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Hawke’s Bay Network

LIMITED

_A_

..ﬂl.

ﬂ"‘\‘

STATUTORY DECLARATION IN RESPECT OF STATEMENTS
AND INFORMATION SUPPLIED TO SECRETARY

I, John Richard Palairet, 153 Avenue Road, Napier being a Director of Hawke's Bay
MNetwork Limited, solemnly and sincerely declare that having made all reasonable
enquiry, to the best of my knowledge, the information attached to this declaration is a
true copy of information made available to the public under the Electricity (Information
Disclosure) Regulations 1999,

And | make this solemn declaration conscientiously believing the same to be true and by
virtue of the Oaths and Declarations Act 1957.

r

foox = ' @
Declaredat (= --?Ll N this , -"ﬂ-'( day of b‘l‘ = o 2002

Director * \I

Before me:

RSN

ettt (or Solicitor or-ed
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Hawke’s Bay Network

LIMITED

A
"i“\‘

CERTIFICATION OF VALUATION REPORT
OF LINE OWNERS

We, Forrest Miller and John Richard Palairet, Directors of Hawke's Bay Network Limited,
certify that, having made all reasonable enguiry, to the best of our knowledge —

a. The attached valuation report of Hawke's Bay Network Limited, prepared for the
purposes of regulation 20 of the Electricity (Information Disclosure) Regulations
1999, complies with the requirements of that regulation; and

b. The replacement cost of the lines business system fixed assets of Hawke's Bay
Network Limited is $223,015,785; and

C. The depreciated replacement cost of the line business system fixed assets of
Hawke's Bay Network Limited is $121,359,353; and

d. The optimised depreciated replacement cost of the line business system fixed
assets of Hawke's Bay Network Limited is $116,350,756; and

. The optimised deprival valuation of the line business system fixed assets of
Hawke's Bay Network Limited is $116,347,895; and

f. The values in paragraphs (b) through to (e) have been prepared in accordance
with the ODV Handbook.

These valuations are as at 31 March 2001.

Declared at »f/cz:féy fis 2% dayol 4%#5' 7 2002,
23 %ﬁwﬁ o2

A3 %par/ 202

Direclor \ Date
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Hawke’s Bay Network

LIMITED

B e
-ML\‘

CERTIFICATION OF FINANCIAL STATEMENTS, PERFORMANCE
MEASURES AND STATISTICS DISCLOSED BY LINE OWNERS
OTHER THAN TRANSPOWER

We, Forrest Miller and John Richard Palairet, Directors of Hawke's Bay Network Limited,
certify that, having made all reasonable enguiry, to the best of our knowledge —

a. The attached audited financial statements of Hawke's Bay Network Limited,
prepared for the purposes of Regulation 6 of the Electricity (Information

Disclosure) Regulations 1999 comply with the requirements of those regulations;
and

b. The attached information, being the derivation table, financial performance
measures, efficiency performance measures, energy delivery -efficiency
performance measures, statistics, and reliability performance measures in
relation to Hawke's Bay Network Limited, and having been prepared for the
purposes of regulations 15, 16, 21 and 22 of the Electricity (Information
Disclosure) Regulations 1999, comply with the requirements of those regulations.

The valuations on which those financial performance measures are based are as at 31
March 2001.

rid
Declaredat  A5hn S il 2 Ry /-/ngn" 2002.

7 : ; v?J 459:#{ Heo2
D:'racV ) Date 4
!

I.' \ raf T I1
R’““““ﬁ"‘h AT i JO02L
Date

Director
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PRICEWATERHOUSE(QOPERS

PricewaterhouseCoopers
23-29 Albest Strest

Private Bag 92162
Auckland, Mew Fezland
0¥ CP24073

Telephone +64 9 355 8000
Facsimile +64 G 355 BOOT

CERTIFICATION BY AUDITOR IN RELATION TO VALUATION

We have examined the valuation report of Hawkes Bay Network Limited and dated 31
May 2001, which report contains valuations of system fixed assets as at 31 March 2001.

In our opinion, having made all reasonable enquiry, to the best of our knowledge, the

valuations contained in the report, including the total valuation of system fixed assets of
$116,347,895, have been made in accordance with the ODV Handbook.

P(‘\cm.h\@\";vfi%f/w

PricewaterhouseCoopers
Chartered Accountants
Auckland

27 June 2001
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS
STATEMENT OF FINANCIAL PERFORMANCE
For The Year Ended 31 March 2002

2002 2001
Notes $000 S000

Operating Revenue Pre Discounts 4,15 34,304 37,164
Discounts (7,670} {3,877)
Operating Revenue 26,724 33,287
Operating Surplus before Non Operating Benefits (Costs) 4,15 755 4,551
Mon Operating Benefits (Costs) 4 (40} (933)
Surplus Before Taxation 715 3,618
Taxation Benefit (Expense) a 4294 (BE4)
MET SURPLUS FOR THE YEAR 1,209 2,654
HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS
STATEMENT OF MOVEMENTS IN EQUITY
For The Year Ended 31 March 2002

2002 2001

$000 $000
Equity at beginning of year 131,484 114,870
Met Surplus (Deficit) 1,209 2,654
Land and Building Revaluations** {15} -
Revaluation OFf Network Assets - 13,960
Total recognised revenues and expenses for the year 1,194 16,6814
Dividends Paid (167} -
Equity at end of year 132,511 131,484

*** As par the Transitional Provizions of Financial Reporting Standard 3
The accompanying Statement of Significant Accounting Policies and Notes form part of and are to be read in conjunction with

these Financial Statements, The Financial Statements have been prepared solely for the purpose of complying with regulations
6(2) and 6(3) of the Electricity (Information Disclosure) Regulations 1999,
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS
STATEMENT OF FINANCIAL POSITION
As at 31 March 2002

2002 2001
Hotes 5000 5000

EQUITY
Share Capital 5 66,661 66,661
Aszet Aevaluation Reserve 10 63,643 63,643
Retained Eamings 11 2,207 1,180

