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Ga bzhatlof Lhe Dirgctors it is i ].le.‘-,ure b report
o whal has baen‘another very sugre s5tul year lor our

Compafy. The posive news s o rared allaspects of ihe
Lusiness with the haqhnql‘us b ngG: )

o he confirsnaten.of the Te Pere Hau Joint Venture with our
partners NFBB Py Limuted fHP Power anid Bahoack and
Breveen Windpower! : v

« the oflica! opering of Stage One of Te Rere Hau wind farm
in Seplember 7006 by the Prime Minster

» . ane oS recently the suce s af sacering $75 milben
in ayr second La|‘lt;ﬂ raising whers we welcomed Vector
Limted a5 a 19.99 percent cornerstong shareholdsr,

WF Windlarins' visian 5 abaul deliverirg solulinns o chirmale
change” by being A long-lerm cwner, Sparater and devcloper
ol renewatle eleciricily generalion. Inbuitding a porlictic ol

3ol raphicalty diverse ronawable generation assels, we can
IR B prohmbm bu_,w»-sa ivioatly pmzuor‘ed inawerld Lhatis+
Loth energy hung
gresnhonse ga;es !n achieving our busmess goals we will be -
slowing the growlt ol 2arbon ¢rnissions

Tha fompany i comminied i« building smaltler scale wind
farms thal, where possible, make use of eidsting wapacity
within iocat lines and reading network s Sush developrants
provide peenem @ hengfins to loval cormenumibies, ard assst
ey gh gistnbtion by
croviding slectricdy generation closs to where iUs nesded.

{iur Tivsd Tarm, Te Rare 1 lau Inear Palmoersion Morth), is sn
caample of thié, By using locat inpois including ke Now
"Jlarri HELE Wmdl ww B0 furbine we have ensured Thal

- mare lhan 90 percenl ol tko project's spend will b walh New

Zealard rrgarisaiicns, a cernmaerment that e pmdiding o
zignilyant bros? ta the fedphng Mow Zeatand wind indusiry.

car erded 30 June 2007 52w 3 quantam shiltin the size
arsl scale of our Cnrnpar'q As mch of the vear's elfer war!
i3 rAISIRG Te funs NECesSany 19 Groe The buginess, it 15
g-le:ssmg 10 repCeT our SUCCes3es in jhis regard.

- ALk start ol o yenr PEZ Windlarme was Dsted or 1ha

PLF A il saseis of just under 34 antlion and 1 prior-fear
aporationzd locs ol $3R,000, Tusbe manthc onwe bawe
Eransloened auw Lating o 2 NZSXK gresvs U company's
asae: hase o over BEQLmulticn, ano recarced an operational
surplus nf $352.000, although this w due mainty W 3 ene-
oIl gaun o the eanster of ascets inio thae Te Rora Hau Joint
VYeriure,

and mu\_a;mﬂlua-{ra fod by asnnscions ol

¥ DRURREEPL - 1 N L

Tha asset-giowth has come mainly fram equity raigiog, lirsity
with the BS percenrt cpnuersion ol cplions Irem cur Inilial
Fublic Oftering to sharessand thern secondly from wur aver
subscnbed Subsequant Public Offering. On the downside
tha low elesinicity spat price avér surmimer, combings with a
constraint in fine «apadity, resultes i lower than expected
revenue for the penad »f 378,000, The alectridal constramy

will h-* remapd 35 gari of this SUFNIMEr'S ”Ultd prograrnme. -

This effsciel opening ol gur wind form at Te Re| & Hawu was a
worderiul sucenss, wih mora than 200 in allzndance We
were delightad to have the Prime Minictar, the RL Hon Helen
Clarks Minister of Erargy, the Hon, Davia Parker; Ministar ol

v Research, Science and Technslogy and MP Lo Palmarstan
" Morth, the Han Siava Maharey; Green Party Ue-leader and -

Spokesporsen lor Energy, Climate Change and Lonservation,.
Jeanelte Filesiimons; ard tocat Mayers Heather Tanguay amg
lon Mokplvin as our guasis, Alss jeing us lor the day ware
inaty sthes lomlctgr ilatics, VIPs, shareholders, c’rle‘r‘acerl"s',.;

salf, supporters ane readia With tha wind Blowingatd™" - & -

healthy rate of 40-p.us breds, the Prime Minfster unvgiled
3 piaque and licked 3 switch Lo set the lirstaive wikires
QeEnerating s

I Dacember 2006 we wers p‘%s»:u toanncurce ‘he
crmpletion of the Te Rere Hau Juint Vensure with NP Power
and Baticock & Brown WindPower, who now combing

3% a 50/30 partrer in the Te Rere Hau wind larm with N2
Windfarres, We are delighied 1o have parinars whe hrisg such
3 aepth of sxperience in the wind ingustrs. The Jows Venburs:
has subzequently confirmed tveg furber orders toialeg 26
twrbings, and buil? the access roads by this neat stage o
devetopmeant,

As, porl of the 2047 copi al raising, we ware pleased (o

Cwerlcome Veoler asa 19 99% cornen slone shisreholder

ol MZ Wirdlarns, Yocter 16 New Paalanez 1agest anss
company, bt Fas many olbar init@lves including triais ol
demastic sized wind lurbines Wi ate looking lorwaid (o the
cony ributinr they will make o the Jertinued roweh of vur
Cornpany, ’ )

s

Finaily, Feowlg Uk 1o acknovdadas the contrbution the
mireciors, stafl and advsers of the Company have made gusr
kg past year The rapid growth of the Darnpany bas regquires
corsuderable exra time and cfort, well above,whe would .

Caormaatly be capected Tius bas been gvon wilhngly andwe - -

vioule no” bave achiesed (he progrecs we bave witheot the,
acndwill and dedicaton of all v ved o

Derek Walker

Chairman



: Ac.a- r.nj ey
ratior nseets, NI vnciarmis s commiited fs srograzsirg

sl f-;'.'“: ‘F I"l:-lﬂ-"ll-’ﬁlt SN “'1";\/;3.! d?‘l‘-‘

] ':3::7.."_.“— 1 wurbines, th:

‘euw"'""""“' :

LEERE

ke, sprator and devenper :Jf:-».;re‘:.v-el-lL

¢

.:;rn?r‘r --p"-:-'tum iac th -E are ‘.\plv atl"ge-.lgrczg:l‘ caly

o loclr‘ _ul nrllrurirur'm £ vﬂ‘er‘r'w-r p(‘n“mh l\ ;hu: i"""mﬂq
tess ervhronigental z:-sl-n’ma'« 2 from il Uaworks, machinery
transportation and visual inpact,

The Ta Rere Hag wind tarm shows wal this ciyle ol wing larin
devetoprmnent 1aohe Wee, It has dernonstrated Gial by working
santh nature we Can stk power our homes and ingustrisg
without ieaving the bl of ervironmenial deqradation for

wur childrzr and grandfchildren o pay. The challengetor N2
Winglarms now is to duplicate the success of Te Fere Hauin
sther iwcahion 3 throughaut Tew Zeatang.

e few have v nivie inonths, or simost four wrbine yoars
I perelinng! hl'-‘-lnr_; Trotn Te Resw Haw, The pedoimanie o

g five Soage § hirkinas has mel expeelations with only teo
S!r'laﬂ te
faull which ook on water and (‘o:..wquer.l v bucdne gy
ad unbznnced A the grarbin snmdus ;uan!.w.*',ic-‘yi:as

been strergthened. Ei-;:h'a;t.es'wé‘ré'ﬁ‘nbr tnRaitrz angd: U

a. rsture of

v e fixad ge i \r;,,r-"-v : Thie roechs
wang aurhings, aouplw Ak palrame conditivns i which
lad, mians operaticral issues [surn gs thesewe
e u'Jl e part ul a c.rinr.' fartn, by,
& wrih ncding our’ c.t"n‘c
Rére Hawy lerm iz wof

percart of the tune Zenaate) powes Ec“l ouch
1'1“ ou!:nu'l The ¢onatrain: on our sectricas

eRIsting (Bmporary (ornection

ru.icn a situglion that vill be -

Sz sn by me-rba )

e nflbe :ull p-—uwaw"z "'I'y;""}.l‘l

¢ '.:"* '(m'fr'ss:.‘".m r.w rewsubaEtion which comtets |

i

i w© 1::“..-11 et 1 ut it + v aidaki ty ol $ pernent 1 ‘
A dur Althuug ly Lch‘m ihe waranted frvel

'[ ‘rrr- 205, WE TAN5 e
; v d

o ln.:.:u‘.‘H_

|
ont

g careful rwaaua-_re-:-n cithg peﬁ::-fmarrce of the

nt Yeniure Managernent Comamitic

rac "l 9-1 ean durther erders. each of 1 urbings We expedt
: 2 fra; of thege 28 rachines oh sitg early in 2002,

on ; oqj th

o mnﬁ.li"\‘; work has bega cernpisted

" altthe mnjor accesa :aariﬁ waithins the farm over thé 2007/305¢ .

e i 155485 arising <3 ledp with @ marufar:unnq .

ihGh Ly

Dfiicer, Barey Farwart, who Wil b-]mmnn ue e Saps Efm,rr o

| ~"""-I*—Tv o iR ..ﬂp,v-rnb-_r ‘Gﬁo u.ptnrb:rr-a

‘:3 lb ;: TR cial\r i Wing .';'.\"}e: biaue 1';.;&-].11 1, whic

iGn work on & néw foundztion casign 1' J‘n
;-i-u» The |r'.m\r1||\,t’ l}t,‘dl}ﬂ ¥ erpucles 1o resuil i, A §
roon meuction l 2 ceree @ needad for f_’ﬂ,h lmmd;.smn -

A ¥ P{ EDS 'Odu"mi" E t

gf fnpendsnl In shc-r! I‘w' naw lour.nal nmq u'i‘l ?e
1 s rmariar and e rw ! Hf-dh.{.- thar (he |0f.lﬂJ:Ill
cestyoused for Stage |, We erp tu hava CUFT‘IMLPd l* =

seleclion procens ard forg,.mM e ﬂ:ursr.dh Gan ‘.:r
belare the epd of "[‘rUr D

.ple'tng the d
er te C"rh‘JlEic

o1 l'ne rpm'-'iﬂmg X n.ess rcaas &nd it ir

50 bE lidming 3 renource Corsent -
zilo *c R f6 Hau wird farm

agmmer ¢ parien, We with
J.inmamo i'r 3 =rr»a|l et

i oir Pmapr-rm-. wa n‘lem
!o be ar‘=n lrataun ci'ur'“s mad.a :r} u

necesssl ,l Create I stcil :mrnbers Wi hthe a,,po'n MEn
tla Consenls Man.—.gn.‘anr.- a roofe racently a Cheet gt

f(_v Garvee Fven cxpefienees l"hr I qul ciat ﬂlf "

: 'noflce :.;ar*
i C“[t_:"i """..hr‘cirny

oHM| ﬂ:rlu.r lhc -.hader.qe
fortd the aliteess of
trroughout New Zeslans. D

LR ERT I'm larn‘. siie in’ I')l

shersly and mis
ie hutgn u[-,..lr\q in interase i el
ib& courlry since we corsenled |
3 INTErEE NG 13 S8 h‘ Wi gl tl«fc=
r.p:'u- H !:ﬂu in 1ne Respoite & uuq




e i Wind Energy Industry Overview

For the Year Ended 30 June 2007

The business case for wind farming in New Zealand - and throughout the world  continues to strengthen. The global
market for wind energy is expanding faster than that for any other source of renewable energy’. The amount cf wind
energy generalion installed globally has increased twelve-fcld since 1996, from just 6,100 megawatts (MWl 1o more
than 74,000 MW at the end cf 2006%. Alengside the rapid growth in capacity, the distribution of wind energy generation
has spread from its tradilional base in Germany, Spain, Denmark and Califcrnia, o Asia, the rest ¢l North America and
Europe, Australia and New Zealand.

