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CAPITAL POWER LIMITED

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 31 MARCH 1996

NE BUSINESS ~ ENERGY BUSINESS
05 31-Mar-95 31-Mar-95
$000

Operating income
Sales of Electricity
Less: Cost of Electricity Sales
Purchase of Electricity
Less: Gains from Unhedged Positions
COST OF ELECTRICITY SALES
GROSS SURPLUS ON ELECTRICITY TRADING
Less: Expenses
Operating Expenses
Auditors’ Remuneration - Audit Fees
Auditors’ Remuneration - Other Services
Bad Debts
Change in Provision for Doubtful Debts
Depreciation
Directors' and Management Fees
Interest on Loans
Rental and Operating Lease Costs
TOTAL EXPENSES
SURPLUS FROM ELECTRICITY TRADING
Other Income
Miscellaneous Income
interest Income
TOTAL OTHER INCOME
NET SURPLUS BEFORE TAX AND
SUBVENTION PAYMENT
Less: Subvention Payment
NET SURPLUS BEFORE TAX AND
AFTER SUBVENTION PAYMENT
Less: income Tax Expense/(Benefit)
NET SURPLUS/(DEFICIT) AFTER TAX
Retained Eamings at Beginning of Year
Less: Transfer to/(from) General Reserve
Less: Dividend
Retained Earnings at End of Year

The attached notes form an integral part of, and shouid be read in conjunction with, these financlal statements.
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CAPITAL POWER LIMITED
STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 1996

LINE BUSINESS ENERGY BUSINESS TOTAL

Notes 31-Mar-85 : 31-Mar-95 : 1-Mar-85
1 $000

Corporate Ownership
Share Capital 2 57,000
Reserves 1,308
Retained Earnings 5,962
TOTAL CORPORATE OWNERSHIP 64,270
Non-Current Liabilities
Deferred Income Tax 12 2,144
TOTAL NON-CURRENT LIABILITIES 2,144
Current Liabilities
Accounts Payable and Accruals 4 11,353
Provision for Dividend 7,000
TOTAL CURRENT LIABILITIES 18,353
TOTAL CORPORATE OWNERSHIP AND LIABILITIES 84,767
Current Assets
Cash and Short Term Investments 5 11,686
Accounts Receivable 6 8,570
Stock and Work in Progress 7 1,851
Tax Refund 2,420
TOTAL CURRENT ASSETS 25,627
Non-Current Assets
Investments 8 1,000
Fixed Assets 9 58,140
TOTAL NON-CURRENT ASSETS 59,140
TOTAL ASSETS 84,767

The attached notes form an integral part of, and should be read in conjunction with, these financial statements.
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CAPITAL POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 1996

STATEMENT OF ACCOUNTING POLICIES

Reporting Entity and Statutory Base

Capital Power Limited is a company registered under the Companies Act 1993 and an energy company in terms of the Energy
Companies Act 1992. Capital Power Limited (the "Company”) has a balance date of 31 March.

The principal activity of the Company is that of electricity supply.

The financial statements of the Company have been prepared in accordance with Regulation 6 of the Electricity (information
Disclosure) Regulations 1994.

Measurement Base
The accounting principles recognised as appropriate for the measurement and reporting of earings and financial position on a
historical cost basis are followed by the Company.

Particular Accounting Policies
The following Particular Accounting Policies which significantly affect the measurement of financial performance and financial
position have been applied:

(a) Income Recognition
Electricity sales represent customer usage during the financial period. Allowance has been made in the sales of electricity for
unbilled sales (unread meters and unbilled line charges) as at balance date.

(b) Fixed Assets
All fixed assets are initially recorded at cost. Fixed assets include direct costs atfributable to their construction pius the cost of
capitalised overheads. Capitalisation of expenses ceases when the asset is ready for its intended use.

Depreciation is provided on a straight line or diminishing value basis on all tangible fixed assets other than freehold land, at rates
calculated to allocate the assets’ cost over their estimated useful lives.

