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Chairmanss e

| am delighted to present such a pleasing report on the
group’s 2001 - 2002 performance and to recognise the
leadership provided by the previous Chairmen, Keith De Lacy
and Charles Ware.

Ergon Energy was established three years ago through the
amalgamation of Queensland’s six separate regional
electricity distributors and the retail subsidiary, and so
one of Australia’s most challenging change
programs began. Change continues to play a
major role in Ergon Energy’s operations with the
vision to grow into a world class, customer

driven, energy business.

The people of Ergon Energy should be proud
of the way a major regional Queensland
company has been established in such a short
time, with such a high level of innovation and
creativity used to approach the challenges
along the way. The Directors, management
and staff have laid an excellent foundation
for the future while maintaining a solid level

of performance throughout this dynamic

period of development.

Financially, Ergon Energy achieved a pre-
tax profit of $116.2 million. This result
has meant the group has once again
outperformed the profit targets agreed
with our Shareholding Ministers and
reflects continued stable profit growth in

both our Distribution and Retail businesses.

It has also allowed us to return a dividend of
$73.7 million to the Government. Of course,
financial results are only one element of
what’s often described as the ‘triple bottom
line’ - the interwoven goals of economic
prosperity, environmental protection and social
equity. Both of the Boards have demonstrated a
strong belief in their obligations to operate
responsibly, balancing these multiple goals in order to

bring real sustainable benefits to regional Queensland.

To highlight the importance placed on these goals, this
Report provides an overview across a humber of key areas.
With safety our first priority, these areas include our people,
the community and the environment, as well as the overall

commercial performance of the organisation.

This year’s highlights demonstrate the success achieved in
balancing these priorities. Ergon Energy has delivered real
service improvements and substantial benefits to regional
Queensland with more to flow from the increased service

capability and standardisation efficiencies now in place.

Over the coming year, we will continue to develop strategies
that drive further improvement in customer service and
reliability of supply. To ensure we achieve these key
objectives, we have increased our maintenance and

capital spending commitment for the distribution
network by 30% for the 2001 - 2004 period, an
increase of more than $300 million over the

previous four year regulatory period.

To meet the community’s expectations of us as
a major service provider, we will continue to
set challenging performance targets with
both a commercial focus and a commitment

to the communities of regional Queensland.
As the Chairman of both Boards, | will also
continue to place a high priority on good
corporate governance and prudent risk
management, as well as on meeting our

regulatory obligations.

The current strategic direction of Ergon
Energy, which is focusing our energy on
what we do best, will continue to deliver
positive outcomes for our diverse range of

stakeholders.

Chairman
Keith Hilless

N
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At the completion of Ergon Energy’s third year of operation
we have made substantial progress towards realising our
vision for the future. This has been achieved through a
range of initiatives helping to secure the business and
increase our focus on our customers, our people and the

communities in which we operate.

Ergon Energy achieved operational objectives right across
the organisation with the help of such initiatives as the
Asset Inspection and Defect Management (AIDM) project
and the implementation of an Environmental
Management System, as well as numerous community
orientated programs. The latter included a Community
Interaction Program, an extensive consultation program for
our vegetation management Code of Practice and a

significant fund for Community Powerline Projects.

At the same time we delivered strong financial
performance with our 2001/02 financial results
showing a profit before income tax of $116.2
million. This increase of over 37% was made

up of a strong $20 million contribution from

the Retail business - over double the
budgeted profit - and a solid $96.1 million ﬁ
from the Distribution business. These
results were achieved while managing
significant merger costs, as well as
allowing for major capital expenditure and
maintaining a healthy capital structure for

future operations.

The financial success story is further
highlighted by a steady ongoing
improvement in our Return on Assets,
which reached 6.0% in the last financial
year, up from 4.1% in 1999/2000.

The year marked the half-way point in a five-

year change journey that commenced when

the group was formed in 1999. The extent of
change required was due to a range of factors.
These included the need to manage issues
inherited from the predecessor corporations, the
task of rolling seven organisational structures
and cultures into one, the changing external
environment, and the fact we have such a widely

dispersed territory and workforce.

Over the last year, we concentrated primarily on
standardising systems and procedures. To help manage
this change, we increased the focus on our employees -
giving renewed meaning to our tag line People Powering
People. This resulted in a 20% increase in staff satisfaction,

which reached its highest level ever at 65%.

In early 2002, in preparation for implementing the next
stage in the five-year plan, | commissioned a Validation
Project to review the way we were tackling change and
ensure it remained well targeted and aligned to our
vision. The project identified a number of key
improvements to minimise the impact of change on our
peoples ability to drive the fundamentals of our business
- reliability, safety and customer service. As a result,
structural changes were put in place to create an
executive level management team with a greater

whole-of-business approach.

Our network reliability priorities remain in
achieving greater management control
through targeted increases in spending. While
the regulator - the Queensland Competition
Authority - requires us to continue to meet
efficiency targets, it was persuaded to
significantly increase funds available for
core capital works and vital maintenance.

This is good news for both Ergon Energy

and regional Queensland communities.

As a result, Ergon Energy has embarked
on major electricity network maintenance
and capital works programs throughout
regional  Queensland. We  have
introduced enhanced management
systems designed to improve quality and
reliability of supply. To support these
efforts we resourced the AIDM project to
identify the backlog of maintenance
inherited and to fast track rectification
work to meet operational challenges now

and in the future.

A review of strategy in the retailing side of
our operations was prompted by continuing
change in the Queensland and national

electricity industry environment. As a result, we
now have a clearer strategic focus on building

value through our core retailing capability.

