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Warren Moyes

The Directors of
Northpower are
very pleased to
report on another
year of strong
performance by
the Company.

Northpower
exceeded its
financial targets,
increasing net
profits by 22%.

We would like to
thank our Chief
Executive, his
management
team and all our
employees for

their outstanding

performance and
teamwork.

Chairman’s message

We are extremely pleased with the ongoing enthusiasm of all employees who constantly strive to improve
safety and quality. As a direct result, our Lost Time Injury (LTI) frequency rate remained low, increasing
slightly from a perfect result of zero last year to 1.07 LTI's per million hours worked this year.

Safety and quality improvements have been made in an environment of rapidly increasing costs and the
need to keep improving productivity. We have continued to maintain a high level of satisfaction with three
key stakeholders; our employees, customers and shareholders while keeping within the thresholds set

by the Commerce Commission.

The real success for Northpower has been its consistently strong growth for the last 10 years during which,
net returns have increased 300%. This was despite Northpower having to sell its electricity retailing business
in 1999. Over the past 10 years, Northpower has transitioned from a local electricity supply company which,
employed 160 people, to the largest electricity distribution contractor in the country and a successful local
lines business with over 700 employees.

Northpower is a Northland owned and operated company. Its growth and geographical expansion provides
direct benefits back into the local economy through community sponsorship, line charge holidays, Trust
distributions and career opportunities.

Since 1997, Northpower has returned $63 million to consumers via line charge holidays. In addition,
$61 million has been returned through dividends to the Northpower Electric Power Trust (NEPT) since
the company was corporatised in 1993.

The Company also benefits from the operational improvements that result from working in a competitive
environment across a range of different networks. This is reinforced as we attract employees who share our
values and relentlessly look for opportunities to improve.

The success of Northpower's contracting business nationally means we have reached the point where we

are looking offshore for some of our future growth. One such opportunity pursued during the year was the
purchase of the electricity network and generation in Tonga. Unfortunately due to circumstances beyond our
control we were unable to complete the transaction. Another opportunity to be developed in 2007 will be
the establishment of a contracting business in Perth where we will undertake work very similar to our

New Zealand operations. The market is large and buoyant with a real opportunity for us to get strong growth
by providing hassle free service.The new business will complement growth in New Zealand, eventually
providing some resilience to varying economic conditions.

Northpower’s ownership by electricity consumers in the Kaipara and Whangarei districts via the NEPT
continues to contribute to the success of the business.The NEPT exists to provide consumers with control of
their electricity network and is focused on ensuring the Company creates a sustainable business. The NEPT is
a diligent owner of Northpower with very clear objectives for the business.This helps the positive relationship
between owners, employees and customers which, creates the momentum to keep improving the business.

ah

Warren Moyes
Chairman



Mark Gatland

Northpower is
10 years into its
plans to evolve
from being an
effective but
vulnerable
small electricity
distributor to a
substantial and
highly customer
focused service

provider.

Chief Executive’s report

Performance overview

This past year Northpower achieved several strategic milestones, which signify that we are on track to achieve
our long term strategic objectives.

« The Company reached its target market coverage for its contracting services in the New Zealand electricity
distribution sector with the opening of a new branch in Hawke’s Bay. The new branch complements the
seven other Northpower locations established throughout the North Island further strengthening existing
New Zealand operations.

» Revenue from contracting activities exceeded $100 million.

= Access to the Australian market for contracting business was achieved.
= Transmission line construction contracting business was initiated.

« Communications contracting business established ongoing viability.

« Asset management capability firmly established with the implementation of new systems and a successful
asset maintenance model on the electricity network.

* $6M upgrade for Wairua Hydro Power Station commenced with completion scheduled for July 2007.
« Overall net returns increased 300% over the last ten years.

« Safety philosophy took on real intrinsic value within the Company as a result of employee and family

based initiatives.

Northpower gained national recognition
as one of the “best places to work”

Our aim is to create a business capable of ensuring its long term viability through delivering outstanding hassle
free services to customers.

Our strategy is to be able to move quickly on opportunities and to build the business organically. This enables
the growth to be conducive with our values. It also helps us to avoid complacency by making us win our new
business through providing a significantly better service than the clients exsisting established suppliers.

Through this process, Northpower will keep on growing for as long as we are successful in our objective.

