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34 BEGINNING OF AUDITED FINANCIAL STATEMENTS

Delta Electricity

STATEMENT OF FINANCIAL POSITION

As at 30 June 2005

Consolidated

2005

2004

2005

Parent Entity
2004

Note $000 $'000 $000 $'000
Current Assets
Cash Assets 5 43,057 23,463 42,676 23,458
Receivables 6(a) 82,933 84,418 82,643 84,416
Inventories 7 69,432 64,792 69,432 64,792
Other 8() 7,334 7,122 7,334 7,122
Total Current Assets 202,756 179,795 202,085 179,788
Non-Current Assets
Receivables 6(b) 1,143 1,960 7,222 5,939
Property, Plant and Equipment 9 1,656,142 1,674,685 1,656,142 1,674,685
Deferred Tax Assets 4(d) 20,310 19,381 20,310 19,381
Other 8(b) 11,857 1,227 6,711 23
Total Non-Current Assets 1,689,452 1,697,253 1,690,385 1,700,028
Total Assets 1,892,208 1,877,048 1,892,470 1,879,816
Current Liabilities
Payables 10(a) 94,202 94,825 93,995 94,843
Interest Bearing Liabilities 11(a) 40,390 39,883 40,390 39,883
Current Tax Liabilities 4(b) 19,535 10,150 19,535 10,150
Provisions 12(a) 135,381 85,703 135,381 85,703
Other 13(a) 316 1,373 316 1,373
Total Current Liabilities 289,824 231,934 289,617 231,952
Non-Current Liabilities
Payables 10(b) - 762 - 762
Interest Bearing Liabilities 11(b) 539,277 602,909 535,444 602,909
Deferred Tax Liabilities 4(c) 212,567 190,036 212,567 190,036
Provisions 12(b) 49,944 50,736 49,944 50,736
Other 13(b) - 75 - 75
Total Non-Current Liabilities 801,788 844,518 797,955 844,518
Total Liabilities 1,091,612 1,076,452 1,087,572 1,076,470
Net Assets 800,596 800,596 804,898 803,346
Equity
Contributed Equity 14(a) 175,376 175,376 175,376 175,376
Reserves 14(b) 577,088 577,088 577,088 577,088
Retained Profits 14(c) 48,132 48,132 52,434 50,882
Total Equity 800,596 800,596 804,898 803,346

The accompanying Notes form an integral part of these Financial Statements.



Delta Electricity

STATEMENT OF FINANCIAL PERFORMANCE

For the Year Ended 30 June 2005

Consolidated

2005

2004

2005

35

Parent Entity

2004

Note $'000 $'000 $'000 $'000
Revenue from Ordinary Activities 2 829,290 740,894 829,286 740,939
Expenses from Ordinary Activities 593,221 563,598 591,669 563,348
Borrowing Costs Expense 55,588 66,254 55,584 66,254
Profit from Ordinary Activities Before
Income Tax Expense 180,481 111,042 182,033 111,337
Income Tax Expense Relating to Ordinary Activities 4(a) 56,993 36,872 56,993 36,136
Profit from Ordinary Activities after
Related Income Tax Expense 123,488 74,170 125,040 75,201
Total revenues, expenses and valuation
adjustments recognised directly in equity - - - -
Total changes in equity other than those
resulting from transactions with owners as owners 123,488 74,170 125,040 75,201

The accompanying Notes form an integral part of these Financial Statements.
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Delta Electricity
STATEMENT OF CASH FLOWS

For Year Ended 30 June 2005

Consolidated Parent Entity
2005 2004 2005 2004
infiows s infiows s
Note (Outflows) (Outflows) (Outflows) (Outflows)
Cash Flows From Operating Activities
Cash Received in the Course of Operations 910,202 809,382 910,040 809,391
Interest Received 3,257 3,686 3,254 3,685
Cash Payments to Suppliers and Employees (633,416) (546,023) (631,620) (545,761)
Interest and Other Finance Costs Paid (60,850) (69,274) (60,846) (69,274)
Income Taxes Paid (26,006) (11,320) (26,006) (11,320)
Net Cash Provided/(Used) by Operating Activities 23(f) 193,187 186,451 194,822 186,721
Cash Flows from Investing Activities
Proceeds from Sale of Property, Plant and Equipment 6,403 1,528 6,403 1,528
Payments for Property, Plant and Equipment (38,800) (26,887) (38,800) (26,887)
Payments for Construction Work in Progress (3,941) (225) - -
Loans to Related Parties - - (2,120) (500)
Proceeds from Sale of Investments - 16,592 - 16,592
Net Cash Provided/(Used) by Investing Activities (36,338) (8,992) (34,517) (9,267)
Cash Flows from Financing Activities
Proceeds from Borrowings 3,832 36,053 - 36,053
Repayment of Borrowings (67,424) (176,057) (67,424) (176,057)
Dividends Paid (74,170) (63,069) (74,170) (63,069)
Net Cash Provided/(Used) by Financing Activities (137,762) (203,073) (141,594) (203,073)
Net Increase (Decrease) in Cash Held 19,087 (25,614) 18,711 (25,619)
Cash at the Beginning of the Financial Year 23,079 48,693 23,074 48,693
Cash at the End of the Financial Year 23(b) 42,166 23,079 41,785 23,074

The accompanying Notes form an integral part of these Financial Statements.
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are a general purpose financial report prepared in accordance with Australian Accounting
Standards, other authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues Group
Consensus Views, relevant sections of the New South Wales Public Finance and Audit Act 1983 and the New South
Wales Public Finance and Audit Regulation 2000, and requirements of the State Owned Corporations Act, 1989 (as
amended).

(a) Basis of Accounting

The financial statements have been prepared in accordance with the principles of accrual accounting and the
historical cost convention, and except where stated do not take into account current valuations on non-current
assets. Cost is based on the fair values of the consideration given in exchange for assets.

(b) Changes in Accounting Policies
Unless otherwise stated, the accounting policies adopted are consistent with those of the previous year.

(c) Principles of Consolidation

The consolidated financial statements incorporate the assets and liabilities of all entities controlled by Delta Electricity
(parent entity) as at 30 June 2005 and the results of all controlled entities for the year then ended. Delta Electricity and
its controlled entities together are referred to as the consolidated entity. The effect of all transactions between entities
in the consolidated entity are eliminated in full. Disclosure of the consolidated entity is only provided in the Notes
when information is different from that of the parent entity.

Delta Electricity has one controlled entity, Delta Electricity Australia Pty. Ltd, which is a wholly owned subsidiary.

(d) Contributed Equity

Delta Electricity commenced operations on 1 March 1996. Under the terms of a Ministerial Order signed by the
Honourable P.C. Scully Acting Minister for Energy and dated 1 March 1996, staff, assets, rights and liabilities were
transferred from Pacific Power to Delta Electricity.

The State Owned Corporations Act, 1989 (as amended), requires Delta Electricity to have two voting shareholders;
the Treasurer and another Minister, currently the Special Minister of State. Each shareholder holds one $1 share.

(e) Liability Management

During the year, Delta Electricity actively managed its interest bearing liabilities against a benchmark in accordance
with both Board approved policies and the Treasury Management Policy issued by New South Wales Treasury. New
South Wales Treasury Corporation stock, interest rate and currency swaps, forward rate agreements and interest rate
futures and options are available as a means of managing Delta Electricity’s interest rate exposures. All gains and
losses incurred in the use of these derivative instruments are recognised as part of borrowing costs in the Statement
of Financial Performance as incurred.
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(f) Property, Plant and Equipment

Property, plant and equipment is recognised at fair value in accordance with AASB1041 Revaluation of Non-Current
Assets and the New South Wales Treasury Accounting Policy for the Valuation of Physical Non-Current Assets at Fair
Value. Revaluations are made with sufficient regularity to ensure the carrying amount of property, plant and equipment
does not differ materially from its fair value at reporting date. Any valuation adjustments are subject to approval of the
Directors, irrespective of whether those values are determined internally or by independent valuation.

Revaluation increments are generally credited directly to the asset revaluation reserve. A revaluation increment is only
recognised immediately as revenue when the increment reverses a revaluation decrement, in respect of a class of
asset, previously recognised as an expense in the Statement of Financial Performance.

Revaluation decrements are generally recognised immediately as expenses in the Statement of Financial
Performance. A revaluation decrement is only recognised as a debit to the asset revaluation reserve when a credit
balance for the same class of assets exists in the asset revaluation reserve.

Revaluation increments and decrements are offset against one another within a class of property, plant and
equipment, but not otherwise.

Depreciation is calculated on a straight-line basis to write off the net cost or revalued amount of each item of property,
plant and equipment (excluding land) over its expected useful life. Estimates of remaining useful lives are made on a
regular basis for all assets, with annual reassessments for major items.