(ERGON ENERGY (6 ) Annual Report 2002 )

During the year we made significant customer service
improvements. As a result, our National Contact Centre, which
took nearly a million calls by its first birthday, won the
Queensland Greenfield Site of the Year at the Australian
Teleservices Association Awards. We also achieved record
results for our Guaranteed Service Levels - meeting or exceeding

90% of Our Service Promises against a target of 85%.

We had significant success partnering with customers in the
contestable energy market and in using our technical
expertise to deliver to specific customer needs. Over the 12
months we installed all of the Remote Area Power Supply
systems put in place under the Queensland Government’s
Working Property Rebate Scheme with our award winning
stationpower® product. We continued to develop our
relationship with the sugar industry enabling them to
diversify their revenue streams and increase renewable
energy output. Through a joint venture, we also launched
a major co-generation project to produce electricity from

macadamia shells.

These examples highlight the new ways Ergon Energy is
doing business - applying our traditional skills in innovative
ways. We are also looking to leverage our network
infrastructure, asset management skills and regional
customer base by working with other service providers. All
of this is central to Ergon Energy’s plans to grow its
business with flow-on economic and employment benefits
to regional Queensland. This is essential to meet the
demands of regulators, government and the community for

enhanced, cost-effective services.

Sadly, during 2002 we have seen separate accidents claim
the lives of two of our employees, Christopher Belfield and
Peter Fitzgerald. On behalf of Ergon Energy | once again
extend our deepest sympathy and condolences to both
Chris and Peter’s families and express my gratitude to the
way Ergon Energy’s community has pulled together to
support their families and close work colleagues. These two
extremely tragic accidents reinforced our commitment to

achieving a workplace free of injury as an utmost priority.

During the year Charles Ware resigned as Chairman of our
Retail company. Charles was one of the original Directors
of the Retail Board, prior to the amalgamation, and played
a vital role in its evolution. The end of the year also saw the

retirement of Keith De Lacy as Chairman of Ergon Energy

Corporation Limited. | would like to take the opportunity to
formally thank both men for their personal contribution to
the success of Ergon Energy. Their leadership, commitment
and passion have been instrumental in making us an
outstanding regional Queensland organisation committed

to the communities we live in and service.

We can now look forward to the next phase of our journey
with Keith Hilless as the Chairman of both Boards. Keith
brings extensive electricity industry experience, both in
Australia and internationally, through a career spanning

managerial, engineering and regulatory roles.

Although our commercial drivers cant be ignored, our
success will continue to be measured primarily by how well

we serve the communities of regional Queensland.

| wish to thank the Directors for their leadership and support
and all employees for the year’s achievements, of which
only a small percentage could be highlighted in this Report.
We entered the new financial year with more clarity to our
priorities and are now better placed to leverage business
benefits from our efforts to date. This, together with the
expertise and dedication displayed across our workforce,
gives me every confidence in our future success - our

organisation really is about People Powering People.

% W
Kim Griffith
Chief Executive Officer

N
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Boards of

Keith Hilless BE MIE Aust FAIM MAICD

EECL and EEPL Chairman, Appointed 1
July 2002

Former Chairman and Managing
Director/CEO of NRG Asia Pacific Ltd.
Career in the electricity supply industry
in engineering and executive roles

including Queensland Transmission and

Supply Corporation, SWQEB and
NORQEB. Served as the Queensland
Electricity Commissioner with oversight
of electricity generation, transmission,
distribution and regulation.

Hon Keith De Lacy Hon.DLitt BA QDA

FAIM FAICD

Former EECL Chairman, Resigned as
Director 30 June 2002

Former Queensland Treasurer and
Member for Cairns. Chair - Macarthur
Coal Ltd, Trinity Funds Management and
Advance Cairns. Director - Queensland
Investment Corporation; Securities
Exchange Guarantee Corporation and
Reef Casino. Chair - Salvation Army Red
Shield Appeal Cairns.

Ergon Energy Corporation Limited

Bl

Charles Ware BA LLB (Hons) M.Bus
MLGMA MAICD

Former EEPL Chairman, Resigned as
Director 27 May 2002

Lawyer - Rockhampton. Director -
Queensland Biennial Festival of Music.

Chair - Rockhampton Art Gallery Trust.

Former Chair - Capricornia Electricity
Corporation Limited. Former Deputy
Chair - Central Electricity Retail
Corporation Pty Ltd.

Ergon Energy Pty Ltd

&ERGON
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Wayne Myers
Chairman, Business Development

Committee

Managing Director - Sirocco
Technologies Group Limited. Chair -
Maijor Sports Facility Authority,
Queensland Government and
Broadcasting Station 4IP Pty Limited
(4TAB). Director - TAB Queensland
Limited, Sunshine Coast Telephone
Company Pty Ltd and iTel Community

Telco Limited.
I- -!

Fay Donovan JP (Qualified)

Deputy Mayor - Mount Isa City
Council. Executive Member -
North Queensland Local
Government Association.
Member - Mount Isa Tourism
Association. Director - Mount
Isa Water Board.

Andrew Robertson BComm
ACA FAICD

Director - Challenger First
Pacific Limited. Affiliate -
Australian Stock Exchange Ltd.
Alternate Director - Electricity
Supply Industry
Superannuation (Qld) Ltd.

Pat Faircloth BA MEdSt GradDipTLI DipTeaching AMEB M.Lit

(History)

Former Regional Project Officer - Commonwealth Schools Program.
Former Regional Resources Consultant and Director of Resources -
Wide Bay Northern School Support Centre. State Council Delegate -

Queensland Teachers’ Union. Partner and Director - Endeavour

Travel. State Councillor - School Library Association of Queensland.

