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ZZMainPower
Our Vision

“We will be a leading electricity and energy services business,
committed to customer value and our region’s prosperity.”

Our Values

Our first responsibility is to our customers who rely on our services.
In meeting their needs, everything we do must be of high quality and we will

constantly strive to improve our service and productivity.
*

We recoghnise the continuing economic development of the region
as the foundation to growth in our business.
We also recognise the contribution that we can make
to the prosperity of the region.
*

Customer requests will be serviced promptly and professionally.
*

Our suppliers and the other organisations that we deal with will feel they are encouraged to contribute to

the success of our business. We will be fair in our dealings with them.
*

We are responsible to our employees; the men and women who work with us throughout the country.
We acknowledge the contribution that these employees and their families
make to our success.
We will respect their dignity and recognise their merit.
Compensation will be fair and adequate, and their working place

modern, clean, orderly and safe.
*

We are responsible to the communities in which we live and work.

We will be supportive of our communities and will be a good corporate citizen.
*

We will maintain in good order the property and other assets that support our business.
We will protect our environment and natural resources

for the sustainable benefit of the region.
*

We will experiment with new ideas and explain their potential to our customers.
We will research innovative opportunities.

Our business will make a fair profit.
*

Our final responsibility is to our shareholders, the MainPower Trust.
We will continue to rebate profits not required for the development of our business

to the beneficiaries of the MainPower Trust.
*

The Power to Make it Happen
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NEW ZEALAND LIMITED

STATEMENT OF CORPORATE INTENT

This Statement of Corporate Intent (“SCI”) is submitted to
the MainPower Trust (the “Trust”) by the Board of
MainPower New Zealand Limited (“MainPower”) (the
“Board”). It sets out MainPower’s overall intentions and
objectives agreed between the Board and the Trustees for
MainPower for the Financial Year commencing 1 April 2006
and the two succeeding financial years.

This SCI is prepared in accordance with clause 3 of
MainPower’s Constitution. It provides a summary of
MainPower’s Strategic Development, the environment that it
will be operating in and the nature and scope of its activities
and values.

MainPower’s Corporate Governance Statement and
Statement of Accounting Policies are attached as Appendix 1
and Appendix 2 respectively.

MainPower’s Constitution also requires this Statement to
provide detail on the following:

6] the performance targets and other measures
(including the rate of return on Shareholders’ funds
after payment of tax) by which the performance of
MainPower’s Lines Business and the MainPower
Group of Companies overall performance may be
judged in relation to its objectives;

(i1) the ratio of consolidated Shareholders’ funds to total
assets;
(iii) an estimate of the amount or proportion of

accumulated profits and capital reserves that is
intended to be distributed to the Shareholders;

(iv) an estimate of the amount of line charges to be
distributed to Qualifying Customers during the year
in the form of Rebates.

) the information to be provided to the Shareholders by
the Board;
(vi) the procedure to be followed by MainPower or any of

its subsidiaries or associates, when it subscribes for,
purchases or otherwise acquires shares in any
company or other organisation;

(vii) a statement of performance relating to “Adjusted
Shareholders’ Funds” as defined in the Trust Deed,
which will provide:

= the total value of Adjusted Shareholders’ Funds;

= astatement specifying the Board’s opinion on the
optimum, before the payment of tax, weighted
average cost of capital for MainPower;

= the estimated rate of return on total Adjusted
Shareholders’ Funds and the estimated shortfall (if
any) before the payment of tax and before the
payment of Customer Rebates.

Corporate Strategy

The Board and senior management team continue to meet on
an annual basis for the purpose of reviewing the Company’s
strategic direction. The most recent retreat was held during
February 2006 where it was agreed that the strategy adopted at
the 2004 retreat and which was refined further at the 2005
retreat, was appropriate for the Company at this stage of its
development.

This strategy can be briefly summarised as follows:

The provision of a secure and reliable supply of lines
services will remain the Company’s core business.
Coupled with this is the Board’s commitment to
superior service.

The Board recognises the importance of a strong electricity
infrastructure to the region’s economic wellbeing and
prosperity.