The expected useful lives of property, plant and equipment is 50 years for operating power stations (2004: 50 years)
and ranges from 5 to 30 years for other property, plant and equipment (2004: 5 to 30 years). Information technology
software is depreciated over 2.5 years (2004: 2.5 years).

Major spares purchased specifically for particular plant are capitalised and depreciated on the same basis as the plant
to which they relate.

Where material items of plant and equipment have separately identifiable components which are subject to regular
replacement, those components are assigned useful lives distinct from the item of plant and equipment to which they
relate.

(9) Borrowing Costs

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings, amortisation of
ancillary costs incurred in connection with arrangement of borrowings, and gains and losses incurred in the use of
derivative instruments for the management of interest rate exposure related to borrowed funds.

Discount and premium on borrowings is in the nature of an adjustment to the cost of borrowing. Any discount or
premium on borrowings is amortised over the term of the loans, with the amount applicable to each year being
included in the Statement of Financial Performance as part of Delta Electricity’s borrowing costs for that year. The
interest bearing liabilities amounts appearing in the Statement of Financial Position are net of amortisation. Refer to
Note 11.

(h) Assets Under Construction

Costs associated with borrowings specifically financing assets under construction are capitalised up to the date of
completion of each asset to the extent those costs are recoverable. No borrowing costs were capitalised for the
parent entity during the 2004/05 financial year. Delta Electricity Australia Pty. Ltd capitalised $1,271,000 in borrowing
costs during 2004/05 (2004: $10,000).
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

() Employee Benefits

The liability for wages and salaries at reporting date is recognised in current payables. The liability includes unpaid
wages and salaries at reporting date and performance/business success payments related to the 2004/05 financial
year. The liability is measured at the amounts expected to be paid when the liability is settled. The liability for wages
and salaries is normally settled within 7 days of reporting date, while the liability for performance/business success
payments is settled within two months of reporting date.

Delta Electricity makes provision through its Statement of Financial Performance for its liability in respect of employee
benefits for annual leave and long service leave. A calculation of the liability at reporting date is made each year for
annual leave and long service leave employee benefits.

The basis of the liabilities and contributions are:

(i) For annual leave, the liability represents the amount which Delta Electricity has a present obligation to pay
resulting from employees’ services provided up to reporting date. The provision has been calculated at nominal
amounts based on expected future salary rates and includes related oncosts.

(i) For long service leave, the liability represents the present value of expected future payments for long service
leave, including projected remuneration rates. Associated oncosts are also included.

Superannuation entitlement details are provided in Note 15(b).

() Cash Management
Cash management funds are stated at market values calculated by Delta Electricity’s funds manager by referencing
specific market quoted prices/yields prevailing at reporting date. Refer to Note 5.

Income earned from cash management funds is included as revenue in the Statement of Financial Performance.

(k) Insurance

Delta Electricity is a self-insurer for certain risks, while other risks are insured externally. In accordance with AASB1044
Provisions, Contingent Liabilities and Contingent Assets, the insurance provision in the Statement of Financial Position
reflects the present obligation to settle amounts as a result of past transactions or events. There is some degree of
uncertainty about the timing of the future payment and/or the amount to be paid.

() Dividends

Provision is made for the amount of any dividend declared, determined or publicly recommended. Delta Electricity
determines the level of dividend for the current financial year prior to reporting date as part of the Statement of
Corporate Intent process. The Statement of Corporate Intent is a performance agreement between the Delta
Electricity Board and the shareholders.

(m) Inventory Valuation
Inventories are carried at the lower of cost and net realisable value. Cost is allocated on an average basis for stores
and materials and on a weighted average cost per tonne/litre basis for coal and other fuel stocks.

(n) Taxation

Tax effect accounting procedures are followed whereby the income tax expense in the Statement of Financial
Performance is matched with the accounting profit after allowing for permanent differences. To the extent timing
differences occur between the time items are recognised in the Statement of Financial Performance and when items
are taken into account in determining taxable income, the net related taxation benefit or liability, calculated at current
rates, is disclosed as a deferred tax asset or a provision for deferred income tax. The deferred tax asset relating to tax
losses and timing differences is not carried forward as an asset unless the benefit is virtually certain of realisation.
Income tax payments are made to the New South Wales Office of State Revenue under the National Tax Equivalent
Regime (NTER).

Delta Electricity and its wholly resident subsidiary, Delta Electricity Australia Pty. Ltd formed a tax consolidated group
on 1 July 2003 and are taxed as a single entity for the purposes of income tax.

Members of the group have entered into a tax sharing arrangement in order to limit the joint and several liability of
each member of the tax consolidated group to their share of the head entity’s tax liability should the head entity
default on its tax payment obligations. At the balance date, the possibility of default of taxes is remote.

In addition, there is a tax indemnity deed between the members of the group whereby the head entity agrees to
indemnify and hold the subsidiary entity harmless against all and any obligations related to income taxes.
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(o) Foreign Currency Translation

Transactions denominated in a foreign currency are converted at the exchange rate at the date of the transaction.
Foreign currency receivables and payables at reporting date are translated at exchange rates current at reporting
date. Exchange gains and losses are brought to account in determining the profit or loss for the year.

Exchange gains and losses arising on forward foreign exchange contracts entered into as hedges of specific
commitments together with unrealised exchange gains and losses resulting from these transactions are deferred

in the Statement of Financial Position and included in the determination of the amounts at which the hedged
transactions are brought to account. The amounts receivable and payable for the forward foreign exchange contracts
are also recorded in the Statement of Financial Position.

Where a hedging transaction is terminated prior to its maturity date and the hedged transaction is still expected to
occur, any gains or losses realised are deferred and included in the measurement of the hedged transaction when
it occurs. Where a hedging transaction is terminated prior to maturity because the hedged transaction is no longer
expected to occur, any gains or losses together with previously deferred gains or losses are recognised in the
Statement of Financial Performance at the date of termination.

Exchange gains and losses relating to other hedge transactions are brought to account in the same period as the
exchange rate movement. Costs on such contracts are amortised over the life of the hedge contract.

(p) Segment Reporting
Delta Electricity is an electricity generation corporation that operates in a single business and geographical segment.
All production facilities are located in New South Wales.

(9) Revenue

Revenue from operating activities represents revenue earned from the sale of electricity and is recognised as it
accrues. Revenue from outside operating activities includes rent and interest income on funds which are recognised
as they accrue, gross proceeds on sale of non current assets which is brought to account on sale of the asset, and
other miscellaneous income and proceeds from other operations which are recognised on performance of the service
or delivery of the goods. Revenue is reported in Note 2.

(r) Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where
the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO). In these circumstances, the
GST is recognised as part of the cost of acquisition of the asset or as part of the item of expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from,
or payable to the ATO is included as a current asset or liability in the Statement of Financial Position. Cash flows are
included in the Statement of Cash Flows on a gross basis.

(s) Generating Costs

Generating costs represent all costs (raw materials, labour and overheads) associated with the production of
electricity for sale in the National Electricity Market. Specific items requiring separate disclosure have been reported
individually in Note 3.

(t) Comparative Figures
Where necessary, comparative information has been reclassified to enhance comparability in respect of changes in
presentation adopted in the current year.

(u) Rounding of Amounts
Amounts shown in the financial statements have been rounded to the nearest thousand dollars except where the
disclosure of whole dollar amounts is appropriate.
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

Consolidated Parent Entity
2005 2004 2005 2004
$000 $'000 $000 $'000

2. REVENUE FROM ORDINARY ACTIVITIES
Revenue from Operating Activities
Sale of Electricity 802,367 724,210 802,367 724,210
Revenue from Outside Operating Activities
Rent 174 183 174 183
Interest 3,374 3,672 3,370 3,671
Proceeds from Sale of Non-Current Assets 6,403 1,420 6,403 1,420
Proceeds from Other Operations 1,940 1,787 1,940 1,787
Miscellaneous 3,096 1,678 3,096 1,724
Revenues from Ordinary Activities
Considered Individually Significant
Adjustments in Defined Benefit Superannuation Funds 11,936 7,944 11,936 7,944
Revenue from Ordinary Activities 829,290 740,894 829,286 740,939
3. EXPENSES FROM ORDINARY ACTIVITIES
Expenses from Ordinary Activities
Generating Costs 508,596 482,568 507,046 482,568
Depreciation:

— Buildings 8,849 8,808 8,849 8,808

— Plant and Equipment 51,082 51,660 51,082 51,660

— Motor Vehicles 77 715 77 715
Depreciated Value of Non-Current Assets Sold 1,535 1,248 1,535 1,248
Superannuation Expenses 9,084 7,833 9,084 7,833
Provision for Employee Benefits 9,951 7,897 9,951 7,897
Write Down in Value of Inventories 386 27 386 27
Operating Lease Rental Expense 719 1,011 719 1,011
Auditors’ Remuneration 149 151 147 149
Directors’ Remuneration 439 421 439 421
Consultants Fees 1,100 589 1,100 589
Other Expenses 614 670 614 422
Expenses from Ordinary Activities 593,221 563,598 591,669 563,348

The net gain on disposal of property, plant and equipment was $4,868,000 (2004: $172,000).