132,511 131,384

Represented by:

NON CURRENT ASSETS
Property, Plant and Equipment g 128,633 124,575
Capital Work In Progress 2,638 1,816
131,271 126,331
CURRENT ASSETS
Cash and Short Term Investmeants 3,500 5,608
Receivables and Prepayments 6 1,852 3477
Inventories 569 603
Properties Intended For Sale 17 1,313 1,502
T334 11,180
TOTAL ASSETS 138,605 137,581
NON CURRENT LIABILITIES
Employes Entitiemeants 438 540
Term Debt 7 1,000 1,000
1,438 1,540
CURREMNMT LIABILITIES
Accounts Payable and Accruals 3,808 2,968
Taxation Payable 3 40 960
Employee Entitlements 808 629
4 BB 4 557
TOTAL LIABILITIES 6,094 6,087
NET ASSETS EMPLOYED 132,511 131,484

The accompanying Statemeant of Significant Accounting Policies and MNotes form part of and are to be read in conjunction with these
Financial Statemeants. Tha Financlal Statements have been prepared solely for the purpose of complying with regulations
6{2) and &(3) of the Electricity (Information Disclosure) Regulations 1995,
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HAWEKE'S BAY NETWORK LIMITED - LINES BUSINESS
STATEMENT OF CASH FLOWS
For The Year Ended 31 March 2002

CASH FLOWS FROM OPERATING ACTIVITIES

Cash was provided from:
Receipts From Customers
Contributions For Capital Works
Taxation Refunds
GST
Irterest Received

Cash was disbursed to:
Payments To Suppliers
Payments To Employees
Interest Paid On Loans
Income Taxes Paid
GST

Met cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Cash was provided from:
Proceeds From Sale Of Property,Plant and Equipmeant

Cash was applied to:
Purchase and Consiruction Of Property, Plant and Equipmeant

Met cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash was applied to:
Payment of Dividends

Met cash from financing activities

Met Increasa (Decrease) in Cash Held
Cash balances at beginning of year
CASH BALANCES AT END OF YEAR

Notes 2002 2001
$000 $000
26,504 32,050
1,204 1,195
474
- 7
529 316
28,711 33,568
14,889 19,118
4,597 4,484
80 60
900 4
20,446 23,666
12 B.265 9,902
155 2,053
155 2,053
{10,361)  (10,085)
(10,361) __ {10,085)
{10,208) {8,032)
(167} .
(167) 0
(2,108) 1,870
5,608 3,738
3,500 5,608

No. 123

The accompanying Statement of Significant Accounting Policies and Motes form part of and are to be read in conjunction with these

Financial Statements. The Financial Statements have been prepared solely for the purpose of complying with regulations
6{2) and 6(3) of the Electricity (Informaticn Disclosure) Ragulations 1999,
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HAWKE’S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2002

1. ENTITY STATEMENT

These financial statements for Hawke's Bay Network Limited (LINES BUSINESS) for the
year 1 April 2001 to 31 March 2002, and the financial position of the Company as at 31
March 2002 have been completed in accordance with the Electricity (Information
Disclosure) Regulations 1999 and the Electricity (Information Disclosure) Amendment
Regulations 2000.

Hawke's Bay Network Limited is registered as a Company under the Companies Act
1993 and is a reporting entity for the purposes of the Financial Reporting Act 1993.

Hawke's Bay Network is an Energy Company in terms of the Energy Companies Act
1992.

Basis of Preparation

These statements have been prepared solely for the purpose of complying with the
Electricity (Information Disclosure) Regulations 1999 and the Electricity (Information
Disclosure) Amendment Regulations 2000 and 2001.

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
* Measurement System

The general accounting principles recognised as appropriate for the measurement and
reporting of earnings and financial position on a historic cost basis is followed by the

Company, with the exception that certain property, plant and egquipment have been
revalued.

* Specific Accounting Policies

The following particular accounting policies which materially affect the measurement of
profit and the financial position have been applied:

a. Property, Plant and Equipment

Owned Assets

All owned items of Property, Plant and Equipment are initially recorded at cost
and, except for land, depreciated. These costs include the purchase
consideration plus, where appropriate, site preparation costs, installation costs
and all relevant overheads. Costs cease to be capitalised when substantially all
the activities necessary to bring an asset to the location and condition it is
intended for are complete.

The Electrical Distribution Network is wvalued at Optimised Depreciated
Replacement Cost (ODRC) as determined by PriceWaterhouse Coopers. These
valuations were completed as at 31 March 2001 and have been adjusted for
additions at cost and depreciation at appropriate rates to 31 March 2002.

Land and Buildings not included in the Electrical Distribution Network are stated

at valuation determined by Telfer Young Ltd, Napier, an independent registered

valuation company, as at 31 March 2002. The basis of valuation was fair value as
i defined under the Financial Reporting Standard 3 (FRS-3).

LexisMexis
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HAWKE’S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2002

LexisMexis

All other items of Property, Plant and Equipment are initially stated at cost and
depreciated as outlined in note 2(b) below.

Revaluations

The Electrical Distribution Network is revalued on a cyclical basis with no
components being recognised at a valuation undertaken more than three years
previously.

Land and Buildings are revalued on a cyclical basis at no more than 5 yearly
intervals.

Land and Buildings intended for sale are stated at their 31 March 2000 valuation.
These properties within this class have been transferred to Current Assets to
reflect their pending sale.

Any revaluation surplus arising on the revaluation of a class of property, plant or
equipment is transferred directly to the Asset Revaluation Reserve. A revaluation
deficit in excess of the Asset Revaluation Reserve balance for the class of
property, plant or equipment is recognised in the Statement of Financial
Performance in the period it arises. Revaluation surpluses which reverse
previous revaluation deficits recognised in the Statement of Financial
Performance are recognised as revenue in the Statement of Financial
Performance.

