April 2013
Instruments replace IAS 39 been assessed
Financial Instruments: Recognition and
Measurement. The standard applies to financial
assets, their classification and measurement.

All financial assets are required to be classified
on the basis of the entity’s business model for
managing the financial assets and the contractual
cash flow characteristics of the financial asset.
Financial assets are initially measured at

fair value plus, in the case of a financial asset
not at fair value through profit or loss, particular
transaction costs and subsequently measured at
amortised cost or fair value.

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year except as follows:

The group has adopted the following new and amended New Zealand equivalents to International Financial Reporting
Standards and interpretations as of | April 2009.

* NZIFRS 7 Financial Instruments: Disclosures effective | April 2009

*  NZIAS | Presentation of Financial Statements (revised) effective | April 2009

*  NZIAS 23 Borrowing Costs (revised) effective | April 2009
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NZ IFRS 7 Financial Instruments: Disclosures

The amended standard requires additional disclosure about fair value measurement and liquidity risk. Fair value
measurements related to all financial instruments recognised and measured at fair value are to be disclosed by source

of inputs using a three level fair value hierarchy, by class. In addition, a reconciliation between the beginning and ending
balance for level 3 fair value measurements is now required, as well as significant transfers between levels in the fair
value hierarchy. The amendments also clarify the requirements for liquidity risk disclosures with respect to derivative
transactions and assets used for liquidity management. The fair value measurement disclosures are presented in the
Financial risk management objectives and policies note. The liquidity risk disclosures are not significantly impacted by the
amendments and are also presented in the Financial risk management objectives and policies note.

NZ IAS | Presentation of Financial Statements (revised)

The revised standard separates owner and non-owner changes in equity. The statement of changes in equity includes
only details of transactions with owners, with non-owner changes in equity presented in a reconciliation of each
component of equity and included in the new comprehensive income statement. The comprehensive income statement
presents all items of recognised income and expense, either in one single statement, or in two linked statements. The
Group has elected to present one statement.

NZ IAS 23 Borrowing Costs (revised)

The revised NZ IAS 23 requires capitalisation of borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset. The Group’s previous policy was to expense borrowing costs as they
were incurred. In accordance with the transitional provisions of the revised NZ IAS 23, the Group has adopted the
standard on a prospective basis. Therefore, borrowing costs are capitalised on qualifying assets with a commencement
date on or after | April 2009.

Fair value hierarchy disclosures
For those instruments recognised at fair value on the statement of financial position, fair values are determined
according to the following hierarchy:

I. Quoted market price — Financial instruments with quoted prices for identical instruments in active markets.

2. Valuation technique using observable inputs — Financial instruments with quoted prices for similar instruments in
active markets or quoted prices for identical or similar instruments in inactive markets and financial instruments
valued using models where all significant inputs are observable.

3. Valuation techniques with significant non-observable inputs — Financial instruments valued using models where one

or more significant inputs are not observable.

The following table analyses the basis of the valuation of classes of financial instruments measured at fair value on the
statement of financial position:



FINANCIALS

Statement of accounting policies

31 March 2010
Group

Financial Assets

Derivative instruments
Foreign exchange contracts
Interest rate swaps

Available for sale investments

Financial Liabilities
Derivative instruments
Foreign exchange contracts

Interest rate swaps

Parent

Financial Assets

Derivative instruments
Foreign exchange contracts
Interest rate swaps

Available for sale investments

Financial Liabilities
Derivative instruments
Foreign exchange contracts

Interest rate swaps

Valuation Technique

Quoted Market
Price

Observable
inputs

Significant
Non-observable
inputs

$000’s

$000’s

$000’s

50
576

626

(116)
(349)

(465)

50
576

626

(116)
(349)

(465)
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Financial risk management objectives and policies

The Group’s principal financial instruments comprise trade
& other receivables, trade & other payables, borrowings,
available for sale investments, interest rate swaps, forward
exchange contracts and cash & cash equivalents.

The Group manages its exposure to key financial risks,
including interest rate and currency risk in accordance with
the Group’s financial risk management policy. The objective
of the policy is to support the delivery of the Group’s
financial targets whilst protecting future financial security.

The Group enters into forward exchange currency
contracts to manage currency risks arising form the Group’s
operations. The Group uses different methods to measure
and manage different types of risks to which it is exposed.
These include monitoring levels of exposure to interest
rate and foreign exchange risk and assessments of market
forecasts for interest rate, foreign exchange and commodity
prices. Ageing analysis and monitoring of specific credit
allowances are undertaken to manage credit risk, liquidity risk
is monitored through the development of future rolling cash
flow forecasts.

The Board reviews and agrees policies for managing each

of these risks as summarised below, including the setting of
limits for hedging cover of foreign currency and interest risk,
credit allowances and future cash flow forecast projections.

Credit Risk:

Credit risk is the risk that a third party will default on its
contractual obligation resulting in financial loss to the Group.

Financial instruments which potentially subject the Group to
credit risk principally consist of cash and bank balances, short
term deposits and accounts receivable. Northpower does
not generally require collateral from customers.

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

The Group trades only with recognised, creditworthy third
parties. In addition, receivable balances are monitored on an
ongoing basis with the result that the Group’s exposure to
bad debts is not significant.

There is no significant concentration of credit risk. The
maximum amount of credit risk for each class is the carrying
amount in the Balance Sheet.

The carrying amount of receivables that are past due, but
not impaired, is $2,127,000 (2009 — $2,861,000) Details of
ageing and impairment of trade receivables are in note 4.

Liquidity Risk

Liquidity risk is the risk that the Institute and group will
encounter difficulty raising liquid funds to meet commitments
as they fall due. Prudent liquidity risk management implies
maintaining sufficient cash, the availability of funding through
an adequate amount of committed credit facilities, and the
ability to close out market positions. Flexibility in funding is
maintained by keeping committed credit lines available.

The Group has a maximum amount that can be drawn down
against its lending facilities of $60,000,000. There are no
restrictions on the use of the facilities.

The group also has in place credit card facilities with a
combined credit limits over all cards issued of NZD$450,000
for New Zealand credit cards and AUD$60,000 for
Australian cards.