The Board’s decision to provide a back-up 66kV supply to
the expanding tourist town of Kaikoura at significant cost
with minimal financial return was considered consistent
with this commitment.

The transmission system security enhancement project
throughout North Canterbury and Kaikoura is outlined in
detail in the following map. It is expected that the
construction of the third 220kV Islington-Kikiwa circuit
will be completed by June 2006. This circuit resulted in
the decommissioning of the existing 66kV Culverden-
Waipara and Ashley-Islington circuits. Loss of one of the
existing two 220kV circuits risks a voltage collapse in the
Nelson, Marlborough and West Coast regions.

Transpower has committed to undertaking the following
projects to replace the loss of the 66kV Culverden-
Waipara and Ashley-Islington circuits and it is anticipated
that these will be commissioned by June 2006.



0 The installation of two 220/33kV 25 MVA
transformers at Culverden. Each transformer will be
connected to one of the 220kV circuits on the
Islington-Kikiwa B transmission line. Culverden will
also have a 33-66kV transformer to supply the 66kV
circuit to Kaikoura.

0 The installation of two 220/66kV 80 MVA
transformers at Waipara. Each transformer will be
connected to one of the 220kV circuits on the
Islington-Kikiwa B transmission line.

0 The installation of a new 33kV Mvar capacitor bank at
the Southbrook 66kV bus. This will increase the
backbone grid capacity by increasing the reactive
power support. It also relieves the voltage issue within
the North Canterbury 66kV network when both 66kV
Islington-Southbrook circuits are out of service and
North Canterbury is being supplied from Waipara by
the new 220-66kV transformers.

Transpower has also agreed to lease a 66-33kV step-down
transformer for use at Cheviot between Stage 1 and Stage
2 of the Kaikoura line upgrade.

MainPower and Transpower will continue to discuss and
agree a solution for the overloading of the Kaiapoi supply
transformer. The peaked Kaiapoi load is forecast to
exceed the supply transformers n-1 capacity for about 38%
of the time in 2006, with an expected increase to about
75% of the time by 2016. However MainPower does have
the ability to shift some load from Kaiapoi to the
Southbrook GXP. This matter will be resolved as part of
the overall southern region solution; i.e. Pegasus Town
included.

Further development of MainPower’s distribution network
is also detailed in the following map.

Budgeted distribution system maintenance for the 2006-
2007 financial year totals $3.496 million. Capital
expenditure on the distribution network excluding capital
funded by way of customer contributions totals $7.391
million.

In excess of $40 million of capital expenditure on the
distribution network is programmed to be undertaken
during the period through to 2011. Major items include
the completion of the Waipara-Kaikoura 66kV line, the
commencement of the Southern Region Enhancement
project, and the establishment of the Mandeville
substation. 11/22kV conversion at a cost of approximately
$500,000 per annum will continue during the period.

The Company will continue to develop a strong
relationship with its customers and the communities of
North Canterbury and Kaikoura.

Local generation which will support, extend and
complement the Company’s core network business and

enhance the region’s security of supply will be
developed.

New Zealand’s security of energy supply and the security
of transmission services remains uncertain. The Board
considered it prudent to quantify the region’s generation
resource and, where it can be clearly demonstrated that
local generation development is commercially viable,
should be developed by the Board on its own account or in
association with others. Local ownership of any
generation resource is considered important and therefore
is given high priority by the Board.

The Board’s investment in a relatively high risk local
generation strategy recognises that the region’s resource
may not deliver an economic generation outcome in the
short to medium-term. The Board also recognises the
difficulties associated with any generation development
under the current legislation and regulatory framework.
There is an assumption on the part of the Board and
management that the legislative risk will reduce over time.

During 2006-2007, the generation work streams will be
further refined and developed and work progressed along a
structured course. The main emphasis for the 2006-2007
year is one of transitioning from a focus on ‘prospecting’
to one of ‘project development’. This will mean the focus
of the Generation team will be on moving forward the four
immediate commercial Generation prospects — Mount Cass
Wind Farm, Kate Valley Gas-to-Electricity Project,
Brown’s Rock Hydro and Cleardale Hydro Project. In
parallel, wind monitoring and exploration of the next wind
and hydro schemes will also continue.