Major depreciation periods are:

Distribution Equipment 25 to 40 years (SL)
Freehold Buildings 50 years (SL)
Motor Vehicles, Plant and Equipment 3-5 years (SL)
Computer Hardware and Software 3-5 years (SL)

Contributions by developers towards fixed assets are recognised as revenue in the year received.

(c) Accounts Receivable
Accounts receivabie have been valued at estimated net realisable value after providing for doubtful debts.

(d) Stocks and Work in Progress
Stocks and work in progress are valued at the lower of cost (determined on a FIFO basis) or net realisable value.

(e) Investments
Investments have been valued at cost.

() Income Tax

The income tax expense for the year is the estimated liability in respect of any assessable income, after allowance for permanent
differences and timing differences not expected to reverse in the foreseeable future. The Company follows the liability method of
accounting for deferred tax. Future tax benefits attributable to losses carried forward or timing differences are recognised in the
financial statements only where there is virtual certainty that the benefit of the losses will be utilised by the Company.

(g) Operating Lease Payments
Where the lessors effectively retain substantially all the risks and benefits of ownership of the leased items, lease charges are
expensed in the period in which they are incurred.

(h) Financial Instruments

The Company is party to financial instrument arrangements as part of its everyday operations, which have been recognised in these
financial statements. There are no off-balance sheet exposures. These financial instruments include cash, accounts receivable,
short term investments and the capital note.

Revenues and expenses in relation to all financial instruments are recognised in the Statement of Financial Performance.
Changes in Accounting Policies

There have been no changes in accounting policies. All policies have been applied on a basis consistent with those used in previous
years.
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CAPITAL POWER LIMITED
NOTES TO THE FINANCIAL STATEMENTS ... continued

LINE BUSINESS ENERGY BUSINESS
31-Mar-85 31-Mar-85
$000 $000

SHARE CAPITAL
Paid Up Capital of 50,000,000 Ordinary Shares

Capital Note
TOTAL SHARE CAPITAL 18 57,000

The issue of shares and Capital Note was effective on 1 September 1993 in accordance with the approved Capital Power
Establishment Pian.

The Capital Note of $7,000,000 was subscribed for by Capital Holdings Limited. The major features of the terms of the Capital
Note are a ten year term expiring 31 December 2003. The interest rate is reset at 30 June and 31 December each year based on
the six month bank bill mid rate plus a margin. The Capital Note can be converted to ordinary shares or repaid at the option of the
Company.

LINE BUSINESS ENERGY BUSINESS
31-Mar-95

RESERVES
Dry Weather Reserve

Opening Balance
Transfer from Retained Eamings
TOTAL RESERVES

The dry weather reserve is the after tax result of
the spot market trading. This reserve will be
used to offset exposure to high spot prices.

ACCOUNTS PAYABLE AND
ACCRUALS
Consumer Deposits

Goods and Services Tax
Employee Entitlements
Trade Creditors

TOTAL ACCOUNTS PAYABLE AND
ACCRUALS

Ul CASH AND SHORT TERM
INVESTMENTS
Cash

Short Term Deposits

TOTAL CASH AND SHORT TERM
INVESTMENTS

n ACCOUNTS RECEIVABLE
Trade Debtors

Sundry Debtors
Other

Less: Provision for Doubtful Debts
TOTAL ACCOUNTS RECEIVABLE
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CAPITAL POWER LIMITED

NOTES TO THE FINANCIAL STATEMENTS ... continued

ENERGYBUSINESS

LINEBUSINESS

STOCK AND WORK IN PROGRESS

Trading Stock
Non Trading Stock-Consumables
Less: Obsolescence Provision

Work in Progress
TOTAL STOCK AND WORK IN PROGRESS

Stock has been pledged as security (refer to
Note 16).

Stock is not subject to retention of titie clauses.