Disposal of Property, Plant and Equipment

When an item of property, plant or equipment is disposed of, any gain or loss is
recognised in the Statement of Financial Performance and is calculated as the
difference between the sale price and the carrying value of the asset.

The carrying values of Property, Plant and Eguipment do not exceed their
estimated recoverable value.

Depreciation

Depreciation is provided on a straight line basis on all tangible items of property,
plant and equipment other than freehold land, at rates calculated to allocate the
assets' cost or valuation less any residual value, over their estimated useful lives.
Depreciation on the Electrical Distribution Network for the financial year ending
31 March 2001 was based on the Optimised Deprival Value methodology as at
March 1997, adjusted for additions and depreciation to 31 March 2001. From 1
April 2001 depreciation has been calculated for the Electrical Distribution Network
valued at Optimised Depreciated Replacement Cost (ODRC).

The estimated useful lives of Property, Plant and Equipment are as follows:

Electrical Distribution Network

33KV Sub TransmMiSSION ......ccccvimeeinisiinsssimsnsrsereniessess 90 = 10 YEArS
Zone Substations, Structures and Equipment ....................... 15 - 60 Years
Distribution Transformers.........ccocvecvvccveccviccivcccceeennn.. 40 - 45 Years
Distribution Switchgear ..........ccccvviciiiciiiiiciiieecsciiecccennenn. 39 - 55 Years
Overhead Lines ..........ccc i nsinsss e e snsisens s sennnon 40 = G0 Ye2IS
Underground Cables.........cccviiiiniiiiiiiiecciieciiinis 45-70 Years
Other Distribution Equipment.............cccccceiiviiiiviivivvvinnvienenenn. 3 - 70 Years

No. 123
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HAWKE’S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2002

Other Plant, Prﬂp-&l"t‘jl" and Equupment

Freehold Buildings ... R e s BN Y BErS

LR oo i s masi i S e e s T D

Motor Vehlgles........ it s 3 = 15 Yaars

Plant and EQUIpment.........c.ccccmmsimmmmsinmsmsmssmmmnmmmmineseees 9 = 10 Y 82MS

Office Furniture and Equipment .............cccccovnvnnnnnnn.. 9 = 20 Years

Information Technology ..o, 3 =10 Years
C. Investments

Investments are stated at the lower of cost or net realisable value.

d. Receivables
Receivables are stated at their estimated realisable value.

e. Inventories
Inventories are stated at the lower of average cost and net realisable value.

f. Capital Work in Progress
Capital Work in Progress includes the cost of materials and other direct and
indirect costs incurred as at balance date.

g. Income Tax
The Company adopts the liability method of accounting for deferred taxation.

The taxation charge against the surplus for the period is the estimated liability in
respect of that surplus after allowance for all the permanent differences and
timing differences not expected to reverse in the foreseeable future. This is the
partial basis for the calculation of deferred tax.

A debit balance in the deferred tax account, arising from timing differences or
income tax benefits from income tax losses, is only recognised if there is virtual
certainty of realisation. The subsequent realisation of such income tax benefits is
subject to the requirements of income tax legislation being met.

h. Financial Instruments
Financial instruments such as bank balances, bank investments, receivables,
accounts payable and term debt are included in the accounts at their estimated
fair value.

i Capitalisation
Capital expenditure is defined as all expenditure incurred in the creation of a new
asset, replacement of an asset that has reached the end of its economic life, or
increased service potential of an existing asset. Constructed assets are included
in property, plant and equipment as each becomes operational and available for
use.

| Cash Flows
For the purpose of the Statement of Cash Flows, cash includes cash on hand,
deposits held on call with banks, and investments in money market instruments.

k. Employee Entitlements
A liability for annual leave, long service leave and retirement gratuities is accrued
W and recognised in the Statement of Financial Position. Liabilities for annual and

LexisMexis
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2002

long service leave are calculated on an entitlement basis at current rates.
Retirement gratuity liability is calculated using current rates and appropriate
probabilities for all qualifying staff aged 50 years or over.

L Property, Plant and Equipment Infended for Sale

Property, Plant and Equipment Intended for Sale are recognised at the lower of
valuation and net realisable value.

Changes in Accounting Policies

The Company has changed its accounting policy for the valuation of Land and Buildings
in order to comply with FRS-3: Property, Plant and Equipment. This standard came into
effect for periods ending on or after 31 March 2002. It requires assets to be revalued at
fair value, which has been determined by reference to their highest and best use. The
previous policy had been to determine the value of those items by reference to their
existing use. In accordance with the transitional provisions of FRS-3, the adjustment to
the asset has been made in the Statement of Movements in Equity.

There have been no other changes from the accounting policies adopted in the
last audited financial statements. All policies, other than the one change noted
above, have been applied consistently with the previous period.

LexisMexis
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For The Year Ended 31 March 2002

3 INCOME TAX

a) Taxation

Operating Surplus Before Taxation

Prima Facie Tax & 33%
Pamanent differences

Timing Differences not recognised
Prior Period Adjustments

Current Taxation Expense

Taxation Expense (Benefit) is represented by:
Current Taxation

Dedarred Tax
Taxation Payable

b) Movement in Deferred Taxation Liability (Timing Differences)

NEW ZEALAND GAZETTE

3291

2002 2001
S000 5000

715 3,618

236 1,194
(232) {240

177 110
{675) =
(454) 964
{494) 984
[454) 964

The Company has not recognised deferred taxation labilities on cumulative timing differences of $39,847 000
(2001:$35,207,000) as these are not expected 1o reverse in the foreseeable fulure. The tax effect of timing differences

not recognised ks $13,149,510 (2001:511,618,310).