Auditors’ Remuneration paid or payable in respect to the Audit of the 2004/05 financial statements is $157,000
(2004: $142,000).
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

Consolidated Parent Entity
2005 2004 2005 2004
$°000 $°000 $°000 $°000

4. INCOME TAX

(@) Income Tax Expense
The income tax on the profit from ordinary activities

differs from the amount prima facie payable on that
profit as follows:

Prima facie income tax on the profit from
ordinary activities at 30% (2004: 30%) 54,144 33,313 54,610 33,401

Tax effect of differences which:
Reduce tax payable due to:

— Research and development (13) (13) (13) (13)
— Non Assessable Income - - - (13)
— Employer Superannuation (3,229) (2,297) (3,229) (2,297)

Increase tax payable due to:
— Depreciation on Property, Plant and

Equipment (revalued) 5,904 5,904 5,904 5,904
- Entertainment Expenses 7 5 7 5
— Derecognition of Future Income Tax Benefit

no longer available - 12 - 12

Impacts of Tax Consolidation:

Initial recognition of deferred tax balances of

wholly owned subsidiary on implementation

of the tax consolidation system - - - (736)
Current and deferred taxes relating to transactions,

events and balances of wholly-owned subsidiary

in the tax consolidated group - - (466) (75)

Under/(over) provision in prior year 180 (52) 180 (52)

Income tax expense relating to profit from
ordinary activities 56,993 36,872 56,993 36,136

Income tax expense relating to profit from
ordinary activities is made up of:

Income Tax Paid 26,006 16,078 26,006 16,078
Provision for Income Tax 9,385 9,907 9,385 9,907
Provision for Deferred Income Tax 22,531 11,654 22,531 11,654
Deferred Tax Assets (929) (767) (929) (1,503)

56,993 36,872 56,993 36,136
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

Consolidated Parent Entity
2005 2004 2005 2004
$°000 $'000 $°000 $'000

4. INCOME TAX (CONTINUED)

(b) Current Tax Liabilities
Provision for Income Tax 19,535 10,150 19,535 10,150

19,5635 10,150 19,5635 10,150

(c) Non-Current Deferred Tax Liabilities
Provision for Deferred Income Tax 212,567 190,036 212,567 190,036

212,567 190,036 212,567 190,036

Provision for Deferred Income Tax comprises the estimated deferred expense at the applicable rate
of 30% (2004:30%).

(d) Non-Current Deferred Tax Assets
Deferred Tax Assets 20,310 19,381 20,310 19,381

20,310 19,381 20,310 19,381

Deferred Tax Assets comprises the estimated future benefit at the applicable rate of 30% (2004:30%).
5. CASH ASSETS

Bank 474 326 93 321
Cash Management Funds 42,583 23,137 42,583 23,137

43,057 23,463 42,676 23,458

6. RECEIVABLES

(a) Current
Trade Debtors 78,835 77,679 78,835 77,679
Other Debtors 4,098 6,739 3,808 6,737

82,933 84,418 82,643 84,416

(b) Non-Current

Advance to Wholly Owned Subsidiary - - 6,079 3,979
Other Debtors 1,143 1,960 1,143 1,960
1,143 1,960 7,222 5,939

Trade and other debtors are carried at nominal amounts due less any provision for doubtful debts. Collectibility from
debtors is reviewed on an ongoing basis and a provision for doubtful debts is recognised when reasonable doubt
exists about the collectibility of the amount. There were no doubtful debts at reporting date (2004: $Nil).

Trade debtors incorporates electricity sales activities with participants in the National Electricity Market. Funds from
trade debtors are receivable by no later than 21 working days after completion of the billing period. Board policies are
in place for determining eligible counterparties and limits applying to those parties.

Current other debtors incorporate miscellaneous non-core activities undertaken by Delta Electricity and receivables
due on forward foreign exchange contracts hedging specific commitments. Amounts for miscellaneous non-core
activities are due 30 days after invoicing while receivables on forward foreign exchange contracts are due to settle
within one year of reporting date.

Advance to wholly owned subsidiary represents the advance of funds to Delta Electricity Australia Pty. Ltd in
accordance with the terms of a joint venture arrangement to develop renewable energy plant. The advance is
presently interest free and there are no set repayment terms.

Non-current other debtors represent debtors with terms greater than one year from reporting date and receivables
due on forward foreign exchange contracts hedging specific commitments which settle more than one year after
reporting date.
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

Parent Entity

2005 2004
$000 $'000
7. INVENTORIES
Stores and Materials 31,597 30,720
Coal Stocks 36,409 33,026
Other Fuel Stocks 1,426 1,046
69,432 64,792
Consolidated Parent Entity
2005 2004 2005 2004
$000 $'000 $000 $'000
8. OTHER ASSETS
(@) Current
Refundable Security Deposit 5,530 6,261 5,530 6,261
Prepayments 699 713 699 713
Deferred Foreign Exchange Losses and Costs 195 146 195 146
Miscellaneous 910 2 910 2
7,334 7,122 7,334 7,122
(b) Non-Current
Deferred Foreign Exchange Losses and Costs - 23 - 23
Construction Work In Progress 5,146 1,204 - -
Prepaid Superannuation 6,711 - 6,711 -
11,857 1,227 6,711 23

A refundable security deposit has been provided to satisfy a requirement under Delta Electricity’s self insurer’s licence
for workers’ compensation. This deposit can be redeemed in exchange for a bank guarantee.

9. PROPERTY, PLANT AND EQUIPMENT

(@) Valuation of Property, Plant and Equipment

Property, plant and equipment was revalued to fair value on 1 July 2002. The revaluation was based on an
independent valuation managed by Deloitte Touche Tohmatsu. A subsequent assessment of fair value was
undertaken during 2004/05, and it was determined that the written down value of property, plant and equipment was
not materially different from fair value.
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

9. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

(b) Reconciliation of written down value for asset classes
Parent Entity

2005 2004
$000 $'000
Land
At fair value 26,282 23,400
Total Land 26,282 23,400
Buildings
Power Stations
At fair value 262,746 262,746
Less: accumulated depreciation (22,769) (15,147)
Total power stations 239,977 247,599
Other Buildings
At fair value 28,990 28,991
Less: accumulated depreciation (3,678) (2,452)
Total other buildings 25,312 26,539
Total Buildings 265,289 274,138
Plant and Equipment
Power Stations
At fair value 1,436,723 1,403,403
Less: accumulated depreciation (129,794) (85,333)
Total power stations 1,306,929 1,318,070
Other Plant and Equipment
At fair value 80,844 74,942
Less: accumulated depreciation (23,202) (15,865)
Total other plant and equipment 57,642 59,077
Total Plant and Equipment 1,364,571 1,377,147
Total Written Down Value of Property, Plant and Equipment 1,656,142 1,674,685

The above table includes work in progress for plant and equipment of $48.6 million (2004: $40.5 million).

(c) Reconciliation of 2005 movements in asset classes:

Land  Power Stations Other  Power Stations Other Total

— Buildings — Buildings — Plant and — Plant and

Equipment Equipment
$'000 $'000 $'000 $'000 $'000 $'000
Carrying amount at beginning of year 23,400 247,599 26,539 1,318,070 59,077 1,674,685
Additions 3,005 - - 33,321 7,339 43,665
Disposals/Write-offs (123) - - - (1,437) (1,560)
Depreciation Expense - (7,622) (1,227) (44,462) (7,337) (60,648)

Carrying amount at end of year 26,282 239,977 25,312 1,306,929 57,642 1,656,142
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Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

Consolidated Parent Entity
2005 2004 2005 2004
$000 $000 $000 $'000
10. PAYABLES
(@) Current
Accounts Payable 83,754 80,820 83,547 80,838
Other Creditors 10,448 14,005 10,448 14,005

94,202 94,825 93,995 94,843

(b) Non-Current
Other Creditors - 762 - 762

- 762 - 762

Accounts payable represents amounts to be paid in the future for goods received and services provided at
reporting date. These liabilities are usually settled within 42 days. Current other creditors represents interest due

on borrowings which are payable within 6 months and amounts payable on forward foreign exchange contracts
initiated as a specific hedge of future transactions due to settle within one year of reporting date. Non-current other
creditors represents amounts payable on forward foreign exchange contracts initiated as a specific hedge of future
transactions due to settle greater than one year from reporting date.

Consolidated Parent Entity
2005 2004 2005 2004
$°000 $'000 $000 $'000

11. INTEREST BEARING LIABILITIES

(a) Current
NSW Treasury Corporation Short-Term Loans 40,390 39,883 40,390 39,883
40,390 39,883 40,390 39,883

(b) Non-Current

NSW Treasury Corporation Loans 535,444 602,909 535,444 602,909

Bank Loans 3,833 - - -
539,277 602,909 535,444 602,909

At reporting date, Delta Electricity had Executive Council approval to borrow up to $1,000 million
(2004: $1,000 million).