VirCom EMS’s decision to establish its successful
meter management and servicing business into
Australia is supported by the Board.

MainPower Contracting’s decision to expand its
operation beyond MainPower’s network area with a
strong preference for a top of the South Island-based
power systems contracting business in which
MainPower would maintain a controlling interest is
supported by the Board.

MainPower will continue to support the Hurunui
Water Development Group. Likewise MainPower will
continue to support Enterprise North Canterbury and
provision has been made for both of these in the
Budget.

The Board will continue to support change where this
change is in the best interests of MainPower.

Industry rationalisation, although stalled for the moment,
will without question gain momentum as pressure to
perform comes on line companies through regulatory
intervention and competitiveness. The Board and
management will continue to monitor these pressures and
will respond in the best interests of the Company.



MAINPOWER NEW ZEALAND LIMITED
Financial Measures and Statistics

Actual Actual Actual Actual Forecast Estimate Estimate Estimate
Year Ended/Ending 31 March 2002 2003 2004 2005 2006 2007 2008 2009
$000 $000 $000 $000 $000 $000 $000 $000
|MainPower Group
Financial Performance
Operating Revenue 37,322 41,962 44,200 51,977 56,181 62,265 64,996 67,955
Operating Surplus Before Tax 6,662 7,857 7,744 6,545 8,950 5,147 6,099 6,563
Taxation 1,986 2,301 1811) (1697 (2.343) (2,055) (2.209) (2.372)
Net Surplus 4,676 5556 5933 __ 4,848 6,607 3,092 3,890 4,191
Shareholder Distributions
Rebates 5,913 6,561 6,545 7,171 7,003 6,742 6,979 7,223
Financial Position
Current Assets 21,133 22,956 26,324 22,780 19,248 17,724 16,853 19,606
Non Current Assets 95,673 99,465 104,204 133,527 144,370 150,742 154,052 155,542
Total Assets 116,806 122,421 130,528 156,307 163,618 168,466 170,905 175,148
Liabilities (4.771) (3.525) (4.977)  (6,079) (8,538) (7.087) (7.139)
Net Assets 112,035 118,896 125,551 150,228
Share Capital 30,405 30,405 30,405 30,405
Reserves 8: 95,146 119,823
Equity

