








Counties Power Limited Notes to the Financial Statements
For the year ended 31 March 2008

(e) Key management personnel compensation

2008 2007
$000 $'000
Salaries and short term employee benefits [,179 829
Total Salaries and short term employee benefits [,179 829

30. Events occurring after the balance sheet date

31.

The Company had no events occurring after balance date. (2007: nil).

Explanation of transition to New Zealand equivalents to IFRS

Impact of NZ IFRS on the balance sheet as at | April 2006

As stated in notel, these are the Company’s first financial statements prepared in accordance with NZ IFRS. The accounting policies
are set out in note 2 have been applied in preparing the financial statements for the year ended 3| March 2008, the comparative
information presented in these financial statements for the year ended 31 March 2007 and in the preparation of an opening NZ
IFRS balance sheet at | April 2006 (the Company's date of transition). In preparing its opening NZ IFRS balance sheet, the Company
has adjusted amounts reported previously in financial statements prepared in accordance with its old basis of accounting (previous

GAAP).

In preparing these financial statements in accordance with NZ IFRS [, the Company has applied the mandatory exemptions and

certain optional exemptions from full retrospective application of NZ IFRS.

Exemptions from full retrospective application elected by the Company

The Company has elected to apply the following optional exemptions from full retrospective application:

Fair value as deemed cost exemption
The Company has elected to measure its previously revalued distribution system, land and buildings, at fair value as at | April 2006

and use that fair value as the deemed cost at that date.
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For the year ended 3| March 2008

(1) Reconciliation of profit for the year ended 31 March 2007

Previous Effect of NZ IFRS

Notes NZ FRS transition to

NZ IFRS
$°000 $°000 $°000
Revenue from continuing operations I (39,002) 274 (38,728)
Other income I - (321) (321)
Expenses, excluding finance costs 2 30,951 (625) 30,326
Finance costs - net 2 - 625 625
Surplus before income tax (8,051) (47) (8,098)
Income tax expense 3 2,054 - 2,054
Surplus for the year (5,997) (47) (6,044)

Profit for the year attributable to the

Company’s shareholders (5,997) (47) (6,044)

[)  Revenue from continuing operations has reduced due to the reclassification of interest income and gain on sale of
fixed assets to other income. In addition, we have recognised $47k of interest income from the unwinding of the fair

value of long term Compass loan receivable.

2)  Operating expenses decrease was due to reclassification of finance costs. No adjustments were identified on

transition to NZ IFRS that impacted on operating expenses.

3)  The method of tax calculation has changed to a balance sheet approach and is impacted by treatment of deferred

tax on revalued assets and other immaterial NZ IFRS adjustments.



Counties Power Limited Notes to the Financial Statements
For the year ended 3| March 2008

31. Explanation of transition to New Zealand equivalents to IFRS continued

(2) Reconciliation of equity

Transition Balance Sheet Comparative Balance Sheet
I April 2006 31 March 2007
Notes Previous Effect of NZ IFRS Previous Effect of NZ IFRS
NZ FRS transition to NZ FRS transition to
NZ IFRS NZ IFRS
$’000 $°000 $°000 $°000 $’000 $’000
ASSETS
Current assets
Cash and cash equivalents 3 - 3 90 - 90
Receivables 6,540 (3,1'10) 3,430 4,858 (765) 4,093
Inventories 108 - |08 93 - 93
Current tax receivables | - 2,540 2,540 - 282 282
Construction contracts in progress | |79 - 179 5 - 5
Loan receivable - 433 433 - 484 484
Total current assets 6,830 (137) 6,693 5,046 | 5,047
Non-current assets
Property, plant and equipment 2 125,205 (1'12) 125,093 164,501 (396) 164,105
Intangible assets 2 - [12 [12 - 396 396
Loan receivable 2 1,430 - [,430 1,059 (90) 969
Total non-current assets 126,635 - 126,635 165,560 (90) 165470
Total assets [33,465 (137) 133,328 | 70,606 (89) 170,517
LIABILITIES
Current liabilities
Payables 3 (6,519) 636 (5,883) (4,219) 732 (3,487)
Provisions 3 - (636) (636) - (732) (732)
Bank loans (6,100) - (6,100) (9,800) - (9,800)
Total current liabilities (12,619) - (12619 (14,019) - (14019
Non current liabilities
Deferred tax liability 3 - (21,462) (21462) - (30,180)  (30,180)
Total non current liabilities - (21,462) (21,462) - (30,180)  (30,180)
Total liabilities (12,619) (21,462)  (34,081) (14,019) (30,180)  (44,199)
Net assets 120,846 (21,599) 99,247 156,587 (30,269) 126,318
EQUITY
Share capital 30,797 - 30,797 30,797 - 30,797
Retained Earnings 4 36,696 31,754 68,450 42,393 31,801 74,194
Revaluation Reserves 5 53,353 (53,353) - 83,397 (62,070) 21,327
Total equity 120,846 (21,599) 99,247 156,587 (30,269) 126,318