President - Zonta (Bundaberg). Co-ordinator - Association of

Women Educators.

YEAR IN REVIEW

Boards of Directors

At the end of this year there was a number of changes to the
appointments that make up Ergon Energy’s Boards, including the
appointment of a new Chairman. The Directors are appointed by the
Governor-in-Council under the Government Owned Corporation Act
1993. They are responsible for setting strategic direction, policies and
for keeping both our shareholders and stakeholders informed about
all major developments affecting the group. The parent and
subsidiary organisation have a cross over of Board members to ensure
a strong integration of strategies and the best possible overall
performance outcomes.

Paul Bell
Chairman, Group Human Resources Committee
': Councillor - Emerald Shire Council. Deputy Chair - Queensland

Rail. Senior Vice President - Local Government Association
Queensland. Chair - Central Queensland Institute of TAFE.
Deputy Chair - Employment and Training Board Queensland.

Barry Taylor
Deputy Chairman

Lawyer - Suthers Taylor
Lawyers. Chair - North
Queensland Racing
Association Appeals
Committee. Director -
Townsville Enterprise
Limited and numerous
other business entities.

John Bird FCPA FAICD FTIA
Deputy Chairman and Chairman, Group Audit
and Legal Compliance Committee

Former Managing Partner - Brown and Bird
Certified Practicing Accountants, Mackay and
a Registered Company Auditor. Chair - Central
lan Brien . .
Queensland Helicopter Rescue Service Ltd.
Director - TAB Queensland Ltd and Electricity
Supply Industry Superannuation (QId) Ltd.
State Treasurer Australian Labor Party (Qld)

and Chair of the Queensland Labor Group of

Chairman, Group Financial
Risk Management Committee

Owner - lan Brien Motors and
Selby H Pty Ltd. Chair -
Salvation Army Advisory
Board. Vice Chair - Mount Isa
Group Apprenticeship Training

Companies.

Scheme.

N
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B Management

As a result of our change journey and general changes to
the external environment, we reviewed the executive level
of our organisational structure at the end of the financial
year. Consequently, changes were made to enhance our
ability to achieve our business strategies and streamline
how we manage on a day-to-day basis.

We are now operating with a functional whole-of-business
management structure, supported by local operational
management across Ergon Energy’s different regions.
These changes have meant the business activities of
Strategic Asset Management (previously Network), Field
Operations and Transmission and Distribution Services
(previously Contracting Services) are now overseen by a
Chief Operating Officer. Our Wholesale Markets and
Mass Market Retail business activities were also
consolidated. The people functions of human resource
strategy, policy and processes, industrial relations, as well as
strategic change management were also further integrated.

This whole-of-business structure will ensure a tighter
focus on how we manage our operations, in terms of
safety, end-to-end processes, people strategies, customer
focus and business planning outcomes.

ERGON ENERGY@AnnuoIReport 2002

Company Secretary
Bill Armagnacq

Stakeholder Relations
Manager
Justin Fitzgerald

Team

Chief Executive Officer

Chief Operating Officer
Michael Backhouse

General Manager Retail
Kate Skilleter

General Manager
Strategic Projects
lan Norman

Chief Financial Officer

Jim Mitchell

General Manager
Strategic Business

Development
Terry Effeney

General Manager
People and Change
Mal Leech

Chief Information Officer
Peter Effeney

«ighlights

Promoted a strong safety culture, launching the Safety
Essentials program as part of our commitment to

achieving a work environment free of injury.

Exceeded targets across all areas of our operations,
including outperforming profit targets agreed with our
Shareholding Ministers.

Improved risk management in the areas of electricity
trading, operational risk and internal control and

management reporting.

Enhanced retail profitability across all customer
segments through contestable customer partnering
success and by reducing our cost to serve.

Consulted widely with the community through an
extensive Community Interaction Program, as well as
specific consultation on a vegetation management
Code of Practice and the infrastructure requirements
for the Cairns Northern Beaches.

Delivered against Our Service Promise - meeting or

exceeding 90% in all of our Guaranteed Service Levels.

Financial Summary

Achieved success with our National Contact Centre -

the Centre is consistently outperforming service

targets. It has taken almost one million calls and won

the National Australian Teleservices Association Award
for Queensland Greenfield Site of the Year.

Continued a major maintenance and capital works

program, together with a significantly improved asset

inspection and defect management focus to more

effectively address reliability priorities.

Established a single Enterprise Bargaining Agreement

- providing fair, consistent conditions for all staff and

a platform for service improvement initiatives across

the State.

Through a greater people focus within our change

program we increased our overall employee

satisfaction by 20%.

Achieved international environmental certification ISO

14001 for our contracting business with business wide

accreditation planned for 2003.

Change from 2001/2002  2000/2001  1999/2000
2000/2001 M M M
Earnings before interest and tax 24.2% $198.8 $160.1 $109.3
Earnings before interest, tax, depreciation and amortisation 20.7% $372.3 $308.5 $246.8
Operating profit before income tax 37.8% $116.2 $84.3 $44.1
Dividends paid or provided 6.3% $73.7 $69.3 $38.9
Total assets 2.4% $3,284.5 $3,207.4 $2,786.0
Total liabilities 1.6% $1,811.6 $1,782.2 $1,701.8
Total equity 3.3% $1,472.9  $1,4252  $1,0842
2001/2002  2000/2001  1999/2000
Return on average assets 6.0% 5.4% 4.1%
Return on average equity 5.7% 5.9% 4.0%
Gearing 46.8% 45.1% 50.0%
Interest cover (times) 4.5 4.0 3.8
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PERFORMANCE REPORT

e had « program done i our CBD here m
partnership wirth Ef?on En@r’?y - a
revitalisation of the streetscape. The first
stage was undergrounding The powerlines as
part of Fheir Communrty Powerlines Project,
Then we improved The water supply and
dramage. Tt's been a ‘win wn situation and
very beneficial for everyone ivolved. The
mvestment was vital 10 atitract busmess mnio

work/n? Fogether with The local c,ommzmr/‘% the heart of our Foun, so workm? Fogether

helps us deliver better solutions. Vegetation made good cconomic sense. And 1t was an
management, for example, ss one sssue That casy process 10 g0 through with Er?on Ener’?%”
05\//0145/7 needs a coordmated approach. So

we're putTmg our efforts mnto enhancing
existmng relationships with local coweils and

other special nterest groups.