Financial Ratios 6.07% 6.80% 6.34%  4.75% 6.34% 3.25% 3.77% 3.96%
Operating Surplus Before Tax/Net Assets (%) 4.10% 4.64% 469%  3.38% 4.49% 1.86% 2.29% 2.42%
Net Surplus/Total Assets (%) 4.26% 4.81% 4.85%  3.52% 4.68% 1.95% 2.40% 2.53%
Net Surplus/Equity (%)
[Lines Business
Financial Performance
Operating Revenue 25176 28,147 28,950 30,977 31,257 31,549 32,680 33,781
Operating Surplus Before Tax 4,316 6,062 5,972 5,070 6,809 3,788 3,387 3,528
Taxation (1,017) (1,433) (1,181) (989, (1,580; (1,141) (1,118) (1,164)
Net Surplus 3,299 4,629 4,791 4,081 5,229 2,647 2,269 2,364
Rebates paid to Customers 5,913 6,561 6,545 7171 7,073 6,742 6,979 7,223
Financial Position
Current Assets 6,481 7,046 8,616 4,885 2,439 2,973 2,526 2,555
Non Current Assets 89,261 92,609 112,844 121,548 129,085 133,589 136,176 137,134
Total Assets 95,742 99,655 121,460 126,433 131,524 136,562 138,702 139,689
Liabilities 2,565) 1,849; 1,964) 2,856 (2,718) (5,109) (4,980) (3,603)
Net Assets 93,177 97,806 119,496 123,577 128,806 131,453 133,722 136,086
Share Capital 23,411 23,411 23,411 23411 23,411 23,411 23,411 23,411
Reserves 69,766 74,395 96,085 100,166 105,395 108,042 110,311 112,675
Equity 93,177 97,806 119,496 123,577 128,806 131,453 133,722 136,086
Financial Ratios
Return on Funds (%) 4.63% 6.38% 551%  4.09% 5.45% 2.88% 2.51% 2.58%
Return on Equity (%) 3.55% 4.85% 4.46%  3.36% 4.14% 2.03% 1.71% 1.75%
Return on Investments (%) 3.57% -0.02% 25.80%  3.32% 5.48% 2.86% 2.47% 2.56%
[Line Business Statistics and Performance Measures
SAIDI (System Average Interruption Duration Index) 200.11 304.07 99.64 11557 109.17 112.00 95.00 93.00
SAIFI (System Average Interruption Frequency Index) 1.41 267 1.21 117 1.84 117 1.00 0.95
CAIDI (Customer Average Interruption Duration Index) 142.03 113.62 82.55 99.14 59.16 95.70 95.00 97.90
Unplanned Faults per 100 kms 2.08 3.06 2.18 1.66 292 2.23 2.09 2.09
GWhs Purchased 415.384 455.024 454.358 475.505 485.537 502.196 517.315 532.964
GWhs Sold 390.852 430.352 433.652 449.598 460.728 471.956 486.017 500.571
Loss Ratio (%) 5.91% 5.42% 456%  5.45% 5.11% 6.02% 6.05% 6.08%
Maximum Demand (MW) 68.34 77.58 74.43 76.62 79.58 85.12 88.09 90.48
Load Factor (%) 69.38% 66.96% 69.69% 70.84% 69.65% 67.35% 67.04% 67.24%
Transformer Capacity (kW) 275,375 292,519 309,926 335,695 344,488 357.00 372.00 400.00
Transformer Capacity Utilisation (%) 24.82% 26.52% 24.02% 22.82% 23.10% 23.80% 23.74% 22.75%
Circuit Length (kms) 4,386 4112 4180 4,178 4,420 4,450 4,480 4510
Direct Line Costs per kilometre ($) 641 748 758 988 786 1002 1027 1052
Indirect Line Costs per customer ($) 5 76 74 73 71 78 78 79
Number of Customers 27,500 28,477 29,082 30,283 30,671 31,192 31,722 32,261
Lines Business
(Openning Lines Equity 93,177 97,806 119,496 123,577 128,806 131,453 133,722
Closing Lines Equity 97,806 119,496 123,577 128,806 131,453 133,722 136,086
Average 95,492 108,651 121,537 126,192 130,130 132,588 134,904
Surplus After Tax 4,629 4,791 4,081 5,229 2,647 2,269 2,364
Return on Equity 4.85% 4.41%  3.36% 4.14% 2.03% 1.71% 1.75%|
Surplus Before Tax 6,062 5,972 5,070 6,809 3,788 3,387 3,528
Rebates 6,561 6,545 7,171 7,073 6,742 6,979 7,223
Less Tax (1,433) (1,181) (989) (1,580) (1,141) (1,118) (1,164)
Tax Implications of Rebates (2,165) (2,160) (2,366) (2,334) (2,225) (2,303) (2,384)
Surplus after Tax 9,025 9,176 8,886 9,968 7,164 6,945 7,203
Return adjusted for Rebates on Equity 9.45% 8.45%  7.31% 7.90% 5.51% 5.24% 5.34%)]
Group
Openning Equity 112,035 118,896 125,551 150,228 156,836 159,928 163,818
Closing Equity 118,896 125,551 150,228 156,836 159,928 163,818 168,009
Average 115,466 122,224 137,890 153,532 158,382 161,873 165,914
5,556 5,933 4,848 6,607 3,092 3,890 4,191
Return on Equity 4.81% 485%  3.52% 4.30% 1.95% 2.40% 2.53%)
Surplus Before Tax 7,857 7,744 6,545 8,950 5,147 6,099 6,563
Rebates 6,561 6,545 7171 7,093 6,742 6,979 7,223
Less Tax (2,301) (1,811)  (1,697) (2,343) (2,055) (2,209) (2.372)
Tax Implications of Rebates (2,165) (2,160)  (2,366) (2,341) (2,225) (2,303) (2,384)
Surplus after Tax 9,952 10,318 9,653 11,359 7,609 8,566 9,030
Return adjusted for Rebates on Equity 8.62% 8.44%  7.00% 7.40% 4.80% 5.29% 5.44%)|




CORPORATE GOVERNANCE STATEMENT

Role of the Board

The Board is responsible for the overall corporate
governance of MainPower. The Board guides and monitors
the business and affairs of MainPower on behalf of both the
Ordinary Shareholder, the MainPower Trust, to whom it is
primarily accountable and the Preference Shareholders of the
Company, ie, the Qualifying Customers in the region.