2)

3)

4

5)
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Income tax receivable and other current receivables reclassified into separate components. Previously these balances were

aggregated in receivables.

Under NZ IFRS, software that was previously included in Property, plant and equipment is reclassified as intangible assets.

Intangible assets are an identifiable non-monetary asset without physical substance.

Provisions have increased to include long term employee entitlements not previously recognised as at | April 2006 due to the

measurement of the probability of those entitlements being exercised.
Provisions that are expected to become due in more than one year's time are classified as non-current.

For the year ended 31 March 2007 long term entitlements were recognised and measured in the same manner as required

under NZ IFRS, except for a portion which has been reclassified between current liabilities and non-current liabilities.

Retained earnings

The impact on retained earnings reflects adjustments explained in |, 2 and 3 above.

Revaluation reserves are impacted by two events:

Under NZ IFRS | "First time adoption of NZ equivalents to International Financial Reporting Standards” an entity may elect to
measure the deemed cost of its property, plant and equipment at either the fair value as at the date of transitioning to NZ IFRS
or at a GAAP revaluation from a date prior to the date of transition. Counties Power Limited has elected to use the carrying
value of its network distribution assets as at | April 2006 as its deemed cost. This value is based on the revaluation of the
network on 31 March 2004 adjusted for subsequent additions, disposals and depreciation. In addition the Company has elected
to measure previously revalued land and buildings at deemed cost on | April 2006.The carrying value of these assets remains
the same as under superseded accounting policies. However, the revaluation reserve previously recorded under NZ FRS is

reduced by $53,353 million which is transferred to retained earnings.

The revaluation reserves are further reduced by the amount of deferred tax applicable to each revaluation, except for land
revaluations. In revaluing assets the value in use of assets is equal to the revalued amount reflecting the future economic
benefits to the Company; hence a tax liability arises through future use.There is no deferred tax on land revaluations because
no tax would be payable on its eventual disposal. The amount transferred from revaluation reserves to retained earnings has

also been reduced by the amount of deferred tax applicable to each revaluation, except for land revaluations.
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STATEMENT OF SERVICE PERFORMANCE
For the Year Ended 3| March 2008

The table below sets out the performance targets included in the Statement of Corporate Intent for 2007/08.

2008 2007
TARGET ACTUAL TARGET ACTUAL

Earnings before customer discounts,
interest and tax expressed as a

['1.6% |'1.8% I'1.8% 12.0%
percentage of total average capital
employed
Net profit/(loss) before customer
discounts and after tax expressed as

7.7% 9.5% 7.8% 8.2%
a percentage of average consolidated
shareholders’ funds
Average minutes without electricity
per customer: (SAIDI)
Unplanned outages 70 150.3 66 95.7
Planned 9 19.2 8 13.8
Average faults per customer (1 [kV

2.3 2.3 22 32

and above) (SAIFI)

Unplanned and planned outages, as measured by SAIDI, (average minutes without electricity per customer), and faults, as measured by

SAIFI (average faults per customer) significantly exceeded targets.
As detailed in the Company’s audited Threshold Compliance Statement for the assessment date of 3| March 2008, these were caused

by two major events. One being the effects of a severe storm event on 10 and | | July 2007 and the other being an extreme (low

probability) multiple contingency events on 25 January 2008.
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