The Group manages liquidity risk by continuously monitoring
forecast and actual cash flow requirements and matching the
maturity profiles of financial assets and liabilities.

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of bank
overdrafts and bank loans.

Fair Values:

The fair value of all financial instruments approximate the
carrying value recorded in the Balance Sheet.
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Contractual maturity analysis of financial assets and liabilities, excluding derivatives

The table below analyses financial liabilities (excluding derivatives) into relevant maturity groupings based on the remaining
period at the balance date to the contractual maturity date. Future interest payments on floating rate debt are based on the
floating rate on the instrument at the balance date. The amounts disclosed are the contractual undiscounted cash flows.

Group 2010 2009
< 6 Months 612 -2 2-5 <6 612 -2 2-5
Months Years Years Months Months Years Years
Trade and Other Payable 18,608 - - - 17,954 - - -
Finance Leases Payable 1,525 - - 7,043 |,100 - - 7,567
Interest Bearing Loans 31,617 - - 20,000 38,804 - - -
Parent 2010 2009
< 6 Months 612 -2 2 -5 <6 612 -2 2-5
Months Years Years Months Months Years Years
Trade and Other Payable 16,993 - - - 14,484 - - -
Finance Leases Payable 0 - - - - - - -
Interest Bearing Loans 28,329 - - 20,000 35,763 - - -

Contractual maturity analysis of derivative financial assets and liabilities

The table below analyses derivative financial instrument liabilities into those that are settled net and those that will be settled
on a gross basis into their relevant maturity groupings based on the remaining period at the balance date to the contractual
maturity date. The amounts disclosed are the contractual undiscounted cash flows.

Group 2010 2009
< 6 Months 6—12 | -2 2 -5 <é 6—12 -2 2-5
Months Years Years Months Months Years Years
Derivatives (234,939) | (119,411) (30,986) 94,972 - - - -
Group 2010 2009
< 6 Months 6—12 | -2 2 -5 <6 6—12 -2 2-5
Months Years Years Months Months Years Years
Derivatives (234,939) | (119,411) (30,986) 94,972 - - - -

Maturity analysis of financial liabilities based on management’s expectation.

The risk implied from the values shown in the table above, reflects managements expectation of cash outflows. Leasing
obligations, trade payables and other financial liabilities mainly originate from the financing of assets used in our ongoing
operations To monitor existing financial assets and liabilities as well as to enable an effective controlling of future risks,
Northpower has established comprehensive risk reporting covering its business units that reflects expectations of
management of expected settlement of financial assets and liabilities.
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Market risks

a) Price Risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of changes in
market prices.

The group has no material exposure to price risk, other than interest rate risk and foreign currency risk.

b) Foreign Currency Risk:
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes in foreign
exchange rates.

As a result of investment operations in Australia, the Group’s balance sheet can be affected significantly by movements in the
exchange rates. The Group seeks to mitigate the effect of its foreign currency exposure by borrowing in Australian dollars.

The Group also has transactional currency exposures. Such exposure arises from sales or purchases by an operating entity in
currencies other than the functional currency. Details of the Group’s forward exchange contracts are disclosed in note: 17.

At balance date the principal or contract amounts of foreign currency forward exchange contracts in $NZD are:

Group Parent
2010 2009 2010 2009
$000 $000 $000 $000
Foreign currency forward exchange contracts 631 - 631 -

At balance date the Parent has Australian borrowings of A$1 1,475,000 (2009:A$5,375,000) held in foreign
currency bank accounts that are not hedged.

At 31 March 2010, the Group had the following exposure to $AUD:

Group Parent
2010 2009 2010 2009
$000 $000 $000 $000
Financial Assets
Cash and cash equivalents - 113 - -
Trade and other receivables 4,787 2,378 - -
4,787 2,502 - -
Financial Liabilities
Trade and other payables 1,898 2,867 - -
Interest bearing loans and borrowings 20,615 3,422 11,475 5,375
22,513 6,289 11,475 5,375
Net Exposure 17,726 3,787 11,475 5,375
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The following sensitivity analysis is based on the foreign currency risk exposures in existence at the balance sheet date:

At 31 March 2010, had the New Zealand Dollar moved, as illustrated in the table below with all other variables held
constant, post tax profit and equity would have been affected as follows:

Post Tax Profit Equity
Higher/(Lower) Higher/(Lower)
2010 2009 2010 2009
$000 $000 $000 $000
Group
NZD Strengthen +5% (274) - 19 996
NZD Weaken -10% (121 - (1,144) (2,325)
Parent
NZD Strengthen +5% 683 - 683 303
NZD Weaken -10% (1,593) - (1,593) (707)

c) 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.
The Group constantly analyses its interest rate exposure. Within this analysis consideration is given to potential renewals of
existing positions, alternative financing, hedging positions and the mix of fixed and variable interest rates.

The Group manages its cost of borrowing by limiting the ratio of fixed to floating rate cover held. The Group uses interest
rate swaps to manage this.

At balance date the principal or contract amounts of interest rate swaps outstanding are:

Group Parent
2010 2009 2010 2009
$000 $000 $000 $000
Interest rate swaps 20,000 - 20,000 -

The following sensitivity analysis is based on the interest rate risk exposures in existence at the balance sheet date:

At 31 March 2010, if interest rates had moved as illustrated in the table below with all other variables held constant, post
tax profit and equity would have been affected as follows:

Post Tax Profit Equity
Higher/(Lower) Higher/(Lower)
2010 2009 2010 2009
$000 $000 $000 $000
Group
+1% (100 basis points) (645) (396) (645) (396)
-0.5% (50 basis points) 322 198 322 198
Parent
+1% (100 basis points) (612) (297) 612) (297)
-0.5% (50 basis points) 306 149 306 149

Based on the above table the movement in profit is due mainly to the higher/lower interest costs from variable rate debt
along with the result of fair value change in interest rate swaps which are not hedged. There would be no effect on other
components of equity.
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Critical accounting judgements and key sources of

estimation uncertainty

Critical Accounting Estimates and Assumptions

In the process of applying the entity’s accounting policies,
which are described in Statement of Accounting Policy,
management has made the following judgments that have
the most significant effect on the amounts recognised in the
Financial Statements (apart from those involving estimations,
which are dealt with below).