Maturing loans may be re-financed if the borrowing limit is not exceeded. As such, Interest Bearing Liabilities, initially
deemed as non-current, with less than one year to maturity have been classified as non-current. At reporting date,
$90,516,000 was classified as non-current due to mature within one year (2004: Nil)

Premium on domestic loans issued by New South Wales Treasury Corporation amounted to $6,074,172
(2004: $7,903,000). Refer to Note 1(g).
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Parent Entity

2005 2004
$000 $'000

12. PROVISIONS

(a) Current

Dividend 123,488 74,170

Employee Benefits 10,074 9,940

Insurance 1,819 1,693
135,381 85,703

(b) Non-Current

Employee Benefits 35,709 31,687

Superannuation - 4,051

Insurance 14,235 14,998

49,944 50,736

On 31 August 1996, Delta Electricity obtained a Self Insurer’s licence for Workers” Compensation. In accordance
with the licence conditions Delta Electricity has a current provision of $607,000 (2004: $889,000) and a non-current
provision of $3,360,000 (2004: $3,402,000) for workers’ compensation included in the Insurance Provision.

(c) Movements in Provisions
Movements in each class of provision during the financial year, other than employee benefits and superannuation,
are set out below:

2005
$'000
Current

Dividend Insurance Total
Carrying amount at start of year 74,170 1,598 75,763
Add: Additional provision 123,488 2,080 125,568
Less: Payments (74,170) (1,854) (76,024)
Carrying amount at end of year 123,488 1,819 125,307

Non-Current
Insurance Total
Carrying amount at start of year 14,998 14,998
Less: Adjustment to assessed liability (763) (763)

Carrying amount at end of year 14,235 14,235
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Parent Entity

2005

2004

$000 $'000
13. OTHER LIABILITIES
(@) Current
Retentions 72 661
Deferred Foreign Exchange Gains 2 570
Miscellaneous 242 142
316 1,373
(b) Non-Current
Deferred Foreign Exchange Gains - 75
- 75
Consolidated Parent Entity
2005 2004 2005 2004
$000 $'000 $000 $'000
14. EQUITY
(a) Contributed Equity
Balance at beginning of year 175,376 175,376 175,376 175,376
Return of Contributed Equity to Shareholder - - - -
Contributed Equity at end of year 175,376 175,376 175,376 175,376
(b) Reserves
Asset Revaluation Reserve
Balance at beginning of year 577,088 577,088 577,088 577,088
Increment/(Decrement) on Valuation of Property,
Plant and Equipment - - - -
Asset Revaluation Reserve at end of year 577,088 577,088 577,088 577,088
(c) Retained Profits
Balance at beginning of year 48,132 48,132 50,882 49,851
Profit from Ordinary Activities after
Related Income Tax Expense 123,488 74,170 125,040 75,201
Dividends provided for or paid (123,488) (74,170)  (123,488) (74,170)
Retained Profits at end of year 48,132 48,132 52,434 50,882
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15. EMPLOYEE BENEFITS AND SUPERANNUATION
(a) Employee Benefits
The aggregate employee benefit liability is composed of:

Parent Entity
2004

$000 $'000
Accrued Wages and Salaries 4,058 2,817
Provision for Employee Benefits — Current 10,074 9,940
Provision for Employee Benefits — Non-Current 35,709 31,687

49,841 44,444

Accrued wages and salaries includes performance and business success payments that are part of formal
agreements with employees.

(b) Superannuation

Defined benefit superannuation schemes are administered by Pillar Administration on behalf of the SAS Trustee
Corporation (STC). An actuarial review of superannuation liabilities for the defined benefit schemes was carried out by
Mercer as at 30 June 2005.

The economic assumptions used in calculating the gross superannuation liability of the various defined benefit
schemes as at 30 June 2005 was as follows:

2005/06 2006/07 Thereafter

% pa % pa % pa

Investment Return 7.0 7.0 7.0
Salary Growth Rate 4.0 4.0 4.0
Consumer Price Index 2.5 2.5 2.5

Assumptions with regard to rates of mortality, resignation, retirement and other demographics are those that were
used in the 2003 triennial valuation.

Payments to Pillar Administration for the State Superannuation Scheme (SSS), State Authorities Superannuation
Scheme (SASS) and State Authorities Non-Contributory Superannuation Scheme (SANCS) totalled $6.9 million for the
financial year (2004: $6.6 million).

The position of the defined benefit schemes are as follows:

Parent Entity
SASS SANCS SSS 2005 2004

$000 $000 $000 $000 $'000
Assessed Gross Liability as at 30 June 45,966 14,588 98,008 158,562 145,760
Less: Investment Reserve Account Balance (44,059) (13,757)  (107,457)  (165,273)  (141,709)
Unfunded Liability / (Prepaid Contributions) 1,907 831 (9,449) 6,711) 4,051

The net prepaid position of $6.7 million is recognised as a non-current other asset in the Statement of Financial
Position.

The net movement in the defined benefit superannuation schemes unfunded liability for the period in respect of the
above three funds was an improvement of $10.8 million (2004: improvement of $7.7 million). This is explained by
superannuation expenses ($8.0 million) which represents the expected expense, an individually significant revenue
item ($11.9 million) which represents the unexpected movement due to investment performance exceeding
benchmark (Note 2), and cash contributions ($6.9 million).
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Consolidated Parent Entity
2005 2004 2005 2004
$'000 $000 $'000 $000
16. EXPENDITURE COMMITMENTS
Expenditure contracted for at reporting date but not
recognised as liabilities in the Statement of Financial Position:
(a) Capital
Payable no later than one year 64,096 4,081 10,979 4,081
Payable later than one, not later than 5 years 35,339 2,717 146 2,717
Payable later than 5 years - - - -
99,435 6,798 11,125 6,798
(b) Operating (excluding lease commitments)
Payable no later than one year 17,332 14,191 17,316 14,191
Payable later than one, not later than 5 years 14,693 27,627 12,738 27,527
Payable later than 5 years 2,255 - - -

34,280 41,718 30,054 41,718

Delta Electricity expects to receive input tax credits from the Australian Taxation Office totalling $3,632,000 for Goods
and Services Tax paid for these commitments.

17. OPERATING LEASE COMMITMENTS
Future operating lease rentals contracted for at reporting date but not recognised as liabilities in the Statement of
Financial Position:

Consolidated Parent Entity
2005 2004 2005 2004
$000 $000 $000 $'000
Payable no later than one year 814 779 807 779
Payable later than one, not later than 5 years 2,168 2,945 2,138 2,945
Payable later than 5 years 296 - - -
3,278 3,724 2,945 3,724

Delta Electricity leases office accommodation under an operating lease expiring in December 2008. There is no option
for renewal at the end of the lease period. Delta Electricity expects to receive input tax credits from the Australian
Taxation Office totalling $221,000 for Goods and Services Tax paid for these commitments.

18. CROSS BORDER LEASE

Delta Electricity has entered into several arrangements designed to optimise investment in Mt Piper Power Station.
These arrangements have been executed through a series of agreements which in legal form constitute lease,
prepayment and deposit transactions. These arrangements will run until 2 January 2020 and include options allowing
Delta Electricity to purchase the assets at the end of the term. The substance and commercial effect of these
transactions is to leave Delta Electricity with uninterrupted use and control of the associated infrastructure (subject to
the satisfaction of the transaction’s contractual obligations), which remains on the Statement of Financial Position. The
benefits derived by Delta Electricity were brought to account on inception of the arrangement.

No significant credit risk or concentration of credit risk arises as a consequence of these arrangements.

19. CONTINGENT LIABILITIES AND CONTINGENT ASSETS
There were no known contingent liabilities or contingent assets in existence at reporting date.

20. CONTROLLED ENTITIES

Delta Electricity acquired the two issued $1 ordinary shares of Delta Electricity Australia Pty. Ltd in 1997.

The wholly owned subsidiary commenced commercial operations in 2002/03.

Delta Electricity’s subsidiary Delta Electricity Australia Pty. Ltd has entered into various agreements in respect of the
Sunshine Electricity Joint Venture for the construction of co-generation plant at Condong and Broadwater. The terms

of the construction and security agreements require Delta Electricity to make funding available to meet Delta Electricity
Australia Pty. Ltd’s contributions to total project costs.

Delta Electricity has received approval from NSW Treasury to invest up to $43.8 million in Delta Electricity Australia
Pty. Ltd for the purpose of the Sunshine Electricity Joint Venture.
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21. SUNSHINE ELECTRICITY JOINT VENTURE POWER PURCHASE AGREEMENT

Delta Electricity has entered into a fifteen year Power Purchase Agreement with Sunshine Electricity Joint Venture
to purchase electricity and renewable energy certificates from co-generation plant to be constructed at northern
New South Wales sugar milling plants located at Condong and Broadwater. The Power Purchase Agreement only
becomes operable when the co-generation plants achieve a prescribed level of technical performance.

