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Northpower Electric Power Trust

Introduction
Our electricity lines company, Northpower Ltd is owned by its consumers – those people and 
businesses connected to the network and receiving electricity through the Northpower lines.

The consumers’ interests as owners are looked after by the Northpower Electric Power Trust.

Five Trustees are elected by the voters of the Whangarei District and two are elected by the voters 
of the Kaipara District. The last election took place in November 2016 and the next election will be 
in November 2019.

The present Trustees are:

 Whangarei District  Erc Angelo (Chairman)
     Ross Provan
     Paul Yovich
     Bill Rossiter
     Irene Durham
 Kaipara District   Richard Drake (Deputy Chairman)
     Sheena McKenzie
 Trust Secretary   Plus Chartered Accountants Ltd.

Your elected trustees are bound by the Trust Deed and have two main responsibilities. The first is 
to appoint Directors to Northpower Ltd, agree with them on the objectives for the company each 
year, and to monitor the performance of the company to ensure it properly serves the electricity 
consumers of Kaipara and Whangarei.

The second (and equally important) responsibility of Trustees is to receive dividends from 
Northpower Ltd and to distribute them in accordance with the Trust Deed.

The Trustees report publicly each year to consumers on how they have carried out their 
ownership responsibilities and on their plans for the following year. The 2016 Northpower Trust 
Annual Report can be found at http://northpower.com/about/ownership/trust-reports.

Every five years, Trustees must consult with consumers regarding the future ownership of 
Northpower Ltd.

This ownership review process commences with the publication of this report and the public 
is now invited to make submissions to the Northpower Electric Power Trust on the future 
ownership of the shares in Northpower Ltd.
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Northpower Electric Power Trust
COMMENTS OF THE TRUSTEES ON THE REPORT OF THE DIRECTORS  
ON THE FUTURE OWNERSHIP OF NORTHPOWER LIMITED

A. Overview
Pursuant to an Establishment Plan approved by the Minister of Energy on 17 October 1990 
and the vesting of the assets of the North Auckland Electric Power Board in Northpower 
Limited (the Company) on 1 May 1993, the shares in the Company were issued to the seven 
Trustees of the Northpower Electric Power Trust (the Trust) whose beneficiaries are the 
consumers of the Company.
The Trust Deed provides that within four years of the date of the Deed (29 March 1993), and 
then within every five years thereafter, the Trustees shall require the Directors of the Company 
to prepare a report considering proposals and options for future ownership of the shares in 
the Company.
Such report shall contain (Clause 4.1)

a. An analysis of the performance of the Company to the date of the report, together with a 
discussion of the advantages and disadvantages of Trust ownership;

b. An analysis of the various ownership options considered including, without limitation, a 
share distribution to consumers or electors, a sale of shares to the public, a sale of shares 
to institutional investors and retention by the Trust;

c. A comparison of the performance of the Company with the performance of other line 
companies;

d. The conclusions of the Directors as to the most appropriate form of ownership together 
with an indication as to whether the conclusions are unanimous and if the decision is not 
unanimous, a summary of the views of the dissenting Directors shall be included;

e. The matters contained in Clause 4.6 if a distribution of shares is recommended;
f. A summary of the professional advice (if any) obtained in respect of the preparation of the 

report; and
g. A statement as to whether or not the Directors have had regard to any views expressed by 

the public with respect to ownership. 

Clause 4.2 requires the Trustees to comment on the report to the Directors of the Company 
and upon completion of this review the Trustees shall make the report available to the public 
together with a summary of their comments.
The Trustees and the Directors of the Company shall in respect of the report and no later than 
one month after the date of the report (report received 1 February 2017, therefore by 1 March 
2017) implement the public consultative procedures.
Finally, under Clause 4.4
Following completion of the public consultative procedure and in any event no later than six 
months after the report required by Clause 4.1 is completed, the Trustees and the Directors shall 
meet and, after taking due account of the views expressed by the public and the Directors, the 
Trustees shall decide whether to:

a. Retain the shares in the Trust; or
b. Dispose of a portion of the shares and retain the remainder in the Trust; or
c. Dispose of all the shares.

If the shares are to be retained by the Trust, the Trustees shall notify the public. 
The Trust Deed provides for the public to be consulted and for people who make submissions to 
be given a reasonable opportunity to be heard by the Trustees.
Submissions in writing must be in the hands of the Trustees within two months of advertising the 
public consultative procedure. Following that date, public meetings shall be arranged as necessary 
to hear submissions.
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B. Comments
On 1 February 2017, the Trustees received the report from the Directors on the ownership review 
of the Company.

The Trustees comment as follows:

The Trustees confirm that the report includes the requirements of the Trust Deed.

The Trustees would like to draw attention to the following issues set out in the Directors' report 
to fulfil the requirements of the Trust Deed clause 4.1:

The analysis of the performance of Northpower Ltd over the five years since the last ownership 
review (Section 4, Pages 13 to 16).

A comparison of the performance of the company with the performance of other similar 
companies (Section 5, Pages 17 to 21).

A detailed review of the various ownership options listing potential advantages and 
disadvantages of each together with an analysis of different ownership options against the 
objectives of Northpower Ltd (Section 3, Pages 7 to 12).