B INVESTMENTS

Advance to Citipower Limited
Corporate Hospitality Box
TOTAL INVESTMENTS

K] FIXED ASSETS

Distribution Equipment
Less: Accumulated Depreciation

Buildings
Less: Accumulated Depreciation

Land
Motor Vehicles, Plant and Equipment
Less: Accumulated Depreciation

Capital Work in Progress
TOTAL FIXED ASSETS

The latest Government Valuations are as
follows:
Land

Buildings

Certificates of title for the land and buildings are

held by the Company.

No. 145
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CAPITAL POWER LIMITED
NOTES TO THE FINANCIAL STATEMENTS ... continued
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LINEBUSINESS ERGYBUSINESS AL
31-Mar-95
$000

DIRECTORS' AND MANAGEMENT
FEES

Directors' Fees

Management Fees - Capital Holdings Limited

TOTAL DIRECTORS’ AND MANAGEMENT
FEES

11

MISCELLANEOUS INCOME
Gain on Sale of Fixed Assets

Rental Income from Properties

Street Lighting Income

Services Income/(Loss)

Appliance Trading Income/(Loss)
TOTAL MISCELLANEOUS INCOME

INCOME TAX EXPENSE/(BENEFIT)

The Income Tax Expense/(Benefit) has been
calculated as follows:

Prima Facie Income Tax Expense/(Benefit) at
33% of Net Surplus before Tax
Increase/(Decrease) in Income Tax
Expense/(Benefit) due to:-

Permanent Differences

TOTAL INCOME TAX EXPENSE/(BENEFIT)
Income Tax Expense Comprises:

Current Tax

Deferred Income Tax

TOTAL INCOME TAX EXPENSE/(BENEFIT)

There are no income tax losses or unrecognised
timing differences carried forward
DEFERRED INCOME TAX

Balance at the Beginning of the Year

Transferred to Statement of Financial
Performance
BALANCE AT THE END OF THE YEAR

There is Income Tax in dispute with the Inland Revenue Department of approximately $698,000 (31 March 1995: $739,000) for the
undergrounding of overhead lines. Of this amount $532,000 (31 March 1995: $573,000) has not been provided for in these

financial statements.
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CAPITAL POWER LIMITED
NOTES TO THE FINANCIAL STATEMENTS ... continued

LINE BUSINESS ENERGY BUSINESS
31-Mar-95
$000

COMMITMENTS
Capital Commitments

Operating Lease Commitments
Not Later Than One Year

Later Than One Year But Not Later Than Two
Years

Later Than Two Years But Not Later Than Five
Years

Later Than Five Years

TOTAL COMMITMENTS

CONTINGENT LIABILITIES
There exists a contingent liability for the
relocation of the Chaffer Street substation
before April 2003.

TOTAL CONTINGENT LIABILITIES

RELATED PARTY TRANSACTIONS

The Company is ultimately owned by Capital Energy Limited whose shareholders are Wellington City Council (51%) and
TransNewZealand Energy Limited (49%).

The Company was charged during the year $0 (1895: $75,000) by Capital Holdings Limited for management services.

The Company paid $0 during the year (1995: $7,438,000) to Wellington City Council of which $0 (1995: $1,700,000) was provided
for as at 31 March 1996.

Wellington City Council owes the Company $280,500 as at 31 March 1996 (1995: $0).

Capital Hoidings Limited owes the Company $110,000 as at 31 March 1996 (1995: $0). -
The Company paid a dividend of $8,080,000 during the year (1995: $4,500,000) to Capital Holdings Limited who in turn paid a

dividend of $8,299,000 (1995: $4,500,000) to Capital Energy Limited and provided for no further dividend payment in 1996 (1995:

$7,000,000) to Capital Holdings Limited which in turn provided for no further dividend payment to Capital Energy Limited (1995:

$7,000,000). .

