
RELIABILITY OF SUPPLY (SAIDI)

We have an ongoing project for reducing the number of customers on individual 11kV distribution feeders.  A
project in Silverdale saw a new switching station connected back to the zone substation by new feeders with a
result that five heavily loaded existing feeders had their customer numbers and load reduced.

Our Avalon Drive zone substation has been rebuilt and has had new larger transformers installed.
 
The early failure of 33kV pin insulators has seen replacement of these insulators by polymer insulators on two
of our critical rural 33kV subtransmission lines.  This work has been made more complicated and expensive by
the need to carry out the work live line to ensure that there is no loss of supply.

Growth
The strong Waikato economy is putting significant extra demands on our network, particularly in the north Waikato,
the north eastern suburbs of Hamilton and the industrial areas in Te Rapa and Frankton.  Over the next 10 years
growth projects are a dominant part of our asset management plan with eight new zone substations to be
completed in the next four years.
 
Transpower
We must congratulate Transpower on completing their new grid exit point at Te Kowhai on time and on budget. 
This has provided a very important additional supply into the Waikato. 
 
In December we negotiated an arrangement with Transpower where we would relinquish our connection to their
Western Road grid exit point (except in emergencies) to enable Transpower to better provide transmission
services to Auckland. 
 
Customers
We aim to give the best possible service to our customers and we operate, maintain and grow our network to
best meet their needs. Our primary objectives are; quality of supply, fair pricing and customer service.
 
• Underlying reliability shows strong improvement
• We have reduced our overall price by increasing our discount to $21 million (incl. GST).
• No complaints were received by the Complaints Commissioner relating to our business.
• We paid out $29,755 under our customer promise scheme to customers who had been without electricity

for more than three hours
• After receiving a poor review of our service to dairy farmers, we worked effectively with Federated Farmers

and put in place a number of initiatives designed to improve both our service and our communications with
this critical part of the Waikato economy. 

• We have continued to carry out uneconomic undergrounding which provides community benefits. This year
the WEL Energy Trust has provided grants to enable us to carry out this work. 

 
Acknowledgements
During the year two members of our Executive resigned. Chris Doak has taken up the position of Chief Executive
of Hamilton International Airport and Brett Hewitt has taken up a senior position with Siemens. Both made an
important contribution to the Company.
 
I would like to thank each of the staff and the managers for their hard work and dedication during a year of
record work loads and organisational change. I am very proud of the team that we have at WEL.
My thanks also go to the Chairman and Directors for their wise guidance and governance.

Regulatory Issues
I am pleased to report that for the year ended 31 March 2006 WEL has met both its reliability thresholds and
its pricing thresholds. WEL has entered into a significant capital and maintenance programme to strengthen
its network to ensure the ongoing improvement in its reliability. We believe that the Commerce Commission
needs to engage with lines companies to establish the threshold or other rules that will pertain at the end of
the current regime in 2009. It would be irresponsible to delay giving notice of the new period threshold requirements
until just before they come into effect as they can have multi-million dollar cost impacts.
 
The Board has serious concerns with the legislative requirement for the governance of generation projects,
such as our proposed wind farm, to be separated from the Boards fundamental accountability to provide
governance to WEL. The Board is also concerned with the Government’s changing position with respect to
encouraging renewable generation.  Both these issues are major disincentives to the encouragement of renewable
generation investment.
 
The WEL Energy Trust
The WEL Energy Trust undertook their tri-annual elections in June and three new trustees were elected: David
Kneebone, Steve McLennan and Michael West. I welcome these new trustees and look forward to continuing
the very positive relationship that the Board enjoys with the Trust. I acknowledge the positive contributions made
by departing trustees Margaret Evans, John Gallagher and David Laird. My thanks go to Chairman Garry Mallett
and Deputy Tania Hennebry for the part they have played in delivering this productive working relationship.
 
Directors
I would like to thank John Green for his contribution during his term as a Director which ended with his retirement
in September 2005.
 
I am delighted to welcome to the Board John Spencer and the Hon. Richard Prebble who bring a combination
of strong commercial skills and Government knowledge of the electricity sector to the Board.
 
Sir Dryden Spring
Sir Dryden Spring retired in June 2005 after serving as Chairman of WEL for more than six years. Sir Dryden
brought leadership and intellect of the highest level to the Board and gave the Company a strong sense of
direction through a turbulent period in the electricity industry.  Sir Dryden must be accorded recognition for the
strong position that WEL is now in.
 
Acknowledgements
I would like to acknowledge the strong support of my fellow Directors in my first year as Chairman.  I also thank
Chief Executive Mike Underhill and his Management team and staff for their sterling efforts in ensuring the
success of the Company. 
 
Looking Forward
The Company has made significant investments in its network and systems in recent years which will ensure
that they continue to operate at a high standard.  Financially the Company is strong and enjoys good network
reliability and operational efficiency.
 
The Company is well positioned to meet the expectations of its consumers for the foreseeable future. 

DIRECTORS’
DISCLOSURES OF INTEREST

The following entries have been made in the interests register for the year ended 31March 2006:

Hon Richard Prebble

As Director and shareholder of Mainfreight. As Deputy Chairman of McConnell Limited (this company owns
Hawkins Construction and New Zealand Steel Pipe). As Chairman of Stellaris Limited. As Director of Te Whenua
Limited and its associated companies. As Chairman of The Letter Limited, Kuble Limited and Malcolm Kuper
Limited, all family companies.

Brian Walsh

As Director of Clearmont Financial Services Limited

John Birch

As Director of Alpha Aviation Limited, Director of Alpha Aviation Manufacturing Limited, Director of Alpha Aviation
Design Limited, Director of Heartland Investments Limited, Director of Habitat For Humanity (Waikato) Limited
Director of Heartland Nine Investments Limited, Director of Heartland Ten Investments Limited.