The recommendation of the Directors following their comprehensive review, that the Trustees 
continue to own all the shares in Northpower Ltd (Section 6, Page 22).

The Trustees look forward to the public consultative procedure, and on its completion, to meeting 
with the Directors to carefully consider the views expressed by the public and the Directors.

The final decision on the future ownership of Northpower Ltd will be considered by the Trustees 
at a meeting which is open to the public.

    Erc Angelo
    Chairman of Trustees
    Whangarei 28th February 2017

 The present Trustees are:

 Whangarei District Erc Angelo (Chairman)
    Ross Provan
    Paul Yovich
    Bill Rossiter
    Irene Durham
 Kaipara District Richard Drake (Deputy Chairman)
    Sheena McKenzie
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Submissions
Persons interested in the ownership issue are now invited to make submissions on this matter  
in accordance with the provisions of the Trust Deed.

Submissions should be in writing and addressed to:

  Submissions to the Trustees
  Northpower Electric Power Trust
  P O Box 1609
  WHANGAREI

Your submission should indicate if you want the Trustees to:

a. Retain the Northpower Ltd shares in the Trust or

b. Dispose of a portion of the shares and retain the remainder in the Trust or

c. Dispose of all the shares.

and must be received at the above address no later than 4.00 pm on 28 April 2017.

Submitters should indicate if they wish to be heard in support of their submission.

Following the receipt of submissions, the Trustees will arrange opportunities for submitters  
to be heard.

In accordance with the Trust Deed, these meetings will be open to the public and all written 
submissions will be available to the public.
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1. Introduction
Northpower Electric Power Trust (“NEPT” or “the Trust”) is required under its Trust Deed 
to carry out a review every five years of its ownership of the shares in Northpower Limited 
(“Northpower”, “the Group” or “Company”). As part of that review, the Directors of Northpower 
are required to complete a report considering proposals and options for future ownership of the 
shares in the Company, including: 

a) an analysis of the various ownership options; 

b) advantages and disadvantages of trust ownership;

c) an analysis of the performance of the Company;

d) a comparison of the performance of the Company with the performance of other similar 
energy companies; and 

e) their conclusions as to the most appropriate form of ownership.

As part of the ownership review the Trust and Directors must make this report available to the 
public, carry out a public consultation process and take into account the views of the public in 
determining whether to retain, dispose of a portion, or retain all of the shares in Northpower. 

This report is produced by the Directors of Northpower pursuant to the Trust Deed and for the 
purposes of public consultation. 

2. Executive Summary

2.1 Overview
Northpower’s core competency relates to its infrastructure businesses for electricity and 
ultrafast fibre. The Group owns and operates the electricity distribution business located in 
the Kaipara and Whangarei districts and has a shareholding in the UFB fibre infrastructure 
in Whangarei, through its investment in Northpower Fibre Limited (“NFL”) (together with the 
Crown). Northpower’s ownership of NFL continues to grow as people connect to the UFB 
network and it is expected NFL will be a wholly owned subsidiary by 2021. 

The Company’s core competencies in the operation, maintenance, planning, design and build 
of electricity and fibre networks have enabled the Company to leverage these skills to supply 
network engineering, construction and maintenance services to other networks in New Zealand, 
Australia and the Pacific. 

The Group has increased its scale and capability to be a major supplier to the industry. Northpower 
Contracting (Services) is contracted to provide maintenance and fault restoration services for 
electricity networks in Auckland and Wellington, as well as the National Grid (Transpower). 

The Northpower Group includes the wholly owned subsidiaries Northpower Solutions Limited 
(“NSL”) and West Coast Energy Limited (“WCE”). These companies support Northpower’s 
core business.

The Northpower business model is illustrated in Figure 1.
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2.2 Northpower Limited (parent company) performance
•	 Northpower’s revenues have grown from $242.1M to $339.7M from the year ending March 

2012 to the year ending March 2016. Net Profit after Tax (“NPAT”) for the year ending 31 
March 2012 was $9.6M and has remained at this level for the year ending 31 March 2016, 
having fluctuated in the years in between. 

•	 The financial performance was impacted in FY15 by the challenging market environment in 
Australia, and a revaluation of interest swaps (which is a non-cash accounting effect). The 
Group responded to these factors, which resulted in a lift in financial performance in FY16. 

•	 Over this review period FY12 – FY16, the Trust and Company have distributed a total of 
$46.1m to consumer beneficiaries. The total distribution to consumer beneficiaries since 
1993 has been over $200M.

•	 Northpower’s major investment in Ultrafast Broadband (“UFB”), as part of a joint venture 
with the Crown in Northpower Fibre Ltd (“NFL”), saw the completion of New Zealand’s 
first fully fibred city in April 2014. As at 30 November 2016, Northpower’s investment was 
$23.9M with Northpower owning 53.5% of the company. Northpower’s shareholding in 
NFL increases as people connect to the network and it is expected that NFL will be a fully 
owned subsidiary of Northpower by 2021, which will complement the electricity network 
and strengthen the Group’s strategic base as a network owner in the Whangarei and 
Kaipara districts. 

•	 Major asset acquisitions for the Group also occurred in 2013 with the purchase from 
Transpower of the Dargaville 50kV line and substation; and in 2015 the Kensington 110kV 
line and substation, bringing local ownership to critical electricity infrastructure.

