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CHAIRMAN'’S STATEMENT

A Good Result

For the six months to 31 December 2000, the WEL Energy
Group achieved Earnings Before Interest and Tax (EBIT)
of $14.7 million. This was 16.7% up on the $12.6 million
achieved for the same period in the previous year.

The Directors have committed to extending the price freeze
started in 1996 until at least August 2001. The company
has identified cost efficiencies as a primary focus area and
this result is therefore particularly pleasing, as it has come
as a result of savings in cost.

There has been a healthy growth in sales volumes which
have been masked by the large generator at the Anchor
site in Te Rapa becoming fully operational with the site
now being energy self sufficient and no longer taking
supply from our network.

During the period the company has utilised its cash reserves
by making a $110 million loan to WEL Energy Trust
Shareholding Limited (WETSL), a wholly owned subsidiary
of the WEL Energy Trust. The loan is at normal commercial
terms and in order to fully utilise the tax losses in WETSL
the company has agreed to make a subvention payment.
This payment amounts to $4.9 million in the half year and
has resulted in a reduction in the after tax surplus of 8%
to $8.8 million.

Interim Dividend

In accordance with the company’s policy of paying 70%
of surplus as dividends, the directors have agreed to pay
a fully imputed dividend totalling $4.75 million or 26.39
cents per share, payable on 2 April 2001.




Government Policy Statement Welcomed

During the period the Government released its policy
statement in response to the findings of the ministerial
inquiry which was completed in June 2000.

The reforms have now been occurring on a virtually
continuous basis since 1987 and have extracted a heavy
toll on the industry in terms of time, cost spent on
submissions and most importantly the distraction from
focussing on its core business.

The policy statement is welcomed because of its strong
focus on the customer. It is now time for all parties to work
together with goodwill to provide a period of stability.

WEL remains committed to providing reliable supply,
excellent customer service and fair prices.

WEL Trust — 100% Owner

This is the first period during which the company has
operated as a 100% owned subsidiary of the WEL Energy
Trust. The directors are pleased to report that common
strategic objectives have been developed since June 2000
and that the Board, Management and Trustees are working
co-operatively and positively towards the continued success
of the company and consequently its contribution to the
community.

Rebranding Reflects Core Business

From April 2001 the company will be renamed WEL
Networks. While this name retains the strength of the
WEL brand, the designation ‘Networks" more accurately
reflects the nature of the business as solely a network
operator since the sale of the retailing business in 1999.
With the launch of this new brand and the expiry of the
contract with Natural Gas Corporation (NGC) to use the
WEL Energy brand, the Directors anticipate a significant
reduction in the current level of confusion that exists in
the community.




Growing the Business

Our ongoing challenge is to grow the business for the
benefit of its owners and the community. The company
has continued its commitment to network improvements
including capital projects totalling more than $35 million
since July 1997. The prime focus of these improvements
has been to increase network performance and reliability
to enhance our existing business operations. In addition,
considerable effort has been expended in reviewing
opportunities allied to our core business.

Acknowledgements

| take this opportunity to welcome Kieran Devine to the
Board. Kieran brings to the role a wealth of industry
knowledge and expertise through his current role in Beca
Carter Hollings and Ferner Limited and from his career in
ECNZ and its predecessors.

| would also like to acknowledge the contributions of my
fellow directors.

Finally | would like to thank the management and staff of
the company. It is the skill and commitment of its staff
that forms the backbone of the company and is fundamental
to its continued success.

uw%v;a/

Sir Dryden Spring
CHAIRMAN




WEL ENERGY GROUP LIMITED AND
SUBSIDIARIES

Consolidated Statement of Financial Performance
For the six months ended 31 December 2000

Revenue

Operating Surplus Before Taxation (note 3)
Income Tax expense

Surplus Attributable to the Shareholders of the
Parent Company

Consolidated Statement of Movements in Equity
For the six months ended 31 December 2000

Equity as at beginning of period
Net Surplus for the period

Total recognised Revenue and Expenses

Interim Dividend Paid
Dividends Payable

Equity as at end of period

Year to
30 June
2000 1999 2000
($000s)  ($000s)  ($000s)
32,813 32,637 64,012
13,888 15,418 31,872
(5,098) (5,879) (8,014)
8,790 589 23,858
2000 1999 2000
($000s)  ($000s)  ($000s)
262,140 258,482 258,482
8,790 9,539 23,858
8,790 9,639 23,858
- (3,500) (17,100)
- (6,600) (3,100)
- (10,100) (20,200)
270,930 VASYRVA 262,140