&) Taxation Payabla

Opening Balance

Current year laxalion expense (benefit)
Taxation paid

Taxation Refunded Prior Parods

d) Imputation Credit Account

LexisMexis

Opening Balance

Taxation Refund Received

Imputation Credits attached to Dividends Paid in the reporting periad
Taxation Paid

960

(494) 964
(500) (4}
474 2
40 980
2,502 2,498
(474) -
(83)
900 4
2,845 2,502
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For The Year Ended 31 March 2002

4 SURPLUS BEFORE TAXATION

Surplus Before Taxation

After Charging:

Depreciation:

Electrical Distribution System
Freehold Buildings

Muotor Vehiclas

Plant and Equipment

Office Furniture and Equipment
Information Technology

Total Depreciation

Other Costs:

Interest Expenas

Audit New Zealand - Audit Services

Auickit New Zealand - Disclosure Accounts
Remuneration Paid ta Directors

Bad Debls Written O

Change In Provision for Doubtful Debts
Loss on Sale of Assets

After Crediting:

Interest Revenue

Recovery of debt previously written off as bad
Dividends

(Gain on Sale of Assets

Non Operating Benefits (Costs):

Stock Obsolescencea

Gratuities and Long Service Provision
Restructuring

Total Non Operating (Costs)

5 SHARE CAPITAL

Murnber of Ordinary Fully Paid Shares on lssue

Issued and Paid up Value

& RECEIVAELES AND PREPAYMENTS

LexisMexis

Trade Dabtors
Provision For Doubtful Debis

NEW ZEALAND GAZETTE

2002 2001
5000 S000
716 3,618
4,640 4,020
Ba 61
12a 152
110 122
&1 &7
535 456
5,558 4,908
&0 60
20 a3

3 4

140 135
40 ]

1 88

a 141

529 ais

5 =

<]+ -
(38) (177}
{23 (522)

3 (234)

(40) (933)
2002 2001
54,000,000 54,000,000
2002 2001
000 $000
65,661 66,661
2002 2001
$000 $000
2,053 3,577
{111} {100)
1,952 3477

No. 123
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMIMG PART OF THE FINAMCIAL STATEMENTS
For The Year Ended 31 March 2002

2002 2001
7 TERM DEBT $000 3000
Due For Repayment:
1 June 2003 1,000 1,000
1,000 1,000
The Interest Rate on the loan is 6.0% and the debt is unsecured with the Hawke's Bay Power Consumers

Truesl.
8 COMMITMENTS & CONTINGENT LIABILITIES

A contingent liabllity exists for future Customer Service Guarantee paymenis in relation lo continuity of supply.
The Company has a rental guarantes in respect to the premises sold in January 2001, In the Directors view,

it is wnlikely that this guarantee will resull in a liabéity to the Company (2001:50).

There were no other contingent liabilities existing at balance date (2001:50).

The value of contractual capital commitments as at 31 March 2002 is estimated at 1,055,000 (2001:$1,688,525).

9 PROPERTY PLANT AMD EQUIPMENT

2002 2001
5000 3000
Elecirical Distribution Network
33kV Subtransmission
at valuation 8,105 8,102
additions at cost 102 -
accumulated depreciation (283) -
7,924 &,102
Zone Substation Structures and Equipment
at valuation 14,984 14,984
additions al cost 943 -
accumulated depreciation (675) =
15,252 14 584
Distribution and Substation Transformers
at valuation 21,010 21,010
additions al cost 1,234 -
accumulated depreciation (855) =
21,389 21,010
Distribution Switchgear
al valuation 4,525 4.525
additions at cost 268 =
accumulated depreciation (384) .
4,409 4,525
Overhead Lines
at valuation 37,877 37677
acditions at cost 1,518 5
accumulated depreciation {1,226} -
37,970 376y
Underground Cables
at valuation 18,523 18,523
additions at cost 2,674 -
accumulated depreciation (843} -
20,354 18,523
Other Distribution Equipment
at valuation 11,524 11,527
addilions al cost 536 .
accurmulated depreciation (375} -
11,685 11,527
Met carrying Value, Electricity Distribution Network 118,983 116,348

LexisMexis
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NEW ZEALAND GAZETTE

HAWEKE'S BAY NETWORK LIMITED - LINES BUSINESS

MOTES TO AND FORMING PART OF THE FINAMCIAL STATEMENTS
For The Year Ended 31 March 2002

Freehold Bulldings

9 PROPERTY PLANT AND ECLNPMENT...continued

No. 123

2,688
165
{187}

2,664

281
340

2,640
(1,734)

206

3.282
(2,527)

755

2,043
{1,848)

195

5812
{2.728)

3,086

8,227

at valuation 4,007

al cost .

accumulated depreciation -

4,007

Land and Additions to Land

at valuation 836

al cost

accumulated depreclation =
836

Motor vehicles

at cost 272

accumulated depreciation {1,835)
BTT

Plant and Equipment

at cost 3,373

accurmulated depreciation (2,613}
Ta

Office Furniture and Equipmeant

al eost 2175

accumulated depreciation (1,898)
2T

Information Technology

at cost 6,152

accumulated depreciation [3,259)

2,893
Met Carrying Value, Other iterns of Property, Plant and Equipment 9,650
TOTAL NET CARRYING VALUE 128,633

Valuations

124,575

The Ekciricad Distribution Nitwork s valeed at Optimised Depreciated Replacement Cost (ODRC) as datermined by PriceWatarhouse
Coopers (based on a valualion produced by Merfiec Consullants Ltd) as af 31 March 2001 and have been adusied for sddilions a1 cosl and depreciation

at appropriale rates to 31 March 2002,

All Mon Metwork Land and Bulldings (excluding the Omahw Road, Hastings and & portion of the Faraday Street, Napier properties) have been transherned
o Curent Assats Pending Sale, al the amounts ndependently valued by Logan Store Lid of Haslings as a1 371 March 2000. They have been

adjusted for addiions at cost and depreciation at appropriate rales o 31 March 2002
These properlies ware nol revalued as &l 31 March 2002 due 1o their classfication as Current Assets Pending Sake and are valued on the basis of

market value on an existing use

Tha Directors consider the carrying value ol Properties Intended for Sale as at 31 March 2002 to ba an indicabon of fair value
All oiher Land and Bulldings have been independently valued by Telfar Yourg Lid of Mapier a% at 31 March 2002 on a lair value bagis a3 defined undar