•	 In 2014, Northpower commenced its investment in the enterprise resource planning and 
scheduling systems (JD Edwards and Click Software) for delivery of improved financial 
management and works planning and scheduling. As this investment nears completion, 
the business is starting to benefit from efficiency gains and better resource utilisation, 
particularly in the NZ Contracting business.

•	 Since the last review, there has been growth in the value of Northpower’s total assets from 
$405.6M to $455M, with the value of equity (i.e. net assets) increasing by 7% since 2012. 

•	 The Group recognises the electricity industry is in a state of change and has made proactive 
investments to position itself for the future environment and to meet consumer needs. 

Figure 1 Northpower Limited Business Model
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2.3 Company performance and benchmarking
Benchmarking of Northpower’s electricity network performance compared to other Electricity 
Distribution Businesses (“EDBs”) which are of similar urban/rural density and size demonstrates 
the Company’s electricity network business is performing at or above its peer group average 
with respect to reliability, profitability and pricing. However, a comparison of Northpower’s 
performance against its Statement of Corporate Intent (“SCI”) targets shows that the Group has 
experienced inconsistent financial performance over the last five years. 
Northpower Fibre Ltd (“NFL”) has consistently achieved its key performance indicators with 
respect to safety, profitability, uptake and network reliability.

2.4 Ownership options
After reviewing the advantages and disadvantages of various ownership options for the shares 
in Northpower, the Directors consider that Trust ownership, whereby electricity consumers are 
also the ultimate owners of the Company, provides the Trust’s beneficiaries with the strongest 
influence on Company pricing and service quality. Trust ownership is also directly aligned 
to Northpower’s purpose “to improve the prosperity and wellbeing of our customers and the 
communities we serve through our business activities.” 
The report concludes, therefore, that the objectives of Northpower Limited and its consumer 
beneficiaries are best served by continuing the current ownership structure.

3. Ownership Options and Analysis 
3.1 Overview 

This review includes a discussion of the advantages and disadvantages of Trust ownership and 
a consideration of alternative ownership options. Specifically, it tests the different ownership 
structures to assess which would best assist the Company to meet its objectives of improving 
Group performance and enhancing shareholder value in the future. 
Under the current ownership structure the shares in Northpower are owned by the Trust, which 
holds this asset for the benefit of the consumers connected to Northpower’s electricity network. 
In this Report, these beneficiaries (in effect, the ultimate owners of Northpower) are referred to 
as “consumer beneficiaries”. 

3.2 Company objectives
Northpower’s Statement of Corporate Intent (“SCI”) sets out the background, overall intentions 
and objectives for the Northpower Group. Its stated purpose is: 

To improve the prosperity and wellbeing of our customers and the 
communities we serve through our business activities. 

Northpower’s principal objective is to operate as a successful and sustainable business for the 
benefit of its shareholders, being ultimately the electricity consumers of Kaipara and Whangarei. 
The SCI states it will deliver this through “improving performance across all aspects of the 
business while ensuring shareholder value is enhanced”. In order to achieve these objectives the 
SCI notes that the following principles guide the Company’s activities: 

•	 A total commitment to the health, safety and wellbeing of employees and the communities 
where the Company delivers its network and contracting services; 

•	 Enhancing and sustaining profitability and performance; 
•	 Maintaining the safety and reliability of its networks to meet the current and future 

network supply needs of customers and deliver investment in the Company’s infrastructure 
on an economic (cost-effective) basis; 

•	 Being a good employer with policies and practices which provide for the fair and proper 
treatment of employees in all aspects of their employment; and 

•	 Conducting business in a manner which is ethical, transparent and in accordance with the 
highest standards of corporate governance. 
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3.3 Ownership options against Company objectives
Table 1 considers the four ownership options specifically against the Company’s SCI objectives 
of improving performance and enhancing shareholder value. Retention by the Trust preserves 
consumer influence on quality and pricing, alignment of incentives between shareholders and 
consumers, as well as preserving strategic choices around the ownership of the network for 
future generations of consumers. While Trust ownership may limit growth opportunities in 
the future through restrictions on raising new capital, based on the current environment the 
Directors do not consider the Company is likely to forego any growth opportunities in the near 
future as a result of its Trust ownership. 

Table 1 Northpower Ltd ownership option analysis

Ownership Option Improving Group Performance Enhancing Shareholder Value 

Share Distribution Loss of consumer influence likely 
as a result of consumers on-selling 
their shares. This may in turn dilute 
consumer influence on network 
performance and reliability. 

Might help to facilitate industry 
consolidation (through consumers 
on-selling their shares), creating 
efficiencies/economies of scale 
which increases the Company’s 
value. 

Sale of shares to the 
Public

Potential loss of consumer 
influence which could reduce 
local consumer focus on network 
performance. 

Shareholders would need to 
manage potential conflicts 
between financial returns and 
network performance.

Provides ability to raise capital 
to fund potential growth 
opportunities. 

Trust could invest in new assets 
or businesses with a different risk 
profile.

Sale of shares to 
institutional investors 
or another network 
company

Likely loss of consumer influence 
on network performance and 
reliability. 