Under the terms of the Power Purchase Agreement it is possible that Delta Electricity may incur a liability in respect of
a minimum electricity charge payable to Sunshine Electricity Joint Venture in a limited range of events relating to co-
generation fuel availability and suppressed electricity and renewable energy certificate prices. The probability is remote
and any assessment of such a liability could only be undertaken at the time of a minimum electricity payment event
as it would be dependent on projections of co-generation production volumes and electricity and renewable energy
certificate prices prevailing at the time.

22. FINANCIAL INSTRUMENTS
(a) Financial Instruments

Swaps, Forward Rate Agreements, and Futures

Delta Electricity has a portfolio of debt consisting of short, medium and long-term borrowings. This debt is used to
service the asset structure and ongoing activities of the organisation. Delta Electricity has identified interest rate risks
associated with its debt portfolio. In managing the risks in accordance with Board approved limits, the organisation
will be and is involved in derivative financial instruments. Derivative financial instruments including swaps, forward rate
agreements, interest rate futures and forwards are used to alter and modify the natural risks inherent in the Statement
of Financial Position.

The nominal principal amounts and periods of expiry for interest rate futures held at reporting date were:
Parent Entity
2005 2004
$°000 $'000
Less than one year® (59,900) -

One to five years* - _

* positive amount indicates bought futures; negative amount indicates sold futures.

Forward Foreign Exchange Contracts

In the normal course of business, Delta Electricity is required to purchase goods or services from overseas which
require settlement in the supplier’s currency. Under Board approved policies, Delta Electricity hedges specific material
foreign exchange commitments by use of forward foreign exchange contracts to protect the organisation from the
effect of future exchange rate fluctuations. The contracts are timed to mature when overseas payments are made
with any gain or loss realised being included in the measurement of the purchase.

Amounts receivable and payable on open contracts are included in other debtors and payables in the Statement of
Financial Position.

At reporting date, Delta Electricity had 12 (2004: 15) forward foreign exchange contracts. The values of these
contracts are outlined in the table below:

Parent Entity

2005 2004

Number of Currency Number of Currency
Currency Contracts Value Contracts Value
uSD 1 58,353 3 114,934
EUR 7 1,180,551 1 28,946
GBP 4 278,147 8 1,706,347
JPY 0 - 2 143,313,030
CHF 0 - 1 138,269

The contracts are showing an unrealised loss of $150,000 (2004: unrealised gain $506,000) and all are expected to
mature in the next 12 months when payment for goods or service occurs.

Electricity Hedging Contracts

In the normal course of business, Delta Electricity enters into various types of hedging contracts with electricity
market counterparties to manage the risks associated with fluctuations in wholesale electricity market prices. These
contracts are undertaken in accordance with Board approved policies.
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22. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit Risk Exposures

The credit risk on financial assets which have been recognised on the Statement of Financial Position is generally the
carrying amount, net of any provision for doubtful debts. The recognised financial assets of the Corporation include
amounts receivable from government owned agencies (88.6%) and other debtors (11.4%).

The credit risk associated with electricity contracts is mitigated through the application of limits determined by a

Board approved policy. These limits are based on the credit rating of the counterparty. In the absence of an acceptable
public credit rating an internal credit rating is assigned on the advice of an external credit assessment specialist.

The aggregate exposure on open electricity contracts at reporting date was $149.3 million (2004: $187.0 million).

Credit risk also arises from potential counterparty default on forward foreign exchange contracts and other derivative
instruments. The Australian dollar value of this exposure at reporting date was $Nil (2004: $510,000).

(c) Interest Rate Risk Exposures and Net Fair Values
The consolidated entity exposure to interest rate risk for financial instruments and the aggregate net fair values of
financial assets and liabilities at 30 June 2005 are:

Fixed interest and Electricity

Floating hedging contracts maturing in Non-interest Carrying Aggregate
Interest <1 Year 1-5 years > 5 years Bearing Amount  Net Fair Value
$°000 $000 $000 $°000 $000 $000 $000
Financial Assets
Cash 43,053 4 43,057 43,057
Trade Debtors 78,835 78,835 78,835
Other Debtors
— Current 1,492 1,492 1,492
— Non Current 15 1,128 1,143 1,143
Forward Foreign
Exchange Contracts 2,606 2,606 2,606
Other Miscellaneous
— Current 910 5,530 195 6,635 6,635
— Non Current
Financial Liabilities
Accounts Payable 83,754 83,754 83,754
Other Creditors 7,650 7,650 7,650
Forward Foreign
Exchange Contracts 2,798 2,798 2,798
Interest Bearing
Liabilities 3,833 130,906 139,135 305,793 579,667 605,205
Off — Statement of
Financial Position
Financial Instruments
Financial Assets
Futurest# 919 919
Electricity Hedging
Contracts
(non-interest bearing)* 502,560 444,092 946,652 (10,834)
Financial Liabilities
Interest Rate Swaps” 70,000 (70,000) (1,955)
Futures* (59,900) (910) (910)

* Notional Face Value

A Notional principal amount — positive amount indicates interest is receivable; negative amount indicates interest is payable. Negative aggregate net fair value
indicates the cost to terminate the transaction.

# Notional principal amount — positive amount indicates bought futures; negative amount indicates sold futures. Carrying amount included in Current Accounts
Payable/Receivable as applicable.
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22. FINANCIAL INSTRUMENTS (CONTINUED)

(c) Interest Rate Risk Exposures and Net Fair Values (Continued)
The consolidated entity exposure to interest rate risk for financial instruments and the aggregate net fair values of
financial assets and liabilities at 30 June 2004 were:

Fixed interest and Electricity

Floating hedging contracts maturing in Non-interest Carrying Aggregate
Interest <1 Year 1-5 years > 5 years Bearing Amount  Net Fair Value
$°000 $000 $000 $000 $°000 $000 $°000
Financial Assets
Cash 23,459 4 23,463 23,463
Trade Debtors 77,679 77,679 77,679
Other Debtors
— Current 790 790 790
Other Debtors
— Non Current 20 1,128 1,148 1,148
Forward Foreign
Exchange Contracts 6,762 6,762 6,762
Other Miscellaneous
— Current 6,261 146 6,407 6,407
Other Miscellaneous
— Non Current 24 24 24
Financial Liabilities
Accounts Payable 80,840 80,840 80,840
Other Creditors 8,481 8,481 8,481
Forward Foreign
Exchange Contracts 6,286 6,286 6,286
Interest Bearing
Liabilities 39,883 292,525 310,384 642,792 660,779
Other Miscellaneous
— Current 710 710 710
Other Miscellaneous
— Non Current 75 75 75
Off — Statement of
Financial Position
Financial Instruments
Financial Assets
Electricity Hedging
Contracts
(non-interest bearing)* 473,536 669,338 2,860 1,145,734 29,273

*Notional Face Value

The weighted average interest exposure on financial assets is 5.6% (2004: 5.2%), while weighted average interest
exposure incorporating a government guarantee fee on financial liabilities is 8.3% (2004: 8.8%).

The carrying amount approximates the net fair value for cash, all debtors, other miscellaneous, accounts payable and
other creditors.

The net fair values of interest bearing liabilities have been determined by Delta Electricity’s treasury service provider
who uses a discounted cash flow methodology to market value the financial instruments. The discount rate used is
based on the zero curve derived from market rates prevailing at reporting date.

The net fair value of futures represents the margin call at reporting date.

The net fair value of interest rate swaps represents the amount Delta Electricity would expect to receive or pay on the
termination of contracts at reporting date.

The net fair value of forward foreign exchange contracts payables and receivables is the amount Delta Electricity
would expect to pay or receive on termination of contracts at reporting date.

The net fair value of electricity hedging contracts represents a best estimate of the amount Delta Electricity would
expect to receive or pay on termination or replacement of the contracts at reporting date and has been calculated
using a forward market price based on internal and external price information. The net fair value has been determined
after discounting cash flows using Delta Electricity’s weighted average cost of capital.

No financial assets are carried at values in excess of their net fair value at reporting date.
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22. FINANCIAL INSTRUMENTS (CONTINUED)

(d) Total Debt Maturity Table
Total debt outstanding and maturity at reporting date is as follows:

Consolidated Parent Entity
2005 2004 2005 2004
$000 $000 $000 $'000
Up to one year 130,906 39,883 130,906 39,883
Over one and up to two years - 135,429 - 135,429
Over two years and up to five years 142,968 157,096 139,135 157,096
Over five years 305,793 310,384 305,793 310,384

579,667 642,792 575,834 642,792

23. NOTES TO THE STATEMENT OF CASH FLOWS

(a) Cash

For the purposes of the Statement of Cash Flows, cash includes cash on hand, deposits held at call with financial
institutions and investments in money market instruments, net of outstanding bank overdrafts and borrowings which
are used in the cash management function on a day to day basis. It also includes investments held as part of the daily
cash management function.