Financial Reporting Standand 3

Al ather dems of Property, Plant and equipmen are recorded at cost

10 RESERVES

LexisMexis

Assat Revaluation Reserve

Balance at beginning of year

RAevaluation Of Electrical Distribution Network

Asset Revaluation in Relation to Land Sold

Balance al end of year

2002
000

53,643

2001
S000

49,964
13,860

63,643

63,924

(281)

&3,643

63,643
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HAWEKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For The Year Ended 31 March 2002

11 RETAINED EARNINGS

Balance at beginning of year

Dividends Paid

Met Surplus (Deficit)

Land and Building Revaluations™

Assel Revaluation in Relation to Land Sold

Balance at end of yoar

*** As per the Transitional Provisions of Financial Reporting Standard 3

2002 2001
$000 000
1,180 i1,755)
(167) -
1,209 2,654
(15) -

- 281
2,207 1,180

12 RECONCILIATION OF REPORTED NET OPERATING SURPLUS AFTER TAX WITH NET CASH FLOWS

FROM OPERATING ACTIVITIES

MET OPERATING SURPLUS (DEFICIT} AFTER TAXATION

PLUS: Non Cash/ Mon Operating Hems
Building Revaluation
(Gain)Loss On Assat Sales
Depreciation

PLUS (LESS) Movements in Working Capital:

Decrease (Increaze) in Receivables and Prepaymanls
Decrease (Increase) in Inventories

Inerease (Decreasa) in Accounls Payable, Accruals
and Employee Entitlements

Increase {Decrease) in Taxation Payabla

PLUS {LESE): Other Movements

Met Cash Inflow From Operating Activities

2002 2001
$000 $000
1,209 2,854
(58) 141
5,558 4,908
B,709 7,703
1,525 274
a4 148
o7 817
(S0 980
B,265 9,902

13 FINANCIAL INSTRUMENTS

a) Credit Risk

Financial Instruments which potentially subject the Company fo credit risk principally consist of bank balances and

accounts receivables. Mo collaleral is held on these amounts,

Maximum exposure to credit risk = the amount stated in the Financial Statements and is nel of any recognised provision for

lossas on these financial instruments.
b} Concentration of Credit Risk

The Company is exposed to a concentration of credit risk in that at certain fimes during each month Contact Energy may
account for up to B5% of the accounts receivable balance culstanding, and any approved institution may hold up to 33% of

the Company's bank balances at any given time.
¢) Fair Values

The methods and assumptions used are that camying amounts in the Financial Statements reflect the estimated fair
value of the financial instruments including recelvables, bank and invesimenis, accounts payable and ferm debt.

The average effective pre-tax interest rate on investments at balance date was 5.31%.
d) Currency Risk

The Company enters into forward exchange contracts for any transactions conducted in currency other than the MNew

Zealand dollar to eliminate the effects of any currency fluctuations.

14 RELATED PARTY TRANSACTIONS

The establishmam Plan of the Company provided for the formation of the Hawkes Bay Power

Consumers Trust {the object of which is 1o hold the shares of the Company on behalf of the

Consumers in thair capacity as owners) and the isue of a $1,000,000 debt security from the
Company to the Trust. The debt security is repayabls on 1 June, 2003 and carries an interest rate of 6% per pa.
A fully imputed dividend of S167,000 was paid to the Hawke's Bay Power Consumers Trust during the year,

LexisMexis
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For The Year Ended 31 March 2002

15 MANDATORY SPECIFIC DISCLOSURE

The following information is required fo be disclosed in the financial statements under regulation 6 of the Electricity
{Information Disclosure) Regulations 1950,

Statement of Financial Position Disclosure (Schedule 1, Part 2)

2002 200
5000 5000
Current assets
(a)  Cash and bank balances: 1,000 2,008
(B}  Short-term investrmenis: 2.500 3,800
fc)]  Inventories: 560 GO3)
(d)  Accounts receivable: 1,862 3477
(e} Other current sssets not Ested n (a) 1o (d): 1,313 1,502
(i Total current assets 7,334 11,180
Fixed assets
(@) Systemn fixed nssets: 118,983 116,348
(b} Consumer biling and intcemation system asseds: o 0
{c)]  Motor vehicles: BT 06
(dy  Ofice equiprment: 277 3174
{g)  Land and bulldings. 4,843 3,285
i Copital works under construction: 2,638 1,816
lg)  Other fixed assets not Ested in (a) 10 (1) 3,653 862
(hy  Total fived assots 131,271 126,301
Other tangible assets not listed above I o
Total tangible assats 138,605 137 581
Intanglble azsets
{a)  Goodwil: Q o
(b} Dther intangibles not listed in (@) above: 0 o
jc) Total intangible assets a 4]
Total assets 138,605 137,581
Current Habilities
{a}  Bank overdraft: ] o
ib)  Shorl-erm borrowings: 0 o
{c} Payables and accruals: 4616 35497
{d}  Provision for dividends payable: o o
(g}  Provislon for iIncome tax;: 40 G600
{fy  Orther current liabilites not Ested in (8) 10 (e) abave: [ 1
(gl Total current liabilities 4,656 4,557
Nen-gurrent llabllities
{a)  Payables and accruals: L] o
(b}  Borrowings: 1,000 1,000
(¢} Deterredtax 0 1]
{d}  Other non-current lizbilities not ksted in (8) 1o (o ) above: 438| 540
{8}  Total nen-current liabilities 1,438] 1,540
Equity
{a} Shareholders' equity:
Share capitak B6,661 56,661
Retainsd samings: 2,207 1,180
Aeserves: G3,643 63,6543
Total Shareholders’ equity: 132,511 131,404
(B Minority interests in subsidiaries: 0 0
ic)] Total equity: 132,511 131,484
{d) Capital nobes: 0 0
(L] Total capital funds: 132,511 131,484
Total equity and liabllities 138,805 137,561
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For The Year Ended 31 March 2002