Shareholders would need to 
manage potential conflicts 
between financial returns and 
network performance.

Provides access to some 
additional capital to fund 
growth opportunities including 
new assets or businesses with 
different risk profiles.

Trust could invest in new assets 
or businesses with a different risk 
profile.

Sale to another network company 
may result in efficiencies/
economies of scale, enhancing 
shareholder returns to the new 
owners.

Trust retention of all 
shares 

Preserves consumer influence 
on Company pricing and service 
quality. 

Shareholder has flexibility to 
reinvest into business or pay 
dividends.

Limits ability for growth 
opportunities through restrictions 
on new capital.

Trust’s appetite for growth (as 
it changes through the election 
cycles) may either limit or support 
new initiatives. 

Ensures consumer perspectives 
are represented at shareholder 
level. Protects strategic choices for 
future generations.
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3.4 Detailed review of advantages and disadvantages of ownership options
The Trust Deed requires analysis of various ownership options, being a share distribution to 
consumers, sale to the public, sale to institutional investors and retention by the Trust. The 
advantages and disadvantages of each are considered below. 

a) Share distribution to consumers
All shares would be distributed to individual consumers or electors after which the Trust would 
be wound up. Where this has occurred in the past in New Zealand, beneficiaries tend to sell 
their shares to institutional investors.

Potential Advantages Potential Disadvantages

•	Consumers gain control, allowing choice to 
remain a shareholder or to sell and utilise 
the capital elsewhere. 

•	Creates the opportunity for shares to be 
traded, allowing wider ownership of the 
Company. This may attract specialist 
capabilities through new shareholders and 
board representation.

•	 If listed, enables the Company to access 
equity capital more readily to fund growth 
opportunities. 

•	May facilitate industry consolidation, 
through on-selling shares to other network 
companies, creating efficiencies which 
increase company value.

•	Exposes the Company to external or market 
disciplines and monitoring. 

•	 Increased costs in establishing the new 
shareholding structure and ongoing 
increased compliance and reporting costs.

•	Loss of local consumer influence over the 
Company’s approach to meeting current 
and future consumer/community needs.

•	A shift away from consumer ownership and 
control will result in increased regulatory 
burden and cost to the Company as a 
result of losing its exempt status under the 
Commerce Act.

•	The potential that share accumulation 
and ownership changes would lead to 
a concentration of ownership/control 
in investors, public companies or other 
network companies, resulting in:

•	 less connection between the Company 
and the local consumer/community;

•	 tension between shareholder financial 
returns vs consumer service and 
quality (as the Trust is no longer able to 
influence Company policy on price and 
quality); and

•	 dilution in local focus by the Company, 
resulting from reprioritising asset 
investment, customer initiatives and 
activities in the region.

•	Distribution to consumers without a 
public listing provides no transparency 
on price valuation or protection from 
undervalue offers. 
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b) Sale of all shares to the public
Shares would be offered for sale at a determined value to the market. The sale of all shares 
would then require the Trust to decide whether to reinvest the proceeds of sale in other 
investments, or to distribute proceeds to the beneficiaries.

Potential Advantages Potential Disadvantages

•	Current consumers receive full future value 
of the Company through the share sale. 

•	Consumers have the option to invest directly 
in the Company, and subsequently trade 
those assets. 

•	Enables the Company to access equity 
capital more readily to fund growth 
opportunities. 

•	May result in industry consolidation 
with other network companies, creating 
efficiencies which increase company value.

•	Exposes the Company to external or market 
disciplines and monitoring.

•	Public listing provides a transparent 
measure of company commercial 
performance and value.

•	Creates the opportunity for shares to be 
traded, allowing wider ownership of the 
Company. This may attract specialist 
capabilities through new shareholders and 
board representation.

•	A sale removes the option of local 
ownership in the future and may be seen as 
unfair to future generations as the current 
beneficiaries receive all the benefit of the 
future value of the Company.

•	 Increased costs in establishing the new 
shareholding structure/market listing 
and ongoing increased compliance and 
reporting costs. Listing costs will be 
deducted from sale and will reduce the final 
value returned to the Trust.

•	Loss of local consumer influence over 
Company approach to meeting current and 
future consumer/community needs.

•	A shift away from consumer ownership and 
control will see the Company subject to 
increased regulatory burden and cost as a 
result of losing its exempt status under the 
Commerce Act.

•	The potential that share accumulation 
and ownership changes may lead to a 
concentration of ownership/control in 
investors, public companies or other 
network companies, resulting in:

•	 less connection between the Company 
and local consumers/community;

•	 tension between shareholder financial 
returns vs consumer service and 
quality (as the Trust is no longer able to 
influence Company policy on price and 
quality); and

•	 dilution in local focus by the Company, 
resulting from reprioritising asset 
investment, customer initiatives and 
activities in the region.
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c) Sale of shares to institutional investors or another network company
Sale of all shares to a third party, including possible offshore entities. The Trust would then 
have to decide whether to reinvest the proceeds of sale in other investments, or to distribute 
proceeds to the beneficiaries.

Potential Advantages Potential Disadvantages

•	Trust may distribute the funds to 
consumers, who receive full future value of 
the Company through the sale. 

•	Trust may invest in debt securities that 
produce reliable income for beneficiaries. 