By Falking 1o The right people — our Feam
has visited coweils and other stakKeholders
all over the State — weve been able 1o
develop a comprehensie Code of Practice
for our vegetation work and start 1o
mtegrate ouw planrmg programs . #s been
about commuwneation, education and
cooperation.

IF we give The right message 70 the right
people, and we can reduce the plantmg of
mappropriate species, Fhat's gomg 10 make
a difference 7o future electricity supply
reliability. 7o do this we're workimg with 7he
cowels — as we are with other projecss -
70 complement each others PI’D?I’&LMS.H

As one of Queensland’s largest service providers, with a workforce spread right across the State, we
have an obligation to set an example for the people we serve and to contribute to the communities we operate in.

Ergon Energy endeavours to support our regional Queensland communities. Through our operations
we invest approximately $300 million annually into the regional economies. During the year we established a number of
major contracts with a significant focus on the local provision of services, including vegetation and fleet management. We
also continued a wide range of sponsorship, support and community enhancement programs.

Doing it well - for the people we power.

regular and valuable feedback from the communities in

which we operate on topical, relevant issues
To enable us to better understand and respond to the - .
. - ) feedback to assist in stakeholder management issues
needs of our regional communities we established . s
. ) sounding boards for company initiatives.
what we call our Community Interaction Program. As
the name suggests, this program has ‘community’ as The Community Interaction Program seeks this feedback

its core value. Its aim is to allow us to become closer to

the people we serve through regular staff-customer
contact and forums.

from a host of relevant community representatives -
environmental groups, rural lobbies, industry groups, local
governments, residential customers, business customers,

™ i< desianed t i emergency services agencies, suppliers, schools, media and

de' program 1s designed to pl)ro.w e q N ATSIC groups. Any issues raised are circulated to

|rec: C;fccess to customers” views and perceptions for community attendees and to key Ergon Energy stakeholders
our sta

so they can be considered in the business planning process.
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We also gain valuable community feedback through the
Regional Electricity Councils established by our
Shareholding Minister to give regional communities a
forum for local power supply issues. Our six councils aim to
identify the needs and expectations of local electricity
consumers on a range of issues, so that they can provide
feedback to the relevant bodies on the community’s behalf.

Ergon Energy launched a Community Powerlines Project fund
to assist local communities to relocate, underground or
replace overhead powerlines. The fund sets aside $2
million per annum for use in conjunction with
matching contributions from local sources.
Administered by a representative committee
established by Ergon Energy, the scheme
concentrates on improving distribution
powerlines in areas of environmental, historic
or scenic significance, as well as high
pedestrian areas. The scheme provides the dual
benefits of improving the visual environment and \
enhancing the reliability of the electricity network.

We are also exploring other ways we can form partnerships
with local councils across the State. The alliance concept
aims to capitalise on potential joint business opportunities -
such as improved load management or the establishment of
renewable energy infrastructure - and improve our combined
service delivery to the respective communities we serve.

Ergon Energy progressed work on 15 high-voltage powerline
projects across northern Queensland - an investment of $6
million this year as part of our 20-year Cyclone Area Reliability
Enhancement (CARE) program. The result will significantly
improve power supply reliability to essential services such as
hospitals, schools, water pumping stations and disaster
control centres during extreme weather conditions.

These projects followed successful pilots in the g
Townsville area late last year. The pilots involved
installing ‘spreaders’ on a number of exposed
low voltage lines and undergrounding
powerlines between Aitkenvale Substation
and the Mater Hospital.

‘Spreaders’ are insulated rods that hold
overhead low voltage powerlines apart and
prevent damage from clashing in high or
cyclonic winds. Following this success, Cairns,
Townsville and Mackay are now also benefiting from the
installation of thousands of ‘spreaders’ along key powerlines.

The focus of Ergon Energy’s sponsorship program continued
to be on education, safety initiatives, the environment, and our
partnerships with regional communities. Our contributions are

s "

making a real difference to the communities we serve,
above and beyond just supplying power.

Our aim is to connect with regional Queenslanders -
nurturing civic pride and responsibility, and helping
them contribute to the development of their
communities. Our customers overwhelmingly (80%)

recognise these efforts as providing support to local

communities.

We recently launched the Ergon Energy Community
Connection program, which highlights the
multitude of regional and local sponsorships
we are actively involved with across the
state. The program reinforces our
commitment to the support and
development of  Queensland
communities. Sponsored events
range from the Year of the Outback
Isisford Horse and Motorbike
Gymkhana to the Saint Stephens
Meals-on-Wheels. We have also focused
E on increasing our support of environmental
initiatives such as the Independent Wildlife Carers
Association and the Wowan Dululu Landcare Group.

Ergon Energy’s Tidy Towns competition is in its 31st
year and remains the most broadly contested, civic
competition in Queensland, involving more than
300 Queensland communities each year. We have
also become the major regional partner for Surf
Life Saving Queensland, growing our three year
partnership to increase surf safety education for
Queenslanders and ensure a safer coastline the
length of the State.

