
Auditors’ Report

All subsidiaries have balance dates
of 31 March.The parent company
has a 100% interest in all subsidiaries.
No subsidiaries have assets exceeding
5% of the Group's total assets.

Statement of Accounting Policies
For the nine months ended 31 March 2004

WEL Networks Limited changed its financial year from 30 June to 31 March. Consequently the 2004 financial statements
are for a nine month period. The comparative figures are for the year ended 30 June 2003.

These financial statements have been prepared in accordance with the Financial Reporting Act 1993. The Parent
Company's financial statements are for WEL Networks Limited as a separate entity and the consolidated financial
statements are for the WEL Networks Group, which includes all its subsidiaries and associate entities as disclosed in
Note 12. WEL Networks Limited, parent company, is registered under the Companies Act 1993.

1GENERAL ACCOUNTING POLICIES
The general accounting policies recognised as appropriate for the measurement and reporting of results, 
cashflows and the financial position under the historical cost method, as modified by the revaluation of certain
assets, have been followed in the preparation of these financial statements.

2PARTICULAR ACCOUNTING POLICIES
The particular accounting policies which have a significant effect on the financial performance, cash flows, and
the financial position are as follows:

(a)Principles of consolidation

The consolidated financial statements include those of the parent company and its subsidiaries accounted for
using the purchase method. The consolidated Statement of Financial Performance includes the Group’s share
of the tax-paid surpluses of associate entities as disclosed in the most recent audited financial statements.

All significant transactions between Group companies are eliminated on consolidation.

(b)Investments

Investments in subsidiaries are stated at net asset backing.

The equity method has been used for those associate entities in which the Group has a significant, but not a
controlling interest.

Other investments are stated at the lower of cost or net realisable value.

Dividend income is not recognised until it is declared by the investee.  Interest and rental income are accounted
for as earned.

(c)Inventories

Inventories are valued at the lower of weighted average cost and net realisable value. Work-in-progress is 
valued at cost comprising direct labour, contractors’ costs, materials and freight.

(d)Income Tax

The income tax expense charged to the Statement of Financial Performance includes both current and deferred
tax. Deferred tax is calculated using the liability method, and is accounted for using the comprehensive basis,
except that deferred tax is not provided on asset revaluations of the distribution system.

Future tax benefits attributable to timing differences or losses carried forward are only recognised
where there is a virtual certainty that the benefit will be utilised by the Group.

(e)Trade Debtors

Trade debtors are stated at their estimated realisable value after adequate provision for doubtful debts. 
Bad debts are written off in the period they are identified.

(l) Foreign Currencies

Foreign currency transactions are recorded at the exchange rates in effect at the date of the transaction except
where forward currency contracts have been taken out to cover short term forward currency commitments.

Where short term forward currency contracts have been taken out, the transaction is translated at the rate
contained in the contract. Monetary assets and liabilities arising from trading transactions or overseas
borrowings are translated at closing rates.  Gains and losses due to currency fluctuations on these items are
included in the Statement of Financial Performance except where monetary liabilities are identified as a hedge
against a foreign operation.

(m) Construction Contracts

Profits on construction contracts are determined using the percentage of completion method.  Profits are
recognised only when the outcome of the contract can be reasonably estimated.
Foreseeable losses on a contract are recognised immediately.

(n) Leased Assets

Operating Leases

Operating Lease payments are recognised as an expense in the period the amount is payable.

3 CHANGES IN ACCOUNTING POLICIES

There have been no changes in accounting policies applied during the period under review.