•	May result in industry consolidation 
with other network companies, creating 
efficiencies which increase Company value 
and therefore increase sale price.

•	 Institutional investor may bring specialist 
capabilities that create more value for  
the Company.

•	A sale removes the option of local 
ownership in the future and may be seen as 
unfair to future generations as the current 
beneficiaries receive all the benefit of the 
future value of the Company.

•	Loss of local consumer influence over 
company approach to meeting current and 
future consumer/community needs.

•	A shift away from consumer ownership and 
control will see the Company subject to 
increased regulatory burden and cost as a 
result of losing its exempt status under the 
Commerce Act.

•	The loss of community ownership may 
result in:

•	 less connection between the Company 
and local consumers/community;

•	 tension between shareholder financial 
returns vs consumer service and 
quality, (as the Trust is no longer able to 
influence Company policy on price and 
quality); and

•	 dilution in local focus by the Company, 
resulting from reprioritising asset 
investment, customer initiatives and 
activities in the region.
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d) Trust retention of shares
Ownership remains as is currently, with the Trust representing the interests of connected 
consumers. This remains the most common ownership structure of New Zealand EDBs.

Potential Advantages Potential Disadvantages

•	As a single owner, the Trust is accountable 
for the stewardship of the Trust’s assets for 
the benefit of current and future generations 
of beneficiaries.

•	All connected consumers are beneficiaries 
and receive distributions, returning wealth 
to the local area. 

•	Consumers retain ownership of a critical 
local infrastructure asset. 

•	The consumer view of service and pricing is 
represented at shareholder level. 

•	Provides for additional consumer influence 
during a period of significant technological 
change in the electricity sector.

•	Accumulation of assets funded by 
previous generations of consumers is 
held in trust for the future generations of 
electricity consumers

•	Retaining trust ownership keeps the 
opportunity open to shift the ownership 
model in future via the regular ownership 
review process.

•	With trust ownership the Company has a 
lower regulatory compliance cost. 

•	As sole owner, the Trust has control over 
the direction of the business, influencing 
investment priorities for the Company (for 
example, the investment in the UFB network 
in Whangarei). 

•	Consumer ownership of a monopoly 
business offers a level of assurance to 
consumers, particularly in areas of safety, 
reliability and efficiency.

•	Connected consumers are all beneficiaries 
and have no choice regarding their 
beneficial interest in the Trust’s assets. 

•	Limited ability for the Company to raise 
equity capital due to its trust ownership. 

•	The Trust may find it challenging to 
maintain a desired level of dividends. The 
difficulty in raising new equity means the 
Trust must forgo dividends and immediate 
benefits for beneficiaries in order for the 
Company to pursue growth opportunities. 
Some opportunities may not be possible to 
pursue due to the Company’s size. 

•	Election cycle may generate risk of 
instability in Trust operations. 
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4. Northpower Limited’s Performance

4.1 Highlights of performance over the last five years
Since the last ownership review in 2012, the Company has invested in infrastructure and 
developed its existing capabilities. Notable highlights include: 

•	 Acquired from Transpower dedicated transmission assets servicing the Northpower 
network, being the Maungatapere to Dargaville transmission line and Dargaville substation 
(2013), and the Maungatapere to Kensington Line and Kensington substation (2015), 
bringing local control to key Northland electricity infrastructure. 

•	 The completion in April 2014 of the UFB network in Whangarei. This asset, covering 
356km of network, represents a total investment so far of over $44M and enables at least 
22,500 properties to connect to the ultrafast fibre network. Northpower’s shareholding in 
NFL at November 2016 was 53.5%, which continues to grow as consumers connect to the 
UFB network. Current fibre uptake is 37% of premises, being one of the highest uptakes of 
UFB for any city in New Zealand. 

•	 The NZ Contracting business secured long term maintenance contracts with Transpower 
and renewed its maintenance contract with Wellington Electricity. This business now 
provides services to some of the largest networks in New Zealand (Vector, Transpower, 
Powerco, WEL Networks and Wellington Electricity). 

•	 Recognition of industry achievement through awards received by the Company. Awards 
granted during this review period include: 

 - Lines Company of the Year at the Deloitte Energy Excellence Awards in two 
consecutive years – 2013 and 2014.

 - Prime Ministerial Business Scholarships (2011, 2013 and 2015).

 - Winner in the Safeguard New Zealand Workplace Health and Safety Awards (2012, 
2014, 2015).

 - Winner in several categories in the Connexis Line Mechanic and Cable Jointer 
Competition (2012 and 2014).

 - Transpower STAR Awards Supreme Award 2016 – Best Safety Culture; Safety 
Innovation Award; Workplace Safety Leadership Award.
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4.2 Financial performance
The Northpower Group’s profitability has grown over the review period as demonstrated in 
Appendix A. 

•	 Net Profit after Tax (“NPAT”) as at 31 March 2012 was $9.6M and it remained at that level 
for the year ended 31 March 2016, having fluctuated during the years between. 

•	 Earnings before interest, tax, amortisation, depreciation and fair value adjustments 
(“EBITDAF”) have improved over the period from $34.1M for the year ended 31 March 
2012 to $39.5M for the year ended 31 March 2016. (EBITDAF is a commonly used non-
accounting financial measure used to measure the cash flow operating performance of the 
core operations of the business.)