The Board’s primary objective is to satisfy the shareholder’s
wish of enhancing shareholder value through a commitment
to customer service and regional prosperity. Customer
service is measured in terms of both financial return and
MainPower’s ability to deliver excellence in electricity
distribution system security and reliability, responsiveness to
customers, quality and price competitiveness. Regional
prosperity is measured in terms of MainPower’s role in
leading and/or supporting regional initiatives for economic
development.

The Board also aims to ensure that MainPower is a good
employer and corporate citizen.

Board Responsibilities

The Board acts on behalf of and is accountable to the
shareholders. The Board seeks to identify the expectations of
shareholders, as well as other legislative and ethical
expectations and obligations. In addition, the Board ensures
areas of significant business risk are identified by
management and that arrangements are in place to adequately
manage these risks.

To this end the Board will:

. set the strategic direction of the Company in
consultation with management, having particular regard
to rate of return expectations, financial policy and the
review of performance against strategic objectives;

. maintain an understanding of the electricity industry,
and continue to monitor industry reform, security of
supply, industry governance and Government
intervention in order to identify the impact on
MainPower’s business;

. monitor and understand the expectations and needs of
the growing North Canterbury and Kaikoura
communities;

. remain informed about Company affairs in order to
exercise judgement about management and its
procedures;

Appendix 1

. identify risks and manage those risks by ensuring that
the Company has implemented comprehensive systems
of internal control together with appropriate monitoring
of compliance activities;

. approve and foster a corporate culture which requires
management and every employee to demonstrate the
highest level of ethical behaviour;

. appoint, review the performance of, and set the
remuneration of, the Group Managing Director;

. approve transactions relating to acquisitions and
divestment, and capital expenditure above delegated
authorities;

. approve operating and development budgets, review
performance against these budgets, and monitor
corrective actions by management;

. ensure the preparation of the Statement of Corporate
Intent, Interim and Annual Reports;

. enhance relationship with all stakeholders.
Delegation

The Board delegates the day-to-day responsibility for the
operation and administration of MainPower, including
management of human resources and implementation of the
risk management strategy set by the Board, to the Group
Managing Director.

The Group Managing Director is responsible for ensuring
MainPower achieves its business objectives and values. The
Board ensures that the Group Managing Director, and through
him, the senior management are appropriately qualified,
experienced and remunerated to discharge their
responsibilities.

Codes and Standards

All Directors, executives and staff of MainPower New
Zealand Limited are expected to act with integrity and to
promote and enhance the Company’s reputation with its
various stakeholders. Behavioural standards and
accountabilities, the use of confidential information, trade
practices, health, safety and environmental management are
set out in a range of formal policies and procedures. These
are subject to regular independent review to ensure they
remain current and appropriate.

Conflicts of Interest

All Directors and senior managers are required to disclose
any specific or general interests which could be in conflict
with their obligations to MainPower New Zealand Limited
and its subsidiaries.



Board Review

The Board’s policy is that it will undertake on at least a
biennial basis a self-assessment of the Board’s performance
and the performance of individual Directors. The result of
this review will be made available to the MainPower Trust.
The last Board review was undertaken during the second half
of 2004.

Company Constitution

The Company’s Constitution sets out policies and procedures
on the operations of the Board, including the appointment and
removal of Directors. The Constitution specifies that the
number of Directors will not at any time be more than eight
nor less than four, and that one-third of the Directors, other
than the Managing Director will retire by rotation each year.

The Board of MainPower is elected by the shareholders and
currently comprises six Directors, being five non executive

directors and a Group Managing Director.