(b) Reconciliation of Cash
Cash at the end of the period as shown in the Statement of Cash Flows is reconciled to the related items in the
Statement of Financial Position as follows:

Consolidated Parent Entity
2005 2004 2005 2004
$000 $'000 $000 $'000
Cash Assets 43,057 23,463 42,676 23,458
Current Interest Bearing Liabilities (891) (384) (891) (384)
Balance as per Statement of Cash Flows 42,166 23,079 41,785 23,074

(c) Dividends and Taxes
No dividends were received during the period. Dividends paid by Delta Electricity during the period amounted to $74.2
million (2004: $63.1 million). Tax equivalent payments for the year were $26.0 million (2004: $11.3 million).

(d) Acquisitions and Disposal of Entities
There were no acquisitions or disposals during the year.

Consolidated Parent Entity
2005 2004 2005 2004
$000 $'000 $000 $'000

(e) Financing Arrangements

Facilities Available

Bank Overdraft 2,000 2,000 2,000 2,000

NSW Treasury Corporation Loans 1,000,000 1,000,000 1,000,000 1,000,000

Bank Loans 70,000 - - -

Bank Guarantees 100 100 100 100

Total Available 1,072,100 1,002,100 1,002,100 1,002,100

Facilities Utilised

Bank Overdraft - - - -

NSW Treasury Corporation Loans 575,834 642,792 575,834 642,792

Bank Loans 3,833 - - -

Bank Guarantees 100 100 100 100

Total Utilised 579,767 642,892 575,934 642,892




55

Delta Electricity
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

Consolidated Parent Entity
2005 2004 2005 2004
$000 $'000 $000 $'000
23. NOTES TO THE STATEMENT OF CASH FLOWS (CONTINUED)
(f) Reconciliation of Net Cash Provided/(Used) by
Operating Activities to Profit from Ordinary Activities
after Related Income Tax Expense
Profit from Ordinary Activities after
Related Income Tax Expense 123,488 74,170 125,040 75,201
Add/(Less): Non-Cash ltems
Depreciation 60,648 61,183 60,648 61,183
Amortisation (1,945) (2,273) (1,945) (2,273)
Inventory Adjustments 386 27 386 27
Assets Written Off 24 16 24 16
Add/(Less): ltems classified as Investing/Financing Activities
(Gain)/Loss on Sale of Property, Plant and Equipment (4,868) (172) (4,868) (172)
Accounting (Gain)/Loss on Debt Re-financing 1,903 425 1,903 425
Net Cash Provided by Operating Activities Before
Changes in Assets and Liabilities 179,636 133,376 181,188 134,407
Net Changes in Assets and Liabilities During the Period
(Increase)/Decrease in Trade Debtors (7,804) 14,711 (7,804) 14,711
(Increase)/Decrease in Other Debtors (346) 726 (58) 722
(Increase)/Decrease in Inventories (6,642) 27,531 (6,642) 27,531
(Increase)/Decrease in Other Assets 1,551 1 1,551 (19
Increase/(Decrease) in Payables 2,742 (6,378) 2,537 (6,378)
Increase/(Decrease) in Income Tax Related Assets/Liabilities 30,988 25,553 30,988 24,816
Increase/(Decrease) in Other Liabilities (6,938) (9,069) (6,938) (9,069)

Net Cash Provided/(Used) by Operating Activities 193,187 186,451 194,822 186,721
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24. DIRECTORS’ REMUNERATION
The following remuneration was provided to Directors of Delta Electricity:

Parent Entity

2005 2004
$'000 $'000

Remuneration received, or due and receivable, by directors from the parent entity

and related parties in connection with the management of the parent entity 401 389

Amounts paid to director superannuation funds or directly to directors

in connection with the retirement of directors 38 32

Total remuneration paid or payable to directors 439 421

Directors’ remuneration excludes insurance premiums paid by the parent entity in respect of directors’ and officers’
liability insurance as policies do not specify premiums paid in respect of individual directors and officers.

Mr PF Young was appointed Chariman of Delta Electricity on 1 June 2004 and took up duties on 29 July 2004.

Mr JP Henness was a director of Delta Electricity Australia Pty. Ltd for the full financial year. Mr PF Young was
appointed as a director of Delta Electricity Australia Pty. Ltd effective from 30 July 2004. No additional remuneration is
paid to these directors for undertaking their Delta Electricity Australia Pty. Ltd directorship.

25. RELATED PARTY DISCLOSURES

(a) Directors and Director-Related Entities

The Directors of Delta Electricity hold directorships of other companies, some of which may have had transactions
with Delta Electricity during the financial year. Any transactions with these entities would have been made in the
normal course of business and on normal commercial terms and conditions. With respect to any such transaction, no
Director has declared that he/she has control or significant influence on the financial and/or operating policies of those
companies in their dealings with Delta Electricity.

(b) Wholly Owned Group

During the year ended 30 June 2005, Delta Electricity in accordance with a Deed of Capital Contribution dated

11 October 2001 provided an interest free advance of $2.1 million to Delta Electricity Australia Pty. Ltd. Total
advances made to Delta Electricity Australia Pty. Ltd as at 30 June 2005 were $6.1 milion. There are no fixed terms
for the repayment of the advance and no interest was received during the year.

26. EVENTS OCCURRING AFTER REPORTING DATE
There were no significant events occurring after reporting date.

27. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS
Delta Electricity will apply the Australian equivalents to International Financial Reporting Standards (AEIFRS) from
2005/06.

Transition to the new standards is being managed by a project team under the oversight of a Steering Committee
comprising members of the Executive. The phases covering the impact analysis study and detailed analysis/
documentation of major impacts have been completed. The design, implementation and review phase is currently in
progress with completion expected by the end of 2005.

Delta Electricity has determined the key areas where changes in accounting policies are likely to impact the financial
report. Some of these impacts arise because AEIFRS requirements are different from existing AASB requirements
(AGAAP). Other impacts are likely to arise from options in AEIFRS. To ensure consistency at the whole of government
level, NSW Treasury has advised agencies of options it is likely to mandate for the NSW Public Sector. The impacts
disclosed below reflect NSW Treasury’s likely mandates (referred to as “indicative mandates”).

Shown below are management’s best estimates as at the date of preparing the 30 June 2005 financial report of the
estimated financial impacts of AEIFRS on Delta Electricity’s equity and profit/loss. Delta Electricity does not anticipate
any material impacts on its cash flows. The actual effects of the transition may differ from the estimated figures below
because of pending changes to the AEIFRS, including the UIG Interpretations and / or emerging accepted practice
in their interpretation and application. Delta Electricity’s accounting policies may also be affected by a proposed
standard to harmonise accounting standards with Government Finance Statistics (GFS). However, the impact is
uncertain because it depends on when this standard is finalised and whether it can be adopted in 2005/06.
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27. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (CONTINUED)

(@) Reconciliation of Key Aggregates

Reconciliation of Total Equity Under Existing Standards (AGAAP) to Total Equity Under AEIFRS

Consolidated Parent Entity
30 June 2005** 1 July 2004* 30 June 2005** 1 July 2004*
Notes $°000 $000 $°000 $000
Total Equity Under AGAAP 800,596 800,596 804,898 803,346

Adjustments to Retained Profits

—

Defined Benefit Superannuation Adjustment (565,805) (28,235) (565,805) (28,235)

Effect of Discounting Accumulated Annual leave 2 194 195 194 195

Tax Effect Adjustment 3 32,383 21,436 32,383 21,436
Adjustments to Asset Revaluation Reserve

Tax Effect Adjustment 3 (173,126) (173,126) (173,126)  (173,126)
Total Equity Under AEIFRS 604,242 620,866 608,544 623,616

* Adjustments as at the date of transition
** Cumulative adjustments as at date of transition plus the year ended 30 June 2005

Reconciliation of Profit from Ordinary Activities after Related Income Tax Expense Under Existing Standards
(AGAAP) to Surplus/(Deficit) Under AEIFRS

Consolidated Parent Entity
Year ended 30 June 2005 Notes $°000 $°000

Profit from Ordinary Activities after Related
Income Tax Expense Under AGAAP 123,488 125,040
Defined Benefit Superannuation (27,570) (27,570)

—

Accumulated Annual leave 2 1) (1)
Income Tax Expense 3 10,947 10,947
Surplus/(Deficit) Under AEIFRS 106,864 108,416

Notes to tables

1. AASB 119 Employee Benefits requires the defined benefit superannuation obligation to be discounted using the
government bond rate as at each reporting date, rather than the long-term expected rate of return on plan assets.
This change will increase the defined benefit superannuation liability (or decrease the asset for overfunded positions)
and change the quantum of the superannuation expense.