Group Group Parent Parent
9 Months 12 Months 9 Months 12 Months

31 Mar 2004 30 Jun 2003 31 Mar 2004 30 Jun 2003
($000s) ($000s) ($000s) ($000s)

5 Taxation expense

Surplus before taxation             15,311              20,265              15,311              20,265

Permanent differences               1,279                3,156                1,279                3,156
Gain on disposal of investments                   54                  (419)                    54                  (419)

    
Surplus subject to tax             16,644              23,002              16,644              23,002

Tax at 33%                5,492                7,591                5,492                7,591
Under/(over) provision previous year           13                      9                     13                       9

Taxation expense               5,505                7,600                5,505                7,600

Attributable to continuing activities         5,505                7,600                5,505                7,600

Total tax expense recognised
for the year            5,505                7,600                5,505                7,600

Represented by:
Deferred income tax liability                1,654                2,001                1,654                2,001
Current taxation provision               3,851                5,599                3,851                5,599

              
5,505                7,600                5,505                7,600

Parent Parent
9 Months 12 Months

31 Mar 2004 30 Jun 2003
($000s) ($000s)

6 Imputation credit memorandum account

Balance at the beginning of the year              16,325              12,447
Dividends allocated                          (2,739)              (3,990)
Taxation paid                3,467                8,900
Taxation refunds received             (2,485)              (1,032)

Balance at the end of the year              14,568              16,325

Group Group Parent Parent
31 Mar 2004 30 Jun 2003 31 Mar 2004 30 Jun 2003

($000s) ($000s) ($000s) ($000s)

7 Dividends

Interim dividend paid/payable                2,640                1,700                2,640                1,700
Final dividend paid/payable                       -                5,560                       - 5,560

Total dividends               2,640                7,260                2,640                7,260

8 Paid In capital

Issued and paid in capital
7,801,754 ordinary shares

(2003: 7,801,754)                 180             180                 180                   180

All ordinary shares carry equal voting rights.

Group Group Parent Parent
31 Mar 2004 30 Jun 2003 31 Mar 2004 30 Jun 2003

($000s) ($000s) ($000s) ($000s)

13 Fixed Assets

Freehold Land and Buildings
Land At cost                        -                    87                        -                     87

 At valuation                2,546                1,766                2,546                1,766
Buildings At cost                        -                    83                        -                     83

 At valuation                8,782                7,310                8,782                7,310
             11,328                9,246              11,328                9,246

Accumulated depreciation
 At cost - (8)                      -                    (8)
 At valuation                        -                 (490)                      -                 (490)

Net book value              11,328                8,748              11,328                8,748

Vehicles
Cost                   541                   441                   541                   441
Accumulated depreciation                 (211)                (154)                 (211)                (154)

Net book value                  330                   287                   330                   287

Computers, Furniture, Plant and Equipment
Cost              12,782              12,433              12,782              12,433
Accumulated depreciation           (10,713)           (10,088)           (10,713)           (10,088)

Net book value                2,069                2,345                2,069                2,345

Distribution System
Cost                2,431              20,143                2,431              20,143
Valuation           182,188           155,182           182,188           155,182

          184,619           175,325           184,619           175,325

Accumulated depreciation
 At cost                  (188)                (448)                 (188)                (448)
 At valuation                    -     (10,293) -             (10,293)

Net book value           184,431           164,584           184,431           164,584

Other Fixed Assets
Cost                1,355                1,355                1,355                1,355
Accumulated depreciation                 (596)                (566)                 (596)                (566)

Net book value                  759                   789                   759                   789

Capital Work In Progress
Cost                   1,099                   484                1,099                   484

Net book value                  1,099                   484                1,099                   484

Total net book value          200,016           177,237           200,016           177,237

Land and Buildings were revalued on 31 March 2004 by DTZ New Zealand Ltd, Registered Valuers. The distribution
system was revalued on 31 March 2004 by Sinclair Knight Merz (NZ) Limited, Registered Engineers. The value
adopted is Depreciated Replacement Cost.
Other Fixed Assets represents the amount paid to Hamilton City Council in 1989 for the use of substations 
buildings. This amount is being depreciated over a  period of 33 years.