15 FURTHER INFORMATION CONTINUED

The following information is required to be disclosed in the financial statements under regulation & of the Electricily
{Infarmation Disclosure) Reguiations 1990,

2002 2001
$000 5000
Operating revenue
[E] Fiavesisa From linedBecess chargas 30,168 32,786
(3] Ravenus from “Cribar® busingss for sendces caried out by (¥ 5]
b lirve buginess (transder payment): [y
eh Iresest on cash, Dbank balances and shoot 16 invasimants: 52 316
i} AL loss-rental rebatas: 2812 2,718
8l Oiher revenue nol listed in (a) 1o (d): 1,185 1,334
i Total oparating revenue pre Discosnts 34,104 47, 164]
Expenditure (Schedule 1, Part 2)
2002 2001
Operating sxpenditure 5000 5000
[E] Payman lor Trarsmission Chargas 10,142 13,266
100142 13,268]
=13 Transfar paymants to the ‘othar® businass far:
(i) fssal maimenance: [ 0
(i Consurner disconnactionireconnastion sandcas; o o
i) Migtar data: o 0
{iw) Consurmes-based [oad control Semvices; o L
(L] Fioryalty ard patent axpensas: li] i
[wih BAyoided ransmizsion changes on account ol own generation 0 Ry
[} Oiker gocds and serdcas not listed in [} to (vi) above 0 0
{wiiih Total transfer payment to the *Olher® business Q k4
=
Expensa to antities that am not reéabed paes far:
] Ause! Mainenance: 3185 2548
(1iy Consumar desconnectionireoonnection senices L 0
(i) Matar daia L] 0
() Consumer-based lnad conlrol services o 0
[{3] Foyalty and pabend copienses 0| 1]
{wi} Total of speclied expenses 1o non-relaled parties (sum of (1) 8o () 3,185 2,848
() Employes salanas, wages and redundancies 2,488 3,180
() Consumar billing and inlormation Syslem axpensa o 1
iy Depreciation on:
iy Sysiom fixad asseis: 4,640 4,020
(i) Chber assabs nol listed @ (i) g18| 1,030
iily Total depreciation 5,564 5.048
gl Amortisation al:
iy Goadaill: 0 0
{iiy Cither imangibles: [4] ]
[iii) Total amanizalion of intangibles i t]
iR} Caomporata and adminstration: 620 550
i1 Hiumisan st SXpEnsas; 100 85
1ip Marketing achverising: 94 49
1k} Marger and acquisiion axpansas: vl 0
n Takeowar dalence expenses: o a
{m} Resaarch and devalopmant expenses: &8 15
o} Gonsultancy and lagal AxpRNsEs; 30 257
=] Donations: 0 0
ip) Directars” feas: 140 135
1,382] 1.081
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

NOTES TO AND FORMING PART OF THE FINAMCIAL STATEMENTS
For The Year Ended 31 March 2002

15 FURTHER INFORMATION CONTINUED:

The following information s required to be disclosed in the financial statements under regulation 8 of the Electncity
{Information Disclosure) Regulations 1999,

2002 2001
il Auditon' lees: 5000 5000
(0] Awdit feas paid 1o principsl Audtors; 23 as|
[1]] Awdit feas paid 1o cthar auditars: o o
i) Feas paid Tor other sarvices provided by principal and other audibars: 4 4
{iv) Total audflors’ fees: 27 En
{r) Cosls af alfefing credt:
i} Bad dedis writtan off: 4y aa)
{H) Incredss in estimated doubtful debis: 11 88
i) Total cost of olfering credi: &1 0
{s) Leal ausnonity rates expense GB s
1] AL lpaz-rentals (distribulion to relslarsCusiomens) axpansa: 2512 2.718|
[l Rabalas 10 conaumens dus 1o awnership inlanasl 7870 3,877
(¥ Subvention payments: o o
[w) Unisual enparses: 4 G35
¥ Oithar expendiure not listad in (&) 10 (W) 526 231
10816 ?.51:3]
Total operating expendiure 31619 3,486)
OF Ing swrplus before interest and income tax T 3,678
Imberesl expense
(a)
(1] Irtisrest Gxpense on barrawngs il x]
=) Financing charges relatad 10 linance leasas o 8]
d) Ciher interast axpensa 6l &0
Total interes] expense G0 80
Operaling surplus belore income tax 715 3.618)
Incoemes lax {494y S84
Met Surplus after Tax 1,208 2,664

16 SEGMENT INFORMA TION

The company operates predominantly in one industry - the ownership,management and operation of elactricity
networks,

17 PROPERTIES INTENDED FOR SALE

2002 2001
$000 $000
Buildings T84 853
Land 549 5459
Tatal Properties Intended for Sale 1,313 1,502

These properties are now included in Current Assels as at 31 March 2002 at the amounis valued by Logan Stone Lid
of Hastings as at 31 March 2000, adjusted for additicns at cost and depreciation to 31 March 2002, These valuations weare
based on market value on an existing use basis as at 31 March 2000, The Directors consider this to reflect fair value,

18 EMPLOYEE ENTITLEMENTS

Employee entitiements expected 1o be taken within the 12 months following Balance Date are recorded as Current Liabilities,

All other Employes Entitlements are recorded as Term Liabilities,
19 EVENTS SUBSEQUENT TO BALANCE DATE

There have been no known events post 31 March 2002 that would have a material impact on the operation of the Company.

