


CHAIRMAN'S STATEMENT

Positive results

For the six months to 31 December 2001 WEL Networks Ltd
achieved a net profit after tax of $8.4m. This was down 4%
(%$0.38m) on the same period last year.

These results have been achieved while continuing to maintain
the Company's price freeze which began in 1996. In fact, this
year the price has reduced as the company introduced a new
low fixed charge residential price and has passed 60% of its
transmission rental rebates on to retailers.

Interim Dividend

A fully imputed dividend totaling $4.8m or 26.7c per share has
been declared and will be paid on 2 April 2002.

Load Growth

The volume of sales fell 3.1% compared to the same six month
period last year. This was due to an 84% reduction in sales to
Fonterra's Te Rapa Dairy Factory, which in turn was due to the
ongoing and reliable operation of their cogeneration plant.
This loss in line sales to Fonterra’s Te Rapa Dairy Factory masked
an underlying 1.4% volume growth to our other customers.

Reliability

The Company has made very significant improvements in the
reliability of supply during this first six month period. The average
customer outage time reduced to 31 minutes for the six months
to December 2001, compared with 79 minutes for the same
period in 2000. The major contributors to this have been the
meshing of the urban 33kV network which provides for an
ongoing supply in the event of any single link failing and a
major review of our reliability management of our 11kV network.



WEL Energy Trust

| would like to acknowledge the alignment of the Company
and the Trust in terms of the Company's general strategic
direction. | would like to thank Trust Chairman Russ Rimmington
and his Trustees for the positive relationship which the Company
and the Trust enjoy.

Focus on Improvement

The Company has committed to a major review of its asset
management practices and its outsourcing practices. The
Company acknowledges that with network performance
standards improving worldwide, it is imperative that WEL
Networks continues to review its operations to ensure that it is
operating at best practice. The Board expects to see the benefits
of this work reflected in the new financial year, and for years
to come.

Continuing Electricity Reform

A significant part of Board and Management time is spent on
responding to, and making submissions on the latest rounds of
Government reform. It is pleasing to note that WEL Networks
is one of only 8 companies whose ODV valuation has been
approved by a special taskforce set up by the Commerce
Commission.

While generally supporting the direction of industry self-
regulation, the Company is nevertheless concerned about the
costs and bureaucracy that appear to be creeping into this
structure.

Our commitment to providing a reliable supply, excellent customer
service and competitive prices, can be put at risk by the increased
industry costs of doing business. We will continue to be vigilant
to ensure that industry governance costs are contained.
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Kieran Devin leaves the Board to take up a senior management
position with Transpower. Kieran was a strong contributor to
the Board with his widespread industry knowledge. | thank
him for his significant contribution.

I would like to thank my Deputy Rodger Fisher and other Directors
for their support and contribution.

The ongoing success of the Company depends on the
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Sir Dryden Spring
CHAIRMAN




WEL NETWORKS LIMITED AND SUBSIDIARIES

Consolidated Statement of Financial Performance

For the six months ended 31 December 2001

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 2001

Equity as at beginning of period
Net Surplus for the period
Revaluation of Assets

Total recognised Revenue and Expenses
Distribution (note 9)

Dividends Paid

Equity as at end of period

Year to
30 June
2001 2000 2001
($000s) ($000s) ($000s)
33,060 32,813 64,454
13,308 13,888 26,758
(4,898)  (5,098) (9,674)
8,410 8,790 17,084
Year to
30 June
2001 2000 2001
($000s) ($000s) ($000s)

280,515 262,140 262,140

8410 8790 17,084
- - 6,041
8410 8,790 23,125
(400) - -
(7,200) - (4,750)
(7,600) - (4,750)

281,325 270,930 280,515




As at 31 December 2001

Total Equity

Represented by:

Current Assets
Receivables
Inventories
Short term deposits & cash
Property intended for sale
Other assets