Statements of Financial Performance
For the nine months ended 31 March 2004

NoteGroup GroupParentParent
 9 Months12 Months 9 Months12 Months
31 Mar 200430 Jun 200331 Mar 200430 Jun 2003
($000s)($000s)($000s)($000s)

Revenue2             38,645             51,143             38,645             51,143
Expenses           (23,334)           (30,878)           (23,334)           (30,878)
    
Surplus Before Taxation3             15,311             20,265             15,311              20,265

Income Tax Expense5             (5,505)             (7,600)             (5,505)             (7,600)

Surplus Attributable to the
Shareholders of the Parent               
Company9,806             12,665                9,806              12,665

Statements of Movements in Equity
For the nine months ended 31 March 2004

NoteGroupGroupParentParent
9 Months12 Months9 Months12 Months
31 Mar 200430 Jun 200331 Mar 200430 Jun 2003
($000s)($000s)($000s)($000s)

Equity as at 1 July 2003          164,313        158,908          164,313          158,908

Net Surplus for the year9,80612,6659,80612,665
Revaluation of Assets9             16,724                      -16,724                      -

Total Recognised Revenue and Expenses  26,530             12,665             26,530             12,665

Dividends7             (2,640)             (7,260)             (2,640)             (7,260)

(2,640)             (7,260)             (2,640)             (7,260)

Equity as at 31 March 2004          188,203          164,313          188,203          164,313

17 Financial Instruments

(a)  Currency, Electricity Price and Interest Rate Risk

Nature of activities and management policies with respect to financial instruments:

(i) Concentrations of Credit Risk

In the normal course of its business, the company incurs credit risk from trade receivables from energy
customers and transactions with financial institutions. A provision has been set up for trade receivables
which are unlikely to be collected.

The company has a credit policy which is used to manage this exposure to credit risk. As part of this
policy, limits on exposures with counterparties have been set and are monitored on a regular basis.

The Group has in excess of 80% of its trade debtors owing from the incumbent retailer. This debt is subject
to a written agreement that requires an investment grade credit rating to be maintained. If the credit
rating falls below investment grade then a bond will be required as collateral.

b) Fair Values

The Directors estimate that the carrying amounts of financial instruments in the Statement of Financial Position
equal their fair values.

18 Segment Information

The Group operates primarily in the energy reticulation industry predominantly within New Zealand.

19 Contingencies

There are no contingent liabilities as at 31 March 2004 (2003 NIL).

20 Related Party Disclosures

The ultimate parent of WEL Networks Limited is the WEL Energy Trust which owns 100% of its shares.

All members of the Group are considered related parties of WEL Networks Limited. This includes the
subsidiaries and associated companies listed in note 12.

Other than the payment of directors’ fees (refer note 3) the Group has not entered into any transactions with 
Directors.

No related party debts were forgiven or written off during 2004 or 2003.

21 Events Subsequent to Balance Date

On 15 June 2004 the Directors declared a fully imputed dividend of $37,400,000 (479.38 cents per share)
payble on 30 June 2004. They also confirmed their intention to issue capital notes to the WEL Energy Trust for
the same amount as the dividend. Neither of these transactions have been recorded in the financial statements.

(f)Revenue Recognition

Revenues from line sales include an accrual for units sold but not billed at balance date.

(g)Fixed Assets

Land and buildings are revalued every three years on the basis of open market value for existing use. Valuations
are performed by independent valuers.

The distribution system is revalued every three years on the basis of Depreciated Replacement Cost. Valuations
are performed by independent valuers. 

Costs for internally constructed assets comprise direct labour, contractors’ costs, materials and a proportion 
of production overheads based on a normal level of activity.

All other fixed assets and additions to the distribution system, land and buildings since the last valuation are
recorded at cost.

(h)Depreciation of Fixed Assets

Depreciation is not provided on freehold land.