As climate change and securily of energy supply issues sharpen the focus of the global political agenda, wind energy is
becoming a mainstrear energy source in many countries arcund the world. The propertion of electricity generated trom
wind is challenging more conventional [uels in several countries. In Denmark, wind energy contributes 20 percent of its
electricity supply. In Spain, the world's second largest wind energy generalor, wind energy contributes 8 percent of the
electricity supply and is expected to reach 15 percent by 2012, s it not time for the windiest country in the world to step up
and achieve at least comparable tevels? NZ Windfarms believes so.

In New Zealand, as in the rest of (he world, demand for energy - and in particular for electricity - continues to rise.

The Ministry for Econorric Development [MED) expects New Zealand's electricily supply to grow significantly over the
period lo 2030 - by 40 perzenl, according to its base case [srecasts, or by even more if fuel-switching cccurs. Examples of
fuel-swilching are hame healing switching rom solid fuel to electricity, or increasing use ol etectric rail and hybrid or fully
eleciric transportation.

The MED forecasts show wind energy accounting for an increasing proportion of the total eleclricity supply,
from 1.5 percent in 2305 to 11.7 percent by 2030.
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_' Globzl Wind Erergy Durlook, 2006, GWEC, Seplember 2006
£ world Wing Energy Associaticn, Press Release 29 January 2007
3 Globa! Wind Erergy Outlook 2006, GWEC, September 2004
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Outlook for New Generation Capacity

The MED predicts additional generalion capacity of around
3,200MW will be needed by 2030 te meet the predicted
increase in demand, In addition, NZ Windfarms believes
some of New Zealand’s exisling thermal plant is nearing
retirement and will also have ta be replaced or significantly
upgraded.

Wind is forecasl ta be the largest source of growih

in electricity supply over the period 1o 2030, in both
percentage and absotule terms. Gas and geothermal
generation are expecled lo be the other main cuntributors,
but both of these have a carbon cost which will need to

be factered into their econorrics, The MED Base Case
shows wind energy accounting for 47 percent of the new
generation capacily required by 2330,

As in other countries, the New Zealand government’s
energy policy focuses on climate change, transport,
resource management and research and development.

in November 2005 \he Government announced it would
‘explore a wide range of pctential energy scenarios in order
to develep a national energy siralegy.’

The guiding principles of the government’s policies on
energy are:

» protect security of supply

¢ raspond Lo climale change and tackle carbon emissiens
from eneryy production by promoling low errission
energy sources

« encourage as much energy production from renewable
sources as possible

= promole investment in energy efficiency measures such
as home insulation.

Wind generalion is based on a fuel source which is free
and lasts forever. It produces no direct greenhouse gas
emissions or other chemical pollution. New Zealand's wind
resource is arguably the best in the world and, altheughi it
will never totally replace other forms of generation, wind
wilt becorne a significant part of New Zealand's fulure
generalion.

The focus for NZ Windfarms is as a long-term owner,
cperator and developer of renewable generaticn

asseis, The Company is realising ils vision of "delivering
solutions to climate change.” By building a porlfolio of
geographically diverse renewable generation assats we can
grow a profitable business while impreving the quality of
the environment in which we live,

NZ Windfarms’ core business activities are the
identification, developrrent, operation and ownership of
wind forms throughout New Zeatand and in other markets
where wind power is economic,

The Company is cemritled o building wind farms thal,
where possible, make use of existing infrastructure within
the locat lines and roading networks. These developments
provide economic benefits to local comrrunities, and
improve the efficiency of eleclricity generation and
distribution by providing appropriste levels of generation
close to where it is needed,
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Corporate Governance

Compliance with NZX Best Practice Code
and Other Guidellnes

NZX Listing rules require lisled Companies l¢ disclose

in their annual report whether and to what extent their
corporale governance principles materially differ from the
N2ZX Corporate Governance Besl Practice Code.

Role of the Board of Directors

The Board of Directors is elected by the shareholders
and is responsible for the corporate governance of the
Cornpany. The Board is the finat body responsible for
decisicn making within the Company and maintaining
corporate governance and ethical business praclices.

Corporate Governance encompasses the requirement

for the Beard to discharge such respensibilities, {o be
acceuntable to the shareholders and other stakeholders for
the performance of the Company, and to ensure that the
Company is complianl with laws and standards.

The Board establishes the objectives of the Corrpany and
is engaged in ongoing strategic planning in order lo meet
these objectives. It provides an ovarsighl of compliance and
risk, it measures and moniters management performance
and it sets in place the policy framework within which the
Company cperates.

The Beard moenitors financial results comparing them
to the budget and annual plan at the regular monthly
meelings.

The Board has delegated components of its powers

to subcommittees of the Board, and the day o day
management af the Company to the Chief Executive
Officer. The ambit of these delegaticns is documented in
the Company’s delegations policy, sub-commitlee Terms
of Reference and by relevant minuted resolutions of the
Board. The Chief Executive Officer delegates certain
authorities to staff thal report to him.

Board Compositich and Membership

As at the 30th fune 2007 the Board comprised live
Direclors: an Independent Non-Executive Chairman,

and {our Non-Executive Directors, of which two are
Independent Direclors. The Beard has a broad base

cf knowledge and experience in energy, engineering,
financial management, politics, legal compliance and ether
experlise lo meet the Company objectives. The Company,
as part of the Public Offer in June 2007 and the acquisilicn
by Veclor Limited of a cornersione shareholding in the
Company, cffered Veclor Limiled Lhe abilily to nominate up
Lo two Directors to the Board. These Board seals currently
rerr:ain vacant until such time as Vector Limited is granted
a waiver from the Commerce Comrrissicn. Notification of
this application for waiver is detailed an the NZX websile.

The details and background of the Directors are detailed
above. All current Directers are ordinarily resident in New
Zealand. The Chairman is elected by the Board of Directors
and it is his role {0 manage the Board in the most effective
manner and to provide a conduit between the Board and
the Chief Executive Officer. He has no significant external
cormmitments that conflict wilh Lhis role. The Board holds
a Register of Interest and conflicts of interest ere recorded
if necessary in the minutes. Procedures for the cperation
of the Board, including the appointment and removal of
Directors, are governad by the Company's Constitution.

Operation of the Board

The Board meets monlhly on a lormat scheduled basis,

In addition to these monthly rmeetings, the Beard meels on
other occasions 1o debate strategic and financial issues.
Each month, the Chiet Executive Officer prepares a report
to the Board including a surmmary of the Company’s
activities, together with financial reports and wind farm
updates. In additicn, the Board receives regular briefings
on key strategic issuves from management, both as part of
the regular scheduled Board meetings, and in separate
strategic planning sessions.

Cirectors receive induction training primarily invelving oral
presentations (rom the Chiel Execulive Oificer and also

all Directors have a Director’s lFolder containing all Board
policies and procedures, the Canstitution, Board timetable
and commitiee Terms ol Reference.

Chief Executive Officer

The Board is responsible for the evaluation of the Chigf
Execulive Officer against his key performance objectives
and is responsible for the setling ¢f these objeclives on
a periodic basis and ensuring that they are appropriate
measurable largets.

The Chief Executive Officer provides a linancial and risk
reporl to the Audit and Risk Ccmmittea, which currently
meels monthly.




Directors’ Sharehoidings as at the 30th June 2007

Directors’ disclosure of their sharcholdings pursuant to
Section 148 of the Companies Act 1993 and the NZX listing
rule are shown as at 30 June, 2037 in the list below.

Name of related party Relationshlp Total share . Shares  Conslderatipn Total share

holdingas  purchased* patd hotding as

at June 2006 at Jung . 7

Derek and Janice Walker D Walker: Director 5.000 15000 -+~ $14,500 © 20,000

Derek Walker and Christopher Patrick Boyle '

[Non beneficial) ] N D Wolker: Trustee - 0 10,000 $11,000 10,000

Barrie Leay, . Director 10,000 ° 20,000 - $22,000 30,000

Vick! Buck Director 8,000 28,000 $30,820 3_6.000
Keith McConrell and John McConnell | '

Keith McConnell: Director 10.000 ~ 15,000 $146,500 .25.000

Keith-McConrell Director 2.500 6,600 $7,240 2100

* Shares were purchased at either September 20046 when oplions were exercised or at the Suhsequent 'Public Offer dated & June 2007,

Independence of Directors

To be “Independent” a Director must, in the opinion of
the Bzard, be removed from any relaticnship or business
that could malerially interfere or be reascnably perceived
to materially interfere with the exercise cf his or her
independent judgment.

{L has been determined by the Board all of the Direclors are
independent except for Barrie Leay and Keith McConnell
who are bolh Direclors of Windllow Technology Limited,
bemng the supptier cf lurbines to the Te Rere Hau wind farm
and 3 3.8% shareholder in the Campany. Keith McCaonnell
has carried out strategic consullancy assignments on
behall of the Company on a fee paying basis.

Alt Direclors are required to immediately advise if any new
relationships would interfere with such independence

and so enable the Board to consider and determine the
rrateriality of the relationship. These refationships are
noted in the Interests Register which is updsted al each
monthly board meeling.

Rotation of Directors

In accordance with the Eompany’s constitution and NZX
rules, at each Annual Meeting of the Company one third
lor the nearest number to one third) of the Direclors must
retire from office. A retiring Director is eligible for re-
election. At the 2007 Annual Meeling, Juliet McKee and
Barrie Leay retire and offer themselves for re- election,

Audit and Risk Committee

The Audit and Risk Committee at the end of the financial
year comprised .Juliet McKee, Derek Walker and Keith
McConnell. Independent Director Jutiet McKee chairs the
cammittee.