2. AASB 119 Employee Benefits requires present value measurement for all long-term employee benefits.
Current AGAAP provides that wages, salaries, annual leave and sick leave are measured at nominal value in all
circumstances. Delta Electricity has accumulated annual leave benefits expected to be taken beyond 12 months
and accordingly will measure these benefits at present value, rather than nominal value, thereby decreasing the
employee benefits liability and changing the quantum of the annual leave expense.

3. AASB 112 Income Taxes uses a balance sheet approach which requires the differences between the accounting
and tax value of assets and liabilities to be recognised as deferred tax assets or liabilities. Current AGAAP uses
an operating statement method that accounts for tax by adjusting accounting profit for temporary and permanent
differences to derive taxable income. The AASB 112 approach alters the quantum and timing of tax assets and
liabilities recognised. In particular, the balance sheet approach results in the recognition of a deferred tax liability in
relation to revalued assets that are generally not recognised under current AGAAP. This also changes the quantum
and timing of the tax expense.
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27. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (CONTINUED)

(b) Financial Instruments

In accordance with NSW Treasury’s indicative mandates, Delta Electricity will apply the exemption provided in

AASB 1 First-time Adoption of Australian Equivalents to International Financial Reporting Standards not to apply the
requirements of AASB 132 Financial Instruments. Presentation and Disclosures and AASB 139 Financial Instruments:
Recognition and Measurement for the financial year ended 30 June 2005. These Standards will apply from 1 July
2005. None of the information provided above includes any impacts for financial instruments. However, when these
Standards are applied, they are likely to impact on retained earnings (on first adoption) and the amount and volatility
of profit / loss. Further, the impact of these Standards will in part depend on whether the fair value option can or will
be mandated consistent with Government Finance Statistics.

28. TREASURER’S EXEMPTIONS
Approval has been given under delegation from the New South Wales Treasurer to exempt, for the year ended
30 June 1997 and subsequent years, Delta Electricity from the following financial reporting requirements:

FINANCIAL REPORTING EXEMPTIONS

ITEM REFERENCE COMMENT
Format of Financial Statements Public Finance
and Audit Act (PF&AA)
Financial Statements — presentation s41B(c) PF&AA Subject to a condition®
of manufacturing and trading statements
Notes — Income and Expenditure (Schedule 1, Part 1):
PF&AA (General) Reg
Amount set aside for renewal [tem 2
or replacement of fixed assets
Amounts set aside to any provision [tem 4
for known commitments
Amounts appropriated for repayment [tem 6
of loans/advances/debentures /deposits
Material items of income and expenditure [tem 13 Subject to a condition®

on a program or function basis

* Conditions imposed by Treasury and conveyed to Delta Electricity in correspondence dated 11 July 1997.

END OF AUDITED FINANCIAL STATEMENTS
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Delta Electricity
STATEMENT BY MEMBERS OF THE BOARD

Pursuant to Section 41 of the Public Finance and Audit Act, 1983, and in accordance with a resolution of Delta

Electricity, we declare on behalf of Delta Electricity that in our opinion:

1. The accompanying Financial Statements exhibit a true and fair view of the financial position of Delta Electricity
as at 30 June, 2005 and its performance for the year ended on that date.

2. The accompanying Financial Statements are a general purpose financial report which has been prepared in
accordance with applicable accounting standards and other mandatory professional reporting requirements, the
provisions of the State Owned Corporations Act, 1989, including Part 3 of the Public Finance and Audit Act, 1983,
and the Public Finance and Audit Regulation, 2000, except where the Treasurer’s exemption has been granted.

3. At the date of this statement, there are reasonable grounds to believe that Delta Electricity will be able to pay its
debts as and when they become due and payable.

4. We are not aware of any circumstances at the date of this declaration that would render any particulars included in
the financial report to be misleading or inaccurate.

Z T

Peter Young Jim Henness
CHAIRMAN CHIEF EXECUTIVE

28 September 2005 28 September 2005
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GPO BOX 12
Sydney NSW 2001

INDEPENDENT AUDIT REPORT
DELTA ELECTRICITY

To Members of the New South Wales Parliament

Audit Opinion
In my opinion, the financial report of Delta Electricity:

(a) presents fairly Delta Electricity’s and the consolidated entity’s financial position as at 30 June 2005 and their
financial performance and cash flows for the year ended on that date, in accordance with applicable Accounting
Standards and other mandatory professional reporting requirements in Australia, and

(b) complies with section 41B of the Public Finance and Audit Act 1983 (the Act).
My opinion should be read in conjunction with the rest of this report.

The Board’s Role

The financial report is the responsibility of the members of the Board of Delta Electricity. It consists of the statements
of financial position, the statements of financial performance, the statements of cash flows and the accompanying
notes for Delta Electricity and the consolidated entity. The consolidated entity comprises Delta Electricity and the
entities controlled at year’'s end or during the financial year.

The Auditor’s Role and the Audit Scope

As required by the Act, | carried out an independent audit to enable me to express an opinion on the financial report.
My audit provides reasonable assurance to Members of the New South Wales Parliament that the financial report is
free of material misstatement.

My audit accorded with Australian Auditing and Assurance Standards and statutory requirements, and I:

e evaluated the accounting policies and significant accounting estimates used by the Board in preparing the financial
report, and

e examined a sample of the evidence that supports the amounts and other disclosures in the financial report.

An audit does not guarantee that every amount and disclosure in the financial report is error free. The terms
‘reasonable assurance’ and ‘material’ recognise that an audit does not examine all evidence and transactions.
However, the audit procedures used should identify errors or omissions significant enough to adversely affect
decisions made by users of the financial report or indicate that Board members had not fulfilled their reporting
obligations.

My opinion does not provide assurance:

e about the future viability of Delta Electricity or its controlled entities,

e that they have carried out their activities effectively, efficiently and economically, or
e about the effectiveness of their internal controls.

Audit Independence

The Audit Office complies with all applicable independence requirements of Australian professional ethical
pronouncements. The Act further promotes independence by:

e providing that only Parliament, and not the executive government, can remove an Auditor-General, and

e mandating the Auditor-General as auditor of public sector agencies but precluding the provision of non-audit
services, thus ensuring the Auditor-General and the Audit Office are not compromised in their role by the possibility
of losing clients or income.

£

R J Sendt
Auditor-General
SYDNEY

28 September 2005
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Delta Electricity Australia Pty. Ltd
STATEMENT OF FINANCIAL POSITION
As at 30 June 2005
2005 2004
Note $ $
Current Assets
Cash Assets 5 381,457 4,948
Receivables 6 289,894 22,289
Total Current Assets 671,351 27,237
Non-Current Assets
Other 7 5,146,103 1,204,116
Total Non-Current Assets 5,146,103 1,204,116
Total Assets 5,817,454 1,231,353
Current Liabilities
Payables 8(a) 206,616 1,115
Total Current Liabilities 206,616 1,115
Non-Current Liabilities
Payables 8(b) 6,078,749 3,978,749
Interest Bearing Liabilities 9 3,832,604 -
Total Non-Current Liabilities 9,911,353 3,978,749
Total Liabilities 10,117,969 3,979,864
Net Assets (4,300,515) (2,748,511)
Equity
Contributed Equity 10(q) 2 2
Retained Profits/(Losses) 10(b) (4,300,517) (2,748,513)
Total Equity (4,300,515) (2,748,511)

The accompanying Notes form an integral part of these Financial Statements.
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Delta Electricity Australia Pty. Ltd
STATEMENT OF FINANCIAL PERFORMANCE

For Year Ended 30 June 2005

2005 2004

Note $ $
Revenue from Ordinary Activities 2 3,477 913
Expenses from Ordinary Activities 3 1,551,690 295,698
Borrowing Costs Expense 3,791 -
Profit/(Loss) from Ordinary Activities Before Income Tax Expense (1,552,004) (294,785)
Income Tax Expense/(Benefit) Relating to Ordinary Activities 4 - 736,118

Profit/(Loss) from Ordinary Activities after Related Income Tax Expense

(1,552,004) (1,030,903)

The accompanying Notes form an integral part of these Financial Statements.



Delta Electricity Australia Pty. Ltd
STATEMENT OF CASH FLOWS

For Year Ended 30 June 2005

63

2005 2004
|nﬂow§ |nﬂow§
Note (Outflows) (Outflows)

Cash Flows From Operating Activities
Cash Received in the Course of Operations 161,758 50,026
Interest Received 3,477 913
Cash Payments to Suppliers and Employees (1,795,553)  (322,050)
Interest and Other Finance Costs Paid (3,791) -
Net Cash Provided/(Used) by Operating Activities 15(f) (1,634,109) (271,111)

Cash Flows from Investing Activities

Payments for Construction Work in Progress (3,941,986) (224,446)
Net Cash Provided/(Used) by Investing Activities (3,941,986) (224,446)

Cash Flows from Financing Activities
Proceeds from Advance from Parent 2,120,000 500,200
Proceeds from Borrowings 3,832,604 -
Net Cash Provided/(Used) by Financing Activities 5,952,604 500,200
Net Increase (Decrease) in Cash Held 376,509 4,643
Cash at the Beginning of the Financial Year 4,948 305
Cash at the End of the Financial Year 15(b) 381,457 4,948

The accompanying Notes form an integral part of these Financial Statements.
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Delta Electricity Australia Pty. Ltd
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are a general purpose financial report prepared in accordance with Australian Accounting
Standards, other authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues Group
Consensus Views, State Owned Corporations Act 1989, and relevant sections of the New South Wales Public
Finance and Audit Act 1983 and the New South Wales Public Finance and Audit Regulation 2000.