The Company paid a subvention payment of $4,608,353 (1995: $0) to Capital Energy Limited and provided for a further subvention
payment of $12,230,000 (1995: $0).

The Company sells electricity to Wellington City Council. These sales account for 0.82 % (1995: 1.7%) of total operating income.
The Company maintains Wellington City Council's street lights including supply of energy totaling $965,600 (1995: $1,420,000).

Wellington City Council charged rates and EDP services to the Company. The rates paid total $208,762 (1995: $331,962) and EDP
charges amount to $717,216 (1995: $1,002,732).

The Company provided accounting and computer services to Citipower Limited on an arms length basis. The term of the agreement
extends to 30 June 1996.

There is an advance from the Company to Citipower Limited of $1,000,000 (1995: $1,000,000). The Company charged Citipower
Limited interest of $107,528 (1995: $136,186).

The Company pays Nelson City Council for management services and for the right for the Company to manage the distribution
system and for lease payments for leasing the distribution system.

No related party debts have been written off or forgiven during the year.
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CAPITAL POWER LIMITED
NOTES TO THE FINANCIAL STATEMENTS ... continued

FINANCIAL INSTRUMENTS

Credit Risk
Financial instruments which potentially subject the Company to credit risk principally consist of Cash and Bank Balances, Accounts
Receivable and Short Term Investments.

The Company performs credit evaluations on customers where possible and generally requires a bond.

The Company continuously monitors the credit quality of the major financial institutions that are counter parties to its Short Term
Investments and does not anticipate non-performance by counter parties.

Concentrations of Credit Risk
The Company is not exposed to any concentrations of credit risk.

Currency Risk
The Company is not involved in foreign exchange trading and has no exposure to foreign currency risk.

Interest Rate Risk
There are no interest rate options or interest rate swap agreements in place as at balance date.

Fair Values
The estimated fair values of all financial instruments are the same as the carrying values disclosed in these financial statements.

Credit Facility
The Company did not have a bank overdraft facility as at balance date (1995: $0).

Debenture Security

The Company has jointly signed with Capital Energy Limited and Capital Holdings Limited a first ranking all obligation debenture over
all its assets. This is security for Capital Energy Limited's $65 million loan from Citibank N.A. and The National Bank of New
Zealand. The priority ranking of the debenture is $135 million.

m SEGMENTAL REPORTING
The Group operates in the electricity distribution industry in the Wellington and Nelson region. No segmental
reporting is therefore required.
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CAPITAL POWER LIMITED

Disclosure of methodologies for allocation of costs, revenues, assets and
liabilities pursuant to Regulation 19 of the Electricity (Information Disclosure)
Regulations 1994.

In allocating costs, revenues, assets and liabilities, Capital Power Limited has followed the approach
in the Electricity Disclosure Guidelines issued by the Ministry of Commerce with the following
exceptions:

Cost Centre Expenses Allocated Allocation Basis
Finance All expenses incurred by the Finance entity Time spent by finance personnel
including personnel, operating and taking into account task complexity
management costs.

Information Technology  All expenses incurred by the IT entity including Number of PCs, system supported,
personnel, operating and management costs.  projects undertaken and personnel
costs

Property (rent) All expenses incurred by the Property entity Floor space occupied
including rents, rates and other overheads.

Human Resource All expenses incurred by the HR entity Number of staff
including personnel, operating, payroll and
management costs.

Corporate Services Overheads associated with management and Number of staff
servicing the business.

Billing All expenses incurred by the Billing entity Revenue
including personnel, operating and
management costs. The billing entity is
responsible for revenue collection and credit
control.

Meter Reading All expenses incurred by the Meter Reading Revenue
entity including personnel, operating and
management costs.

Commercial Accounts All expenses incurred by the Commercial Revenue
Accounts entity including personnel, operating
and management costs. This entity is
responsible for direct contacts with customers
and advises customers on tariffs and
consumption options.