“he Audit and Risk Commuttee 15 responsible for
moniloring the ongoing effecliveness of risk management
activities. The Committee manitors trends in the
Cempary'’s risk prolile and considers how the business
manages or mitigales key risk exposures. It implements
risk management through its business processes of
planning, budgeting, investment and project analysis, and
operations management.

The Commiltee also monitors and overseas the quality of
financial reporting and financial management, In order

ta achieve this the Compmttee considers accounting and
auditissues and makes recommendations to the Board of
Directors as required and monitors the role, responsibility
and perforrance of the external auditor. Tke function of
the Audit and Risk Commitiee is to assist the Board in
carrying cut its responsibilities under the Companies Act
1993 ard the Financial Reporting Act 1993, on matters
refating to the Company’s accounting practices, policies
and controls relevant to ihe financial pasition. and o liaise
with exlernal auditors on behalf of the Board of Directors.

The Chief Executive Officer attends each monthly
Cormmitlee rmeeting by invilation as do the chartered
accountant advisors and external auditor when required.

11
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Remuneration Committee

The Rermuneration Committee at the end of the financial
year comprised Vicki Buck as chair, and Cerek Walker
and Barrie Leay. The Remuneralion Commitiee’s prirary
purposes are to review directors’ fees, the Chief Executive
Officer's remuneration package and performance, and the
pelicy for remmuneration for senior management. These
reviews form the basis of recommendations Lo the Board.
Details of Directors rerrunerations are set out under the
section heading “Directors’ Remuneralion”.

The Remuneration Corrmittee has sought external advice
on the level of Direclor remuneratign and benchmarking
in relation to other cormpanies of comparabte size

with directors undertaking the levels of responsibility
undertaken by NZ Windfarms' Directcrs. The Board

has undertaken this third party review to ensure lair
remuneration and retention of current Directors.

Nominations Committee

The Nominations Commitlee at the end of the financial
year comprised Barrie Leay as chair, and Derek Walker
and Vicki Buck. The Nominalions Cornrmiltee’s primary
purpose is lo ensure the Company has forral and
transparent processes for the nomination and appointrnent
of Directors 1o the Board and identilying skill gaps on the
board to ensure diversity and experience on the Board.

Procurement Commilttee

The Procurement Committee at the end of the financial
year comprised Vicki Buck, Juliet McKee and Derek Walker
as chair. The Procurement Committee’s primary purpose is
1o ensure fulure wind larm developments have considered
all appropriale allernative turbine technologies for use cn
selected sites.

Share Option Scheme

At the May 28th 2007 Special General Meeting,
shareholders agreed to a resolution lo pass the NZ
Windfarms' Share Opticn Scheme for the Cirectors and
Chiel Executive. The NZ Windfarms Share Option Scheme
is intended to create an incentive for, and enable the
Company to retain, these key persons by conferring on
thern the right to participate in the equity of the Company.

The NZ Windfarms' Share Dption Scheme provides for the
issue of options in the Company, which when exercised
will entitle the holder of the options issued one share in
the Company per option. The maxirnum number of options
available can not be more Lhan two percent of Lhe issued
shares of the Company from time 1o time. The issue of
the options was canditicnat on the successful completion
of the June 2007 Public OFfer. A copy of the registered
prospectus in relation o the Share Option Scheme can be
viewed on the Companies Office website. As at the date of
this Annual Report the oplions had not been issued.

The approved terms of the injtial scheme was for the issue
of opticns ta atl the current Direclors namred below:

Derek Walker -- Chairman of the Board 100,000
Vicki Buck - Cireclor 100,000
Juliet McKee - Director 100,000
Barrie Leay - Director 100,000
Keith McConnell - Director 100,000

The Company has agreed to issue 250,000 cptions fo the
Chief Executive Officer Chris Freear. The scheme also
atlows options to be issued to other employees in the
fulure. No shareholder approval is required for these
ISSUES,

The price payable by the optien holder on exercise of

the opticns is $1.10 per share, being the |ssue Price of
the Shares in the recent June 2007 offer to the public.
The options ¢an be exercised in the years from 1 July
2010 to 30 June 201Z. An ermployee will lose his or her
rights to exercise options if the employee’s employment
is lerminated. A Director will lose his or her rights if the
Direclor ceases to be a directar because he or she is
disqualitied from holding the office of direclor pursuant
to the Companies Act. However, if an employee or
Director ceases 1o be entitled tc exarcise optlions in the
circumstances referred to above, the Board may exercise
discretion to permit the options to continue. The options
may only be exercised il lhe Company’'s share price at the
time of exarcise meets specified growth targels, and any
other pre-condilions to the exercise of the options being
satisfied. The growth targels include Lhat the Company's
share price increases by ten percent per annurr fon a
compounding benchmark basis), but adjusted for part
years and dividends declared but unpaid. The cptions will
also be able 1o be exercised at any lime if there is a change
of control of NZ Windfarms. A change cf control will cccur
il a person, or group of assaciated persons, acquires

50 percent or more of the shares carrying votes in NZ
Windfarms.

Code of Ethics

The Company expects all its employees and Directors to
maintain the highest ethical standards.

The Directors support the principles set out in the "Codes
of Proper Practice fcr Directors™ issued by the Institute of
Directors in New Zealand. Whilst recognising that the Cede
expresses principles and does nel purport lo determine the
detailed course of conduct by Directors en any particutar
malier, the Directors are committed to the highest
slandards of behaviour and accountability.

Conflicts of Interest

If Conflicts of Interest do exist, in any transaction, then
a Director must declare their canflict or interest and not
exarcisa their right to vote in respect of such ratters,
The Company maintains a Register of Interests which is
updated at each monthly board meeting.
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Audit Governance and Independence

The Board approved the reappointrment of Goldsmith

Fox PKF as Auditors for the year ended 30th June 2007.
Shareholders resulved that the Board set the remuneralion
of the Audilors at the Annual General Meeting 15
Seplerrber 2006,

The werk of the External Auditors is limited te audit

and related work only and the Company is committed

to suditor independence. The Bcard through the Audit

and Risk Commiltee annually reviews the indepandence
and objectivity of the External Auditors. No employees,
Partners or Directors of the Auditor’s tirm hold shares in
the Company. In addition the lead audit partner musi rotate
after a maximum of seven years, and the External Auditor
must confirm annually its commitment to strict procedures
1o ensure independence,

Representalives of the Cempany's External Auditors,
Geldsmith Fox PKF are inviled 10 the Annual General
Meeling.

Reporting and Disclosure

Annual and Interim Six Monthly Reports in accerdance
with the requirements of the Companies Act 1993, the
Financial Repcrting Act 1993 and the NZX Listing Rules are
cemmunicated on a periodic basis 1o all sharehclders, The
Annual Report is audited.

Awebsile is maintained and contains regular updales lo
shareholders via quarierly newsletters. The Annual Report
and quarierly news letters are available on line our website
www.nzwindfarms.co.nz.

Sharcholder Relations

The Board's policy is lo ensure sharehclders are informed
of all major and strategic developrments affecting the
Company's state of affairs. All major disclosures are

posted to the Company’s website on a timely basis. Regular
media releases are made and the Company releases all
malerial information to NZX under centinuous disclosure
requirements,

13
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STATUTORY INFORMATION AS AT 30 JUNE 2007

Interests Register in Transactions

In accordance with the Companies Act 1993 the Company maintains an Interest Register in which the particulars of certain
transactions and rratlers involving Cireclors are recorded. The following table summarises the Directors’ interests in
entilies with which the Company has, or may in lulure have, lransaclions:

Director _ Nah{r\eoﬂmerest ‘
BarrieLeay Windllow Technology Limited Director { Shareholder
. Windflow Technology Limited Directof / Shateholder
Keith McConnell Wind Blades U”"".‘?.‘i. i T
Vicki Buck Windfisw Technelogy Limited Shareholder
Directors’ Remuneration

The current annual Director's fee paid lo all Directors within the Company is $99,900 per annum. Each Director receives
$18,000 and the Chairman receives $27,000. During the year iwo Cireclors received additional one-cff Director fees to
reflect extra efforts associated with the June 2007 capital raising. These are detailed in lhe table below

Consultancy fees tclalling $5,312 were paid lo, Keith McConnell and $5,000 1o Cerek Walker.

The following table summarises the remuneration for the year to 30 June 2007 of the Directers of NZ Windfarms Limited:

Narme Qirectors Fees

; expensed
Barrie Leay NZWL $18,000
Keith-McConnall NZWL $18.000
Vicki Buck NZWL $8,000
Juliet McKee NZWL $18,000
Derek Walker NZWL . $27,000

No other bene‘its were received by the Direclars of the
Company. Reimbursements of appropriate costs [mainly
airfares and laxis 1o meelings) were made.

Directors’ Indemnity and Insuran<e

The Company has Directors’ & Officers’ Liabitity Insurance
covered to the sum of $3,000,000 in Lthe aggregale. The
Company also obtained Directors and OMicers’ Insurance
in relazion tc the June 20C7 prospecius to the sum of
$20,000,00C lasting for three years from 9 May 2007.

Subsidiaries and Directors Thereof

The following persons teld the office of Director of the
Respective subsidiaries during the year. No Directar of any
subsidiary received beneficially any Director’s fees or other
benelits as a Director of the subsidiary Company.

NZWL - TRH Limited Vicki Buck, Barrie Leay, Kei:h
McCopnell, Juliel McKee and Derek Walker

NZWL - TRH Limited holds NZ Windfarms 50% share
of the TeRere Hau Joint Venture. The subsidiary 1s 100%
owned by NZ Windfarms Limited.

Continuous Disclosure Obligations

Continuous disctosure obligalions of NZX require all lisied
companies to advise the market aboul any material events
and developments a< soon as the Company becoemes
aware of them. The Company corrplies with these
ohligations or an ongoing basis.

Directors fees capitalised - '
to capital raising Consulling Fees
$12.848 $5312
$13.507 ,. $5.900 -
Insider Trading Policy

The Caompany is currently establishing an Insider Trading
Policy that applies to all Directers and employees,

Under the dralt policy Directors and employees may not
trade Company shares when they have price sensitive
information that is not publicly available.

Treasury Policy

N2 Windlarms Lid has a Treasury Policy to manage inlerest
rate and foreign exchange risks. The policy approves the
use of certain instruments for risk management purposes,
and it prohibits any activily thal is purely speculative

in nature. It alsp sets out expgsure limils, delegated
authorities and internal controls.