The Directors of the Company currently in office are:

Wynton Gill Cox Chairman

Peter Antony Cox Deputy Chairman

Allan Berge Group Managing Director
Anthony Charles King Director

Judith Anne Hoban Director

Robert Rex Williams Director

Meetings

The Board meets monthly to review, monitor, and initiate
action in respect of the strategic direction, financial
performance and compliance of the Company and its
subsidiaries. MainPower’s Business Plan details matters
which require Board consideration, including long-term
strategic direction, operating and capital budgeting, statutory
and risk management. In addition to the scheduled meetings,
the Board meets several times each year to consider specific
opportunities and other matters of importance to the
Company. Annually the Board takes the opportunity to debate
and review its long term strategic direction.

Committees

The Board has two standing committees. They provide
guidance and assistance to the Board with overseeing certain
aspects of the Board’s corporate governance. Each standing
committee is empowered to seek any information it requires
and to obtain independent legal or other professional advice if
it is considered necessary.

Audit Committee
The Audit Committee operates under a comprehensive

Charter, which outlines the Audit Committee’s authority,
membership, responsibilities and activities and which is
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approved by the Board. The Charter is reviewed annually
against best practice and emerging trends. The Audit
Committee’s primary role is to review MainPower’s
Financial Statements and related announcements and to liaise
with the external auditor on external and internal audit
matters on behalf of the Board.

The performance of the Audit Committee is reviewed
annually in accordance with the Charter. The Audit
Committee invites the Managing Director, Finance Manager
and the external auditor to be in attendance from time to time
in accordance with the Audit Committee Charter. The Audit
Committee also monitors the independence of the auditor,
and approves and reviews those services provided by the
auditor other than in their statutory audit role. In addition, the
auditor provides a quarterly certificate to the Audit
Committee of any non-statutory audit service provided to the
Group.

Audit Committee membership are Mr P A Cox, Chairman,
Mr W G Cox and Mr A C King.

Following meetings of the Committee, the Chairman reports
all findings and recommendations to the Board.

Remuneration Committee

The Remuneration Committee’s primary role is to advise the
Board on performance reviews, remuneration policies and
practices and to make recommendations on remuneration
packages and other terms of employment for non executive
directors, executive directors and senior executives which
fairly reward individual performance in relation to their
contribution to the Company’s overall performance.

Mr W G Cox chairs the Remuneration Committee. There is
currently one vacancy on the Committee.

In order to retain and attract Directors and Executives of
sufficient calibre to facilitate the efficient and effective
governance and management of the Company’s operations,
the Remuneration Committee seeks advice of external
advisors in connection with the structure of remuneration.

Risk Management

The Board continually monitors the operational and financial
aspects of the Company’s activities and the Company’s
exposure to risk. “Risk Management and Compliance” is a
permanent item on the Agenda of the monthly meeting of
Directors.

An annual review of the level and appropriateness of the
Company’s insurance cover and a six monthly report by
management addressing all areas of statutory compliance,
supports the Board’s risk management process.

To fulfil its responsibility, management maintains appropriate
accounting records and systems of internal control.



MainPower has developed a comprehensive Business
Continuity Plan. This Plan details the criteria and guidelines
to apply to cope with a number of crisis scenarios. The
Company actively participates with Civil Defence and other
relevant agencies in order to test the Plan for effectiveness.

Non Executive Directors’ Fees

Fees for non executive directors are based on the nature of
their work and responsibilities. Independent professional
advice on the level and structure of non executive directors’
fees, is made available to the Board on an annual basis. Any
recommendation made to shareholders at the Annual Meeting
on a change in directors’ fees is in accordance with this
independent advice.

The Role of Shareholders

The Board aims to ensure that shareholders are informed of
all major developments affecting the Group’s state of affairs.
Each year, a Statement of Corporate Intent is developed
between the Board and the MainPower Trust. This Statement
details the Company’s intent with respect to:

. Corporate Strategy

. Strategic Development
. MainPower’s Operating Environment
. Financial Performance
. Corporate Governance

Information is also communicated to shareholders in the
Annual Report, the Interim Report and at regular formal and
informal meetings with the MainPower Trust. The Board
encourages full participation of all shareholders at the Annual
Meeting.