One key to our progress is our ability to attract, train, develop and support in every way, people who are
committed to providing hassle free service and who enhance our culture. Our business requires an increasingly
large number of skilled field staff together with all the support and logistics to enable them to work safely and
more efficiently whereever they are required.We are very pleased with the capability Northpower has developed
in recruiting, up-skilling and deploying people. It is embedded within a family culture where every staff member
takes responsibility for new recruits. The need to continually improve, combined with growth into new areas,
provides the opportunity and the challenge, that develops people.



Chief Executive’s report

Financial overview

Northpower Revenue 2007

Other, 0.2%

Contracting, 73% Network, 26.8%

Financial performance was very satisfactory, exceeding financial performance targets agreed with the shareholders.

Net Profit After Tax (NPAT) increased by $2.7M (22%) on the previous year to $14.6M. This significant gain was
due to growth on our electricity network and in contracting activity, combined with an increase in efficiency.
Total revenue grew by $23.7M (16%) to $149.8M which, included a $19.7M increase in contracting revenue. The Contracting division
contributed 73% to the total revenue.

Net cash from operations increased from $19.3M to $24.9M. Capital investment in growth increased from $22.7M to $23.9M of which,
$15.5M was for Northland network and generation assets.

Northpower paid out $6.5M via the line charge holiday in February 2007 and a further $4.2 million was paid out by the NEPT.
Return on shareholders funds was 6.2% compared to 6.0% last year. Return on capital employed was 7.5% compared to 7.3% last year.

Total Assets increased $70M (30%) to $303M with the balance sheet remaining strong.
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Contracting review

Hawke’s Bay success

Northpower established a new branch in Napier in August 2006 and hit the ground running.

Over the year the Hawke’s Bay operation developed from a small start-up operation to a complete service provider.

The branch now has demonstrated capabilities in project works, network maintenance, asset replacement and subdivision work. It provides contracting
services to Unison, the regional electricity network company and has 14 full time staff members covering a full range of glove and barrier, overhead and
underground work.

Establishing a new branch is always a challenge. In a short time, Northpower successfully assembled a team of people with a balanced set of skills,
secured a reliable flow of work and put the appropriate support and tools in place. After early losses due to set-up costs, the branch became profitable
within the first five months bringing in a solid profit for its first financial year. Initially, the branch operated under the guidance of the North Shore
branch, but a new Area Manager has now been appointed to take the operation forward in its own right.

Over the past year, the Hawke's Bay operation has developed a good relationship with Unison and other parties it deals with such as the local councils.
Their strong performance in delivering ‘safe, reliable, hassle-free service’ is the foundation on which a large and successful operation will be built over
the coming years.




Northpower has a

strong community

focus, which

stems from our
relationship with
our consumers,
who are ultimately
our owners.

In the community

Northpower’s consumer ownership structure via the NEPT is a key characteristic of
the company and allows the owners to have control of their network.As a result of this
structure Northpower has been able to give back over $124 million through line charge
holidays and NEPT distributions, since 1993 when the Company was officially formed.

Community advisory and initiatives

Northpower has a well established customer advisory ——

service to provide information and assistance to
consumers. Customer Advisor Jan Thomsen was out
and about in the community and visited 21 schools
as well as 22 community groups in the past year.
Jan’s presentations cover a wide range of topics
including electrical safety, appliance technology and
energy efficiency.

Northpower attends the Northland Agricultural Field

Days at Dargaville and the Northland Home Show in Northpower won the best ‘Outdoor Themed

Whangarei to engage face to face with customers. . .
/ % Site for 2007’ at the Field Days.

Various onsite surveys provide another way to gauge

customer perceptions. Over 560 customers provided their thoughts at these two events.

In conjunction with NEPT and the Electricity Commission,
Northpower was involved with the nationwide Ecobulb
campaign to promote energy efficient lighting. The parties
subsidised 61,780 energy-saving Ecobulbs. In terms of electricity
savings, the Ecobulbs purchased were estimated to have a peak
network load reduction of 3.4MW. With growing awareness

of environmental issues, consumers also contributed to
sustainability. By swapping to energy-saving Ecobulbs, they
collectively prevented a staggering 280,000 ordinary lightbulbs
from going to landfill.

Sponsorship

Northpower actively participates in the community and provides sponsorships in these three areas:
« Health and safety - The Northland Electricity Rescue Helicopter
« Environmental preservation - The Northpower Native Bird Recovery Centre

¢ Education and business development - The Education 4 Enterprise programmes
Colmar Brunton conducted customer research during March 2007 to gauge customer perception, satisfaction

and awareness regarding Northpower’s sponsorship.