Revenue recognition

Part of the network charges are based on normalisation,
where consumption is estimated to the end of the billing
period based in historical actual meter readings. Occasionally
the meter reading history data is not consistent and
subsequent adjustments are made to customers’ accounts,
where further charges are applied or refund given. These
adjustment amounts are not significant compared with total
network revenue.

Key Sources of Estimation Uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at Balance Sheet date, that
have a significant risk of causing a material adjustment to

the carrying amounts of assets and liabilities within the next
financial year, are discussed below.

Construction Contracts

The Group recognised revenue from construction contracts
by applying percentage of completion method. Percentage of
completion is determined using the cost incurred compared
to the total cost estimated for the completion of the
contract.

Impairment of goodwill

The Group determines whether goodwill and intangibles with
indefinite useful lives are impaired at least on an annual basis.
This requires an estimation of the recoverable amount of the
cash-generating units, using a value in use discounted cash
flow methodology, to which the goodwill and intangibles with
indefinite useful lives are allocated. The assumptions used

in this estimation of recoverable amount and the carrying
amount of goodwill and intangibles with indefinite useful lives
including a sensitivity analysis are discussed in note 8.

Allowance for impairment loss on trade receivables
Northpower maintains a provision for estimated losses
expected to arise from customers being unable to make
required payments. This provision takes into account known
commercial factors impacting specific customer accounts,

as well as the overall profile of Northpower’s debtors’
portfolio. In assessing the provision, factors such as past
collection history, the age of receivable balances, the level

of activity in customer accounts, as well as general macro-
economic trends, are taken into account. Changes to market
conditions or assumptions made in the estimation of carrying
value of trade receivables.

Estimation of useful lives of assets

The estimation of useful lives of assets has been based on
historical experience as well as manufacturers’ warranties for
plant and equipment (for plant and equipment), lease terms
(for leased equipment) and turnover policies (for motor
vehicles). In addition, the condition of the assets is assessed
at least once per year and considered against the remaining
useful life. Adjustments to useful life are made when
considered necessary.

Long service leave and retirement leave provision
Entitlements that are payable beyond 12 months, such as
long service leave and retirement leave, have been calculated
on an actuarial basis. The calculations are based on the

likely future entitlements based on years of service, years

to entitlement, attrition rates, and contractual entitlements
information; and the present value of the estimated future
cash flows. Changes to the assumptions made in the
calculation of the long service leave will result in changes to
the carrying value of the provision.

Revaluation of assets

Network distribution and generation assets along with Land
and buildings which are held as property, plant and equipment
are valued by an independent valuer when required. The

fair value of the Groups land and buildings are based on
market values being the estimated amount for which land and
buildings could be exchanged between a willing buyer and a
willing seller in an arms length transaction. Changes to market
conditions or assumptions made in the estimation of fair
value will result in changes to the fair value of the land and
buildings. Network distribution and generation asset values
are determined by using a discounted cash flow methodology.
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GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
| Revenue
Line Charges 49,044 45,053 49,044 45,053
Line Contributions 2,231 2,517 2,231 2,517
Contracting Work 154,349 141,379 131,375 125,308
Interest Income 96 302 96 302
Income from Farming 341 370 341 370
206,06 189,621 183,087 173,550
2 Other Expenses

Changes in fair value of Contract For Differences - 46 - 46
Loss on foreign exchange contracts 116 - 116 -

Auditors Remuneration
- Auditing Financial Statements 148 149 102 100
- Auditing Disclosure Regulations 26 28 26 28
- Auditing IFRS adoption - I3 - I3
Bad Debts Written Off 37 142 37 142
Directors’ Fees 320 323 305 305
Rental and Operating Lease Costs 4,124 3,004 3,735 2,780
Research and Development I5 87 I5 87
Loss/(Gains) on Sale of Assets (12) (28) 2 (28)
4,774 3,764 4,338 3,473




FINANCIALS
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GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
3 Taxation
Profit/ (loss) before Taxation Per Income 7,607 11,382 12,156 14,385
Statement
Prima Facie Taxation @ 30% 2,282 3,415 3,647 4316
Plus/(Less) Tax Effect of:
Non Taxable Income 718 (57) (647) (958)
Prior Period Adjustment 668 (172) 668 (172)
$3,668 $3,186 $3,668 $3,186
The Taxation Charge is Represented by:
Current Taxation 4,136 2,302 4,136 2,302
Deferred Taxation (453) 733 (453) 733
Prior Period Adjustment (15) 151 (15) 151
$3,668 $3,186 $3,668 $3,186
Imputation Credit Account:
Opening Balance 23,889 22,779 23,889 22,779
Imputation Credits Attaching to
Dividends Paid in the Year (2,053) (2,047) (2,053) (2,047)
Income Tax Payments During Year 2,598 3,157 2,598 3,157
Imputation Credits Attaching to
Dividends Received in the Year - - - -
$24,434 $23,889 $24,434 $23,889
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Recognised deferred tax assets and liabilities

Group

Balance as at | April 2009

Charged to Income

Charged to equity

Balance as at 3| March 2010

Parent

Balance as at | April 2009

Charged to Income

Charged to equity

Balance as at 3| March 2010

Group
Balance as at | April 2008

Charged to Income

Charged to equity

Balance as at 3| March 2009

Parent

Balance as at | April 2008

Charged to Income

Charged to equity

Balance as at 3| March 2009

Property plant Financial Employee Other Total
& equipment Instruments entitlements provisions

$000’s $000’s $000’s $000’s $000’s

(53,211) (84) 1,561 (2,112) (53,846)

(284) 125 2 610 453

(72) - - ) (76)

(53,567) 41 1,563 (1,506) (53,469)

(53,213) (82) 1,561 (2,112) (53,846)

(284) 125 2 610 453

(72) - - ) (76)

(53,569) 43 1,563 (1,506) (53,469)

(53,028) (173) 1,358 (1,440) (53,283)

(264) - 203 (672) (733)

8l 89 - - 170

(53,211) (84) 1,561 (2,112) (53,846)

(53,030) (171) 1,358 (1,440) (53,283)

(264) - 203 (672) (733)

8l 89 - - 170

(53,213) (82) 1,561 (2,112) (53,846)




FINANCIALS

Notes to and forming part of the financial statements

Current Asset - Cash and cash equivalents
Bank

Cash

Cash and cash equivalents comprise: cash held by the Group
and short-term bank deposits with an original maturity of
three months or less. The carrying amount of these assets
equate the fair value.