The Board has introduced the concept of a Trustee Workshop
to enable informed debate prior to the adoption of the
Statement of Corporate Intent.

Subsidiary Companies

The subsidiary companies each have a formally constituted
Board of Directors. The MainPower New Zealand Limited
Board receives monthly updates on and monitors the
performance of each of its subsidiary companies.

International Financial Reporting Standards
(IFRS)

MainPower will be required to adopt IFRS for the first time in
the Financial Statements for the year ending 31 March 2008.
These Standards will have a significant impact on the
Company’s reported Statement of Financial Position, in
particular the reporting of the deferred tax liability; i.e. the
tax effect of the difference between the Company’s carrying
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value for fixed assets and the equivalent tax carrying value
for the same assets. This difference principally arises from
the revaluation of the Company’s electricity distribution
network in accordance with the requirements of the
Commerce Act (Electricity Information Disclosure
Requirements) Notice 2004, pursuant to Part 4A of the
Commerce Act 1986.



NOTES TO THE FINANCIAL STATEMENTS

1. Statement of Accounting Policies

Reporting Entity

MainPower New Zealand Limited is a Company registered
under the Companies Act 1993.

MainPower New Zealand Limited is a reporting entity for the
purposes of the Financial Reporting Act 1993. The financial
statements and the group financial statements of MainPower
New Zealand Limited have been prepared in accordance with
generally accepted accounting practice in New Zealand, as
defined in the Financial Reporting Act 1993.

The reporting entity and Group are not issuers for the
purposes of the Financial Reporting Act 1993.

Measurement Base

The accounting principles recognised as appropriate for the
measurement and reporting of financial performance and
financial position on an historical cost basis, modified by the
revaluation of certain fixed assets, have been followed.

Specific Accounting Policies

The following specific accounting policies which materially
affect the measurement of financial performance and the
financial position have been applied:

1.1 Basis of consolidation
Subsidiaries — purchase method

The group financial statements include the Parent Company,
MainPower New Zealand Limited, and its subsidiaries
MainPower Contracting Limited, VirCom Energy
Management Services Limited and Tasman Electrical Limited
which are accounted for using the purchase method on a line
by line basis.

All significant intercompany transactions are eliminated on
consolidation.

Associate Companies — equity accounting

Associates are those entities in which MainPower New
Zealand Limited holds an interest in the equity and over
which MainPower New Zealand Limited exercises significant
influence over commercial and financial policy decisions, but
does not control.
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Appendix 2

MainPower New Zealand Limited’s associate companies,
Ellsoft Limited and Energy Link Limited, have been included
in the financial statements on an equity accounting basis.
Equity accounting involves recognising the Group’s share of
net surpluses or deficits as part of operating revenue in the
Statement of Financial Performance. In the Statement of
Financial Position the Group’s interest in the associate
companies is carried at an amount that reflects the Group’s
share of the net assets of that Company.

In the parent financial statements, investments in subsidiaries
and the associate companies are stated at cost.

1.2 Operating Revenue

Sales revenue represents revenue earned from charging for
the use of lines and from external lines contracting services
and the sale of other products and services. Lines revenue
recognises actual amounts billed during this financial period
together with an adjustment to recognise the estimated value
of unread meters where applicable.

1.3 Receivables and Work in Progress

Receivables are stated at their estimated realisable value.

Work in progress is stated at cost plus attributable profit to
date (based on percentage of completion of each contract) less
progress billings. Cost includes all costs directly related to
specific contracts and an allocation of general overhead
expenses incurred by MainPower Contracting and VirCom
Energy Management Services operations. Losses are taken to
the Statement of Financial Performance in the period in which
they are identified.

1.4  Inventory

Inventory has been valued at the lower of cost, determined on
a weighted average basis, and net realisable value.

1.5  Fixed Assets

All fixed assets are initially recorded at cost. Distribution
assets are periodically revalued on an Optimised Depreciated
Replacement Cost (ODRC) basis and land and buildings are

periodically revalued to market value. Fixed assets within
these classes are revalued at least once every five years.

The results of revaluing assets are credited or debited to an
asset revaluation reserve for that class of asset. Where this
results in a debit balance in the asset revaluation reserve, this
balance is expensed in the Statement of Financial
Performance.