Awareness of the Electricity Rescue Helicopter and the Northpower Native Bird Recovery Centre sponsorships
remained at high levels. The Enterprise Education sponsorship showed a steady increase in public awareness.
In general those surveyed felt that Northpower’s sponsorship initiatives were very appropriate.



In the community

Northland Electricity Helicopter

Northpower has supported the Northland Emergency Services Trust (NEST)

and the helicopter service since its inception in 1988. Over time, costs associated
with the service have more than quadrupled. In response to the increased costs,
Northpower (and joint sponsor Top Energy) stepped up to the challenge to
match public donations, dollar for dollar.

Local financial support is critical considering the cost of fuel alone for the year
was $261,000, for 231,000 litres. With over 600 rescues carried out and an
average of 13.5 hours flown each week, the helicopter clocked up over 700 hours
of flying time throughout the year. Northlanders can rest-assured knowing that

the helicopter continues to respond quickly to those who need it.

The 2006 campaign raised a RECORD $345,000 the largest amount ever raised during any public appeal for the service.

Northpower Native Bird Recovery Centre

Northpower has supported the Native Bird Recovery Centre

since 1994. Home to nine resident birds, the Centre received around 1300 injured
or abandoned birds last year, including kiwi, wood pigeons, harrier hawks, blue
penguins, petrels, moreporks and albatrosses among other birds.

The Centre’s popularity increased as a result of both national and international
exposure. Educational experiences were brought back into the schools with five
visits in the later half of the year. Tourist numbers soared to approximately 500
visitors per month, throughout the year, which included five foreign film crews.
This was the largest number of tourists ever seen at the Centre and included a
high number of returnees. An average of 300 local visitors also filed through the
Centre doors each month, with five local businesses opting to use the Centre
as a place for team building.

Enterprise Education

Northpower continued to sponsor the Education 4 Enterprise (E4E) programme
last year, providing support systems for ten secondary schools across the
Whangarei and Kaipara districts. Each year the E4E initiative continues to grow,
with Te Kura Kaupapa Maori o te Rawhiti Roa and Kamo Christian School joining
the line up of innovative and enterprising schools.

Other schools involved include:-

» Ruawai College » Otamatea College

* Bream Bay College « Pompallier Catholic College

*Whangarei Boys’ High School « Whangarei Girls’ High School

« Tikipunga High School « Kamo High School

Northpower’s support enables enterprise and innovation to have real status in the schools and ensures the programmes are delivered effectively.
EAE Regional Coordinator David Templeton has attributed much of the phenomenal growth in E4E to the support of Northpower.
Northpower believes in encouraging enterprise and is proud to be a part of such a great initiative.



From the Board

Governance

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 subsidiaries Metro Power and PSM Services.
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

John Ward 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 of the Board include:

 ensuring preparation of the annual and half-year financial statements

* the establishment of the long term goals of the Company and strategic plans to achieve those goals

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

David Ballard

* 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 four times during the year.

Statement of Corporate Intent

In accordance with Section 39 of the Energy Companies Act 1992, the Board submits to the Northpower
Electric Power Trust a draft Statement of Corporate Intent (SCI) for the coming financial year.

The SCI sets out the Company’s overall objectives, intentions and financial performance targets.

Risk Management
. The Board has overall responsibility for the Group’s internal control systems.The Board has established policies
/ " / N and procedures that are designed to provide effective internal control.

("

R, In addition, the Board reviews ways of enhancing existing risk management strategies, including the segregation
Nikki Davies-Colley

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.




From the Board

Director’s report

Principal Activities

The Group’s principal activities are the transmission of electricity and electrical contracting. The subsidiary Metro Power Limited, operates a dairy
farm near Dargaville. This land is set aside for wind power development.The subsidiary PSM Services Ltd, is based in the Waikato and operates an
electrical contracting business.

Results
The Group recorded an after tax profit of $14.6 million for the period, as set out in the Statement of Financial Performance.

Dividend
The Directors recommended a dividend of $5,176,900.

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.