LexisMexis
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

ELECTRICITY (INFORMATION DISCLOSURE)
REGULATIONS 1999

Regulation 15

Disclosure by line owners of financial and efficiency performance measures

Financial Measures 2002 2001 2000
Return On Funds 0.23% 2.83% 3.10%
Return On Equity 0.93% 2.18% 3.21%
Return On Investment 0.74% 14.62% 3.07%

Mote: These measures are net of Line Discounts

Efficiency Measures

Direct Line Cost Per Kilometre $1,293 51,339 $1,443
Indirect Line Cost Per Customer 348 $60 %46

Note: The Indirect Line Cost for 2001 was influenced by $16.38 per Customer
as a result of the non operating items disclosed in Note 4.

LexisMexis
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HAWKE'S BAY NETWORK LIMITED - LINES BUSINESS

ELECTRICITY (INFORMATION DISCLOSURE)
REGULATIONS 1999

Regulation 16A

Annual Valuation Reconciliation Report

For The Year Ending 31 March:

System fixed assets at ODV - end of the previous financial year
Add system fixed assets acquired during the year at ODV
Less system fixed assets disposed of during the year at ODV
Less depreciation on system fixed assets at ODV

Add revaluation of system fixed assets

No. 123

Equals system fixed assets at ODV - end of financial year

2002 2001
S000 5000
116,348 101,434
7.275 4,974
(4,640)  (4,020)
- 13,960
118,983 116,348

LexisMexis
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REGULATION 21
YEAR ENDED 31 MARCH 2002

1)

2)

LexisMexis

Energy Delivery Efficiency Performance
Measures & Statistics

a)
b}
c)

Load Factor

Loss Ratio

Capacity Utilisation

STATISTICS

a)

b)

d)

f)

a)

h)

Systems Length (kms)
~ 33Ky

~ 11kV

- 230/400V

Total

Circuit Length (Overhead) (kms)
-~ 33KV

~ 11kV

~  230/400V

Total

Circuit Length (Underground)
{kms)

~ 33kV

-~ 11kV

~  230/400Y

Total

Transformer Capacity (KWVA)
Maximum Demand (kW)

Total electricity entering the system
{before losses) (kKWh)

Note

Comparative figures are for total electricity

supplied from the system after losses of

alectricity)

Total amount of electricity supplied from
the system (after losses of electricity) on

behalf of each person (kKWh)

Retailer A
Retailer B
Retailer C
Retailer O
Retailer E
Retailer F
Retailer G
Retailer H
Retailer |

Retailer J
Retailer K

(Comparative figures are for the total

amount of electricity conveyed through the

system before the losses of electricity)

Total customers

NEW ZEALAND GAZETTE

2002 2001 2000
58.62% 59.57% 61.13%
5.5% 5.47% 5.39%
30.3% 30.1% 28.81%

271 271 263

2,325 2,311 2,273

1,307 1,290 1,282

3,903 3,872 3,824

248 247 246

1,941 1,037 1,032

480 479 474

2,669 2,663 2,652

24 24 17

384 374 347

826 811 808

1,234 1,200 1,172
557,000 538,831 536,485
168,896 162,200 154,587
867,332,224 801,999,537 783,161,169
810,612,086 848445966 628,806,626
546,396,753 563,985,132 583,355,709
15,398,575 08,491,123 98,444,884
79,612,884 74,172,384 66,824,849
96,928,433 60,083,396 54,210,978
17,108,509 30,331,255 25,441,206
49,694,020 7,224,965 486,864
8,842,173 12,928,576 21,168

0 887,729 21,168

0 11,904 y

3,410,362 : L
2,220,377 329,522 :
819,612,086 848,445966 B28B,BOG,626
58,070 57,331 56,594

3303

1899

59.33%

5.33%

2B.87%

248
2,164
1,262

3,674

228
1,838
641

2,707

20
326
621

aav
531,253
153,370

754,644,983

797132126

56,000
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REGULATION 22

RELIABILITY PERFORMANCE MEASURES

¥YEAR ENDED 31 MARCH 2002

1)

2)

3)

4)

5)

6)

7

B)

g)

10)

LexisMexis

Total interruptions

a})  Planned Interruptions by Line Owner
(Class B)

b}  Unplanned Interruptions by Line
Owner (Class C)

c) Unplanned - Transpower (Class O)

MNext Year's Target

a)  Planned Interruptions by Line Owner
(Class B)

b)  Unplanned Interruptions by Line
Cwner (Class C)

c)  Unplanned

Next 5 Year Average Target

a) Planned Interruptions by Line Owner
(Class B)

b)  Unplanned Interruptions by Line
Owner (Class C)

Unplanned Interruptions (Class C) not
restored within:

a) 3 Hours (%)

b) 24 Hours (%)

Faults/100km

a) Total Mo, of Faults

b)  Mext Year's Targets

) Mext 5 Year Average Targel
d) i) 33kV Line Voltage

a) Taotal no. of Faults
b) Mext Year's Target
c) Mext 5 Year Target
ii) 11kV Line Voltage

a) Total no. of Faults
1] Mext Year's Target
c} Mext 5 ¥ear Target

Faults100km of Underground Line

a) Total

b}  33kV

¢l 11kV

FaultsA100km of Overhead Line

a) Total

b)  33kV

c)  11kV

TOTAL SAIDI (with Transpower)

SAIDI Classification for 31 March 2002

a)  Planned Interruptions by Ling Cwner
(Class B)

b}  Unplanned Interruptions by Line
Owner (Class C)

c) Unplanned Interruptions —
Transpower (Class D)

SAIDI Targets Next Year

a) Planned Interruptions by Line Onwer
(Class B)

b)  Unplanned Interruptions by Lina
Owner (Class C)

2002
281
185

477

300

180

300

150

7.51
i
6.8

2.57

2.00

1.50

7.