Total Current Assets

Non-Current Assets
Investments (note 5)
Other assets
Fixed assets

Total Non-Current Assets

Total Assets

Current Liabilities
Accounts payable
Other current liabilities

Total Current Liabilities

Non-Current Liabilities
Deferred Tax Liability
Total Non-Current Liabilities

Total Liabilities

Net Assets

Consolidated Statement of Financial Position

30 June
2001 2000 2001
($000s) ($000s) ($000s)

281,325 270,930 280,515

9,396 9,735 17,083
87 150 120
5,709 5,581 3,640
1,345 1,509 1,358
57 40 1,036

16,594 17,015 23,237

110,227 111,041 110,281
166 213 190
172,892 161,263 171,911

283,285 272,517 282,382

299,879 289,532 305,619

8,087 10,231 16,600
1,277 898 482

9,364 11,129 17,082

9,189 7,473 8,022

9,189 7,473 8,022

18,553 18,602 25,104

281,325 270,930 280,515




Consolidated Statement of Cash Flows

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

For the six months ended 31 December 2001

Year to
30 June
2001 2000 2001
($000s) ($000s) ($000s)
39,387 33,691 57,256
(24,752) (12,688) (25,932)
14,635 21,003 31,324
850 1,284 101,301
(5,816) (16,626) (124,155)
(4,966) (15,342) (22,854)
(7,600)  (3,100) (7,850)
(7,600)  (3,100) (7,850)
2,069 2,561 620
3,640 3,020 3,020
5,709 5,581 3,640




Notes to the Financial Statements
For the six months ended 31 December 2001

1 The interim financial statements for the six month period to 31 December 2001 have been
prepared under Financial Reporting Standard No 24 and are unaudited. They should be read
in conjunction with the 30 June 2001 audited financial statements.

2 Changes in Accounting Policy
There have been no changes in accounting policies applied during the period under review.

3 Surplus Before Taxation Year to
30 June

2001 2000 2001
($000s) ($000s) ($000s)

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

Line revenues (25,904) (26,113) (50,578)
Contracting sales (1,429) (1,337) (2,809)
Interest revenue (3,762) (4,092) (8,201)
Dividend revenue - a7) (31)
Gain on disposal of investments - - (39)
Transmission costs 5,274 4,408 8,640
Wages and salaries 2,088 1,955 3,942
Materials and services 2,718 2,560 5,600
Depreciation 3,262 3,275 6,663
Interest payments 7 11 30
Subvention payments (note 4) 4,138 4,880 9,339

4 Subvention Payments

The company has an obligation to purchase tax losses from WEL Energy Trust Shareholding
Limited, a related party. As at 31 December 2001 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 2001 are estimated at $750,000 (2000 $2,369,000)

7 Contingent Liabilities
There were no contingent liabilities as at 31 December 2001 (2000 Nil)



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

Net Surplus after Taxation
Non cash items:
Depreciation
Increase in other non cash items

Total non cash items

Increase/(decrease) in working capital:
Trade debtors
Stocks of materials
Other assets
Trade creditors
Other liabilities

Net increase/(decrease) in working capital

Items classified as investing activities:
Gain on disposal of investments

Net loss/(gain) on sale of fixed assets

Net Cash Flow From Operating Activities

9 Events subsequent to balance date
Interim Dividend

Year to

30 June
2001 2000 2001

($000s)  ($000s)  ($000s)
8,410 8,790 17,084
3,262 3,275 6,663
1,166 748 219
4,428 4,023 6,882

6,887 (755)  (7,238)
34 9 39

80 75 (21)
(7,027) 4,654 10,594
1,746 4,207 4,151
1,720 8,190 7,525

54 - (258)

23 - 91

77 - (167)
14,635 21,003 31,324

On 20 February the Directors declared an interim dividend of $4,800,000 (26.67 cents per
share) payable on 2 April 2002. This transaction has not been recognised in these financial

statements.

At the request of the shareholders $400,000 of the dividend was paid to the Waikato Stadium
Trust on 19 December 2001. This transaction has been recognised in these financial statements.