Warren Moyes (Board Member - Deer Industry New Zealand * Chairman - Electricity Networks Association)

Nikki Davies-Colley (Director - The Tree People Ltd « Director - MP Logging Ltd)

Bob Steed (Far North Area Delegate - Meat NZ « Director - Auckland Romney Development Group)

David Ballard (Director/Shareholder - New Zealand Bloom (NZ) Ltd « Director/Shareholder - New Zealand Bloom (California) Ltd « Director - Flowerpac International Ltd

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

David Ballard $35,750
Nikki Davies-Colley $35,750
Bob Steed $35,750
John Ward $35,750
Warren Moyes $72,500

$215,500

Remuneration of Employees
Bands: No. of Employees:
$100,000-$109,999 17

$110,000-$119,999
$120,000-$129,999
$130,000-$139,999
$140,000-$149,999
$160,000-$169,999
$230,000-$239,999
$240,000-$249,999
$350,000-$359,999

For and on behalf of the Board.

F P P P N W N o

Changes in Directors
In accordance with the Company’s Constitution, David Ballard and W W Moyes
Warren Moyes will retire and offer themselves for re-election. Chairman



Financials

As at 31 March 2007.

Statement of financial position

GROUP PARENT
Notes ThisYear Last Year ThisYear Last Year
$000’s $000's $000’s $000's
Equity
Share Capital 8 35,989 35,989 35,989 35,989
Asset Revaluation Reserve 9 165,702 114,645 165,702 114,645
Retained Earnings 10 63,636 54,198 62,727 53,150
Total Equity $265,327 $204,832 $264,418 $203,784
Non Current Liabilities
Employee Entitlements 1,361 1,257 1,361 1,257
Deferred Taxation 5 2 14 - -
Total Non Current Liabilities $1,363 $1,271 $1,361 $1,257
Current Liabilities
Short Term Loan 10,600 8,500 10,600 8,500
Sundry Creditors 14,286 8,586 14,066 8,562
Tax Payable 444 816 444 816
Provision for Dividend 5,177 4,155 5,177 4,155
GST Owed 690 780 649 781
Employee Entitlements 4,674 3,623 4,583 3,623
Total Current Liabilities $35,871 $26,460 $35,519 $26,437
$302,561 $232,563 $301,298 $231,478
Non Current Assets
Goodwill 7 1,707 2,116 507 2,116
Investments 19 265 277 - -
Assets under construction 8,496 - 8,496 -
Investments in Subsidiaries 11 - - 3,235 1,356
Fixed Assets 6 258,994 203,239 256,500 201,107
Total Non Current Assets $269,462 $205,632 $268,738 $204,579
Current Assets
Cash and Bank 13 228 183 146 176
Accounts Receivable 20,134 16,615 19,739 16,600
Work in Progress 6,283 4,931 6,283 4,931
Inventory 6,392 5,192 6,392 5,192
Tax Refund Due 62 10 - -
Total Current Assets $33,099 $26,931 $32,560 $26,899
$302,561 $232,563 $301,298 $231,478

This statement is to be read in conjunction with the notes on Pages 26 to 31 and the Accounting Policies on Pages 23 to 25.



Financials

For the Year Ended 31 March 2007.

Statement of cash flows

GROUP PARENT
Notes ThisYear Last Year ThisYear Last Year
$000’s $000’s $000’s $000’s
Cash Flows From Operating Activities -
Cash was provided from:
Receipts from Customers 144,752 124,150 142,272 123,882
Interest Received 30 107 30 106
Cash was distributed to:
Payments to Suppliers (72,302) (65,914) (70,914) (65,799)
Payments to Employees (41,027) (35,661) (40,301) (35,661)
Interest Paid (713) (355) (713) (355)
Income Tax Paid (5,800) (3,037) (5,669) (2,997)
Net Cash Inflow
from Operating Activities 12 $24,940 $19,290 $24,705 $19,176
Cash Flows from Investing Activities -
Cash was provided from:
Proceeds from Sale of Fixed Assets 1,072 252 1,059 252
Proceeds from Sale of Properties - 420 - 420
Term Receivable - 8 - 8
Repayment by Subsidiary - - 115 139
Short Term Deposits Matured - 100 - 100
Cash was applied to:
Transfer to Subsidiary 0 0 (79) -
Purchase of Goodwiill (96) (1,500) (96) (1,500)
Purchase of Fixed Assets (23,815) (21,238) (23,679) (21,229)
Purchase of Investment (€D ) - -
Net Cash Outflow
from Investing Activities ($22,840) ($21,960) ($22,680) ($21,810)
Cash Flows from Financing Activities -
Cash was provided from:
Short Term Loan 2,100 6,500 2,100 6,500
Cash was applied to:
Dividends (4,155) (4,095) (4,155) (4,095)
Net Cash Outflow
from Financing Activities (2,055) 2,405 (2,055) 2,405
Net Increase/(Decrease) in Cash Held 45 (265) (30) (229)
Add Opening Cash Brought Forward 183 448 176 405
Ending Cash Carried Forward 13 $228 $183 $146 $176

This statement is to be read in conjunction with the notes on Pages 26 to 31 and the Accounting Policies on Pages 23 to 25..