Current Assets - Trade and other receivables
Gross trade receivables

Less Provision for
Impairment

Other receivables

GROUP PARENT
2010 2009 2010 2009
$000's $000’s $000's $000's
18 625 I8 488

3 2 3 2

121 627 121 490
30,653 30,969 25,298 28,271
(50) (150) (50) (150)

- 363 - -
30,603 31,182 25,248 28,121

Due to the short term nature of these receivables the carrying value of receivables approximates their fair value.

The maximum exposure to credit risk is the fair value of receivables. Collateral is not held as security, nor is it the Group’s policy
to transfer (on-sell) receivables to special purpose entities.

As at 31 March 2010 the ageing analysis of trade receivables is as follows:

2010 2009
Parent Gross | Impairment Net Gross | Impairment Net
0 - 30 days 21,868 - 21,868 21,903 - 21,903
31 - 60 days 801 - 801 2,151 - 2,151
61 - 90 days 728 - 728 1,206 - 1,206
91 days plus 1,901 (50) 1,851 3,001 (150) 2,861
25,298 (50) 25,248 28,271 (150) 28,121
Group
0 - 30 days 23,571 - 23,571 24,552 - 24,552
31 - 60 days 3,338 - 3,338 2,563 - 2,563
61 -90 days 1,567 - 1,567 1,206 - 1,206
91 days plus 2,177 (50) 2,127 3,011 (150) 2,861
30,653 (50) 30,603 31,332 (150) 31,182
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4 (continued)

The provision for impairment has been calculated based on expected losses for Northpower’s pool of debtors.
Expected losses have been determined by review of specific debtors.

recoaes o 2 omsy ! GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
Balance at | April 150 150 150 150
Additional provisions made during the year = - o -
Receivables written off during the year (100) - (100) -
Balance at 31 March 50 150 50 150

5 Construction Contracts

Customer receipts (45,952) (52,651) (38,194) (37,271)
Aggregate of costs incurred 39,602 47,928 31,290 36,560
Recognised profits (less recognised losses) to date 15,090 14,596 13,548 10,061
8,740 9,873 6,644 9,350
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Notes to and forming part of the financial statements

Available for sale investments

At fair value
Unlisted shares

Fonterra Co-operative Group Limited

Ravensdown Fertiliser Co-operative Limited

GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
549 570 549 570
27 25 27 25
576 595 576 595

The investments consists of 121,352 (2009: 127,581) Fonterra Co-operative shares and 26,854 (2009: 25,374)

Ravensdown Fertiliser Co-operative Limited shares.

The shares held as investments are un-listed. Fair value is provided by Fonterra Co-operative Group Ltd and Ravensdown Fertiliser

Co-operative Ltd.

Investment in Subsidiaries

Debentures
Advances to subsidiaries

Shares in Subsidiaries (Unlisted) - at cost

Subsidiary

West Coast Energy Pty Ltd

Northpower Western Australia Pty Ltd

PARENT
2010 2009
$’000 $°000
19,410 -
689 2,444
3,781 3,781
23,880 6,225
Interest Interest
Balance held at held at
Principal Country of Sheet 31 March 31 March
Activity Incorporation Date 2010 2009
Electricity contracting Australia 31 March 100% 100%
Intermediate Australia 31 March 100% 100%

holding company
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8 Intangible Assets
GROUP
Goodwill | Softwares Total
$000’s $000’s $000’s
0) Cost
At | April 2009 4,352 3,783 8,135
Addition - 497 497
Disposal - - -
Foreign Exchange Differences 137 - 137
At 3| March 2010 4,489 4,280 8,769
Accumulated Amortisation
At | April 2009 - 2,769 2,769
Amortisation for the year - 352 352
Disposal - - -
Foreign Exchange Differences - - -
At 3| March 2010 - 3,121 3,121
Net carrying amount at 31 March 2010 4,489 |,159 5,648
Cost
At | April 2008 4,261 3,388 7,649
Addition - 395 395
Disposal - - -
Foreign Exchange Differences 91 - 91
At 3| March 2009 4,352 3,783 8,135
Accumulated Amortisation
At | April 2008 - 2,374 2,374
Amortisation for the year - 395 395
Disposal - - -
Foreign Exchange Differences - - -
At 3| March 2009 - 2,769 2,769
Net carrying amount at 31 March 2009 4,352 1,014 5,366
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8 (continued) PARENT

Goodwill Softwares Total
$000’s $000’s $000’s

Cost
At | April 2009 2,377 3,782 6,159
Addition - 498 498
Disposal - - -
At 31 March 2010 2,377 4,280 6,657

Accumulated Amortisation

At | April 2009 - 2,769 2,769
Amortisation for the year - 352 352
Disposal - -
At 31 March 2010 - 3,121 3,121
Net carrying amount at 31 March 2010 2,377 [,159 3,536
Cost

At | April 2008 2,377 3,388 5,765
Addition - 394 394
Disposal - - -
At 31 March 2009 2,377 3,782 6,159

Accumulated Amortisation

At | April 2008 - 2,374 2,374
Amortisation for the year - 395 395
Disposal - - -
At 31 March 2009 - 2,769 2,769

Net carrying amount at 31 March 2009 2,377 [,013 3,390
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8 (continued)

Intangible Assets

Allocation of goodwill to cash generating units

Gooduwill is allocated to the group’s cash generating units, being the smallest identifiable group of assets that
generates cash inflows that are largely independent of the cash inflows from other groups of assets. Goodwill
acquired through business combinations has been allocated to two cash generating units (‘CGU’s’) for impairment
testing as follows:

Western Australia - The recoverable amount has been determined based on a value in use calculation
using cash flow projections based on financial forecasts approved by senior management covering a
5 year period. The pre-tax discount rate applied to cash flow projections is 15% (2009: 20%).