Depreciation of buildings and the distribution system is provided for on a straight line basis over their remaining
estimated useful lives as follows:

Buildings3.0%
Distribution System2.9%

Depreciation of other fixed assets is provided for on a diminishing value basis over their remaining estimated
useful lives as follows:

Computer Equipment35%
Furniture, Plant and Equipment20 - 50%
Vehicles25%

(i)Research and Development Expenditure

Research and development expenditure is charged to operating expenses except that expenditure incurred on
development projects is deferred to future periods to the extent that such expenditure is expected to be
recoverable from related future revenues. Deferred development expenditure is amortised over future periods
on a basis related to expected future revenues.

(j)Statement of Cash Flows

The terms used in the Statement of Cash Flows are defined as follows:

(i) Cash means bank overdraft and cash deposits with financial institutions which the Group regards as part
of its day-to-day cash management;
(ii) Investing activities comprise the purchase of fixed assets and investments;
(iii) Financing activities comprise the change in equity and debt capital structure of the Group and the payment
of dividends;
(iv)Operating activities include all transactions that are not investing and financing activities.

(k)Financial Instruments

Financial Instruments with off-balance sheet risk, have been entered into for the primary purpose of reducing
exposure to fluctuations in foreign exchange rates, electricity prices and interest rates. While financial
instruments are subject to risk that market rates may change subsequent to acquisition, such changes would
generally be offset by opposite effects on the items hedged.

Notes to the Financial Statements
For the nine months ended 31 March 2004

1 Discontinued Activities
There have been no activities discontinued during the year.

Group Group Parent Parent
9 Months 12 Months 9 Months 12 Months

31 Mar 2004 30 Jun 2003 31 Mar 2004 30 Jun 2003
($000s) ($000s) ($000s) ($000s)

2 Revenue

Gross line revenues             41,309              52,832              41,309              52,832
Discount              (9,290)             (9,600)             (9,290)             (9,600)
Total line revenues             32,019              43,232              32,019              43,232

Contracting sales                    1,943                1,846                1,943                1,846
Rental income                  597                   760                   597                   760
Interest on investments                  528                   379                   528                   379
Other income                3,558                4,926                3,558                4,926

Total Operating Revenue              38,645              51,143              38,645              51,143

3 Net Operating Surplus

The Surplus Before Taxation is stated after charging/(crediting):

Transmission costs               7,950              10,744                7,950              10,744
Wages and salaries               3,591                4,090                3,591                4,090
Materials and services               3,573                4,474                3,573                4,474
Depreciation of property, plant and equipment
Buildings                   167                   224                   167                   224
Vehicles                     73                     90                     73                     90
Computers, furniture,
plant and equipment                  779                1,218                   779                1,218
Distribution system               3,908                4,937                3,908                4,937
Other fixed assets                    30                     41                     30                     41
Total Depreciation               4,957                6,510                4,957                6,510

Directors' fees                  180                   243                   180                   243
Interest payments                       -                   347                      -                   347
Net loss/(gain) on disposal
of fixed assets                  131 (441) 131 (441)
Research and development                        1                      7             1                       7
Bad debts written off                  188                   138                   188                   138
Change in provision for doubtful debts          (4)                   41                     (4)                    41
Rental and operating lease payments           58                    61                     58                     61
Write down/(up) in value of investments       54                    (11)                   54              (11)

4 Remuneration of Auditors

Auditing the financial statements                 24                     24                    24                     24
Other audit services                    70 41                     70                     41
Other assurance services                    30                     12                     30                     12
Other advisory services                    16                     10                     16                     10

Total Remuneration                  140                     87                   140                     87

PricewaterhouseCoopers were the only auditors employed during the year.