Our involvement with the Ergon Energy Brisbane

Broncos and North Queensland’s CHR Cowboys is

helping to support the development of regional rugby

league in Queensland, particularly through the

Club’s activities with junior development

programs and initiatives to support
Queensland’s regional youth.

With in excess of 30,000 Ergon Energy

customers now participating in our

partnership with the Royal Flying Doctor
Service (QLD), we continued to expand the
voluntary donation scheme. This helped
provide the RFDS with improved emergency and
routine medical care facilities throughout Queensland.
Our customers contributions have raised over $200,000
since the program began in 2000. Customers can donate
either $2 or $5 quarterly via their electricity bills. Every cent
is forwarded to the ‘flying doctors’ to assist in their aircraft
replacement program and to update vital medical equipment.

(ERGON ENERGY (22 ) Annual Report 2002 )
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Bruce Grimley - Ergon Energy
Group Manager, Workplace
Health and Safety

"lohat zue,'\/e established 15 a S@f@ftj
management 5757‘2/%» 70 standardise
The way we deal with 54#@‘/‘7 across
The whole 0/’?4,;/)/547‘/0”. This starts at
The corporate ,DO//(,7 level and Translates
down 10 The work mnstruction level where st
governs how the people out in the freld actually
do the job.

Each busimess wiit's done Fhewr own risk profiling
+o /d@ﬂ‘f‘/[7 additional work needed 7o manage
high risk actiites - fa,ﬁ?ae) driving, confined
spaces, working at heights, working on live Lines.

Jacqueline Paterson -
Ergon Energy Customer, Townsville

‘T found out about sa,fe‘hi switehes Through a

call 7o EF?OV? Eﬂ@r?%. 77767 sasd ‘f/767 have a deal
where _HW/% can mstall 7 and gou can pay 7+ off
over 1Z months. Tve go1 Three youwng Kids and an
6/4/6/”/7 mO‘f‘h@f) SO /T was a fea//7 é/? concern 7o
me That the house didn'+ have sa,fe-f7 switehes.
S0 Fhat helped me /nc,fed/b/y. N’j/ place has a
Granny ﬁa,‘f‘/ so /1 requred 1wo 54fe‘f‘7 switehes.

ﬂ@éf’\/& worked already: one was water m a power
switeh, The other, the Kids were mucking around
with the toaster. T 1hmk i saved +hem. It's
prece of mind with sa,[efﬁz switehes and we're
glad Ergon Ener?7 offered +hat deal.

Electricity is a product offering great benefits. However it needs to be managed with respect - by both
our staff and the general public. Whether our staff work in the field or the office, each environment carries its own risks.
Powerline maintenance and construction workers operate in an environment with many hazards, particularly when
carrying out emergency repairs 24 hours a day. Our field crews are often exposed to dangerous and difficult terrain, along

with variable conditions of rain, floods and heat.

Maintaining a safe working environment is a paramount concern. The only acceptable measure of
safety performance is zero injuries. Establishing and strengthening a safety culture is our first priority. This will be

achieved through an overall program focusing on safer working practices and by involving our staff in an extensive range

of safety initiatives.

Out of that came standard work
,Dfa,c,‘/‘/c,es or The purchase of p/a,m’/‘

and equwpment 70 mmimise risK.

e want 10 see a work environment
free of mjury, so that our people Go
home safely 7o Fhewr familes everyday.
That starts with everyone believing that
all wyures are preventable, and That ewill
happen with the Kimds of cultuwral changes we

are working towards.

We also actiely promote public satety awareness
— +he look up and Ive campaign, care with
electrie blankets, avoidmng wprotected electrical

leads arowd pools and we're domg our best 7o

make sa,fa‘/‘az switehes accessible 70 all homes.”

SAFETY

As part of developing a safer work environment, a new DO NOT OPERATE
device was developed to reduce the risk of incident when a pole is under access.
Replacing the traditional plate on the pole, the colourful device is placed directly
on the disconnection point to ensure instant recognition.

(ERGON ENERGY<24>Annu0|Report2002/‘
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Doing it well - promoting a strong safety culture across the organisation.

Maintaining Safety Essentials

Launched as Safety Essentials, Ergon Energy’s safety
program promotes a culture where personal and public
safety is everyone’s highest priority. The program
encompasses education, training, standardisation of
work practices and systems, as well as the
establishment of accountability at all levels.

The five key focuses of Safety Essentials are:
1. A common safety management system across all
areas of the business.
2. The development of a ‘safety culture’ fostering an
employee mindset that all injuries are preventable.
3. Achieving full legal compliance as a minimum
benchmark and exceeding safety standards where
appropriate.
4. Ensuring all employees are competent to
perform their tasks safely and effectively.
5. Ensuring all contractors perform work
in compliance with legislation and
agreed safety plans.

With a common safety management
system being progressively
implemented, we have been able to
share knowledge and ideas, and
benchmark safety performance, across
our widespread work sites.

We updated our corporate Safety and
Rehabilitation Policies as the cornerstone of our
overall safety strategy. We are now actively
promoting effective workplace rehabilitation to
achieve the earliest possible return to meaningful
and productive work for all employees who sustain
an injury or suffer an illness.

Better safety performance

Safety Essentials has put Ergon Energy on the road to
an injury-free workplace. Our second corporation-wide
safety audit by the National Safety Council of Australia
(NSCA) showed widespread improvement. The
program has delivered 3-Star performance overdll,
moving us closer to achieving our 4-Star target. In
addition, numerous depots have achieved significant
periods without a lost time injury. The entire North
Queensland field operations group recently achieved the
milestone of 12 months without a single lost time injury.