•	 A weaker financial result was produced for the year ended 31 March 2015, which reflected 
the impact of the impairment of Northpower’s Australian subsidiary, WCE, and the 
challenging market and business conditions over that year, particularly in Australia.  
Since 2014, the financial result has also been impacted by the adverse revaluation of 
interest rate swaps. During 2015, the Melbourne operation of WCE was closed and the 
performance of the business improved to a profitable position in 2016. 

•	 Other factors affecting financial performance include the Company’s significant investment 
in new enterprise resource planning and scheduling systems over this period (which was 
more expensive than budgeted) and Northpower incurring additional build costs on the 
UFB network. While some losses were incurred on the UFB build, the fibre network is a 
long term investment, eventually replacing the copper telecommunications network in the 
area, and is expected to generate consistent shareholder returns in the long term. 

•	 The Company will be continuing its investment in fibre over the next four years, having 
very recently signed a further agreement with Crown Fibre Holdings Ltd to build, own 
and operate a UFB network in Hikurangi, Waipu, One Tree Point, Dargaville, Ruakaka, 
Mangawhai, Kaiwaka, Maungaturoto, Waikaraka, Ruawai and Paparoa. Construction in the 
first town will start in April 2017, with overall completion expected by May 2021.

•	 Since 2012, Northpower’s electricity network has continued to perform strongly and the 
NZ Contracting (Services) division has grown and is now consolidating its position in the 
market, with a demonstrated improvement in financial performance. 

•	 Acknowledging the changing energy landscape and increasing pace of technological change, 
the Company has over the last five years undertaken considerable investment in new 
business systems and assets (including UFB) and continues to look at innovative solutions to 
ensure it remains focused on delivering to future customer and consumer needs. 

The direct result of an improved financial performance of the Northpower Group is the value 
of the total distributions made to consumer beneficiaries via the Trust and the Company. This 
is comprised of both dividends paid to the shareholder (the Trust) and a line charge discount 
historically given by the Company (a “line holiday”). Table 2 provides details of the total 
distributions provided over the past five years.

Table 2 Total distributions to Northpower consumer beneficiaries

2012 2013 2014 2015 2016

8.5M 8.7M 10.2M 7.2M 9.2M

The total equity value of the Northpower Group has increased from $241.9M as at 31 March 2012 
to $257.9M as at 31 March 2016. 
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4.3 Performance against SCI targets
Each year the Directors and the Trust determine the Statement of Corporate Intent (“SCI”) 
which establishes the performance targets for the Company for the coming year. The following 
is a summary of Northpower’s group performance against SCI targets over the review period.  
A complete summary is provided in Appendix A.

•	 The Group met the SCI targets for EBIT/Total Assets in each of the five years, however, 
only met the NPAT as a percentage of Shareholder Funds target in one of the five years.  
The Group showed an improvement in performance in 2016 after a poor financial result 
in 2015. 

•	 The network reliability target for planned SAIDI was met in only one of the five years due 
to the impact of network replacement programmes, which have required outages. The 
unplanned SAIDI target was achieved in two of the five years. During the review period 
there were significant weather events which affected the unplanned SAIDI result: 2012 
(severe winter storms); 2014 (Cyclone Luci); and 2015 (spring and winter storm activity with 
severe gales).

•	 The average number of faults per 100km of line was achieved in four of the five years.

•	 The customer satisfaction score for residential customers was achieved in each of the five 
years of the review period. The customer satisfaction score for commercial customers was 
achieved in four of the five years.

4.4 Northpower Fibre Limited performance against targets
The Group’s other core network asset is its part ownership of Northpower Fibre Ltd (“NFL”), 
the joint venture company between Northpower Limited and Crown Fibre Holdings Limited, 
which owns the ultra-fast fibre network in Whangarei. As shareholders, the Directors of the 
Company approve the annual business plan which incorporates the Company’s strategic focus 
and objectives for NFL for the coming year. Appendix B provides details of NFL’s performance in 
relation to its key performance indicators.

The Northpower Fibre Ltd network was completed in April 2014 and since completion NFL has 
met nearly all its KPIs. Having a fully built network assists in driving uptake which is reflected 
in the increase in uptake percentage and the corresponding financial results for revenue and 
EBITDA. NFL also achieved its maiden dividend to the Northpower Group of $1.35M in 2016.

NFL’s fibre network has performed exceptionally in both system availability and minimum 
outage time for end users. The network performance in relation to customer satisfaction, days 
to install and provisioning of end users on time has been measured as one of the highest in New 
Zealand as rated by an independent monthly survey. 

5. EDB Industry Performance Benchmarking

5.1 Overview
The relative performance of Northpower’s electricity distribution business has been examined 
in comparison to its peers in other electricity distribution businesses (“EDBs”) using the 
Commerce Commission’s information disclosure framework.

For the purposes of this report, the benchmarking has grouped Northpower’s electricity network 
with eleven comparable EDBs with similar urban/rural and density characteristics and sizes of 
network, as these are primary factors influencing network performance, cost and efficiency.  
The grouping of networks for comparison purposes is detailed in Appendix D.