John Spencer

As Chairman of Tainui Group Holdings Limited, Telfer Young Limited and Unidata Pty Limited. As Deputy
Chairman of NIWA, Solid Energy Ltd and the Accounting Standards Review Board. As Director of Tower Limited,
and Natural Solutions Limited.

EXECUTIVE MANAGEMENT

Russell Shaw

General Manager Operations
Overall management of the
planning, development and
operation of the network.

Mike Underhill

Chief Executive

Kevin Palmer

General Manager Corporate Services
Management of finance, IT,  company
administration and company secretarial
functions

Hon Richard Prebble
Richard is well known for his active role in New Zealand politics, which has spanned several decades. He retired as the
leader of the ACT Party in 2005. His time in Parliament included his role as Minister of State Owned Enterprises. Richard
by profession is a lawyer. He is now a professional Director being a Director and shareholder of Mainfreight, Deputy
Chairman of McConnell Ltd, Chairman and Director of a number of private and family companies. Richard is a Fellow
of the Chartered Institute of Transport.

Jeff Williams
Jeff was the Chief Executive of TrustPower Ltd for nine years from 1992 to 2001. Whilst leading that company he oversaw
the transition from a power board to a publicly listed company with a successful generation portfolio and related customer
base. Prior to that Jeff was Managing Director of ABB (NZ) Limited after having managed a number of ABB subsidiary
companies, including David Fraser Limited and ABB Transformers. Jeff is a Director of Comvita New Zealand Limited,
a number of private companies and runs a Business Consultancy company. Jeff was appointed to the Board in 2002.

Brian Walsh
Brian is a Financial Consultant specialising in capital raisings and equity valuations. He is a former director of investment
banking at Merrill Lynch (New Zealand) Limited. Previously, he held senior management positions with Countrywide Bank
and was Director of its operating lease subsidiary, Fleetlease Limited. He holds directorships in Capital Group Finance
Limited, Austral Distributors Limited, Annaghdown Holdings Limited, Moore Gallagher Limited, Gallagher Communications
Holdings Limited, Grant Samuel Capital Limited, Clearmont Financial Services Limited, Angelsea Medical Properties
Limited, Walsh & Associates Advisory Limited and Geneva Finance Limited. Brian has a MA (Hons.) in Economics and
a law degree from Otago University. He is a member of the Institute of Chartered Accountants. Brian was appointed to
the Board in 1999.

Hon Richard Prebble                  Jeff Williams                   Brian Walsh

WEL ENERGY TRUST

John Birch
John spent his early career managing major dairy and food industry capital projects.  Until 2000 John was a
shareholder and Director of McClunie Birch Ltd (MBL), this company grew over a period of ten years to become
New Zealand’s largest provider of process equipment and solutions to the dairy and food industries.  During this
time John was heavily involved in both the growth of the parent company, the development of off-shore subsidiaries
and the acquisition of manufacturing operations.  Subsequent to exiting MBL, John became a director and
Chairman of Innovation Waikato Ltd, the organisation responsible for the establishment and operation of the
proposed Innovation Park at Ruakura.  John is also a Director of Whakamaru Farms Limited, Joffre Developments
Limited, Birch Holdings Limited, BFU Limited, Alpha Aviation Limited and Habitat for Humanity (Waikato) Limited.
John was appointed to the Board in 2002.

John Spencer
John Spencer is Chairman of Tainui Group Holdings Limited, Telfer Young Ltd ,and Unidata Pty Ltd. He is Deputy
Chairman of the National Water and Atmospheric Research Limited (NIWA) and Solid Energy Limited, a Director
of  Tower Limited, WEL Networks Ltd and Waikato Regional Airport Limited. He was the Chief Executive of New
Zealand Dairy Group prior to the formation of Fonterra, and has held a number of senior management positions
in New Zealand and overseas. A Fellow of the Institute of Chartered Accountants, he is Deputy Chairman of the
Accounting Standards Review Board.

Rodger Fisher (Chairman)
Rodger is a Management Consultant, and was previously, Managing Director from 1987 to 1999 of, the Owens Group
Limited. He is Chairman of Eurotech Group Limited. Rodger is also a director of Tenon Limited (formerly Fletcher
Challenge Forests Limited), Lyttelton Port Company Limited and Waste Management New Zealand Limited. Rodger
is a Fellow of the Chartered Institute of Secretaries, the Chartered Institute of Transport, the Institute of Directors and
the New Zealand Institute of Management. Rodger was appointed to the Board as Deputy Chairman in 1999 and was
appointed to the role of Chairman in 2005.

DIRECTORS’ PROFILESKEY PERFORMANCE INDICATORS

The improved profitability from growth and efficiency gains has been overshadowed by
the significant increase in the discount.
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This graph shows the disparity between WEL’s falling line prices and the significant increase
in retail prices. Prices are shown in 1998 dollars.

Note: retailers’ components include 10% reduction for prompt payment
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WEL has achieved significant growth in customer numbers in recent years.
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DIRECTORS’ PROFILESKEY PERFORMANCE INDICATORS

The maintenance spend last year reflects increased  labour
costs and additional maintenance programmes.
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LOW VOLTAGE COMPLAINTS

This continues the trend of reducing low voltage complaints.

John Birch                    John Spencer                   Rodger Fisher (Chairman)

We are pleased to note that WEL continues to be an industry leader in this area. We achieved this by
undertaking almost all of our maintenance work live line, although this is more expensive it ensures good
customer service.
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Timing of national benchmarking means that this graph relates to the 2004/05 figures. We had a
disappointing year for reliability in 2004/05 but we are pleased to note that the 2005/06 year shows a
significant improvement