11.65
11.46
68.73
2.82
7.21

101.63

31.68
69.10
87

37

360

170

340

150

106
10,87

al
6.9

385.03

5B.43
B1.80

245,00

2000
342
152

494

400

200

400
200

20
MIL

5.98

1.9
a.5
3.0

5.45

14.56
18.27
4.55
2.03
4.87

103.99

56.6

47.3

No. 123

18595
492

243

735

450

225

430
220

12.14
12.68
8.73
4.39
10.3%

162.4

a0.47v

81.98

75

Fi
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REGULATION 22

RELIABILITY PERFORMANCE MEASURES

YEAR ENDED 31 MARCH 2002 (Cont'd)

11)

12)

13)

14)

15)

18)

17)

18)

19)

LexisMexis

SAIDI Targets Next 5 Years
a)  Planned Interruptions by Line Owner

{Clazs B)

b}  Unplanned Interruptions by Line
Owner (Class C)

TOTAL SAIFI

SAIFI Classification for 31 March 2002

a)  Planned Interruptions by Ling Cwner
IClass B)

b}  Unplanned Interruptions by Line
Owner (Class C)

e}  Unplanned Interruptions —
Transpower (Class D)

SAIF] Targets Next Year

a)  Planned Interruptions by Line Owner
(Class B)

b}  Unplanned Interruptions by Line
COwner (Class C)

SAIFI Target Next 5 Years
a) Planned Interruptions by Line Owner

{Class B)

b}  Unplanned Interruptions by Ling
Owner (Class C)

Total CAIDI

CAIDI Classification for 31 March 2002

a) Planned Interruptions by Line Owner
(Class B)

) Unplanned Interruptions by Line
Owner (Class C)

¢}  Unplanned Interruptions —
Transpower (Class D)

CAIDI Targets Mext Year

a)  Planned Interruptions by Line Owner
{Class B)

b)  Unplanned Interruptions by Line
Owner (Class C)

CAIDI Targets Next 5 Years

a)  Planned Interruptions by Line Owner
(Class B)

b)  Unplanned Intermuptions by Line
Cwner {Class C)

NEW ZEALAND GAZETTE

2002

30

40

2.14

25
1.89
a9

1.4

47.49

126.64
36.58
223

123

100
28

2001

31

4.75

0.41
2.34

2.00

50

1.90

1.70

81.08

143.00
34.80

123.00

115

110

0

1.48

0.41

1.06

0.42

1.8

70.3

136.7

44.5

120

120

3305

1989

70

70

2.38

0.51

1.87

0.5

1.5

0.45

1.4

68.16

158

44

180

40

150

40



3306 NEW ZEALAND GAZETTE No. 123

\ Audit New Zealand

REPORT OF THE AUDIT OFFICE

. READERS OF THE FINANCIAL STATEMENTS OF
HAWKE’S BAY NETWORK LIMITED
FOR THE YEAR ENDED 31 MARCH 2002

We have audited the financial statements of Hawke's Bay Network Limited on pages 2 to 16.
The financial statements provide information about the past financial performance of Hawke's
Bay Network Limited and its financial position as at 31 March 2002. This information is stated
in accordance with the accounting policies set out on pages 5 to 8.

Directors’ Responsibilities

The Electricity (Information Disclosure) Regulations 1999 require the Directors to prepare
financial statements that give a true and fair view of the financial position of Hawke's Bay
Network Limited as at 31 March 2002, and results of operations and cash flows for the year
ended on that date.

Auditor’s responsibilities

Section 15 of the Public Audit Act 2001 and Regulation 31 of the Electricity (Information
Disclosure) Regulations 1999 require the Auditor-General to audit the financial statements. It is
the responsibility of the Auditor-General to express an independent opinion on the financial
statements and report that opinion to you.

The Auditor-General has appointed V F Sears, of Audit New Zealand, to undertake the audit.

Basis of opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures
in the financial statements. It also includes assessing:

A the significant estimates and judgements made by the Directors in the preparation of
the financial statements; and

4 whether the accounting policies are appropriate to Hawke's Bay Network Limited’s
circumstances, consistently applied and adequately disclosed.

We conducted our audit in accordance with the Auditing Standards published by the Auditor-
General, which incorporate the Auditing Standards issued by the Institute of Chartered
Accountants of New Zealand. We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the financial statements are free from
material misstatements, whether caused by fraud or error. In forming our opinion, we also
evaluated the overall adequacy of the presentation of information in the financial statements.

LexisMexis
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Other than in our capacity as auditor acting on behalf of the Auditor-General, we have no
relationship with or interests in Hawke's Bay Network Limited.

Unqualified opinion

We have obtained all the information and explanations we have required.
In our opinion:

A proper accounting records have been kept by Hawke’s Bay Network Limited as far
as appears from our examination of those records and

. the financial statements on pages 2 to 16:
(a) comply with generally accepted accounting practice and
(b) give a true and fair view of the financial position of Hawke’s Bay Network

Limited as at 31 March 2002 and the results of its operations and cash flows
for the year ended on that date; and

(c) comply with the Electricity (Information Disclosure) Regulations 1999.

Our audit was completed on 23 August 2002 and our unqualified opinion is expressed as at that
date.

V F Sears

Audit New Zealand

On behalf of the Auditor-General
Palmerston North, New Zealand
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AUDITOR-GENERAL’S OPINION

ON THE PERFORMANCE MEASURES OF
HAWKE’S BAY NETWORK LIMITED

We have examined the information on pages 17 to 20 being —

(a) the derivation table in regulation 16; and

(b) the annual ODV reconciliation report in regulations 16A; and

(c) the financial performance measures in clause 1 of Part 3 of Schedule 1; and
(d) the financial components of the efficiency performance measures in clause 2

of Part 3 of Schedule 1, -

that were prepared by Hawke’'s Bay Network Limited and dated 31 March 2002 for the
purposes of regulation 15 of the Electricity (Information Disclosure) Regulations 1999.

In our opinion, having made all reasonable enquiry, to the best of our knowledge, that
information has been prepared in accordance with the Electricity (Information
Disclosure) Regulations 1999.

s =

WV F Sears

Audit New Zealand

On behalf of the Controller and Auditor-General
Mapier, New Zealand

23 August 2002
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