Financials

For the Year Ended 31 March 2007.

Statement of accounting policies

Reporting Entity

Northpower Limited is a company formed under the Energy
Companies Act 1992 and registered under the Companies
Act 1993. The group consists of Northpower Limited and its
subsidiaries Metro Power Limited and PSM Services Limited.
The financial statements have been prepared in accordance
with the Financial Reporting Act 1993 and section 44 of the
Energy Companies Act 1992.

Measurement Base

The general accounting policies recognised as appropriate

for the measurement and reporting of results, cashflows

and financial position under the historical cost method, as
modified by the revaluation of land, buildings and the distribution
system assets, have been followed in the preparation of these
financial statements.

Particular Accounting Policies

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

0] Basis of Consolidation - Purchase Method

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

(i) Operating Revenue

Operating Revenue shown in the Statement of
Financial Performance comprise the amounts received
and receivable by the Group for goods and services

supplied to customers in the ordinary course of business.

(iii)  Investments

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

(iv)  Properties Intended For Sale

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

W)

Property, Plant and Equipment

Property, plant and equipment are initially recorded
at historical cost except for land and buildings, and
distribution system assets, which are valued as
detailed below.

The cost of purchased 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.

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.

Land and buildings have been revalued to fair value
based on a valuation conducted by Telfer Young
(Northland) Ltd, Registered Valuers of Whangarei,
as at 31 March 2006.

Buildings on land not owned by the Company are
recorded at cost less depreciation and are not revalued.

The farm land and buildings for the subsidiary,
Metro Power Ltd, are stated at cost and not revalued.

Distribution system assets have been revalued to
Depreciated Replacement Cost (DRC) as at

31 March 2007, based on a valuation conducted by
PriceWaterhouseCoopers, Registered Valuers, as
at 31 March 2007.

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

of Financial Performance.

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

Additions between revaluations are recorded at cost.



Financials

For the Year Ended 31 March 2007.

Statement of accounting policies

(vi)

(vii)

(viii)

(iX)

)

Depreciation

Depreciation is charged on a straight line basis so as to
write off the cost or valuation of the fixed assets to their
estimated residual value over their expected economic
lives. The estimated economic lives are as follows:

Distribution system:

- Lines/transformers/substations 45-70 years

- Distribution switchgear 35-55 years

- Meters/communication/SCADA 5-15 years
Generation 5-50 years
Buildings

- structural 50 years

- electrical and mechanical 20 years

- other 10 years
Motor vehicles 5-15 years
Plant and equipment 3-20 years

Inventories

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

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

Accounts Receivable

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

Work in Progress

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

Taxation

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

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

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

(xi)

(xii)

(xiii)

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

Northpower and its subsidiaries are party to financial
instrument arrangements as part of everyday operations.
These instruments include bank accounts, foreign
exchange contracts, accounts receivable, creditors,

and short term deposits. Revenues and expenses in
relation to all financial instruments are recognised in

the Statement of Financial Performance. All financial
instruments are recognised in the Statement of

Financial Position.

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

GST

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

(xiv) Employee Entitlements

(xv)

Provision is made in respect of the group’s liability

for annual leave, long service leave and retirement
gratuities. Annual leave has been calculated on an actual
entitlement basis at current rates of pay, while the other
provisions have been calculated on an actuarial basis at
current rates of pay.

Goodwill

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



Financials

For the Year Ended 31 March 2007.

Statement of accounting policies

(xvi)

(xvii)

Leases

Northpower Group entities lease certain land and
buildings. 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.

Statement of Cash Flows

Cash means 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.

Changes in Accounting Policies

There have been no changes in accounting policies.
The policies have been applied on a basis consistent
with previous years.



Financials

For the Year Ended 31 March 2007.