Consolidated Statement of Financial Position
As at 31 December 2000

30 June
2000 1999 2000
($000s) ($000s) ($000s)
Total Equity 270,930 257,921 262,140
Represented by:
Current Assets
Receivables 9,735 9,294 10,242
Inventories 150 181 159
Short term deposits & cash 5,581 112,329 103,020
Other assets 40 113 3,913
Total Current Assets 15,506 121,917 117,334
Non-Current Assets
Investments (note 5) 111,041 541 541
Property intended for sale 1,509 1,525 1,530
Other assets 213 257 236
Fixed assets 161 ,263 1 56, 140 1 60,265
Total Non-Current Assets 274,026 158,463 162,572
Total Assets 289,532 280,380 279,906
Current Liabilities
Accounts payable 10,231 6,480 6,781
Other current liabilities 898 9,328 4,259
Total Current Liabilities 11,129 15,808 11,040
Non-Current Liabilities
Deferred Tax Liability 7,473 6,651 6,726
7,473 6,651 6,726

Total Non-Current Liabilities

Total Liabilities e oA Tl

Net Assets 270,930 257,921 262,140




Consolidated Statement of Cash Flows For the
six months ended 31 December 2000

Cash Flows From Operating Activities

Cash received from operating activities

Cash disbursed on operating activities
Net Cash Flow From Operating Activities (note 8)

Cash Flows From Investing Activities
Cash received from investing activities
Cash disbursed on investing activities

Net Cash Flows From Investing Activities

Cash Flows From Financing Activities
Cash disbursed on financing activities

Net Cash Flows From Financing Activities
Net increase in cash held
Cash at the beginning of the period

Cash at the end of the period

Year to
30 June
2000 1999 2000

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

33,691 34,553 68,501
(12,688) (20,630) (46,556)
21,008 18,823 21,945
1,284 3,011 14,732
(16,626) (5,921) (11,372)
(15,342) (2,910) 3,360
(3,100) (9,600) (23,200)
(3,100) (9,600) (23,200)
2,561 1,413 2,105
3,020 914 915
5,581 2,327 3,020




Notes to the Financial Statements
For the six months ended 31 December 2000

1 The interim financial statements for the six month period to 31 December 2000 have been
prepared under Financial Reporting Standard No 24 and are unaudited. They should be read
in conjunction with the 30 June 2000 audited financial statements.

2 Changes in Accounting Policy

Pursuant to FRS-5 "Events After Balance Date" which was issued in July 2000, dividends that
are proposed or declared after balance date can no longer be recognised as a liability at
balance date. The amounts of such dividends are, however, disclosed in Note 9.

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

3 Surplus Before Taxation 30 June
2000 1999 2000

The Surplus Before Taxation is stated ($000s)  ($000s)  ($000s)
after charging/(crediting):
Line revenues (26,113) (26,050) (50,479)
Contracting sales (1,337) (1,880) (2,310)
Interest revenue (4,092) (2,868) (6,152)
Dividend revenue (17) (15) (35)
Gain on disposal of investments - (1,273)
Transmission costs 4,408 5,841 10,946
Wages and salaries 1,955 2,194 4,975
Materials and services 2,560 2,680 6,632
Depreciation 3,275 3,248 7,266
Interest payments 11 37 64
Subvention payments (note 4) 4,880 - -

4 Subvention Payments

The company has an obligation to purchase tax losses from WEL Energy Trust Shareholding
Limited a related party. As at the 31 December 2000 the available losses have been accrued
but no payment has been made.

5 Investments

On 9 August 2000 the Company gave a loan to WEL Energy Trust Shareholdings Limited
(WETSL) for $110,000,000. The loan is for a term of five years and is interest only. Interest
is charged at normal commercial rates. WETSL is a related party.

6 Capital Commitments
Capital commitments as at 31 December 2000 are estimated at $2,369,000 (1999 $525,000)

7 Contingent Liabilities
There were no contingent liabilities as at 31 December 2000 (1999 $687,500)




8 Reconciliation of net cash flows from operating activities with operating surplus

after taxation.

Year to
30 June
2000 1999 2000
($000s)  ($000s)  ($000s)
Net Surplus after Taxation 8,790 9,539 23,858
Non cash items:
Depreciation 3,275 3,248 7,266
Increase in other non cash items 748 1,158 1,233
Total non cash items 4,023 4,406 8,499
Increase/(decrease) in working capital:
Trade debtors (755) (1,694) (2,856)
Stocks of materials ) 10 32
Other assets 75 678 675
Trade creditors 4,654 (1,834) (4,124)
Other liabilities 4,207 2,772 (2,837)
Net increase/(decrease) in working capital 8,190 (68) (9,110)
Items classified as investing activities:
Gain on disposal of investments - - (1,273)
Net loss/(gain) on sale of fixed assets - 46 (29)
- 46 (1,302)
Net Cash Flow From Operating Activities 21,003 13,923 21,945

9 Events subsequent to balance date

Interim Dividend

On 20 March the Directors declared an interim dividend of $4,750,000 (26.39 cents per share)

payable on 2 April 2001