Central Contracting - is Northpower’s central North Island contracting area. The recoverable amount
has been determined based on a value in use calculation using cash flow projections based on financial forecasts
approved by senior management covering a 5 year period. The pre-tax discount rate applied to cash flow
projections is 20% (2009: 20%).

The directors have considered the variability of the key assumptions underlining the carrying amounts for the
intangible assets set out above. The Directors believe that the range of reasonable variability would not cause
a material change in these carrying amounts.

(i) Carrying Amount of goodwill allocated to each group of cash generating units
GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
Western Australia 2,112 1,975 - -
Regional Contracting 877 877 877 877
Central Contracting 1,500 1,500 1,500 1,500
4,489 4,352 2,377 2,377
(i) The calculation of value in use in calculations for cash generating units

The calculation of value in use in calculations for all CGU’s are most sensitive to the following assumptions:
Gross Margins
Discount Rates

Growth Rates

Gross margins are based on the current years actual performance.
Discount rates are based on Northpower’s internal return on investment hurdle rate.

For modelling purposes, a growth rate of 2.5% (2009: 2.5 to 3%) has been used for all CGUs.



FINANCIALS

Notes to and forming part of the financial statements

9 Property, Plant and Equipment

Freehold Freehold Building| Distribution Plant & Motor

Group Land Buildings | Infrastructure System Fibre | Generation | Equipment Vehicles Total

$000’s $000’s $000’s $000’s $000’s $000’s $000’s $000’s $000’s
Cost or fair value
At | April 2009 18,108 14,471 1,346 232,145 2,251 11,922 21,033 43,859 345,135
Addition 87 317 933 10,552 1,054 227 3,691 8,475 25,336
Acquisitions through trade
purchase - - - - - - - - -
Transfers - - 16 - - - (30) - (14)
Revaluation adjustment (2,450) (863) - (16,062) - - - - (19,375)
Disposal - (10) (12) - - - (176) (2,367) (2,565)
Foreign exchange
differences - - 6 - - - 77 714 797
At 31 March 2010 15,745 13,915 2,289 226,635 3,305 12,149 24,595 50,681 349,314
Accumulated
Depreciation
At | April 2009 - 325 144 10,827 49 4,495 1,126 15,235 42,201
Depreciation Charge for
the Year - 350 99 5811 115 634 2,463 4,939 14,411
Transfers - - I3 - - - (13) - -
Revaluation adjustment - (448) - (16,638) - - - - (17,086)
Disposal - (2) (3) - - - (11e) (1,858) (1,979)
Foreign exchange
differences - - - - - 14 64 78
At 31 March 2010 - 225 253 - 164 5,129 13,474 18,380 37,625
Net carrying amount
at 31 March 2010 15,745 13,690 2,036 226,635 3,141 7,020 11,121 32,301 311,689
Cost or fair value
At | April 2008 19,068 14,411 - 219,928 891 11,503 18,814 33,949 318,564
Addition - 1,230 358 12,217 1,360 419 2,718 11,167 29,469
Acquisitions through trade
purchase - - - - - - 637 168 805
Transfers (960) (1,160) 988 - - - (973) - (2,105)
Revaluation adjustment - - - - - - 3) - (3)
Disposal - (10) - - - - (160) (1,425) (1,595)
At 31 March 2009 18,108 14,47 | 1,346 232,145 2,251 11,922 21,033 43,859 345,135
Accumulated
Depreciation
At | April 2008 - 4 - 5,264 2 3,847 9,234 12,429 30,780
Depreciation Charge for
the Year - 348 64 5,563 47 648 2,121 3,934 12,725
Transfers - (27) 80 - - - (95) - (42)
Revaluation adjustment - - - - - - 3) - (3)
Disposal - - - - - - (131) (1,128) (1,259)
At 31 March 2009 - 325 144 10,827 49 4,495 1,126 15,235 42,201
Net carrying amount
at 31 March 2009 18,108 14,146 1,202 221,318 2,202 7,427 9,907 28,624 302,934
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9 Property, Plant and Equipment (continued)

Freehold Freehold Building| Distribution Plant & Motor

Parent Land Buildings |Infrastructure System Fibre | Generation | Equipment Vehicles Total
$000’s $000’s $000’s $000’s $000’s $000’s $000’s $000’s $000’s

Cost or fair value
At | April 2009 18,108 14,471 1,346 232,145 2,251 11,922 19,833 33,518 333,594
Addition 87 317 909 10,552 1,054 227 2,065 594 15,805
Acquisitions through
trade purchase - - - - - - - - -
Transfers - - - - - - (14) - (14)
Revaluation adjustment (2,450) (863) - (16,062) - - - - (19,375)
Disposal - (10) (12) - - - (176) (2,367) (2,565)
At 31 March 2010 15,745 13,915 2,243 226,635 3,305 12,149 21,708 31,745 327,445
Accumulated
Depreciation
At | April 2009 - 325 144 10,827 49 4,495 10,923 14,309 41,072
Depreciation Charge for
the Year - 350 86 5811 15 634 2,063 3,090 12,149
Transfers - - - - - - - - -
Revaluation adjustment - (448) - (16,638) - - - - (17,086)
Disposal - 2) 3) - - - (116) (1,858) (1,979)
At 31 March 2010 - 225 227 - |64 5,129 12,870 15,541 34,156
Net carrying amount
at 31 March 2010 15,745 13,690 2,016 226,635 3,141 7,020 8,838 16,204 293,289
Cost or fair value
At | April 2008 19,068 15,005 - 219,928 891 11,503 18,540 30,689 315,624
Addition - 1,230 358 12,217 1,360 419 1,792 4,086 21,462
Acquisitions through
trade purchase - - - - - - 637 168 805
Transfers (960) (1,754) 988 - - - (973) - (2,699)
Revaluation adjustment - - - - - - (3) - (3)
Disposal - (10) - - - - (160) (1,425) (1,595)
At 31 March 2009 18,108 14,471 1,346 232,145 2,251 11,922 19,833 33,518 333,594
Accumulated
Depreciation
At | April 2008 - 597 - 5,264 2 3,847 9,175 12,204 31,089
Depreciation Charge for
the Year - 348 64 5,563 47 648 1,977 3,233 11,880
Transfers - (620) 80 - - - (95) - (635)
Revaluation adjustment - - - - - - 3) - (3)
Disposal - - - - - - (131 (1,128) (1,259)
At 31 March 2009 - 325 144 10,827 49 4,495 10,923 14,309 41,072
Net carrying amount
at 31 March 2009 18,108 14,146 1,202 221,318 2,202 7,427 8,910 19,209 292,522

Revaluation of distribution system

The Group engages PriceWaterhouseCoopers, an independant registered valuer, to determine the fair value of its distribution assets.
A discounted Cash Flow methodology has been adopted to estimate fair value as at 3|1 March 2010.