Notes to and forming part of the financial statements

GROUP PARENT
ThisYear Last Year ThisYear Last Year
$000’s $000's $000’s $000's
1. Operating Revenue
Line Charges 37,528 33,705 37,528 33,705
Line Contributions 4,042 3,821 4,042 3,821
Contracting Work 107,670 88,000 105,293 88,000
Interest Received 30 107 30 106
Sundry Income etc. 279 252 276 252
Income from Farming 284 268 - -
$149,833 $126,153 $147,169 $125,884
2. Continuing and Discontinued Activities
Continuing Activities:
Operating Revenues - 123,805 - 123,536
Operating Surplus - 12,571 - 12,476
Discontinued Activities:
Operating Revenues - 2,348 - 2,348
Operating Surplus (Deficit) - (605) - (605)
Totals:
Operating Revenues - 126,153 - 125,884
Net Surplus - 11,966 - 11,871

Discontinued Operations:

Northpower Ltd has been involved in installation and maintenance of gas pipes in the Auckland area. The Company has decided to close down the
gas installation and maintenance part of its business as at 31 March 2006. Assets and staff have been transferred to other Northpower departments.
The Company will continue with the electricity reticulation, construction and maintenance operations.

3. Net Surplus Before Tax
After Charging/(Crediting)

Bad Debts Written Off 17 39 17 39
Depreciation
- Distribution System 4,401 4,223 4,401 4,223
- Generation 235 260 235 260
- Buildings 322 327 312 318
- Plant and Equipment 1,880 1,675 1,802 1,667
- Motor Vehicles 2,695 2,322 2,695 2,322
Directors’ Fees 215 193 215 193
Interest 713 355 713 355
Rental and Operating Lease Costs 514 465 434 458
Research and Development 1,502 413 1,502 413
Donations - - - -
Loss/(Gains) on Sale of Assets (89) (18) (89) (18)
Amortisation of Goodwill 505 245 230 245

4. Auditors Remuneration

Auditing Financial Statements 85 56 54 52
Auditing Disclosure Regulations 9 10 9 10
5. Taxation:
Profit before Taxation 19,980 16,180 20,051 16,038
Prima Facie Taxation @ 33% Plus/(Less) Tax Effect of: 6,593 5,340 6,617 5,293
Permanent Differences (1,315) (1,240) (1,406) (1,240)
Timing differences not recognised 114 148 113 148
Prior Period Adjustment 27) (34) (27) (34)

Imputation Credits Received - - - -

$5,365 $4,214 $5,297 $4,167
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GROUP PARENT
ThisYear Last Year ThisYear Last Year
$000’s $000’s $000’s $000's
The Taxation Charge is Represented by:
Current Taxation 5,377 4,213 5,297 4,167
Deferred Taxation (12) 1 - -
$5,365 $4,214 $5,297 $4,167
A deferred tax liability of $15,685,000
(2006: $15,760,000,000) has not been recognised.
Movements in Provision for Deferred Taxation:
Opening Balance (14) (13) - -
Prior Period Adjustment - - - -
Current Movement in Timing Differences 12 (1) - -
($2) ($14) $0 $0
Imputation Credit Account:
Opening Balance 17,753 16,733 17,303 16,323
Imputation Credits Attaching to
Dividends Paid in the Year (2,046) (2,017) (2,046) (2,017)
Income Tax Payments During Year 5,774 3,037 5,643 2,997
Imputation Credits Attaching to
Dividends Received in the Year - - - -
Other - - - -
$21,481 $17,753 $20,900 $17,303
6. Property, Plant and Equipment:
Distribution System - atValuation 206,656 138,328 206,656 138,328
- at Cost - 24,968 - 24,968
Less Accumulated Depreciation - (11,969) - (11,969)
$206,656 $151,327 $206,656 $151,327
Generation - at Cost 5,813 5,809 5,813 5,809
Less Accumulated Depreciation (3,449) (3,214) (3,449) (3,214)
$2,364 $2,595 $2,364 $2,595
Buildings - atValuation 11,774 11,774 11,774 11,774
- at Cost 1,000 610 562 176
$12,774 $12,384 $12,336 $11,950
Less Accumulated Depreciation (405) (83) (337) (24)
$12,369 $12,301 $11,999 $11,926
Plant and Equipment - Cost 17,481 15,685 16,962 15,601
Less Accumulated Depreciation (9,534) (7,878) (9,409) (7,821)
$7,947 $7,807 $7,553 $7,780
Motor Vehicles - Cost 26,995 25,213 26,995 25,213
Less Accumulated Depreciation (10,748) (9,392) (10,748) (9,392)
$16,247 $15,821 $16,247 $15,821
Land - at Valuation 11,658 11,658 11,658 11,658
- at Cost 1,753 1,730 23 -
$13,411 $13,388 $11,681 $11,658
Total Fixed Assets $258,994 $203,239 $256,500 $201,107
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GROUP PARENT
ThisYear Last Year ThisYear Last Year
$000’s $000's $000’s $000's
7. Goodwill
Cost -
Balance at beginning of year 2,577 1,077 2,577 1,077
Goodwill on acquisition of business 96 1,500 96 1,500
Transfer to subsidiary - - (1,475) -
Balance at end of year $2,673 2,577 1,198 2,577
Accumulated Amortisation -
Balance at beginning of year (461) (216) (461) (216)
Amortisation expense for the year (505) (245) (230) (245)
Balance at end of year ($966) ($461) ($691) ($461)
Intangibles book value at end of year $1,707 $2,116 $507 $2,116
8. Share Capital
Opening Balance 35,989 35,989 35,989 35,989
Total Issued and Paid Up Capital
Represented by 35,988,848 ordinary shares $35,989 $35,989 $35,989 $35,989
9. Asset Revaluation Reserve
Distribution System - Opening Balance 102,793 102,793 102,793 102,793
- Revaluation 51,057 - 51,057 -
- Closing Balance $153,850 $102,793 $153,850 $102,793
Buildings - Opening Balance 4,782 3,682 4,782 3,682
- Revaluation - 1,100 - 1,100
- Closing Balance $4,782 $4,782 $4,782 $4,782
Land - Opening Balance 7,070 1,562 7,070 1,562
- Revaluation - 5,508 - 5,508
- Closing Balance $7,070 $7,070 $7,070 $7,070
Total $165,702 $114,645 $165,702 $114,645
10. Retained Earnings:
Opening Balance 54,198 46,387 53,150 45,434
Net Surplus After Taxation 14,615 11,966 14,754 11,871
Total available for Appropriation 68,813 58,353 67,904 57,305
Dividends (5,177) (4,155) (5,177) (4,155)
Closing Balance $63,636 $54,198 $62,727 $53,150
11. Investment in Subsidiary:
Shares in Subsidiaries (Unlisted) - -
Advances to Subsidiaries 3,235 1,356
$3,235 $1,356