Group Group Parent Parent
31 Mar 2004 30 Jun 2003 31 Mar 2004 30 Jun 2003

($000s) ($000s) ($000s) ($000s)

9 Reserves

Revaluation of Assets Reserve
Balance at the beginning of the year      94,663              94,663              92,555              92,555
Asset revaluation - network              13,989                       -              13,989                       -
Asset revaluation - land 693                       - 693 -
Asset revaluation - buildings 2,042                       - 2,042 -

Balance at the end of the year           111,387              94,663           109,279              92,555

Other Reserves
Opening balance            (34,819)           (34,819)           (34,819)           (34,819)

Balance at the end of the year            (34,819)           (34,819)            (34,819)           (34,819)

Total Reserves              76,568             59,844              74,460              57,736

10 Retained Earnings

Retained Earnings
Balance at the beginning of the year   104,289              98,884           106,397           100,992
Surplus after taxation               9,806              12,665                9,806              12,665
Dividends (note 7)             (2,640)             (7,260)              (2,640)             (7,260)

Balance at the end of the year        111,455           104,289           113,563           106,397

11 Current Assets

Cash and bank              15,869                1,183              15,869                1,183
 Trade debtors              (5,407)              6,798              (5,407)               6,798
 Prepayments                     50                      8                     50                       8
 Stock of materials                     96                    70                     96                     70
 Work in progress                     51                    10                     51                     10
 Current tax receivable                   356                3,219                   356                3,219

Total Current Assets             11,015             11,288              11,015              11,288

Accounts Receivable includes a credit of $11,500,000 (2003 $2,198,000)
which relates to discount allowed.

12 Investments

Other Investments
Other investments                  129                   183                   129                   183

Balance at the end of the year                   129                   183                   129                   183

Total Investments                  129                  183                   129                   183

Subsidiary Companies comprise:
 

Operating Subsidiaries
There are no operating subsidiaries

Non Operating Subsidiaries
WEL International Limited
WEL Electricity Limited
WEL Power Limited
WEL Energy Group Limited (formerly WEL Networks Limited)

WEL Resource Limited
Waikato Electricity Limited
WEL Generation Limited

Group Group Parent Parent
31 Mar 2004 30 Jun 2003 31 Mar 2004 30 Jun 2003

($000s) ($000s) ($000s) ($000s)

14 Current liabilities

Trade creditors                6,620                6,820                6,620                6,820
Customer deposits                    13                     13                     13                     13
Provision for annual and
long service leave                  257                   276                   257                   276
Provision for dividend               2,640                5,560                2,640                5,560

Total current liabilities               9,530             12,669                9,530              12,669

15 Deferred income tax liability

Balance at the beginning
of the year              11,867                9,866              11,867                9,866
Current year timing differences               1,578                2,011               1,578                 2,011
Adjustment for previous year                     77                   (10)                    77                   (10)

Balance at the end of the year          13,522             11,867              13,522              11,867

The tax effect of timing differences arising from asset revaluations of the distribution system approximating
$20,569,000 (2003 $18,430,000) which would only crystallise on disposal, have not been recognised.

16 Capital commitments

The parent company and the group had commitments for future capital expenditure at
31 March 2004 of $1,792,000 (2003 $508,000).

Operating Leases

Non-cancellable operating lease commitments:
Current                     73                     73                     73                     73
Non Current                1,049                1,122                1,049                1,122

               
Total Operating Leases 1,122               1,195                1,122                1,195

The Group leases land and premises.  Operating leases held over properties give the Group the right 
to renew the lease subject to a predetermination of the lease rental by the lessor. There are no
options to purchase in respect of land and premises held under operating leases.

Statements of Cash Flows
For the nine months ended 31 March 2004

GroupGroupParentParent
9 Months12 Months9 Months12 Months
31 Mar 200430 Jun 200331 Mar 200430 Jun 2003
($000s)($000s)($000s)($000s)

Cash Flows From Operating Activities

Cash received from operations
Receipts from customers             46,560             54,43046,56054,430
Interest received                  528                  379                  528                  379

Total cash received from operations             47,088             54,809             47,088             54,809

Cash disbursed on operations
Payments to employees and suppliers  (17,359)          (26,497)(17,359)(26,497)
Interest paid                     -              (411)                    -                (411)
Income tax paid                 (987)             (7,868)                (987)             (7,868)
Total cash disbursed on operations           (18,346)           (34,776)           (18,346)           (34,776)