Employee Remuneration

Details of the salary ranges for employees or former
employees of the halding company and subsidiaries
receiving remuneration and benefits in excess of $130,000
for the year ended 30 June 2007 are as follows:

Remuneralion range Number of employees
$140,030 - 150,000 1

Donatlons
The Corrpany made na denations during the year.
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SHAREHOLDER INFORMATION

The ordinary shares of NZ Windfarms Limited are Psted on the New Zealand Stock Exchange's Market (NZX]. The

information in the disclosures below has been taken from the Company’s register at 3Cth June Z007.

Twenty Largest Ordinary Shareholders

Shareholder Address Shares %
New Zealand Central Securities Depository Limited Wellington 20,449,642 26,93
Vector Limited Aucklang 15,764,300 19.99
Custodial Services Limited Tauranga 4,921,820 8
Windftow Technology Limited Christehurch 3,000,000 382
Custodial Services Limited Tauranga 2.768,550 289 .
Custodial Services Limited Tauranga 1,103,091 1.40
Custodial Services Lirnited Tauranga 827,600 1.05
Anthcny Anselmi, Deidre Anselrei and Ross Alterman Te Kuit 700,000 .89
-FNZ Custodians Limited Wellington 449,220 9,57
Legic Fund No 1 Limited Wanaka 303,600 3.38
Investment Custodial Services Limited Auckland 290,763 0.37
Leveraged Equities Finance Limited Wellington 233,400 0.30
Custodial Services Limrited Tauranga 211,000 0.27
Tepler Nominees Limited Haslings 200.600 0.25
Carcting Clair Slockdate Nelson 172,200 0.22
Angus Rebert Napier, Emma Napier Wellington 164,200 0.21
Craig Heatley, David Tetrp, Hayley Pyle Auckland 162,900 .01
David Walter ltes_ - Wellington 150:000 o9
Hendry Nominees Lirrited, Tauranga 144,300 0.18
Fitzallan Holdings Limited Christchurch 141,220 .018
TOTALS . $3,593,476 58.21%
Distribution of Sharehotders
Heldings Ranges Nurnber of Helders - Shdres %
1-999 59 19.498 R A
1,000 - 4589 715 2,893,021 ey
5,000 - 9.999. §72 3.998i050 . S
10,000 :49.999 824 13923028 " . 17.72 .
50.000495.999. 52 . 3452906 . .
100.000:- 47%:999 A< SRR % 1 Xt A I
500,000 - 999,999 . EB27.600
1,060,000 and ever R 49,447,083 7
TOTALS ¥ Y IR Y TR
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Shareholder Proportional Ownership

B1to 999

W 1,000 to 4,999

W 5,000 10 9,999

W 10,990 to 49,999
W 50,000 tc 99,999
B 120,000 to 499,999
W 530,000 to 999,999
W 1,000,700 and over

Substantial Security Holders

Number of Shareholders by Category

#1099

1,000 0 4,999

5,000 to 9.999 %
10,0001 69,999 g 1%
W 50,000 to 59.999 = 1%
130,000 to 499,999 %
530,000 to 999,999 %

"M 1,000,000 and over

The following information is given in accordance with Seztion 26 of the Securities Markets Act 1988. Accerding to notices
received, ihe following persons were substantial security holders in the Company at 30th June 2007,

Shareholder

Vector Limited .- .

AMP Capitsl investors; (New Zealand] Limited
Tyndalt Investiment Managernent NZ Limited
Windflow Technotogy Limited '

The total number of issued voting securities as at 30th
June 2007 was 78,559,197

Current NZX Waivers
Waiver from tisting rule B82.1.2

On 11 August 2006 NZX Regulation {INZXR) granted the
Company a tlimited waiver frem Rule 82.1.2 to allow the
Company te open and announce the Nomination Pericd
less than three months before the date cf the annual
meeting. This waiver was granted on the condition that if
the Company received any Directer norrinations during
the Nominaticn Period they were to be included in the
Notice of Meeling for the Annual General Meeling of NZ
Windfarms Limited.

Y/

Derek Walker
Chairman

Number of shares directly held . %
15,704,000 19.99
7.671.637 9.77 .
3;980,000 5.37
. 3,300,030 . 382
Events Subsequent to Balance Date

The Directors are not aware of any other matter or
tircumstance at the end of the financial year, not otherwise
dealt with in this report cr in the financial statements,
which may significantly affect the operations of NZ
Windfarms, the resulls of these operations, or the state of
affairs of the Company.

Diractors’ Statement

The Annusal Report is dated 23 August 2007 and is signed
on behall of the Board by:

-

o

=
Juliet McKee
Directar / Chair of Audit and Risk Committee



NZ Windfarms Ltd Balance Sheet
POWEREID BY KATLURL asat 30 Jene 2007
GROUP COMPANY
2007 2004 2007 2004
Notes NZ$ NZ$ NZ$ NZ$

Assets

Non-current

“roperty, planl and equipment
Turbine progress payments
Intangible assets

Capital work in progress
Advance - NZWL TRH Limited
Investments

investments in subsidiories
Deferred tax

4 2,614,297 2,614,297
338,000 336,000

3§ 798,159 798,159
2,021

Current

3552471

3,652,477

Cash and cash equivalents 1,963,557 1,963,557

‘ncome tax refund 4 9,414

Assets held for resale L -

Trade and ather recejvables i e 179,489
e e e 5. 2,182,480

Total assets R BN iy 5,734,937

.q

Equity lifk

Equity attributable to shareholders : };

Share capital 7 4,512,471 BERE 4,512,471

Retained [deficitl earnings 7 (514,593) & i (516,593)

Total equity 2 3,995,878

Liabilities

Non-current

Deferred tax

Current

Trade and other payables

Retentions

Advance from Windilow Tecknology Limited

200,504 900,504

% e 838,555 838,555

1,739,05¢

Total liabilities

1,73%,05% 1.739,05%

Total equity and Habitities

5,734,937

Net tangible assets per security

Signed for angd on behall of the Board as a1 23 Avgust 2007

N/

Director

0.46

o

-
-
-
-~

L

o
Director

The notes on pages 21 - 37 form parl of and are to be read in conjunclicn with the financiat stalerrents,
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NZ Windfarms Ltd Incaime Siatertent
POWERED BY hAllL Al tor tave year ended 30 June 207
GROUP COMPANY
2007 2006 2007 2004

Notes NZ$ NZ$ NZ$ NZ$
income
Electricily sales - .
Other income 11,802 11,802
Total incoms 11,802 11,802
Audit fees 10.7C0 10,700
Jirectors' fees 9%.0C0 99,000
Employment expenses 112,579 117,579
wease and rental expenses 12,483 12,483
_oss an sale of property for resale :
Loss on recognition of property for resale at ‘air value : -
Other operating expenses 234,094 234,294
Dparating expenses
[excluding depreciat'on and intangible amortisation) 473,856 473,856
Earnings before interest, tax, depreciation,
intangible amortisation and gain on transfer 1462 054) |462,054)
Amorlisalion of inlangible assels (11,568 [*1,568)
Depreciation 15731 1573)
Bain or tronsier o! assets to JV - -
Earnings before interest and tax 1474,1951 i 1474,195)
Interest income 116,753 3 116,753
Inlerest expense 142,578) j# {42,578)
Result for year 400,020) 5 400,029
Tax expense, net 10 : (z021) 1l i2.,021)
Net resuit for the year 397,999) 397,999
Eatnings per share
Basic 11 10.20) {0.20
Dituted n [0.7) {0.07|

The nales cn pages 21 - 37 ferm part of and are o be read in conjunction with the financial stalements.
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Statement «f Changec in Equby
for the year enced 30 June 2007

v

GROUP COMPANY
2007 2006 2007 2006
Notes NZ$ NZ$ NZ$ NZ$

1 H A A T et

Equity at beginning of year
Net result for the year

Total recognised income and expense for the year

issue of crdinary snares
Dividends

Equity at end of year

Represented by:
Snare capital
Relaired earnings

Total equity

127,892 727,892

[397,999) o) i (397.999]

329,893 Jj[40 %m’ﬁﬁﬁ 329,893

3,665,985 3,665,985

[Tlgs g 5775678 3,995.878
Sl us12471 N 4,512,471
il (516,593) {516,593]
lm.s%i:.fh A 3995878 ) | 3,995,878

The noles en pages 21 - 37 form part of and are 1o be read in conjunction with the financial statements.
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Siatement of Cashflows
for the yesr ended 30 June 2007

NZ Windfarms Ltd
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GROUP COMPANY
2007 2006 2007 2006
Notes NZ$ NZ% NZ$ NZ$
Opersting activities ‘
Cash was recelved from:
Trading reverue - -
Sundry income 1,367 1,307
Interest received 105,776 105,776
107,083 107,083
Cash was applied to:
Interest paid 154 154
RWT paid 39,413 37,413
Payments to supptiers and employees 393,781 393,781
433,348 i 433,348
Net cash [outflow) from operating activities 1326.265) [326,2551
tnvesting activities
Cash was provided from:
Sale of fixed assets -
Sale of assets held for resale -
Sale of iniangible assets -
Cash was applied to:
Purchase of intangible assets 599,504 599,504
Purchase of lixed assets 2,023,856 2,023.85%
Purchase of assels held lor resale - -
2,623,350 2,623,360

Net cash [outfiow] inflow from investing activities
Financing activities

Cash was provided from:

Issue of ordinary shares

Halt share of capital contributions 1o JV

1 12,623,340) 29

4,932,795

ik {2,623,360)

4,932,795

401,500

Advances from Windfiow lechnology Limited 401,5C0

5,334,295 5,334,295
Cash was applied to:
issue costs of equity 425,906 425.906
Advance lo subsidiary - -
Purchase of investments -
Advance to Windflow Technolagy Limited - -

425,906 425,906

Net cash inflow from financing activitles 4,900,389 ;4,908,389
Net increase in cash and cash equivalenis 1,958,764 1,958,764
Cash and cash equivalents, beginning of year 4,793 4,793
Cash and cash equivalents, end of year 1,963,557
Cash and cash equivalents
Term deposit 1,438,792 1,438,792
Bank account 524,765 524,765
Ending cash and cash equivalents carried forward 1,963,957

The notes on pages 2! - 37 form parl of and are to be read in conjunction with the linancial statements.
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Noies to the Financial Statements
for the year ended 30 June 2007

1. Corporate information

NZ Windfarms Limited [the "Company”] is a Company
regisiered under Lhe Companies Act 1993 of New Zealand
and listed an the New Zealand Stock Exchange ["NZSX"].
The Corrpany’'s registered office is Granl Thornton
[Christchurch} Lirited, Level ¥, 47 Calhedral Square,
Christchurch. The Cormpany details are available from the
Companies Office website.