(a) Basis of Accounting

The financial statements have been prepared in accordance with the principles of accrual accounting and the
historical cost convention, and except where stated do not take into account current valuations on non—current
assets. Cost is based on the fair values of the consideration given in exchange for assets.

(b) Changes in Accounting Policy
Unless otherwise stated, the accounting policies adopted are consistent with those of the previous year.

(c) Going Concern

The financial statements of Delta Electricity Australia Pty. Ltd have been prepared on a going concern basis. The
company is a participant in a joint venture operation involved in the design, construction and operation of renewable
energy generation plant. Under the terms of a Deed of Capital Contribution agreement, Delta Electricity (parent
entity) is required to provide necessary funding to Delta Electricity Australia Pty. Ltd during the establishment and
construction phase. Delta Electricity Australia Pty. Ltd is expected to commence earning revenue from operations on
completion of generation plant construction.

(d) Contributed Equity
Delta Electricity Australia Pty. Ltd was acquired on 15 December 1997 and is a wholly owned subsidiary of Delta
Electricity. The company commmenced commercial operations on 1 July 2002.

(e) Joint Venture Operations
The proportionate interests in assets, liabilities and expenses of the joint venture operation have been incorporated in
the financial statements under the appropriate headings. Details of the joint venture operation are set out in Note 16.

(f) Borrowing Costs

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings, amortisation of
ancillary costs incurred in connection with arrangement of borrowings, and gains and losses incurred in the use of
derivative instruments for the management of interest rate exposure related to borrowed funds.

(9) Assets Under Construction

Costs associated with the borrowings specifically financing assets under construction are capitalised up to the date
of completion of each asset to the extent those costs are recoverable. A total of $1,270,595 (2004: $10,064) in
borrowing costs were capitalised during the 2004/05 financial year.

(h) Dividends
Provision is made for the amount of any dividend declared, determined or publicly recommended prior to reporting
date.

(i) Taxation
Effective 1 July 2003, for the purposes of income taxation, Delta Electricity and its wholly owned subsidiary, Delta
Electricity Australia Pty Ltd formed a tax consolidation group.

Members of the group have entered into a tax sharing arrangement in order to limit the joint and several liability of
each member of the tax consolidated group to their share of the head entity’s tax liability in the event that the head
entity defaults in meeting its tax obligations.

In addition, there is a tax indemnity deed where the parent entity agrees to indemnify and hold the subsidiary
harmless against all and any income taxation obligations.

As a result, Delta Electricity Australia Pty. Ltd is not subject to tax in its own right and all income tax expenses,
revenues, assets and liabilities related to the transactions, balances and events of the company are recognised in the
financial statements of the head entity, Delta Electricity.

There is no tax funding agreement (TFA) between Delta Electricity and Delta Electricity Australia Pty. Ltd. In the
absence of a TFA, the current and deferred tax balances of Delta Electricity Australia Pty. Ltd are written off through
income tax expense resulting in zero income tax expense in any one year.
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Delta Electricity Australia Pty. Ltd
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(i) Segment Reporting
Delta Electricity Australia Pty. Ltd is an electricity generation corporation that operates in a single business and
geographical segment. All production facilities will be located in New South Wales.

(k) Revenue
Interest income on cash reserves is recognised as it accrues. Revenue from operating activities will commence on
completion of generation plant construction.

(I) Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where
the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO). In these circumstances, the
GST is recognised as part of the cost of acquisition of the asset or as part of the item of expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from,
or payable to the ATO is included as a current asset or liability in the Statement of Financial Position. Cash flows are
included in the Statement of Cash Flows on a gross basis.

(m) Comparative Figures
Where necessary, comparative information has been reclassified to enhance comparability in respect of changes in
presentation adopted in the current year.

(n) Rounding of Amounts
Amounts shown in the financial statements have been rounded to the nearest dollar.

2005 2004

$ $
2. REVENUE FROM ORDINARY ACTIVITIES
Revenue from Outside Operating Activities
Interest 3,477 913
Revenue from Ordinary Activities 3,477 913
3. EXPENSES FROM ORDINARY ACTIVITIES
Project Administration Costs 1,540,994 282,481
Other Expenses 10,696 13,217
Expenses from Ordinary Activities 1,551,690 295,698

Auditors’ Remuneration paid or payable in respect to the audit of the 2004/05 financial statements is $6,900
(2004: $6,550).
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Delta Electricity Australia Pty. Ltd
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

2005 2004
$ $
4. INCOME TAX EXPENSE
In accordance with Note 1(i) Delta Electricity Australia Pty. Ltd is not subject
to income tax in its own right and all income tax related balances are
recognised in the financial statements of the head entity, Delta Electricity.
Derecognition of deferred tax balances on implementation of tax consolidation system - 736,118
Income tax expense relating to profit/(loss) from ordinary activities - 736,118
Income tax expense relating to profit/(loss) from ordinary activities
is made up of:
Deferred Tax Assets (Derecognition) - 736,118
- 736,118
5. CASH ASSETS
Bank 381,457 4,948
381,457 4,948
6. CURRENT RECEIVABLES
Advance Receivable from Parent - 20,000
Other 289,894 2,289

289,894 22,289

7. OTHER NON-CURRENT ASSETS
Construction Works-in-Progress 5,146,103 1,204,116

5,146,103 1,204,116

8. PAYABLES

(a) Current
Accounts Payable 206,616 1,115

206,616 1,115

Accounts Payable represents amounts to be paid in the future for goods received and services provided at reporting
date. These liabilities are usually settled within 30 days.

(b) Non-Current
Advance from Parent Entity 6,078,749 3,978,749

6,078,749 3,978,749

Under the terms of a Deed of Capital Contribution agreement dated 11 October 2001, Delta Electricity (parent entity)
is required to provide specified funding to Delta Electricity Australia Pty. Ltd to enable the company’s participation in a
joint venture operation. Funding is currently provided interest free with no set terms for repayment.

Delta Electricity has current approval under the Public Authorities (Financial Arrangements) Act to advance up to
$43.8 million to Delta Electricity Australia Pty. Ltd. At reporting date, $6,078,749 (2004:$3,978,749) of this limit had
been utilised.
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Delta Electricity Australia Pty. Ltd
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For Year Ended 30 June 2005

2005 2004
$ $

9. INTEREST BEARING LIABILITIES

Bank Loans 3,832,604 -
3,832,604 -

10. EQUITY

(@) Contributed Equity

Balance at beginning of year 2 2

Share Capital Paid up by Parent Entity - -

Contributed Equity at end of year 2 2

(b) Retained Profits/(Losses)

Balance at beginning of year (2,748,513) (1,717,610)

Profit/(Loss) from Ordinary Activities after income tax expense (1,552,004) (1,030,903)

Retained Profits/(Losses) at end of year (4,300,517) (2,748,513)

11. OPERATING LEASE COMMITMENTS
Future operating lease rentals contracted for at reporting date but not recognised as liabilities in the Statement of
Financial Position:

Payable no later than one year 6,962 -
Payable later than one, not later than 5 years 29,634 -
Payable later than 5 years 296,415 -

333,011 -

Delta Electricity Australia Pty. Ltd has entered into a number of leases in respect of the Sunshine Electricity Joint
Venture. The leases have varying terms, escalation clauses and renewal rights and are due to expire within 20 to 48
years. Delta Electricity Australia Pty. Ltd expects to receive input tax credits from the Australian Taxation Office totalling
$30,274 for Goods and Services Tax paid for these commitments.

12. EXPENDITURE COMMITMENTS
Expenditure contracted for at reporting date but not recognised as liabilities in the Statement of Financial Position:

(a) Capital
Payable no later than one year 53,117,350 -
Payable later than one, not later than 5 years 35,193,070 -
Payable later than 5 years - -
88,310,420 -
(b) Operating (excluding lease commitments)
Payable no later than one year 15,371 -
Payable later than one, not later than 5 years 1,955,204 -
Payable later than 5 years 2,255,029 -
4,225,604 -

Delta Electricity Australia Pty. Ltd expects to receive input tax credits from the Australian Taxation Office totalling
$8,028,220 for Goods and Services Tax paid for these commitments.