Subsidiaries Interest Held Balance Date Principal Activity
Metro Power Ltd ~ 100% 31 March Dairy Farming
PMS Services Ltd ~ 100% 31 March Electrical Contracting
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12. Reconciliation with Cash Inflow

13.

14.

from Operating Activities:

Net Surplus after Taxation 14,615 11,966 14,754 11,871
Add (Less) Non-Cash Items:

Depreciation 9,533 8,807 9,445 8,790
Movements Deferred Tax (12) 1 - -
(Gain) Loss on Sale of Assets (89) (18) (89) (18)
Goodwill Amortised 505 245 230 245
Movements in Working Capital -

Increase (Decrease) in Creditors 6,883 1,600 6,657 1,606
(Increase) Decrease in Taxation Refund (424) (1,173) (352) 1,166
(Increase) Decrease in Accounts Receivable (4,871) (3,400) (4,710) (3,400)
(Increase) Decrease in Inventory (1,200) (1,084) (1,230) (1,084)
Net Cash Inflow from Operating Activities $24,940 $19,290 24,705 $19,176

Cash Balances on Statement of Financial Position

Bank Overdraft 227 182 145 175
Cash 1 1 1 1
$228 $183 $146 $176

Financial Instruments

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

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

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

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

Fair Values:

With the exception of shares in subsidiaries, the fair value of all financial instruments is approximated by the carrying value recorded

in the Statement of Financial Position. The fair value of Northpower’s investment in Metro Power Limited (as approximated by the net assets
of Metro Power Limited) is $1,151,000 (2006: $1,048,000).

Currency Risk:
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rate.

Northpower uses foreign currency forward exchange contracts to manage exposure. At balance date the contract for Australian dollars and
Japanese yen forward exchange contracts outstanding were:-

GROUP PARENT
ThisYear Last Year ThisYear Last Year
$000’s $000's $000’s $000's
To Pay 2,406 Nil 2,406 Nil

Interest Rate Risk:

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates. There are no interest rate
options or interest rate swap options in place as at 31 March 2007 (2006 nil). The interest rates for Northpower’s financial instruments are as follows:
Bank Deposit N/A (2006: N/A)

Bank Loan 8.40% (2006: 8.05%) floating rate

The Board does not consider that there is any significant interest exposure on either its bank deposits or loan.
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15. Segment Information:
Northpower Ltd’s principal activities relate to the distribution, management, construction, service provision and reticulation of electricity
within the North Island.