Financial statements for the Company [separate financial
staterrents) and consolidated financial statements are
presented. The consolidated financial slaterrents of

NZ Windfarms Limited as at and for the year ended 30
June 2007 comprise the Company and a 130 percent
owned subsidiary NZWL - TRH Limited which holds the
Company’s 50 percent inlerest in the Te Rere Hau Wind
Farm Joint Venture. (Te Rere Hau Joinl Venture)

NZ Windfarms Limited is a profit orienied company in the
business of development and cperation of wind power
generation assels for the purpose of generating and selling
electricity.

The Company operates solely within New Zealand.

2 Statement of accounting policies

Reporting entity

The Cornpany is an issuer for the purposes of Lthe Financial
Reporting Act 1993 and the financiat stalemenls have

been prepared in accordance with generally accepted
accounting praclice in New Zealand (NZ GAAP]. The
financial slaternents of the Company have been prepared
in accordance with the Securities Act 1978, Securities
Regulation 1983, the Financial Reporting Act 1993 and
prepared in accordance with New Zealand International
Financial Reporting Standards [NZ IFRS) as developed and
published by the Internaticnal Accounting Standards Board
and adopted as NZ GAAP.

The Company has voluntarily adopted NZ [FRS frarn 1 July
2005 for reporting actual results.

Measurement base

The accounting principles recagnised as appropriate for
the measurement and reporting of the profit and loss and
lhe balance sheet are on an historical cost basis excapt for
the following:

- Assets held for resale are measured at fair value less
cost of sale,

Spedfic accounting policies

The following specific accounting policies which materijally
affect the measurerrent of profit and loss, balance sheet
position and cash flows have been applied.

a. Turbine progress payments

Turbine progress paymenis are recorded as progress
payments until ownership has transferred te Te Rere Hau
Joint Venture. Ownership of the turbine compenents is
transferred when payrnent is made for each component,
with fult ownership for the turbine parl being translerred
once payment is made. Once the turbines are a complete
unil and operaling they are then depreciated over their
useful lives. As al 30 June 2037 the Company had a 50
percent share of the Te Rere Hau Joint Venture and had
paid its share of a 30% deposil on the purchase of 28
turbines.

b. Property, plant and equipment

Property, plant and equipment are stated at cost and,
cther than tand, are deprecialed in equal instalments over
their eslimated economic lives. Where constructien has
not been cempleted on property, plant and equipmeant
depreciaticn has not been calculated.

The economic lives have been estimated as follows:

- Roading 50 years
- Foundations 50 years
- Electrical 50 years
- Buildings 40 years
- Turbines 20 years
- Olfice equipmenl S years
- Plant and equipmment 5 years

All assets are included at acquisition cost less subsequent
depreciation.

c. Assets held for Resale

An asset is recognised as being hetd for resale if it is
available for sale in its present condition and a sale is
highly probablte within the next 12 month period. Assets
hetd for resale are measured al the lower of the assels
carrying valug and lair value less costs to setl as at batance
date.
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NZ Windfarms Ltd Motes 1 the Financial Staternans
FOWEL D RY WAL AL for theyear ended 30 fune 2007
d. Statemant of cash flows g. Equity

The statement of cash Hows has been prepared using the
direct methed. Cefinitions are:

1. Operating Activitles
All transaclions and other evenls related lo the
operation of the Company and includes inlerast expense
an funds borrowed.

2, Investing Activities
All transacticns relating to the acquisition and disposal
of long term assels and cther investments not included
in cash equivalents.

3. Financing Activities
The change in equily and debt capilal struclure of the
reporting enlity and the cost of servicing the equity
capilal.

4. Cash and cash equivalents
Cash and cash equivafents includes cash on hand,
depusits held on call with banks, investmenis in
term depaosits, bank overdrafts and other highly
tiquid investments that are readity convertible to
known armounts of cash and which are subject to an
insignificant risk cf changes in value.

e. Accounting for income taxes

Incerme tax on the result for the year comprises current
and delerred tax. Income tax is reccgnised in the

incorme statemenl excepl 1o the extent il relates to items
recognised directly in equity, in which case it is recognised
in equily.

Current lax is the expected tax payable on ihe taxable
income for the year, and any adjustment to lax payable in
respect of previous years.

Deferred lax is provided using the balance sheet liabilily
mathod, providing for lemporary differences between the
carrying arnaunts of assels and liabilities for financial
reporting purposes and the amcunts used for taxalion
purposes.

Deferred tax liabilities are provided in full. A deferred tax
asset is recognised only to the extent it is probable future
taxable profits will be available against which the asset

can be ulilised. Deferred tax assets are reduced to the
extent it is no longer probable the related tax benefit will be
realised.

Tax losses available to be carried forward as well as
other inceme tax credits ta the Ccrmpany are assessed for
recognilion as delerred tax assels.

f. Income and expense recognition

Revenue iz recegnised upon the delivery of geods or
services to customers, Operating expenses are recognised
in the income statement upon utilisation of services or

al the date of origin. Interest income and expenses are
reported on an accrual hasis.

Share capital is determined using the issue price of shares
Ihal have been issued. Share capital is recognised as
proceeds are received, net of direct issue costs. Cosls
incurred relating to the capilal raising process are oflsel
agains! gross proceeds received from the capital raising
process. Brokerage costs have been included in direct
issue cosls.

Retained earnings include all currenl and pricr period
results as disclosed in the incorre statement.

h. Financial Uabllities and assets

The Company's financial liabilities include overdrafls,
trade and other payables, These are included in balance
sheet line items "Bank overdraft” and "Trade and cther
payables”.

Trade and other payables are recognised at their neminal
value.

The Company's financial assets include cash and cash
equivalents which are included in the balance sheet. These
tinancial assets ara recognised at their norminal value
which is deemed Lo be equal to fair value.

i, Contingent assets and tiabilities

Probable inflows of economic benefits may resutt from

the realisation of carbon credits. These carbon credits and
other probable inflows of economic benefils thal do nat
meet the recognition criteria of an asset are considered
conlingent assets until earned. These are described along
with Lhe Company’s contingen! liabilities in nele 15. The
Cornpany has an entilerment to 50 percent of these carbon
credits as the emission reduction units arise given they
have been transferred to the Te Rere Hau Joint Venture.

in those cases where the possible outflow cf econornic
resource as a resull of presant obligations is considered
improbable or remote, or the amount to be previded fer
cannct be measured reliably, no liability is recagnised in
the balance sheel,

J- Goods and Services Tax

The Company is registered for GST and the financial
staternents have been prepared on a G5T exclusive basis.
The balances of GS5T refunds or payments due are included
in the batance sheat.

k. Trade and other recelvables
Trade receivables are projected Lo be due wilhin 30 days

and do not bear any effective interest rate. Alt trade
receivables are subject to credit risk exposure.

The fair value of trade and other receivables is deemed to
be a reasonable approximalion to the carrying amount. No
writedown has lherefore been applied.
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L Intangible assets

Intangible assets are recognised if it is probabte that
expecled fulure economic benefits relating Lo the intangible
assets will accrue to the Cempany and the costis able to
be reliably measured. Intangible assels include wind rights
and are assumed o be amortised equally over time. The
rernaining uselul life of the windrighls is 63 years.

m. Development costs

Development costs have been capitalised as part of the
construction cost of the fixed tangible assets on the basis
of the following features:

» costs incurred atlew the development of the wind farm
project

¢ development cosls were necessarily incurred lo
estahlish the wind farm project and farm the foundation
for further developiment of the wind farm; and

« the development casts are recognised an the basis that
capital raising has provided funds for the installation of
wind lurbines ¢n the Te Rere Hau site

n. Impairment

I the eslimated recoverable amounlt of an asset is less
than its carrying amount, the assel is written down to its
estimated recaverable amount and an impairment loss is
recognised in the Income Statement.

o, Basis of consolidation of Joint Venture

The Te Rere Hau Joint Venture, of which the Company has
joint 50 percenl control, was established by contractual
agrearrent and requiring unanimous consent far strategic,
financial and operating decisions, The Company’s interest
in the Te Rere Hau Joint Venture is held by a 190% owned
subsidiary. At a group level the interest in the Jaint Venture
is accounted for using the proportionate methed.

The balance sheet on consolidation includes the assets and
liablities of NZ Windfarms Limited and its 50 percent share
of the Te Rere Hau Joint Venlure on a line by line basis.

The income statement includes the income and expenses
of NZ Windlarms Lirrited and a 50 percent share of the Te
Rere Hau Joint Venture on a line by line basis.

The Te Rere Hau Joint Yenture agreemenl between the
twa parties ascribed a total valua to the inlangible assets
translerred to the Te Rere Hau Joint Venture. This resulted
in an accounting gain to NZ Windfarms Limiled. The
intangible assets recognised in the Te Rere Hau Joint
Venture meet the recognition criteria and impairment

tesl under NZ 1AS 38. This evalualion is undertaken on a
periodic basis. The 59 percent share of the acccunling gain
on transfer of the assets 1o the Joint Venture has been
elirinaled on consolidaticn.

Intra-group balances, and any unreatised income and
expense arising from intra-group transactions, are
eliminaled in preparing the consolidated financial
statements.

p. Retentions

Relention paymenls due are recognised as liabilities in
the balance sheet when the construclicn cf each stage
has been campleted, In the Te Rere Hau Jeint Venture
relentions on construction cosls of the turbines and civil
works for stage one have been recognised as liabilities.
The Cormpany’s 50 percent share of these retentions has
been recognised aon consolidation.

q. Capitat work in progress

The Company incurs costs in evalualicn and construction
of transmission assets. Cosls incurred are expensed in Lhe
incame statement unless it is highly likely that the costs
incurred will result in reccgnition of an asset under NZ 1A%
16. Where the casts meet Ltis criteria and are capilalised,
the assels will ullimately be depreciated over their useful
lives cnce they are completed. The Directors review the
slalus of capilal work in prugress on a regular basis and
in the event that the assets being built are abandoned,

or if Direclors consider the expenditure to be impaired,

a write off or prevision is made in the year in which that
assessment is made.

r.Changes in accaunting policies

There have been no changes in accounting polices. All
polices have been applied on a basis consistent with those
used in previous yesrs.

3. Intangible assets

The cost to purchase the initial wind rights from Windflow
Technology Limited and the project development costs
are recognised an the assumption of the following
requirements:

» the wind rights are separaltely identifiable and
recognisable frem other assels. A specilic agreement
was eptered into for the purchase of the wind right
opiion for consideration.