The key assumptions used include the forecast of future line charges, volumes, projected operational and capital expenditures and discount rate.
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Property, Plant and Equipment (continued)

Revaluation of Land and Buildings

The Group engages Telfer Young (Northland), a registered independent valuer, to determine the fair value of its land and buildings.

Fair value is determined by direct reference to recent market transactions on arms length terms. Fair value is assessed with reference
to the “highest & best use” being defined as “the most probable use of an asset that is physically possible, appropriately justified, legally

permissible, financially feasible and results in the highest value”. The effective date of the revaluation was 31 March 2010.

The carrying value that would have been recognised had the following revalued assets been carried under the cost model would be as

follows:
2010 2009
Freehold Freehold | Distribution Freehold Freehold | Distribution
Land Buildings System Land Buildings System
Group
Cost 13,173 13,706 207,489 13,086 13,398 196,992
Accumulated Depreciation and impairment - 1,195 30,942 - 872 25,672
Net carrying amount 13,173 12,511 176,547 13,086 12,526 171,320
Parent
Cost 13,173 13,706 207,489 13,086 13,398 196,992
Accumulated Depreciation and impairment - 1,195 30,942 - 872 25,672
Net carrying amount 13,173 12,511 176,547 13,086 12,526 171,320
GROUP PARENT
Investment Property 2010 2009 2010 2009
$000’s $000’s $000’s $000’s
Opening Balance as at | April 1,550 - 1,550 -
Transfers - 2,057 - 2,057
Net gain/(loss) from fair value adjustments (400) (507) (400) (507)
Closing balance as at 31 March I,150 1,550 1,150 1,550

Investment properties are carried at fair value, which has been determined based on valuations performed by Telfer Young

as at 31 March 2010. Nigel Kenny, who is an independent, registered valuer, is an industry specialist in valuing these

types of investment properties.

The fair value represents the amount at which the assets could be exchanged between a knowledgeable willing
buyer and a knowledgeable willing seller in an arms length transaction as at the date of valuation.
Fair value is determined by direct reference to recent market transactions at arms length terms using the investment approach

comparing rental amd sales evidence of other similar properties. This approach involves capitalising the net market income

at an appropriate market derived rate of return to reflect the use, demand and risk associated with this property.
The effective date of the revaluation was 4th March 2010.
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Il Borrowings

GROUP PARENT
Maturity 2010 2009 2010 2009
$000’s $000’s $000’s $000’s
Current

Bank overdrafts On demand 28 - - -
Unsecured loans 30-270 days 31,589 38,804 28,329 35,763
Hire purchase liability 1,525 |,100 - -
Total current portion 33,142 39,904 28,329 35,763

Non Current
Hire purchase liability 7,043 7,567 - -
Unsecured loans Within 2 yrs 4,000 - 4,000 -
Within 2 and 3 yrs 8,000 - 8,000 -
Within 3 and 4 yrs 8,000 - 8,000 -
Total non-current portion 27,043 7,567 20,000 -

(a)  Fair Values

The carrying amount of borrowings repayable within one year approximate their fair value.
(b)  Terms and Conditions

Bank overdrafts and loans

The Group operates an unsecured overderaft facility at floating interest rates and is due on demand. The short
term loans mature between 30-270 days.

Interest rates paid on $NZD borrowings averaged 3.99% (2009 4.93%). Interest rates paid on $AUD
borrowings averaged 5.28% (2009 8.10%)

(c)  Financing Facilities Available

The group operates a $60,000,000 lending facility with advances being a combination of NZD$33,480,000 &
AUD$ I 1,475,000.

The Group also has a AUD$250,000 overdraft facility and AUD$60,000 credit card facility used by it’s
Australian subsidiary.

(d)  Assets Pledged as Security

All loans are unsecured, no assets were pledged as security as at 31 March 2010 (2009 Nil).
Security held by the bank is in the form of a Negative pledge deed, where an undertaking has been given that
certain actions will not be undertaken and key financial ratios will be maintained.

(e)  Set-off Assets and Liabilities

The Group has established a legal right of set off with a bank enabling it to set off certain deposits with that
bank against an overdraft.

(f)  Interest rate risk

Refer to the Financial Risk Management Objectives and Policies.
(g)  Debt to Equity ratio

The groups debt to equity ratio is 0.61 (2009 0.56)
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Il (continued)

Analysis of finance leases GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
Minimum lease payments payable:
Not later than one year 2,245 1,964 - -
Later than one year and not later than five years 7,802 8,849 - -

Later than five years - - R

Total minimum lease payments 10,047 10,813 - -
Future finance charges (1,479) (2,145) - -
Present value of minimum lease payments 8,568 8,668 - -

Present value of minimum lease payments payable:
Not later than one year 1,525 1,100 - -
Later than one year and not later than five years 7,043 7,568 - -

Later than five years - B R

Total present value of minimum lease payments 8,568 8,668 - -

The Group has entered into finance leases for Motor Vehicles and the net carrying amount of these assets at balance

date are $8,567,503 (2009: $8,667,725). The leases can be renewed at the Groups option, with rents set by reference to current
market rates for items of equivalent age and condition. The Group has the option to purchase the asset at the end of the lease term.
There are no restrictions placed on the Group by any of the finance leasing arrangements.
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GROUP PARENT
12 Trade and other payables 2010 2009 2010 2009
$000’s $000’s $000’s $000’s
Trade Payables (GST Inclusive) 8,582 9,770 8,300 6,300
Accrued Payables (GST Exclusive) 9,664 7,546 8,331 7,546
Income in advance 362 638 362 638
18,608 17,954 16,993 14,484