While these developments are encouraging,

unfortunate events during the year have ensured we
will not be happy until we achieve zero workplace
injuries. With this in mind, we appointed a General
Manager to drive the Safety Essentials program and
deliver at least NSCA's 4-Star rating across the
organisation by 2003.

Injury Illness Statistics Index
250

200

100

Dec 2001 Jun 2002

A safer network for our community

The considerable investment in the network, discussed in
the Reliability section, is good news for public safety.
‘Securing the Network” will remain a priority for the current
four-year regulatory period with a maintenance and
capital spending commitment increase of over
30% - over $300 million more than was spent
over the previous four-year regulatory
period. This funding will enable us to review
the status of protection equipment on every
main feeder line to ensure we have the
appropriate level of automation on the
network for public safety.

Improved safety awareness

Throughout the year we continued communication
activity to educate the public about electrical safety. We
conducted safety campaigns via press and radio
advertising, as well as through the news media. Our
customer magazine, Current, also conveyed specific safety
messages to our residential customers. Cane and cotton
farmers and harvesting contractors were also targeted with
the ‘look up and live’ message after a number of incidents
around powerlines during the harvesting periods. Aside
from the lives this campaign saves, Ergon Energy’s
reputation as a responsible utility has been greatly
enhanced - four out of five (80%) of customers believe we
are safety conscious, a significant achievement for the
company.

Making safety switches affordable

We have continued efforts to make safety switches
affordable for all households. Through a tailored payment
plan, our customers can pay off the cost and installation of
safety switches (about $250 for a standard installation)
over a number of electricity accounts.

This initiative has been well received as safety switches are
seen as the frontline in residential electrical safety. They cut
power in a split second and can save lives in the event of
accidental contact with live wires or a faulty appliance.

Recent electrical safety reforms make a safety switch
mandatory whenever a Queensland home changes
ownership. Under this new legislation, it is every home
buyer’s responsibility to have a safety switch installed within
three months of ownership transfer.

N
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What T do comes out of the strategie plan,
looking at where The organisation needs 7o
50 and what we need 10 do 10 get there. A
significant Thing we've done is the Frontline
Management Initiative (FMD, Fo develop

leadership sKills mn our middle and frontlme
managers. With fMI} you might have people
from the National Contact

Centre mixmg with people from

The environmental section or

operations. 7776% learn
what The others do and
what affects Fhem. That
forms really strong bonds.
I+ fosters a Feam spirit
and people are happrer.

w The biggest positive That
came out of the statff
$4,7‘/5[4,¢7L/0V7 sar\xe7 was /05
secursty. Our people don't have +o

"Ergon Energy put another power supply m for
me. When we first started out, we had one
outle? and I wanted another outle? when T
buwlt The new shed. E\/@r?éoz/%s professional
approach and work commitment was great. It

worry about where Their next meal's
commg from so They can et on with

enpoyIng +hesr /055 and cOn?‘mba%/n? 7o
' was rammg and 7‘/7@7 came and hooked it up

sa,f@/y and e[[/c,/@n‘/'/?. 77767/ had 7+ over and
done within half a day. I was impressed with
what they did. It helped me, and the blokes on
The ground did a really good /06.”

7he success of the compam?.'

Since the amalgamation of the six smaller distribution companies and the retailer into one large
organisation now known as Ergon Energy, our challenge has been to combine the respective strengths of these companies

into a single enterprise - one of the most challenging change programs ever undertaken in Australia.

Ergon Energy’s Change Program aims to ensure we can provide best practice, nationally competitive
and cost-effective services to customers across regional Queensland and beyond. In turn, we aim to provide career and

personal development opportunities for our internal people - our energy experts.

Doing it well - building a culture based on expertise.

The Change Support program, launched in early 2001,
continued to support our people through the change

Over the year we made a conscious effort to .
process with both career support and change management
concentrate more on the people aspects of our . . - .
services. We built on our change capability by creating
Change Program. Two of the key areas were .
P s it and Ch S . awareness of the people aspects of change, conducting
rogram support.an ange support. change impact assessment in all projects and ensuring that

The Program Support group provided general support consistent change tools were used across the organisation.

to our staff through the changes under way via project
management coaching and training. The group acts
as a change agent ensuring the development of
effective project management disciplines, the
coordination of project interdependencies, the provision
of suitable resources and issue resolution, as well as
effective communication. They also helped staff engage
in the change program by ensuring projects under way
were aligned with our strategic vision.

To help our employees better understand what is
happening across the business, and enlist support for the
changes under way, we significantly increased our focus on
effective staff communications at all levels. This result has
been delivered through a whole-of-business internal

communications plan.
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We are now meeting the challenge of multiple workplace
cultures and the dispersed nature of our workforce through
targeted communication across a range of mediums.
Using video and CD technology with our Elink
communications program, which supplements the team
briefing process, we have been able to provide consistent
communication to the workforce despite the remoteness of
some locations. The effectiveness of this program has been
endorsed by our staff satisfaction surveys. The Employee
Opinion Survey conducted at regular intervals has shown
that staff satisfaction had increased 20% to its highest level
ever of 65% - a significant whole-of-business improvement.

Overall Employee Satisfaction
70%

60% 60% Target /

50%

1999 2002

Working together

A major human resource achievement for the year was the
certification of a new statewide industrial agreement for
Ergon Energy employees by the Queensland Industrial
Relations Commission. This three-year agreement sets out
a common set of working conditions for staff in all regions.
It replaces separate industrial agreements inherited from
the six merged regional electricity distributors and our retail
operations. This agreement has the support of both the
unions and management. It establishes fair and consistent
conditions for staff and provides a platform for service
improvement initiatives across our regional Queensland
service area.