Gains and losses on disposal of fixed assets are taken into
account in determining the operating result for the year.



1.6  Depreciation

Depreciation is provided on all tangible fixed assets, other
than freehold land, at rates that will allocate the assets’ cost or
valuation (less their residual values), over their estimated
useful lives. Distribution assets and buildings are depreciated
on a straight-line basis. All other assets are depreciated on a
diminishing value basis.

The useful lives and associated depreciation rates for major
classes of assets used in the preparation of the financial
statements are as follows:

Distribution System 7 to 70 years 1.4% to 14.4%
Freehold Buildings 40 to 100 years 1% to 2.5%
Motor Vehicles 4 to 5 years 20% to 25%
Plant and Equipment 2 to 14 years 7.5% to 50%
Office Furniture and Equipment 3 to 10 years 10% to 33%

1.7  Leases
MainPower leases certain plant and equipment and land and
buildings.

Operating lease payments, where the lessors effectively retain
substantially all the risks and benefits of ownership of the
leased items, are included in the determination of the
operating surplus.

1.8  Foreign Currencies

Transactions in foreign currencies are converted at the New
Zealand rate of exchange ruling at the date of the transaction.
Foreign currency receivables and payables at balance date are
translated at exchange rates current at balance date. Exchange
gains and losses are brought into account in determining the
surplus for the year.

1.9  Taxation

The taxation expense charged to the Statement of Financial
Performance includes the current year’s provision after
allowing for permanent differences. Deferred taxation is
determined on a partial basis using the liability method.
Deferred tax assets attributable to timing differences or tax

losses are only recognised if there is virtual certainty of
realisation.

1.10  Goods and Services Tax

The financial statements have been prepared exclusive of
goods and services tax (GST) with the exception of
receivables and payables which include GST invoiced.
1.11 Financial Instruments

The Group is party to financial instruments as part of its
normal operations. These financial instruments include bank
and short term deposits, receivables and trade creditors. All

financial instruments are recognised in the Statement of
Financial Position at their estimated fair value and all revenue
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and expenses in relation to the financial instruments are
recognised in the Statement of Financial Performance.

1.12 Rebate Shares
1) Redemption

Rebate Shares are only held by Qualifying Customers and the
Trustees of the MainPower Trust. They are not transferable
and are subject to compulsory redemption at a nominal value
of ten (10) cents when a person ceases to be a Qualifying
Customer of MainPower.

i1) Rebates Entitlement

The Rebate Share entitles a Qualifying Customer to a rebate
of fixed and variable distribution line charges.

1.13 Employee Entitlements

Provision is made for employee entitlements accumulated as
a result of employees rendering services up to the Balance

date. These entitlements include annual leave, long service
leave and retiring gratuities.

Annual leave has been determined on an actual entitlements
basis at current rates of pay. Employee entitlements to long
service leave and retirement leave are determined annually by
independent actuarial valuation.

1.14 Research and Development Costs

Research and development costs are expensed in the period
incurred.

1.15 Cash Flows

For the purpose of the Statement of Cash Flows, cash
includes cash on hand, deposits held at call with banks and
investments in money market instruments, net of bank
overdrafts.

Operating activities include cash received from all income
sources of the Group and records the cash payments made for
the supply of goods and services.

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

Financing activities comprise the change in equity and debt
capital structure of the Group.

1.16 Capital Contributions

Where Distribution System network assets are gifted to
MainPower in recognition of MainPower accepting
responsibility for the continued maintenance of those assets,
MainPower recognises the gift as income and treats the asset
as an addition to the Company’s asset base.



1.17 Intangible Assets

Intangible Assets are goodwill which arise from the excess of
the purchase consideration over the fair value of the net
tangible and identifiable intangible assets acquired at the time
of the acquisitions of the shares in subsidiary companies.
Intangible Assets are amortised on a straight line basis over
the period during which benefits are expected to be received,
limited to a maximum of 10 years.

Changes in Accounting Policies
There have been no changes in accounting policies. All

policies have been applied on bases consistent with those
used in the previous year.
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