Due to the short term nature of these payables, their carrying value is assumed to approximate their fair value

13 Dividends Paid and Proposed
During the financial year fully imputed dividends of $4,169,000 were paid ($6,222,000 inclusive of imputation credits of which
$1,940,000 relates to the 2009/2010 financial year and $4,282,000 relates to the 2008/2009 financial year)
In the prior financial year fully imputed dividends of $4,156,000 were paid ($6,203,000 inclusive of imputation credits pertaining
to the 2007/2008 financial year)

Recognised amounts
Declared during the year
Dividends on ordinary shares:

Final imputed dividend for 2010: 3.83 cents (2009: 7.97 cents) 1,379 2,869 1,379 2,869

14 Onerous Lease Provision
Opening balance 171 - 171 -
Expired portion (163) 171 (163) 171
Closing balance 8 |71 8 |71

Northpower has 4 months remaining in the lease.

In determining the carrying value of the provision, the Group has assumed that the property will not be subleased
in the four months remaining on the lease.

15 Share
Capital
(a) Ordinary Shares

Opening 35,989 35,989 35,989 35,989
Balance

Represented by 35,981,848 ordinary shares
Total Issued and Paid Up Capital 35,989 35,989 35,989 35,989

Ordinary shares have no par value. Fully paid shares carry one vote per share and carry the right to dividends. All ordinary shares
are ranked equally.

(b) Capital Management

When managing capital, the board’s objective is to ensure the entity continues as a going concern maintaining adequate working
capital ensuring obligations can be met on time as well as to maintain returns to shareholders as set out in the Statement of
Corporate intent.

For year ended 31 March 2010 the Group paid dividend of $1,379,000 ($2009 - $2,869,000). As outlined in the Statement of
Corporate Intent, the Groups dividend policy is to pay a minimum of 35% of Net Group Profit after Tax as a dividend.
Management do not have any target gearing ratios, as the Group has historically had low levels of debt. There are no externally
imposed capital requirements other than a negative pledge deed.
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GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s
16 Reconciliation with Cash Inflow
from Operating Activities:
Reported Net Surplus after Taxation 3,939 8,196 8,488 [1,199
Add (Less) Non-Cash Items:
Depreciation and amortisation 14,763 13,112 12,501 12,275
Movements Deferred Tax (377) 563 (377) 563
Movement on revaluation of investment property 400 402 400 402
Movement in valuation of CFDs - 46 - 46
(Gain)/Loss on sale of Property, plant & equipment (12) (28) 2 (28)
Deferred Tax on items taken directly to equity - 170 - 170
Non cash line contribution revenue (2,231) (2,517) (2,231) (2,517)
Discount on acquisition - (330) - (330)
Movement in valuation of derivative financial instruments 415 - 415 -
Movement in onerous lease provision (163) - (163) -
Movement in available for sale assets - 261 - 261
Movement in foreign currency exchange rates (195) - 1,005 -
Movements in Working Capital -
Increase (Decrease) in Creditors 711 5,248 1,382 3,049
(Increase) Decrease in construction contracts 1,134 (3,481) 2,706 (3,699)
(Increase) Decrease in Taxation Refund 1,581 (677) 1,581 (677)
(Increase) Decrease in Accounts Receivable 579 (8,370) 2,873 (7,584)
(Increase) Decrease in Inventory 253 (1,247) 253 (1,247)
Net Cash Inflow from Operating Activities 20,797 11,348 28,835 I'1,883
17 Derivative Financial Instruments
Non-current Asset portion
Interest rate swap contracts 50 - 50 -
Current liability portion
Forward foreign currency exchange contracts -
held for trading. 116 - 16 -
Interest rate swap contracts 349 - 349 -
465 - 465 -
Total derivative financial instrument liabilities 415 - 415 -

Instruments used by the Group

Derivative financial instruments are used by the Group in the normal course of business in order to hedge excposure to fluctuations in
interest and foreign currency rates and to trade in and profit from short-term movementsin exchange rates.

(i) Forward foreign currency exchange contracts - held for trading

The group has entered into forward foreign currency exchange contracts to mitigate currency risk but have elected not to hedge account.
These contracts are fair valued by comparing the contracted rate to the market rates for contracts with the same length of maturity.
All movements in fair value are recognised in the Comprehensive Income Statement in the period they occur.

The notional principal amounts of outstanding forward foreign exchange contracts in NZ$ were $631,017 (2009 $0)
The foreign currency principal amounts totaled 272,000 Euro.

(i) Contract for differences Interest rate swaps

The fair values of interest rate swaps have been determined by calculating the expected cash flows under the terms of the swaps and
discounting these values to present value. The inputs into the valuation model are from independently sourced market parameters
such as interest rate yield curves. Most market parameters are implied from instrument prices.

The notional principal amounts of the outstanding interest rate swap contracts were $20,000,000 (2009 $0). The fixed interest rates
of interest rate swaps vary from 4.26% to 5.58%.
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GROUP PARENT
2010 2009 2010 2009
$000’s $000’s $000’s $000’s

Contingent Liabilities
Performance Bonds in relation to contract work 8,602 6,568 8,473 6,568

Performance bonds relate to guarantees given to customers for work completed.

Northpower is a participant in the DBP Contributors Scheme (the Scheme) which is a multi-employer defined benefit scheme.
If the other participating employers ceased to participate in the Scheme, Northpower could be responsible for the entire deficit
of the Scheme (see note 26). Similarly, if a number of employers ceased to partipate in the Scheme, Northpower could be
responsible for an increased share of the deficit.

Commitments
The Company has the following non-recoverable operating leases
Due within | year 3,154 3,702 2,520 3,326
Due within |-2 years 2,258 2,553 1,674 2,177
Due within 3-5 years 2,074 2,363 1,154 1,238
Due within 5 years and more 40 76 40 76
Capital commitments contracted for at balance sheet date 631 2,105 631 933
Commitments relate to purchase of plant & equipment.