» development costs are aclual expendilures, and relate
1o Ihe development cf the Te Rere Hau project and have
been capilalised as part of fixed assets within the Joint
Venlure,

» the Company has contrel aver the wind right asset as it
has legal rights to the underlying benefits provided by
the wind right agreement,

+ the wind righls incurred to dale facilitate the
construction and cperation of a wind {arm and will
generate probable economic benefits.

s the wind rights are able to be reliably measured in
relation to the expenditure incurred.

Imangible assets are carried at cost less annual
amartisation as there is no readily avaitable market for the
intangibles concerned.

Allamortisation charges are included in “amertisation of
intangible assets” in the income statement.
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The lotlowing arorisaticn periods and methods for
intangible assels are disclosed below:

Amortisation method Useful Life
Windrights Straigh: line 70 years

Any impairment on development costs relates to the
period to 29 December 2306, when assets were transferred
into the Te Rere Hay Wind Farm Juint Veniure. After 29
December 2006 development costs have been capitalised
as part of the cost of construction of the wind farm.

In assessing the useful life of all intangible assets,
reference was made to the underlying expected economic
life of the wind rights agreement. This is 70 years. It has
been assumed although property, ptan? and equipment
have useful lives less than 70 years, appropriate renewal
and maintenance expenditure will oe incurred lo extend the
economic life of intangible assets to 70 years,

Changes in the net carrying amount of intangible assets
are analysed as follows:

GROUP
2007 2006
NZ% NZ$

Wind rights

Opening carrying emount
Accumulated armortisation
Transler 1o Joint Venture
Consolidation of half share

Clesing carrying amount E : 391,729
Capitalised development costs 5

Opening carrying amount i 209.422
Accumulated amortisation : : {2.992)

Transler to Joint Venture

Consctidation of half share

Qeclassified as property, plant & equipment
Closing carrying amount

Total closing carrying amount

Amortisation expense for the year
Wind rights
Capitalised development costs

COMPANY
2007 2006
NZ$ NZ$

600,305
{8,576

291,729

209,422
12,992)

205,430
798,159
8,574

2,992
11,568
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&, Property, plant and equipment

The carrying beok value amounts of property, plant and
equipment are analysed as follows:

GROUP COMPANY
2007 2005 2007 2006
NZ$ NZ$ NZ$ NZ$

(U T LSS X AT

Office equipment
Qpen'ng carrying amount

s AN nA Tt LTy
Pt
4

5,286

Additisns
5,286
Jepreciation 1367]
Closing carrying amount £91%
Plant and equipment
Opering carrying ameunt -
Additions 12,3%
12,374
Depreciation [206)
Closing carrying amount 12,148
Foundations
Dpening carrying amount -
Additions 149,075
Transfer to Joint Venture -
Consclidgtign of s sha = -
149,075
Depreciation ©
Closing carrying amount 149,075 149,075
Electrical
Opening carrying amount - -
Additiors 274,854 274,854

T-ansfer to Joint Venture
Consgclidatien of half share

Depreciatian

Closing carrying amount

Roading

Opening carrying ameunt
Additions

T-ansfer to Joint Venture
Consglidation of half share

Depreciaticn

Closing cartylng amound

Resourca consant capital work in progress
Opening carrying amount

Addivens

Transler to Joint Veniure

Consolidation of hall share

Capilalised to Wind Turbines

246,983

6,983

[Jepreciation -
Closing carrylng amount 245,983
Wind Turbines
Opening carrying amount - -
Additions 1312795 1.317,795
Transfer to Joint Venlure - -
Consolidatien of half share - -
1.317,79% 1,317,795
Depreciation - -
Clesing carrylng amount 1317795 1,317,795
Total property plant and equipment
Opering carrying amount - -
Additiors 2414870 2414870
Transfer la Joint Venture - -
Consolidatien of half share - -
2,614,870
Depreciation {573}
Closing carrylng amount 2.414,297

Ali depreclaticn charges are included in "depreciateon” in the income statement,
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GROUP COMPANY
2007 2006 2007 20056
NZ$ NZ$ NZ$ NZ$

Office equipment
Gross carrying amount
Accumulated depreciation

Closing carrying amount

Ptant and equipment
Gruss carrying amouny
Accurmulated depreciation

Closing carrying amount

Foundations
Gross carryng amount
Accumulaled depreciation

Closing carrying amount

Blectrical
Gross carrying amount
Accumulated depreciation

274,854

Closing carrying armount

Reoading
Gross carrying amount
Accumulated depreciation

274,854

408,5C3

Closing carrying amount

Resource consent capltal work in progress
Bross carrying amounl
Accumulated depreciation

408,2C3

246,983

Closing carfying amount

Wing Turbines
Gross carrying amount
Accurulateo depreciation

2449

1,317,798 1,317,795

Closing carrying amount

Total property plant and equipment
Gross carrying amount

Accumulated depreciation

1,317,795 1,317,795

2,414,870
(573)_

2414870
157:3)

Closing carrying amount

2,414,297

5. Assets held for resale

As part of the resource consent process for the Te Rere
Hau Joint Venture project, the Cornpany entered inlo some
put aption deeds with owners of land directly adjoining the
wind facrr site. These put aplions allow the land owners

a period of tirme during which they have Lhe oplion of
selling their property to NZ Windfarms Limited. During the
period two land owners exercised their option to sell their
properties to the Company. An impairment less of $75,966
on the measurement of the assets for resale to the lower
of its carrying cost and its fair value less seiling costs lo
sell has been recegnised in the income statement for the
ramaining praperty. This land is surplus to the wind farm
ar Company’s requirements and the process to sell the
remaining property has commenced, It is expacted the sale
wil take place within the next 12 months.

Al balance date ¢ne properly had been sold for a loss
of $213,768 which has been recognised in the income
staternent.
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&, Deferred tax assets and Uabilities

The movernent in deferred tax assels and lisbilities arising
fram temporary differences during the year is as fellows:

GROUP COMPANY
2007 2006 2007 2005
NZ$ NZ$ NZ$

Opening balance
Timing differences tax effect:

Accounting depreciation
Tax cepreciation
Accrued ernployee benefils

Jﬂ P M A L L H

Closing balance

Representec dy:

Accounting fixed assets carrying amount
Taxation fixed assets carrying amount
Accrued employee benefits

Tax effect at 33%

189

(371]

2,203

2,021

[2.414.297] (2 414,297}
2.413.744 2.413.746
6,676  giilag 6,676
-!EIM i 6125
Sl 2,021

Accumnutated tax losses have not been recognised as a
deferred tax assel.

7.Capital and Reserves

Reconcitiation of movernent in ¢capital and reserves

Opening issued equity

Net proceeds of shares issued & fully paid
- issued during the year

- less issue cosls

- ophons exercised. during the year

846,486

4,072,559

4,072 559

Net proceads of shares issued & fully paid

Retained earnings
Opening balance
Net resull for the year [alter tax}

Closing retained earnings

Total equity

(420,324 (423,324
13,750 13,750
4,512,4M £512,4M
(118,524 11°8,594)
[397.999) 1397.999)
1516,593) 1516.593
3,995,878
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Share Capital
Al 30 June 2007, share capital cermprised 78,559,197
ordinary shares [30 June 2006: 6,978,359).

All shareholders whe purchased shares when Lhey were
issued cn 13 December 2005, were issued a iradabte
option. The option enlitled the holder to subscribe for one
share at an exercise price of $1.10 per share. The oplions
were exercisable at any time up to 29 Seplember 2006.
During this period 3,411,519 options were exercised and
converied lo ordinary shares at a price of $1.10 per share,

During the year the Company also issued 48,181,819
shares in a public offer that raised $75 million.

A breakdown of shares issued during 1he year and shares
on issue al 30 June 2307 follows:

COMPANY
2007 2006
~p A e 1
Drdinary shares issued == 846,586
Share split 25-Aug-05 2,153,414
Ordinary shares issued - public $1.00 / share 13-Dec-05 2,898,859
Ordinary shares issued - public $1.10/ share 13-Dec-05 *,067,000
Share options exerc:sed - $1.10 / share 29-Sep-08 12,500
Ordinary shares issued - public - Jun-07

Total ciosing shares

6,978,359

All shares are equally eligible to receive dividends and
the repayment of capital, and represent one vote at
shareholder meetings of NZ Windfarms Limited. All
shares have no par valtue.

Subsequent to balance date the Directors were allocated
100,000 share options each and the Chiel Executive Officer
was allocated 250,000 share options. The terms of these
options can be viewed per the registered prospectus at the
Companies Office.

Dividends

No dividends are proposed by the Directors for the year
ended 30 June 2007. The Directors propose implementing
a dividend policy of distnbuting 50 percent of available
operating free cash flow once the Te Rere Hau wind farm
is generating positive operating ¢ash flow for the Joint
Venture partners,
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GROUP COMPANY

2007 2006 2007 2004

NZ$ NZ$ NZ$ NZ$

Trade payables

Trade payables - Windllcw Technolcgy Lid
Trade payables - Assel Purchases
Accrued expenses

Employee entitlements

358.05%
288,930
209,339

16,151

288,930
209,339
16,151

Totat closing payables

200,504 900,524

8. Trade and other payables

The directors consider the carrying amounts recegnised
in the balance sheet to be a reasonable approximation of
their fair value.

9. Finance income and finance costs

Finance cost includes all interest-related income and
expenses. Where interest cost has been incurred in Lhe
construction af an asset this cost has been capitalised te
the cest of construction of the asset.

10. Income tax expense

Resull for the year belore 1ax

I "1 "ui;!!lHul||.1|.|u|l|=|vm.u-.lll-i

[400,020)

{400,020

Tax loss for year Bl 383.974
(16,048)

Expected tax expense at 33% (5,295}
Adjustment for non deductible expenses

JV establishment costs (50%) -
- impairment of developrrent costs 987
- capital gain on transfer of assets -
- other non deductible expenses 2,287
Prima facie tax at 33% (2,021}
Represented by:
Current
Deferred (2.021)
Income Tax expanse 2,021
Tax loss from previous years ! (1,184) ﬂ 8 {1.184)
Tax loss for year B (383,974) & (383.974)
Part year losses to loss of continuity date " 1) ; 122,546 122,544
Tax loss carried forward EEE : (262,612 262,612

Any tax losses carried forward have been forgone due to a change of shareholding greater than 49% as a result of the

public offer dated & June 2007.
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11. Eamnings per share
Both 1he basic and diluted earnings per share are calculated using the net results attributable to shareholders of the
Company as the numerator.
GROUP COMPANY

2007 2004 2007 2006

NZ$ NZ% NZ$ NZ$
Earnings [Deficit]

Weighled average shares on issue over year

2,022.177

Earnings per share

Diluted earnings per share

Weighled average shafes on issue
Cilylion eflect of cptions

2.020.177
3953359

9.973,536

Diluted earnings per share

${0.97)

12. Cash flow statement

Net Result ! 1397,9991
Non Cash Items

Cepreciation 573 573
Amcrtisation of intangible assets 11,568 11,568
Mgoverment in deferred tax 2,621 (2,921}

Interest capitalised on Windflow Technology Limited Loan
Impairment of assets held for resale

Loss on sale of assets held for resale

Capilal gain on lransier of asset lo J¥

28,424

Changes in working capital
Trade and uiher payables
Trade and uther receivables
Income lax

{359,4551 {359,455

861,472 B61,472
(65.437] 65,437}
(39.413] 139,413}

ltems classifed as invesling or financing
Working capital related to fixed assets
. Working capital related to equity raising

754.622 756,622

(729.014} (729.214)

Net cash flow from operating activities

(326,265)
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13, Gain on transfer to Te Rere Hau Wind Farm Joint
Venture

The Te Rere Hau Joint Venture Agreement was entered into
on the ih Oclober 2006 and the Te Rere Hau Jaint Venlure
became operational on 29 December 2006.