Promotions All expenses incurred by the Advertising and Revenue
Promotion entity including personnel,
operating
and management costs. This entity is
responsible for informing the public about
Capital Power and the services it provides.

Line Losses Electricity utilised within the Capital Power Capital Power Limited has opted to
system. include the cost of line losses in its
network tariffs. In establishing the
network tariffs the cost of losses
has been allocated to customer
groups on the basis of
consumption.
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CAPITAL POWER LIMITED

Disclosure of Financial and Efficiency Performance Measures Pursuant to
Regulation 13 and Part Il of the First Schedule of the Electricity (Information
Disclosure) Regulations 1994

FINANCIAL PERFORMANCE MEASURES

SINESS
31-Mar-95
Accounting Return on Total Assets:
Earnings Before Interest & Tax 6.9%
Average Total Funds Employed
Accounting Return on Equity:
Net Profit after Tax 4.3%
Average Total Shareholders' Funds
Accounting Rate of Profit:
EBIT - Cash Tax - Interest Tax Shield + Revaluations 41%
Average Total Funds Employed - Revaluations/2

These financial performance measures were based on the adjusted fine business financial
statements, which incorporate the adjustments necessary to reflect the fixed assets at ODV. The
ODV valuation was audited by Coopers & Lybrand.

EFFICIENCY PERFORMANCE MEASURES

Direct Line Cost per Kilometre:

Direct Expenditure $2,856.80
System Length (km)
Indirect Line Costs per Electricity Customer:
Indirect Expenditure $177.00

Total Customers
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CAPITAL POWER LIMITED

Electricity (Information Disclosure) Regulations 1994 Regulation 14A (2)
Total Value of Line Business

The Capital Power Line Business Valuation in the certified report dated 30 June
1994 was $153.097 million
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CAPITAL POWER LIMITED

Disclosure of Energy Delivery Efficiency Performance Measures and Statistics

Pursuant to Regulation 15 and Part Il of the First Schedule of the Electricity

(Information Disclosure) Regulations 1994.

Energy Delivery Efficiency Performance Measures:

3507

Period : 1 April 1995 - 31 March 1996

1995/6 1994/5
Load Factor:
a x 100 = 55.11% 52.40%
bxc 1
Loss ratio:
a x 100 = 3.98% 3.80%
b 1
Capacity Utilisation:
a x 100 = 40.14% 39.70%
b 1
Statistics - Period : 1 April 1995 - 31 March 1996
1994/5
Kilometres Kilometres
System length breakdown [ 72.7
Underground circuit length 72.7
Overhead circuit length 0 0
System length breakdown 406.6 4036
Underground circuit length 379.6 376.6
Overhead circuit length 27 27
X "‘%-."-. '~: :
System length breakdown 772.9 769.5
Underground circuit length 453.9 450
Overhead circuit length 319 319.5
System length breakdown ' \ 1245.8
Underground circuit length 899.3
Overhead circuit length 346.5
Transformer capacity 551,865 539,015:kVA
Maximum demand 221,500 209,100:kilowatts
Total electricity supplied}  1,021,016,239 976,310,000:kilowatt-hours
Total electricity conveyed for non-associated parties 5,100,000 O:kilowatt-hours
Total customers 55,800 55,831
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CAPITAL POWER LIMITED
Disclosure of Reliability Performance Measures Pursuant to Regulation 16 and Part 1l of the
First Schedule of the Electricity (Information Disclosure) Regulations 1998
Reliability Performance Measures Period : 1 April 1995 - 31 March 1996
Note: Interruption duration factor is sum of customers affected by time of interruption (in minutes).
1994/5
0
144,048 . 55
51 318,786 477 58
4| 1,146,360 95,234 4
0 0 0
0 0 0
0} 0 Ol 0
97| 1,609,194 105,885] 117
per 100km
1 1.38 0f
50 12.3 14.37
51 10.64 12.18}
0
7.44
6.23

