
Statement of Accounting Policies
For the year ended 31 March 2005

WEL Networks Limited changed its financial year from 30 June to 31 March in 2004. The attached
accounts are for a twelve-month period. The comparative figures are for a nine-month period from 1
July 2003 to 31 March 2004.

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.

1 GENERAL 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.

2 PARTICULAR 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.

(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 highest
and best 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:

Buildings 3.0%
Distribution System 2.9%

Depreciation of other fixed assets is provided for on a diminishing value basis over their remaining
estimated useful lives as follows:
Computer Equipment 35%
Furniture, Plant and Equipment 20 - 50%
Vehicles 25%

(i) Research and Development Expenditure

Research and development expenditure is charged to operating expense 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; and
(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.

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

(o) Joint ventures

When a member of the Group participates in a joint venture arrangement, that member recognises
its proportionate interest in the individual assets, liabilities and expenses of the joint venture. The
liabilities recognised include its share of those for which it is jointly liable.

3 CHANGES IN ACCOUNTING POLICIES

There have been no changes in accounting policies applied during the year under review.
Certain comparatives have been re-classified to ensure greater transparency and comparability 
between periods.

18 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.

19 Segment Information

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

20 Contingencies

There are no contingent liabilities as at 31 March 2005 (2004 NIL).

21 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 2005 or 2004.

22 Events Subsequent to Balance Date

There are no events subsequent to balance date.

Notes to the Financial Statements
For the year ended 31 March 2005

1 Discontinued Activities

There have been no activities discontinued during the year.

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

31 Mar 2005 31 Mar 2004 31 Mar 2005 31 Mar 2004
($000s) ($000s) ($000s) ($000s)

2 Revenue

Gross line revenues 57,917 41,309 57,917 41,309
Discount (14,079) (9,290) (14,079) (9,290)
Total line revenues 43,838 32,019 43,838 32,019
Contracting sales 2,392 1,943 2,392 1,943
Rental income 825 597 825 597
Interest on investments 682 528 682 528
Other income 5,900 3,558 5,900 3,558
Total Operating Revenue 53,637 38,645 53,637 38,645

3 Net Operating Surplus

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

Transmission costs 11,755 7,950 11,755 7,950
Wages and salaries 4,681 3,591 4,681 3,591
Materials and services 5,430 3,573 5,430 3,573
Depreciation of property,
plant and equipment

Buildings 269 167 269 167
Vehicles 92 73 92 73
Computers, furniture,
plant and equipment 883 779 883 779
Distribution system 5,593 3,908 5,593 3,908
Land Fill Generation 70 - 70 -
Other fixed assets 40 30 40 30

Total Depreciation 6,947 4,957 6,947 4,957

Directors' fees 240 180 240 180
Interest payments 2,371 - 2,371 -
Net loss/(gain) on disposal
of fixed assets 331 131 331 131
Research and development - 1 - 1
Bad debts written off 135 188 135 188
Change in provision for
doubtful debts 78 (4) 78 (4)
Rental and operating
lease payments 86 58 86 58
Write down/(up) in
value of investments (54) 54 (54) 54

4 Remuneration of Auditors

Auditing the financial statements 24 24 24 24
Other audit services 53 70 53 70
Other assurance services - 30 - 30
Other advisory services - 16 - 16

Total Remuneration 77 140 77 140

PricewaterhouseCoopers were the only auditors employed during the year.

Auditors’ Report
31 March 2005
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DIRECTORY
As at 1 April 2005

Registered Office

WEL House

711 Victoria Street

PO Box 925

Hamilton

New Zealand

Telephone 64-7-838 1399

Facsimile 64-7-858 1447

Website www.wel.co.nz

Email connect@wel.co.nz

Directors holding office during the year

Sir Dryden Spring – Chairman

Rodger H Fisher – Deputy Chairman

Brian V Walsh

John W Green

John C Birch

Mike C Underhill (Alternate)

Chief Executive

Mike C Underhill BE (Elect), MCom (Hons), FIPENZ

Executive Officers

General Manager

Growth and Development Chris G Doak BE (Elect), Cert.Bus.Admin

General Manager

Organisation Development Brett J Hewitt BBS

General Manager

Corporate Services Kevin J Palmer BMS, CA

General Manager

Operations Russell K Shaw BEng (Hons), MSc in Engineering 

Business Management, CEng, MIEE, MIPENZ

Auditors PricewaterhouseCoopers, Auckland

Solicitors Swarbrick Dixon, Hamilton

Loft Consulting Limited, Whakatane

Insurance Brokers Willis New Zealand Limited, Auckland
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