Related Parties
(a) Subsidiaries
(i) Terms and conditions of transactions with related parties

| Sales to and purchases from related parties are made in arms length transactions both at normal market prices
and on normal commercial terms.

(i) Outstanding balances

|. Outstanding balances at year end are unsecured, interest free and settlement occurs in cash.

Transactions during the year
Sales to subsidiaries 885 42 885 42
Purchases from subsidiaries - - - -
Outstanding balances as at 31 March
Accounts payable to subsidiaries - - - -
Accounts receivable from subsidiaries - 117 839 117

Loan to Subsidary - - 20,099 2,444

(c) Directors

The Directors of Northpower Ltd are also the Directors of West Coast Energy Pty Ltd and

Northpower Western Australia Pty Ltd.
(d) Key Management

The compensation of the directors and executives, being the key management personnel of the entity is set out below:
Compensation of key management personnel

Short-term employee benefits ‘ 1,857 ‘ 1,926 ‘ 1,842 ‘ 1,908 ‘

There are close family members of key management personnel employed by the Group. The terms and conditions of these
arrangements are no more favourable than the Group would otherwise have adopted if there were no relationships to key
management personnel.

Transactions between the company and key management personnel ‘ - ‘ 3 ‘ - ‘ 3 ‘

The Chairman of Northpower is also a director of Tonga Power Ltd and during the year Northpower sold to Tonga Power Ltd vehicles
totalling $188,078. (2009 $76,349)

Two of the Northpower directors have shares in Vector who is a major customer of Northpower however they have no control over
the decisions of the company.

No provision has been required, nor any expense recognised for impairment of receivables from related parties. (2009 $ Nil).
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Subsequent events after balance date

On 20th May 2010 an announcement was made that the company tax rate will change from 30% to 28% effective from
I April 201 | and that tax depreciation will no longer be allowed as a tax deduction on buildings.

The new tax rate is expected to have the effect of decreasing the deferred tax liability by $3,458,541.

This is expected to result in a credit to the tax expense of $2,321,398 and a credit to revaluation reserve of $1,137,143.
The change in tax treatment of buildings will have the effect of increasing the deferred tax liability by $2,471,574.

This will result in a debit to the tax expense of $2,471,574.

In addition there is also the impact on the network system fixed asset valuation causing an increase in the attributable
value.

Categories of other financial assets and liabilities

The carrying amount of financial assets and liabilities in each of the NZ IAS 39 categories are as follows:

GROUP PARENT
2010 2009 2010 2009
Loans and Receivables $000’s $000’s $000’s $000’s
Cash and cash equivalents 121 627 121 490
Trade and other receivables 31,442 31,182 25,248 28,121
Total loans and receivables 31,563 31,809 25,369 28,611
Awvailable for sale instruments
Unlisted shares 576 595 576 595
Financial liabilities measured at amortised cost
Short term borrowings 33,142 39,904 28,329 35,763
Long term borrowings 27,043 7,567 20,000 -
Trade and other payables 18,608 17,954 16,993 14,484
78,793 65,425 65,322 50,247

Defined benefit superannuation scheme

Northpower contributes to a multi-employer defined benefit superannuation scheme operated by National Provident
Fund. The scheme is not open to new members and currently 7 employees are members of the scheme.

Insufficient information is available to use defined benefit accounting, as it is not possible to determine, from the terms
of the Scheme, the extent to which the deficit will affect future contributions by employers, as there is no prescribed
basis for allocation.

As at 31 March 2009, the Scheme had a past service surplus of $15.321 million (5.7% of the liabilities). This amount is
exclusive of Employer Superannuation Contribution Tax. This surplus was calculated using a discount rate equal to the
expected return on the assets, but otherwise the assumptions and methodology were consistent with the requirements
of NZ IAS 19.
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PERFORMANCE REPORT:
Group

Net Profit After Tax

Shareholders’ Funds

Network division

Earnings Before Interest and Tax

Total Capital Employed

Network Reliability (SAIDI)

Average Number of Faults per 100 km of Line
Customer Satisfaction (Residential)

Customer Satisfaction (Commercial)

Contracting Division NZ

Earnings Before Interest and Tax

Total Capital Employed

Lost Time Accidents per million hours worked

West Coast Energy
Earnings Before Interest and Tax

Total Capital Employed

Lost Time Accidents per million hours worked

Employee entitlements

Current employee entitlements are represented by:

Accrued salaries and wages
Annual leave
Sick leave

Total current portion

Non-current employee entitlements are represented

2009-10 Target

2009-10 Results

2009-10 Results Summary

6.00%

5.00%

< 120 minutes

<10
> 85% satisfied
> 85% satisfied

15.00%

<2

8.00%

<2

1.70%

5.37%

129.18

7.49
94%
98%

8.52%

1.73

-28.86%

5.00

The Net Profit After Tax was $3.9M
for the group, with NZ operations
recording NPAT of $8.5M and the
Australian business recording a loss of
NZD $4.6M

The Network division recorded
earnings before tax of $13.8M, which
was in line with budget. Network assets
stand at $262M at 31 March 10.

The SAIDI is made up of :
Planned outages - 27.00 minutes
Unplanned outages - 102.18 minutes

Result from Colmar Brunton survey
shows Northpower customers very
satisfied with services provided.

The contracting division recorded
earnings before tax of $5.4M, below
budget due to the slow down in
business activity in 2009/10.

3 lost time accidents were recorded for
the year.

Earnings before interest and tax was a
loss $3.4M.

| lost time accident was recorded for
the year.

GROUP

PARENT

2010
$000’s

2009
$000’s

2010
$000’s

2009
$000’s

1,195
4,138
25

2,284
3,617

750 2,284
3,636 3,351
25 5

by:
Retirement and long service leave

Total non-current portion

Total employee entitlements

Inventories

Inventory held for use in the provision of goods and
services

The carrying amount of inventories held for distribution are measured at cost.

5,358

1,599

5,906

1,518

4411 5,640

1,545 1,483

1,599

1,518

1,545 1,483

6,957

7,396

7,424

7,649

5,956 7,123

7,396 7,649

The write-down of inventories held for distribution were nil and there have been no reversals of write-downs
No inventories are pledged as security for liabilities, however some inventories are subject to retention of title clauses.
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