The benchmarking presented in this report has considered network reliability, expenditure 
levels, pricing and return on investment and has compared Northpower’s electricity network 
performance relative to the industry average across all EDBs and the average across a grouping 
of EDBs in Northpower’s peer group.
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5.2 Network reliability
Network reliability has been benchmarked based on planned SAIDI (planned outages) and 
unplanned SAIDI (faults) for four years from FY13. Separation of planned and unplanned SAIDI 
for 2012 was not available in the information disclosure.

Planned network interruptions (planned SAIDI)

Northpower’s planned SAIDI is slightly higher than the peer group’s result and higher than the 
industry average, except in 2013 when Northpower’s planned SAIDI was lower at 55.6 min 
compared to the peer group average of 57.5 min. This reflects the amount of planned asset 
renewal work undertaken on the Northpower network to replace end of life assets. 

Figure 2 Planned SAIDI minutes FY13 - FY16
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Unplanned network interruptions (unplanned SAIDI)

In terms of unplanned network interruptions (SAIDI), the Northpower network has performed 
well with the measures indicating lower SAIDI (corresponding to higher reliability) than both 
the industry average and the peer-group in three of the four years. In FY16, Northpower’s 
unplanned SAIDI result was 67.2 min compared to the peer group average of 154 min. 
Northpower’s high unplanned SAIDI in FY15 was primarily attributable to the August 2014 
storm, which caused extensive damage to infrastructure in Northland. In contrast, the high 
SAIDI in the peer group average and the industry average in FY14 was attributable to severe 
weather events elsewhere in NZ.

Figure 3 Unplanned SAIDI Minutes FY13 - FY16
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5.3 Expenditure
Company expenditure on the operation and maintenance of Northpower’s electricity network 
was compared against the industry average and peer group for operating expenditure and 
capital expenditure in the years ending 31 March 2015 and 31 March 2016.

Operating expenditure

Northpower’s operating expenditure per total circuit length is at the industry average in 
2016 and above the industry average in 2015 as shown in Figure 4. Over the past five years, 
Northpower has increased expenditure on vegetation management and introduced a fresh 
approach to reduce the number of network interruptions, especially in rural areas, from trees 
coming into contact with lines. Northpower also has preventative maintenance and inspection 
regimes to monitor the health of the network assets.

Figure 4 Opex expenditure benchmarking (per circuit length) FY15 and FY16
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Capital expenditure

Northpower’s capital expenditure per total circuit length is below its peer group average and 
the industry average as shown in Figure 5. Since 2000, Northpower has had a robust capex 
programme to replace network assets with known reliability and safety issues and those assets 
that have been identified as end-of-life by inspection or condition assessment.

Figure 5 Capex per circuit length ($K) FY15 and FY16
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The electricity network has a very high percentage of long life concrete poles (97%) which does 
reduce annual capex requirements. However, the comparatively higher vegetation density on the 
network, coupled with the very high vegetation growth rates, does create high maintenance 
(opex) costs. Independent analysis of comparative performance by Hyland McQueen Ltd in 2016 
noted the network was at the “average to upper quartile level” for efficiency. 

13



2017 Ownership Review

5.4 Network Pricing
Northpower’s distribution pricing is lower than the industry average, which provides the 
opportunity for retailers to offer lower prices to Northpower consumers. This is illustrated by 
comparison of two measures: 

•	 Price per kWh: Northpower’s average unit price is 6.38 c/kWh which sits lower than the industry 
average of 8.6 c/kWh and the peer group average of 8.1c/kWh as shown in Figure 6. 

•	 Average revenue per connection (ICP): Northpower sits below the industry and peer group 
averages as shown in Figure 7. This measure is required by the Commerce Commission for 
information disclosure for EDBs and is recognised as the best benchmark for comparison 
of EDB prices. 

Figure 6 Average unit price (c/kWh) FY15 and FY16
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Figure 7 Revenue per ICP FY15 and FY16
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5.5 Profits
EDBs are required to disclose their Return on Investment (ROI) which is recognised in the 
industry to be a key indicator of profit.

Northpower is placed above its peer group and the industry average in terms of ROI for both 
years benchmarked. In FY15, Northpower’s ROI was 5.97% compared to the peer group average 
at 5.82% and the average industry ROI at 5.60%. In FY16, Northpower’s ROI was above 
average at 7.31% compared to the industry average of 6.29% and the peer group average of 
6.39% as shown in Figure 8.

The ROI achieved in FY2016 was abnormally high due to very low levels of storm activity 
experienced on the network. On average, over the review period, Northpower’s ROI has been at 
the bottom end of the Commerce Commission published regulatory WACC range.

Figure 8 Return on Investment (ROI) vanilla WACC percentage to all earnings FY15 and FY16
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6. Conclusion and Recommendations
Northpower’s network performs favourably in comparison with other electricity lines businesses 
and has continued to invest in growing network infrastructure in the Whangarei and Kaipara 
regions, both in electricity and fibre connectivity. Northpower has continued to grow overall 
during the last five years, while responding to challenges in the contracting markets. With a 
commitment to achieving financial returns and quality network outcomes for its network area, 
the Company has learnt lessons from the challenges and the dips in financial performance and 
has reshaped and refocused its operating approach to home in on financial sustainability and 
performance improvement. 