Slage One custs of construction undertaken by NZ
Windfarms Limited were transferred to the Te Rere Hau
Joint Venture on 29 December 2334 {$5,158,194). The
Company also transferred all of its intangible assets
including resource consent costs, wind rights and
entitlement to emission reductien units for an agreed value
of $3.000,000 which was malched by the other Te Rere Hau
Joint Venture party in cash, The Company has, as at 30
June 2007, a 50 percent interest in the Te Rere Hau Joint
Venture,

This initiat contribution has resulted in a gain en transfer
of asset to the Te Rere Hau Joint Venture, NZ Windfarms
interest in the Jeint Yenlure was translerred to a 100%
owned subsidiary NZWL-TRH Limited. This gain is shown
in the income slalement.

$
Initiat contribution to joint venture 3,020,000
Less bock vatue of intangible assets
Resource consenls 25,238
Wind rights 987,441
2,162,321
Remaval of 1/2 share of gain on consolidation (1,081,140}
Gain on transfer of assets to joint venture 1,081,161

The Company on consolidation recognised 50 percent of
the gain on transler o assets lo the Te Rere Hau Joint
Venture,

In future, atl the income, expenditure and capital
expenditure related to the Te Rera Hau Wind Farm will be

incurred by the Te Rere Hau Joint Venture, and NZWL-TRH

Lirrited has an obligation to meet 50 percent of operating
and capital conslruction commitments as well s receive
50 percent of net operating surpluses.

14. Retated party transactions

The Company’s related parties include Lhe Company's
supplier of wind tirbines, Windflow Technotogy Limited,
whe holds 3.8 percent of the shares in the Company as

al 30 June 2007 (30 June 2006: 43.0 percenl), and is

an associated party due to Keith McCannell and Barrie
Leay being Directors of bolh NZ Windfarms Limited and
Windllew Technology Limiled. Windlow Technology Limited
or its subsidiaries did not take up shares in the public offer
daled 6 June 2007.

Coriraclual terms for the supply of wind turbines have
been agreed and priced on an arms lenglh basis between
tne Company and Windflow Technology Limiled and these
tarms have been navated to the Te Rere Hau Joint Venture.
“he Company’s 50% share of the cosl incurred 10 30 June
2007 was $4,842,476 (30 June 2C06: $1,512,000). During
tne year ended 30 June 2307 the le Rere Hau Joirt Venture
confirmed the purchase of 2B turbines from Windftow
Technology Limited. The Company's 50 peccent share of
the outstanding capital committment lor the turbines at 30
Jure 2007 was $7,425,25C {30 June 2006: $1,512,000).

windflow Jechnology Limited had previously advanced
funds to the Company to cover Company and wind farm
setup cosls and public offer expenses. This was repaid
during June 2007, As at 30 June 2007 the amount owing
to Windflow Technology Limited was $Nil {30 June 2C06:
$838,555). Net interest paid and credited to the loan for
the period until the loan was repaid was $73,859 {30 June
2006: $28,424),

Mapagement fees

The Cornpany has heen appointed by the Te Rere Hau

Joint Venture to manage the construction and an-going
cperation of the Te Rere Hau Wind Farm site. The Company
received management fees from the Te Rere Hau Joint
Venture. The management fees have been agreed and
priced on an arms length based between the Company

and the Te Rere Hau Joint Venture and are subject to a
management agreement. Management fees charged
during the year to 30 June 2007 were $48C,000. 130 June
2006: $01.

Managemen: fees capitalised as a cost of construction

of fixed assets within the Te Rere Hau Joint Venture was
$468,000 130 June 20D4: Nil) with $12,000 expensed to the
incame stalement. On consoiidation the group accounts
only recognise 50% of this cost and ircome.
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Key management

The Company’s key management and others are described below.

Key managemenl personnel remuneration, including remuneration to independent non-executive directors, was $276,142

during the year to 30 June 2007. [30th June 2006: $169.351)

The Company has approved a share option scherne which will mean once issued the Chief Executive Officer will receive up
1o 250,000 share uptions. The quantum has yet lc be approved by the Board.

Key related party sharehcldings include:
v AL LAt R

B

Directors remuneration of $99,000 was paid and expensed
during the year (30 June 2004: $99,000). In addition ane:
off Director fees were paid tc Derek Walker [$13,507) and
Keith McCaonnelt 1$12,828) in relation lo their efforis during
the June 2037 public offer. These have been included as
part of issue expenses in equity rather than expensed in
the income statement.

During lhe year the following consullany fees were paid to
the Directors:

Derek Walker $5.000
Keith McConnell $5312

15. Contingent assets and contingent Uabilities

Carhon Credits

The Company, pricr to entering Lhe Te Rere Hau Joint
Venture, entered into an errissicn reduction preject
agreement with the Crown in relation ta the Te Rere Hau
Wind Farm projecl. The Te Rere Hau Jainl Venture is to
have a 50 percent entitlerment to any benefits arising from
the agraement. This agreement details completion of
minimurm milestones and the generalion cf the following
maxirmurm emission reductions. This then invokes the
entillement to emission reduction units saleable on the
open market.

The following lable delails maximum emission reduction
unit entitlements as per the agreement with the Crown,
Figures below are for the years to 30 June.

Year Tonnes of carbon dicxide
2038 103,800
2009 133,800
201D 193,800
2011 133,800
2012 133,800

The Te Rere Hau Joint Venture Company is unlikely to
achieve lhe entitled maximum emission reduction units in
2008 under he current build pregramme.

An international markel for carbon credits is emerging
and allews the trading of carbon credils belween parlies,

- There is no market for carbon credils within New Zealand

at this stage, but the Company expects a market Lo develop
over time. The current international markel price of carben
credits ranges from NZ$10 1o NZ$53 per tonne based on
current information.The transfer of intangible assets to the
Te Rera Hau Jeinl Venture has crystalised a capital value
for carbon credils. This represents an entitlement to future
income strearns from carbon credits. Within the Te Rere
Hau Joint Venture the wind farm has started generating
electricily and when the abatement pericd begins from 1
January 2238, emmission reduction units, carben credits
and income are expected to be generated. The Directors
have considered the carrying value of carbon credits and
consider there is no impairment of the assel. Therefore
the carrying velue of the investment is represented by
book value. The entitlement to carbon credits asset will be
tested for impairment every year.

The consclidated financial slatements do not recognise any
carben credit assels as the Company’s 50 percent share is
reversed on consolidetion.

Resource Consent

As part of the resource consen! process, the Company has
entered into put option deeds with awners of land directly
adjoining the wind farm site, These put options allow the
land owners a period of time during which they have the
opticn of selling their property lo NZ Windfarms Limited.
During the year, two of these oplions were exercised (see
note 5). The tolal raleable vatue of the remaining property
8% al September 2007 was $360,000. NZ Windfarms
Limited, if required to purchase this remaining property,
would look to sell it immediately en the open market.
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16. Capital Commitments

Curing the year ended 30 June 2077, the Te Rere Hau
Joint Venture confirmed the purchase of 28 turbines from
Windflow Technelogy Limited. The Company’s remaining
5D percenl share of capital payments owing as at 30 June
2007 was $7,425,253 (30 June 2006: 1,512,029,

The Te Rere Hau Joint Yenture also enlers constructian
contracts for eleclrical, roading and foundations for the
construction of the wind farm. The Company’s 50 percent
share of capilal commitments gutstanding as at 30 June
2007 for these costs is SNil 130 June 2306: $548,142).

During the year ended 30 June 2007, the Te Rere Hau Joint
Venture confirmed construction of a pewer line connaction
1o the rrain Grid. The Company's outstanding 59 percent
share of capital payment owing as at 30 June 2007 is
$2.115,450

(30 June 2006: $ Nil).

17. Operating Leases
The Group’s minimum operating lease payments are as
follows:

Lease payments expensed during the year 12,483

Lease commitmenls:

Within 1 year 8,985
1 to § years 128,899
3,243,242

More than 5 years

The cperalion ¢f a wind farm by the Joint Venlure on land
al Te Rere Hau is governed by a Wind Rights Agreement.
This agreement prowdes for an easement to be granted

to aliow the establishrrent of a wind furbine generaling
facility. In exchange for easement access, a royally is
payable based on grass revenue frem the wind farm. The
wind right agreement is for a maxirurn period of 75 years.
The maximum Life cf royalty payments is 25 years for this
note disclosure.

The Company leases office premises under an operating
leases. The lease runs for a period of three years with an
option lo renew the lease alter that date for anather three
years. Lease paymants are reviewed evary two years to
reflect market rentals.

18. Investments GROUP COMPANY
2007 20046 2007
NZ$ NZ$ NZ$

210 1 L1 T L PR G P

Investments in unlisted corrpanies

]i:inil:ug?ﬁé

ﬁ”i‘!’ |I]I?E

Total Investments

Investments in unlisted companies are stated st cost
because fair value cannot be reliably measured. In all
tases the shareholdings are stable, so there are no trades
for which a value has been struck. In most cases there are
pre-emptive rights or other restrictions on dealing in the
shares. The directors believe the fair value of the unlisted
shares is equal lo cost,
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19. Investmnents in subsidiaries Percent Held
: 12 Months 12 Months
30 fune 2007 30 June 2004

Balance Date

incerporated in

Significant subs'dianes

N - TRH Uimited 100% %
NZWL-TRH Limited is a 100% direct subsidiary of the

Company. NZWL - TRH Limited kolds the Compary's

50 percent interest in the Te Rere Hau wing farm Joint

Venture.