Incorporated in this is Ergon Energy’s job security
commitment - a policy of no forced relocation and no forced

redundancies for staff affected by organisational change.

More skilled people

An important aspect of the Change Program has been
the training of our managers and leaders, particularly in
the field areas, as part of our ongoing investment in
staff training and development. This covers a wide
range of disciplines - environmental management,
safety induction, problem solving, four quadrant
leadership, frontline management, asset inspection
and project management. Even the specialist training
undertaken is on a large scale - more than 1,500
staff took part in training for a common switching
and access process for our network. Employee
participation in these programs is recorded to
improve our management of individual
performance and personnel development.

More opportunity

Last year Ergon Energy employed an additional 31
new apprentices and 27 trainees across a range of
key electrical and support roles - engineering,
information technology, administration, line and
electrical work, as well as mechanical and diesel
fitting. The training not only creates career
opportunities, it develops valuable trade skills
necessary to deliver essential services to regional
Queensland. This development is a critical part of
our future, as without apprentices we have no
tradespeople.

Many of these apprentices and trainees are from
smaller towns in regional Queensland. With this
program, they don’t have to leave home’ to find
work and gain valuable trade skills.

An employer of choice

This year saw the instigation of a five-year Equal
Employment Opportunity (EEO) Plan 2001-2006.
This involves training all employees in matters
relating to discrimination. As a result, our staff will be
able to recognise and prevent harassment and
workplace bullying. The Plan aims to build on our
commitment to a workplace free of discrimination
and cement Ergon Energy as an employer of choice.

Our commitment to the principles of EEO has never

been stronger. In order to deliver on our belief that

‘our people make us strong’ we are continuing to

invest in the development of a strong corporate
culture - one of respect, where all staff have the
opportunity to develop and contribute in a workforce
that reflects the broader community.

The Elink program, which uses video communications, helps us to
communicate consistently to the whole workforce despite its diversity
and disperse nature.
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"As part of our ONGOMG commrtment 1o environmental management,
weve been conduetng environmental audis across ouw major sites,
over 400 all up Throughout Queensland. We visit The site, checK The
wety ‘/‘/767 handle and store hazardous /‘maff‘ef/a.ls) and many other
environmental management sssues. (e ensure -fhe%'re smplementng
our cOKpOFa,‘/‘@ environmental po//c/es ) /bOr)/‘/“OF/m? and ‘/‘Fa,/m/n? s7- d_[[
appropriately and have The necessary emergencyy response
procedures i place. e assess Thew waste management and

ré ec,%/m? ca,pa,é///‘/"/as,

Onee each site audit 15 complete, we conduct an Environmental Risk Assessment and develop an Action

HPlan 70 outline ways They can continue 10 make improvements. We Then prepare Them an Environmental

Management Manual specific 10 Thewr audt and action plan.

Mey JOé 15 all about mmimismg The risk 1o The environment. We have a team dedicated 70 This across 1he
orgayisation. We also have expertise m renewable energy, from coogeneration 1o remote area power

supply systems. TFs all abour Faking our environmental responsibility 5@00145/7.”

"le love Living out here, but we wanted 10 have
some modern-day comforts liKe everybody expects.
And 67 harnessing The suwn with Ergon Ene'”?%’s
stationpower system we're SAVING 0N runing costs
and the environment. The first night we switehed
off The generators, ;7 was absolutely amazing! I

never imagmed i+ could be so quet.

As the operator of one of Australia’s largest and most diverse electricity distribution franchise areas,

encompassing a broad range of sensitive environments, we have a responsibility to make environmental and community

considerations a high priority in every energy supply decision we make.

Ergon Energy is committed to our environmental responsibility. We regard it as an integral part of our

business operations in delivering the best outcome for our customers and the community as a whole. We are one of

Australia’ largest purchasers of new renewable energy, we’ve taken on the Greenhouse Challenge and we take all due care

when working in environmentally sensitive areas. This commitment has been reflected in recent research which shows over

60% of our customers believe Ergon Energy is sensitive to the environment.

Doing it well - with all due care.

In December 2001, Ergon Energy’s Transmission and
Distribution Services division achieved certification to
ISO14001 - an environmental management standard
measuring environmental quality by ensuring correct
policies and procedures are in place.

Achieving ISO14001 certification for this division was a
major step towards ensuring Ergon Energy’s Environmental
Management System (EMS) met recognised benchmarks.
This provided the framework for the coordinated
management of our environmental obligations across all
business units. A key requirement is a commitment to
continued improvements in performance.

In response, we now run a program of specialised
environmental training. Procedures are in place to ensure all

new employees and contractors are aware of
environmental policies through comprehensive
induction processes. These courses include
environmental awareness, management of fuel and
oil spills and a field environmental overview.

Our commitment to gaining certification to
ISO14001 for the entire business by 2003 has led us
to invest heavily in our ongoing EMS project.

Greenhouse gas abatement from our business operations

is integral to our EMS program. As testament to our
commitment, we have drafted a voluntary agreement with
the Federal Government’s Greenhouse Challenge
program, which is currently being finalised. The program
allows businesses to publicly set targets and agendas for the
progressive reduction of their greenhouse gas emissions.
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Our agreement covers emission reductions in remote
generation, electricity infrastructure, buildings, plant, fleet, end
use and waste. Current estimates suggest we will have

reduced our contribution to Australia’s greenhouse
gas emissions by about 20,000 tonnes a year by
2005 - equal to taking 5,000 cars off the road.