Net cash flow from operations
(refer to reconciliation on page 18)           28,742           20,033             28,742             20,033

Cash Flows From Investing Activities

Cash received from investing activities
Sale of fixed assets               1,710                  143               1,710                  143
Term deposits maturing                    45                      2                     45          2

Total cash from investing activities               1,755145               1,755                  145

Cash disbursed on investing activities
Fixed asset purchases           (10,251)             (9,018)           (10,251)         (9,018)
Total cash disbursed on investing activities     (10,251)             (9,018)           (10,251)             (9,018)

Net cash flow from/(applied to)
investing activities             (8,496)             (8,873)             (8,496)             (8,873)

Cash Flows From Financing Activities

Total cash received from financing activities         -                      -                      - -

Cash disbursed on financing activities
Loans Repaid                      -         (11,113)                      -           (11,113)
Dividend paid             (5,560)             (8,100)             (5,560)             (8,100)

Total cash disbursed on financing activities  (5,560)           (19,213)             (5,560)           (19,213)

Net cash flow from/
(applied to) financing activities             (5,560)           (19,213)             (5,560)           (19,213)

Net increase/(decrease) in cash held        14,686             (8,053)             14,686             (8,053)

Cash at the beginning of the year               1,183               9,236               1,183               9,236

Cash at the end of the year             15,869               1,183             15,869               1,183

Statements of Cash Flows (continued)
For the nine months ended 31 March 2004

GroupGroupParentParent
9 Months12 Months9 Months12 Months
31 Mar 200430 Jun 200331 Mar 200430 Jun 2003
($000s)($000s)($000s)($000s)

Reconciliation of net cash flows from operating
activities with surplus after taxation

Surplus after taxation               9,806             12,665               9,806             12,665

Non cash items
Depreciation               4,957               6,475               4,957               6,475
Write down in investment                    54- 54                      -

Total non cash items               5,011               6,475               5,011               6,475

Increase in working capital
Trade debtors             10,497               2,865             10,497               2,865
Stock of materials                   (26)                   27                   (26)                   27
Work in progress                   (41)                  120                   (41)                 120
Prepayments                   (42)                   13                   (42)                   13
Trade creditors             (1,315)             (1,448)            (1,315)             (1,448)
Annual and long service
leave provision      204                    35                  204                    35
Provision for taxation               2,863             (2,269)              2,863             (2,269)
Deferred tax liability               1,654               2,001               1,654               2,001

Net increase in working capital       13,794              1,344             13,794               1,344

Items classified as investing activities
Net loss/(gain) on sale of assets                131                (451)131  (451)
                  131                 (451)                 131                 (451)

Net cash inflow from
operating activities           28,742             20,033              28,742             20,033

Statements of Financial Position
As at 31 March 2004

NoteGroupGroupParentParent
31 Mar 200430 Jun 200331 Mar 200430 Jun 2003
($000s)($000s)($000s)($000s)
Equity
Paid In Capital8                  180                  180                  180                  180
Reserves9             76,568             59,844             74,460             57,736
Retained Earnings10          111,455          104,289          113,563          106,397

Total Equity          188,203          164,313          188,203          164,313

Represented by:
Current Assets11             11,015             11,288             11,015             11,288
Investments12                  129                  183                  129                  183
Other Assets                    95                  141                    95                  141
Fixed Assets13          200,016          177,237          200,016          177,237

Total Assets          211,255          188,849          211,255          188,849

Current Liabilities14               9,530             12,669               9,530             12,669
Deferred Tax Liability15             13,522             11,867             13,522             11,867

Total Liabilities             23,052             24,536             23,052             24,536

Net Assets          188,203          164,313          188,203          164,313

For, and on behalf of, the Board

Sir Dryden Spring, Chairman               Rodger Fisher, Deputy Chairman
15 June 200415 June 2004
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