20, Prospective financial information

The combined investment siatement and prospectus
fssued 9 May 2007 for NZ Windfarms’ public offer contained
lwo years prospeclive financial figures to 30 June 2007 and
2008. This prespectus supersedes Lhe initial invesiment
staternent and prospectus issued 18 October 2305, The
lollowing information is a comparison of the prospective
linancial staterments of NZ Windfarms Limited from the
2027 prospectus for the year ended 30 June 2007, with the
actual resull for the same period.

Income Statement

30 June

New Zealang

GROUP

ACTUAL PROJECTION
2007 2004
NZ$'000 NZ$ 000

Electricity sales
Other income

Jotal income

Audit fees

Directors fees
Employment expenses
Lease and rental expenses
Other operating expenses

Qperating expenses lexcluding dapreciation and intangible impalrment)

Earnings befcre inleresi, lax, depreciation and inlangible irmpairment

Amortisation of intangible assets
Depreciation

it

Earnings before interest and tax
Interest income

Interest expense

Gain on transler of assels to JV
Loss on sale of property for resale

Loss on racognition of properly for resale at fair value

Result for year

Tax expense,

Net result for the year

§!

il
i

1 1m g e e

103
240

343

12
17
337

57
B&é

1.089

(746)
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Notes o the Fiencial Statements
for the year ended 30 June 2007

Statement of Cash Flows

Operating activities
Cash was received from:
Trading revenue

Sundry income

interest received

Cash was applied to:

‘nterest paid

RW1 paid

Paymenis 10 suppliers and employees

Nel cash inflow {outflow] from operating activities

Investing actlvities

Cash was provided from:
Sale of fixed assets

Sale of assets held for resale
Sale of intangible assets

Cash was applied to:
Purchase of fixed assets
Purchase of assets held for resale

Net cash inflow (outflow) from investing activities

Financing activities

Cash was provided from:

issug of shares

Hatf share of capital contributions to JVY

7,503
14,3881

78,738
1,493

Cash was applied to:

Issue costs of equily

Purchase of investments
Advance to Windflow Technology

80,221

5.262
5
849

Net cash inflow {outflow] from financing activities
Nel increasefldecrease] in cash and cash equivatents
Cash and cash equivalents, beginning of year

6,136

74,095
69,426
4,964

Cash and cash equivalents, end of year

ot
I o

i 2
AL S

71,390

Cash and cash equivalents
Term deposit
Bank accoun!

e

71,390

Ending cash and cash equivatents carried forward

71,3%0
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NZ Windfarms Ltd Kotes o the Financial Stalements

POWE S D Ay HALURE fir the year ended 30 Jure 2907

Balante Sheet GROLP
ACTUAL  PROJECTION

2007 2004

NZ$ 000 N2$'000

Assels

Non-current

Property. plant and equipment
Turbine progress paymenis
:ntangible assels

Capital work in progress
‘Avestments

Jeferred tax

Current

Cash and cash equivalentis
‘ncome tax refund

Land held for resale

Trade and other receivables

6,733

71,390

Total assets

Equity

£quity attributable to shareholders
Share capilal

Retained earnings

Total equlty

Liabitities
Non-current
Deferred tax

Current
Trade and other payables
Retentions

Total Labllities

Total equity and llabitltles

78,299

The major variances between the prospective financial
information and actual figures are as follows:

Incomne Statement

During lhe year to 30 June 2007 lwe neighbouring land
owners wha held put oplions exercised their option to

sel: their properties to the Company. An impairment less
was recognised in the interim linancial siataments to 31
December 2007 and the prospectus, based on infermation
known at that time, of $43,000 but the actua: loss was
$214,00D for the one property sold. As a1 30 June 2007
there was one further property held for resale for which
an impairment loss of $79.000 has been recognised in the
financial year, this was nol included in the prospective
financial information as it was not anlicipated 1 would be
exercised.

|

For interest incorne the prospectus assumed interest 1o be
earned for a shorter period than actual.

Balance Sheet

The prospective balance sheet did not separate turbine
progress payments or capital work in progress and
included these as part of property, plant and equipment.
The prespectus did not recognise the turbine progess
payment on 14 turbines until the 2008 income year
whereas the batch confirmation for 14 turbine was
completed and recognised prior 10 30 June 2007. The fixed
asset cosl has also increased correspondingly.
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Notes to the Financial Slatements
for the year ended 30 June 2007

Properties held for resate resulling from neighbouring land
owners exercising their put options was not included in the
prospeclive financial informalion as il was not anticipaled
these would be exercised.

Actual lrade and other receivables includes GST on
the turbine deposit and acorued interest. The GST ¢n
the turbines was included in the prospeclive financial
information during the 2008 income year.

Actual trade and other payables represent the half share
of the deposil for 14 lurbines fer the Te Rere MHau project
plus capilal raising cests not yel paid. The projectiens had
assumed capital raising costs were paid prior to balance
dale and the depcsit on turbines was paid during the 2008
income year.

The prespective linancial informatien te 30 June 2007 alsp
included within Lhe Joint Venture a provision for $430,000
for legal claims in relation to censtruction cests. The
matter has now been resolved and the outcome included in
the actual financial stalement is less Lhan ihe provisioning.

21. Risk management objectives and policles

The Cerrpany is exposed to a variety of financial, operating
and investing risks. Key risks that affect the Company
include:

Suppty of Turhines

The Joint Venture has negolialed Lhe Turbine Purchase
Agreement with Windflow Technology Limited for the
supply of 97 wind turbines on a balch by batch basis, This
is the first praduclion run of Lthese lurbines, therefore there
is @ risk cf equiprment fallure, especially with the initial
units. The Turbine Purchase Agreement has well delined
performance requirements and in the event the Windflow
500 performanca is such there is a material breach cf the
Agreement, the Joint Venture has the right to cancel the
agreernent and choose alternative suppliers thus ensuring
its planned development programme continues.

Achieving Good Prices for the Sale of Electricity

The Cornpany intends to sell its share electricity on the
wholesale markel. As Lhe current demand for electricity
in New Zealand is increasing faster than supply, it is likely
that the eleclricity offered for sale by the Cormpany will

be purchased, There is uncertainty aboul the returns that
can be achieved fram the sale of eleclicity based on the
wholesale electricity spot price.

CarbonCredits

The Joint Venture and therefore the Group is entitled

to receive emission reduction units if the Joint Venture
achieves minimum contracled ernission reduclion targets.
The Joint Yenture plans to trade its right to receive

these emission reduction units in return for cash. The
announcement by the NZ Gavernment to withdraw from Lhe
proposed carben tax does not affect the Company’s existing
contract far emnrrission reduction unils.

Finandal Risk Management

In the normal ccurse of business the Company is exposed
to a variety of financisl risks including credit risk, liquidity
risk and cash flow interest rate risk, Tha company has
implemented a treasury policy that has been approved by
the Board of Directors to manage liquidity and interest

rale risk. This policy documents specific areas such as
cash low [oracasting, investrrent policy, repricing risk,
credit risk, foreign exchange risk, use of derivative financial
instruments, and the invesimenl of excess liquidity.

Creditrisk

Credit risk refers to the risk a counterparty witl default

on its contractual obligations resulting in financiat loss

lo the group. The group is exposed to credit risk in the
normal course of business arising from trade receivables.
The group has adopted a policy of only dealing with
creditworthy counterparties and cbtaining sufficient
collateral where appropriate as a means of mitigating the
risk ol financial less from defaults. The company menitors
its exposure and the credit rating of its counterparlies.

The company does not have any significant risk exposure
to any single counterparty. Term deposit investrents

are placed with a number of registered banks to spread
{inancial risk,

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficienl cash and marketable securilies, the availability
of funding through credit facilities and spreading term
deposit investment maturities. Liquidity risk is monitored
by continuously forecasting actual cash flows and matching
tha maturity profiles of financial assets and liabilities.

Interest rate risk

The Corrpany's income and operating cash flows are
affected by changes in markel interest rales. The Company
is primarily exposed lo interest rate risk as a result of
placing surplus cash received from its recent capital
raising and placing funds on a range cf lerm deposits
ranging from on call through to 345 days. The Company
has placed funds on leng terrr investment to maximise
returns. :

22. Events Subsequent to Balance Date

Persuant to the prospectus dated 4 June 2007, the
directors have been granted individually 132,009 share
options during August 2007. In addition 250,000 oplions are
1o be granted to the Chief Executive Dfficer during Augusl
2007.

On the 27 July 2007 settlement was received for a
property held for resale. Al balance date the property was
recognised at fair value, laking inlo consideration the sale
price of the preperty.

Except where stated, Ihese events have not been reflected
in the linancial staternents,
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ey Audit Report

Goldsmith Fox PKF PKF’
Chartered Accountants . W
We have audited the financial report on pages 17 1o 37, The financiat report provides information about

the past financial performance and financial position of the cormpany and group as at 30 June 2007. This
informatizn is slaled in accordance with the accounting poticies sal out on pages 21 lo 23.

Directors’ Responsibilities

The Beard ¢f Directors is responsible lor the preparafion of a financial report whnr:h gives.a true and fair
view of the financial position of the company and group as al 30 June 29{}7 and tha results of aperations
and cash Rows for the year ended on that date. . .

Auditor’s Responsibilities
It is our responsibilily ta express an independent opinion on the financial report presented by the directors.
Basis of Opinion ‘

An autit includes éxamining, on a lest basis, evidence relevant to the amounts and disclosures in the
financiat repart, It also includes assessing:

¢ the significant eslimates and |udgemen!.5 rrade by the directors in the preparation of the financial
report; and

*+ whether the accounting policies are apprcprsate to the company ‘and group circurnstances, consistently
applied and adequately disclosdd.

We conducted our audil in accordance wilh New Zealand Auditing Standards. We planned and performed
our audit so as to obtain all the information snd explanations which we censidered necegsary.in order to
pfo\dde Us with sufficient evidence Lo obtain reasona ble assurance that the financial repdrt is free from
material misreport, whethier caused by fraud or error, In forming our bpinion we also evai.uated the overall
adequacy of lhe presenlatwn of information i in the fmancral stalernents.

Other than i ‘aur capacily as aud|tur wa have nb retahonshlp with, or interests m lha tompany o its -,
subsndlary

Ungualified Opinion
We have obtained all the inforration and explanations we have required.
In our opinion:

* proper accounting records have been kept by the corrpany as far as appears from wr exammahan af
these records; and . : .

" the flnancsal statements on pages 17 ta 37:

comply with generally accepted accountmg practlce in New Zealand

. gwes atrue: and fair view qﬁf tha financial position’ of the qdmpany arnr.l group gt al 30 June 2007 and
the resutts of operat:ons and cash flows for the year ended on that date.

Our audit report was completed on 23 August 2007 and our uanahfued opmmn is expressed asat that date

.ni.

[;;l:dfmtr‘-’ gbf’ ﬂk{

Christchurch
New Zealand
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