There will continue to be benefit to Northpower’s consumers in owning the Company, both 
through financial returns to consumers and through securing the best network infrastructure 
outcomes for the region across both electricity and telecommunications networks. 

Therefore the Directors recommend that the Trustees continue to own all the shares in 
Northpower Ltd. 

In preparing this report, there were no views by the public offered or received by the Directors 
with respect to ownership, however, the Directors look forward to assisting the Trustees in the 
public consultation procedure.

Date:  1 February 2017

Nikki Davies-Colley      
Chair 

David Ballard       
Director

Russell Black       
Director

Richard Booth       
Director

Michael James       
Director

Mark Trigg       
Director
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Appendix A - Northpower Limited's financial performance  
   31 Mar 2012 - 31 Mar 2016

Table 3 provides an overview of Northpower Group's financial performance over the review period. 

Table 3 Northpower Group's financial performance 2012 – 2016
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Appendix B - Northpower’s performance against SCI targets
Table 4 below sets out Northpower’s performance against the SCI targets over the review 
period for the years ending 31 March 2012 to 31 March 2016.

Table 4 Northpower performance against SCI targets 2012 – 2016

2012 2013

SCI Actual Achieved SCI Actual Achieved

Net profit after tax as % of shareholders' funds

     including discount 6% 4.03% x 6% 4.60% x

    excluding discount 6% 

Earnings before interest and tax/Total Assets

     including discount 5% 5.91%  5% 5.5% 

    excluding discount 7.1%

Network reliability (SAIDI)

    planned <30 46.39 x <30 56 x

    unplanned <90 98.91 x <90 62 

Average number of faults per 
100km of line <10 8.23  <10 5.6 

% of Customers Satisfied 
(residential) 85% 89%  85% 91% 

% of Customers Satisfied 
(commercial) 85% 88%  85% 80% x

2014 2015 2016
SCI Actual Achieved SCI Actual Achieved SCI Actual Achieved

Net profit after tax as % of shareholders' funds

     including discount 5% 6.30%  5.40% -0.18% x 5.8% 3.75% x

    excluding discount 7.60% 1.01% 4.94%

Earnings before interest and tax/Total Assets

     including discount 6% 6.70%  6% 6.03%  6% 7% 

    excluding discount 8.30% 7.74% 8.8%

Network reliability (SAIDI)

    planned <55 52  <55 69 x <55 66.52 x

    unplanned <90 104 x <90 311 x <90 67.16 

Average number of 
faults per 100km of line <10 8.2  <10 11.9 x <10 6.6 

% of Customers Satisfied 
(residential) 85% 92%  85% 88%  85% 89% 

% of Customers Satisfied 
(commercial) 85% 87%  85% 85%  85% 86% 
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Appendix C - Northpower Fibre Ltd’s performance against KPIs
Table 5 details Northpower Fibre Ltd’s performance against KPIs over the review period for the  
years ending 31 March 2012 to 31 March 2016.

Table 5 Northpower Fibre Ltd performance against KPIs FY13 - FY16

2013 2014

KPI 
Target Actual Achieved KPI 

Target Actual Achieved

Revenue 756 585 x 995 957 x

EBITDA -732 -661  -694 -682 

Uptake 8% 4% x 9% 9% 

Average downtime Layer 1 <120min 4.46min  <120min 4.92min 

Average downtime Layer 2 <30min 9.53min  <30min 8.47min 

System availability 99.98 99.97% x 99.98 99.99% 

Total injury rate 20 7  20 21.9 x

2015 2016

KPI 
Target Actual Achieved KPI 

Target Actual Achieved

Revenue 1812 2225  3318 4422 

EBITDA -546 -147  830 1675 

Uptake 15% 19%  30% 32% 

Average downtime Layer 1 <120min 2.0 min  <120min 3.26 min 

Average downtime Layer 2 <30min 0.61 min  <30min 1.95 min 

System availability 99.98 99.99%  99.98 99.99% 

Total injury rate 20 15.5  7 0 
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Appendix D – Grouping Networks for Comparison Purposes 
The group of comparable EDBs has been selected on the basis of the network density indicated 
by the ratio of customer connections per circuit kilometre (ICPs/km).

EDBs in the range from 7.3 to 12.5 connections per km of line were considered to be similar to 
Northpower in terms of the mix of urban and rural connections. Networks in the main centres, 
plus those in Invercargill and Nelson which are entirely urban networks, were excluded due to 
the high density of connections on those networks. Similarly, networks at the other end of the 
spectrum with very low densities of connections have been excluded. As a result, Northpower’s 
peer group has been determined as shown in Table 6 and Figure 9.

Table 6 Northpower's peer group

Number of 
Connections (ICPs)

Connections  
per km (ICPs/km)

Counties Power 39747 12.48

Unison Networks 111045 12.34

Powerco 330577 11.85

Waipa Networks 25099 11.75

Network Tasman 38535 10.79

Horizon Energy Distribution 24818 9.87

Northpower 57247 9.64

Top Energy 31025 7.73

Alpine Energy 31936 7.48

MainPower New Zealand 36811 7.42

Marlborough Lines 24870 7.35

Figure 9 Selection of Northpower's peer group of all EDBs in NZ (connections per km of line)
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