0.00
111.11

111.11
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CAPITAL POWER LIMITED

0.00
4.30
9.18
3.63
0.00
0.00
0.00
17.11

0.00
0.01
0.30
0.50
0.00
0.00
0.00
0.81

N.A.
314.06
30.50
7.30
N.A.
N.A.
N.A.
15.19756339 21 .07
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CAPITAL POWER LIMITED

Electricity (Information Disclosure) Regulations 1994 Regulation 25(4)

Certification by Auditor in Relation to ODV Valuation

We have examined the valuation report prepared by Capital Power Limited and
dated July 1995, which report contains valuations as at 30 June 1994.

We hereby certify that, having made all reasonable enquiry, to the best of our
knowledge, the valuations contained in the report have been made in accordance
with the ODV Handbook.

Coopers & Lybrand
4 August 1995

Explanatory Note

In providing this certificate we have relied on the technical expertise and advice
provided to us by Worley Consultants Limited in relation to compliance of valuation
with the ODV Handbook in the areas of asset replacement costs, asset lives, modern
equivalent assets and optimisation.

As at the date of the valuation Capital Power Limited (“Capital Power”) did not have
separate audited financial statements for its electricity line business. The working
capital amounts included in the ODV valuation have been determined by Capital
Power. We have not audited these amounts or the underlying records from which
they have been extracted.
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A Audit New Zealand

CERTIFICATION BY AUDITOR IN RELATION TO FINANCIAL STATEMENTS

We have examined the attached financial statements prepared by Capital Power Limited and
dated 30 August 1996 for the purposes of regulation 6 of the Electricity (Information
Disclosure) Regulations 1994.

We hereby certify that, having made all reasonable enquiry, to the best of our knowledge,
those financial statements give a true and fair view of the matters to which they relate and have
been prepared in accordance with the requirements of the Electricity (Information Disclosure)

Regulations 1994.

ey

C R Fabling
Audit New Zealand

On behalf of the Controller and Auditor-General

Wellington, New Zealand

30 August 1996
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/ \ Audit New Zealand

CERTIFICATION OF PERFORMANCE MEASURES BY AUDITORS

We have examined the attached information, being-

a Financial performance measures specified in clause 1 of Part II of the First
Schedule to the Electricity (Information Disclosure) Regulations 1994; and

b Financial components of the efficiency performance measures specified in clause
2 of Part II of that Schedule,-

and having been prepared by Capital Power Limited and dated 30 August 1996 for the
purposes of regulation 13 of those regulations.
We certify that, having made all reasonable enquiry, to the best of our knowledge, that

information has been prepared in accordance with the Electricity (Information Disclosure)
Regulations 1994.

(e,

C R Fabling
Audit New Zealand
On behalf of the Controller and Auditor-General

Wellington, New Zealand

30 August 1996
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CAPITAL POWER LIMITED

Electricity (Information Disclosure) Regulations 1994 Regulation 26(2)

Certification of Financial Statements, Performance Measures and Statistics
Disclosed by Capital Power Limited

We, R W L Makeig and G W Kay, directors of Capital Power Limited certify that,
having made all reasonable enquiry, to the best of our knowledge:-

(a)  The attached audited financial statements of Capital Power Limited
prepared for the purposes of regulation 6 of the Electricity (Information
Disclosure) Regulations 1994, give a true and fair view of the matters to
which they relate and comply with the requirements of those regulations;
and

(b)  The attached information being financial performance measures,
efficiency performance measures, energy delivery efficiency performance
measures, statistics, and reliability performance in relation to Capital
Power Limited and having been prepared for the purposes of regulations
13, 14, 15 and 16 of the Electricity (Information Disclosure) Regulations
1994, comply with the requirements of the Electricity (Information
Disclosure) Regulations 1994.

The valuations on which those performance measures are based are as at 30
June 1994,

Director Director G W Kay
Date 30 August 1895 Date 30 August 1995
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