16. Contingent Liabilities:

GROUP PARENT
ThisYear Last Year ThisYear Last Year
$000’s $000's $000’s $000's
Performance Bonds $3,873 $3,020 $3,873 $3,020

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

Due within 1 year 727 179 699 179
Due within 1-2 years 603 54 603 54
Due within 3-5 years 1,585 0 1,585 0
Due within 5 years and more 1,461 0 1,461 0
Capital commitments contracted for at balance date 2,406 286 2,406 286

Commitments relate to purchase of distribution equipment.

18. Related Parties:
(a) Parent
The Northpower Electric Power Trust is the sole shareholder. Dividends paid to the shareholder are disclosed in the
Statement of Movements in Equity. There were no other transactions with the shareholder.
(b) Subsidiaries
Northpower Ltd has two subsidiaries:

(i) Metro Power Ltd. Metro Power repaid $115,000 to Northpower (2006 $139,000).The balance owed to Northpower
as at 31 March 2007 is $1,241,000 (2006 $1,356,000).
(i) PSM Services Ltd.
1. Northpower transferred assets and liabilities of the PSM division to a PSM Services Ltd subsidiary in May 2006.
Net value of assets and liabilities was $1,994,000.

2. Northpower provided services to PSM Services Ltd for $275,000. PSM Services Ltd provided services to
Northpower for $117,000. At balance date PSM Services owed Northpower $58,000 and Northpower owed
PSM Services $3,000. The amount outstanding on Northpower’s funding for PSM Services at balance date was
$1,994,000. Northpower is providing a guarantee of $360,000 for PSM Services’ overdraft facility.

(c) Directors
The Directors of Northpower Ltd are also the Directors of PSM Services Ltd and Metro Power Ltd.

(b) Key Management
There are no key management issues.

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

19. Investments:
The Investments in the Group accounts consist of 120,480 Dairy Company shares and 22,648 Ravensdown Fertiliser Cooperative Limited shares.
Fair value of the Dairy Company shares is $790,349 (2006: $658,719) and for Ravensdown shares $26,248 (2006: $21,796).

20. Adoption of New Zealand Equivalents to International Reporting Standards (NZ IFRS)

In December 2002 the New Zealand Accounting Standards Review Board announced that NZ IFRS will apply to all New Zealand reporting
entities for periods commencing on or after 1 January 2007.

Northpower Limited is adopting NZ IFRS for the financial year beginning 1 April 2007 with comparatives required to be restated for the
prior year on initial adoption.
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21.

22.

Northpower Limited has established a project team to identify the accounting policy, disclosure, presentation and classification differences that
occur on transition to NZ IFRS. The project entails assessing the impacts of changes to NZ IFRS on Northpower Limited’s financial reporting
and other related activities, then designing and implementing processes to deliver financial reporting on an NZ IFRS compliant basis, as well as
dealing with any related business impacts.

The potential impact on the group financial statements and accounting policies of adopting NZIFRS statements is yet to be finalised
as the group has not yet completed the IFRS conversion. However, we anticipate an increase in deferred tax liability.

i. DeferredTaxation

Currently deferred taxation is accounted for using the partial basis. Under NZ IFRS deferred taxation is accounted for using a “balance sheet”
approach. The “balance sheet” approach recognises deferred tax where there is a difference between the carrying value of an asset or liability,
and its tax base. Northpower Limited has significant differences between the carrying value and tax base of the Distribution System assets which
will result in the recognition of a large deferred tax liability balance.

Regulatory bodies that promulgate NZ IFRS have significant ongoing projects that could affect the differences between current NZ GAAP and NZ
IFRS. In addition, the existing standards in place may be subject to changes in interpretation prior to 31 March 2008. Consequently it is possible that
future developments to NZ IFRS will change the nature of the differences outlined above by the time Northpower Limited reports its first

Financial Statements prepared under NZ IFRS.

Significant Events After Balance Date:

On 1 June 2007 Northpower bought West Coast Energy Pty Ltd, an electrical contracting company based in Perth,Western Australia.
The purchase will increase Northpower’s contracting business and extend the territory in which Northpower operates to Australia.

Performance Report

Net Profit After Tax
Shareholders’ Funds

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)

Lost Time Accidents (includes all sites)

2006-7 Target

5.00%

6.50%

< 120 minutes
<10

> 85% satisfied
> 85% satisfied
<1

2006-7 Results

6.22%

7.48%

139.9 minutes
8.87

88% satisfied
90% satisfied
2
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