Ergon Energy was one of the first retailers to
establish renewable energy targets. This
year we purchased enough clean energy
to power over 20,000 homes. We are also
working with our customers to reduce their
emissions through energy efficiency
awareness programs and the promotion of
‘green’ energy products and services.

Recently we invited customers and members of the

general community to help further develop our draft
Code of Practice for managing trees around powerlines.
This was to ensure the Code reflected community
expectations and was sensitive to environmental issues.
Participants appreciated the opportunity to provide input
into this significant issue. They agreed it was necessary
to trim vegetation to ensure personal and property safety
and minimise vegetation-related outages.

The primary objectives of the Code are:
to ensure public safety
minimise vegetation-related interruptions to
electricity supply
reduce the risk of fire
establish management practices balancing
electrical safety, reliability of the electricity system
and community costs, with conservation values.

Ergon Energy has been exploring ways to harness
renewable fuels from such by-products as wet waste,
animal waste, digester gas and other fuel sources.
These sources will add to our green energy purchases,
which are currently sourced predominantly from
bagasse - a by-product of the sugar milling process.
This energy produces one-third of the greenhouse gas
emissions of conventional electricity and is enough to
power 30,000 homes each year.

By working closely with the large majority of Queensland

sugar mills, we have been able, through better energy
management and infrastructure investment, to increase
the utilisation of energy within their operations and export
a higher percentage into the grid. Not only does this
benefit the community, it provides significant revenue for
an industry enduring challenging times.

Our stationpower® systems remain at the forefront of
eco-friendly isolated power supplies. Harnessing both
the sun and the wind, it provides a tailored solution for
each individual site. Queensland Parks and Wildlife
Services have utilised six of these units in environmentally
sensitive areas around the State. stationpower® also won
the Engineering Excellence Award in the environment
category Queensland Division of the Australian Institution
of Engineers’ Excellence Awards for 2001.

PERFORMANCE REPORT

In a world first, Ergon Energy launched a major co-
generation project with local macadamia processor,
Suncoast Gold Macadamias. Over 20 years, this
partnership will turn approximately 5,000
tonnes of waste macadamia shells into ‘green’
energy - and export it into the national grid -
powering up to 1,260 homes and reducing
greenhouse gases by 7,700 tonnes annually.

As one of the largest purchasers and traders of
new sources of renewable energy, we are
committed to providing our customers with easily

accessible renewable energy options. Recently we joined
forces with the National Green Power Accreditation Program
to promote the use of green power.

To date more than 6,400 customers have signed onto our
Ergon Clean Energy program. This support has enabled us
to purchase approximately 28 gigawatt hours of renewable
energy - equivalent to saving 28,000 tonnes of carbon
dioxide emissions or taking over 6,600 cars off the road.

We continue to actively promote energy-efficient practices to
our customers and the community through our website,
brochures and our suite of ‘energy saver’ products. Do-it-
yourself household energy audits are available on our website
and through brochures. The audits help customers evaluate
their energy usage in each room of their home to find ways
where efficiency can be improved and savings made.

Our website also has an interactive tool, called EnergyEd, to
help educate students on energy production and use,
including electrical safety, efficiency, renewable energy and
the environment.

Along with more direct environmental initiatives, our
comprehensive sponsorship program retains a strong focus
on community-level environmental involvement. Ergon
Energy’s annual Tidy Towns competition encourages
regional Queensland towns to vie for the title of cleanest,
greenest town in the State. By supporting revegetation
projects like ‘The Children’s Tree Planting’ program - in
conjunction with local authorities and environmental
groups - we are helping engage local school children and
the community at grass roots level.

Our support of Regional Queensland in the 21st Century
Conference helped put regional Australia’s development in
a global context, exploring the impact of climate change
and other environmental issues.

We also helped rare Lumholtz’s tree kangaroos on the
Atherton Tablelands in Far North Queensland by erecting
shelters on old power poles and placed a humber of large
hexagonal owl nesting boxes into trees near Tully.

We are publishing further information on our environmental
initiatives in a more comprehensive Environmental Report.

N
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Building better

Aetueving auwr commeresal Targets.,
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lan Mcleod - Ergon Energy Asset Inspection
Defect Management Project Director

“lWith the /(/L?d,cﬂj companies we had six
different mspection processes and They
collected data mn many different ways.
We had Fo deal with aroumd Z4
mspection contractors and 15 databases.
we've progressed sx?mfxc,a,n?“/@, simece Then.
Now, Through standardisation, we've rolled
our nspection processes 1o one - with
OH/LJ/ Three contracts m place and o
smgle database.

In terms of ‘f‘ec,hﬂO/O?A‘T} we've mvested mn
what's 54,515,4,//7 a hand-held computer
Fhat mspectors use out i the freld and
a networked ma,»'m.?emen‘f Szys‘f‘e/‘n. T+
bring enormous efficrencies and top
data - and cer“/‘a,/n/Lf make The /05
more Sd.‘f‘/S[LJ/H? [r‘O/‘n an asset
ma,rm.?emen‘f pont of view. We can

4,”4,/756 data The same weay e\/er‘%wher‘e}
4

compare and benchmark regions and look at
Fhe statistical performance of our asset. (e
can start 70 forecast our condemnation rates,
future budgets, 1that sort of +hing, over a
period of Fime. I+ will impact on The way we
operate our busimess and help us Towards world

class asset ma,rm,?emenf

Simon Bartlett, Powerlink Queensland
General Manager Network

"Powerlink Queensland owns and operates
Oueensland's /7/?/7—V0/‘/‘4,Uq€, e/ec,‘/‘r”/c,/‘/‘?«
Fransmission network. Er‘?on Ener‘?tj maintains
This network TFhroughout regional Queensland
Through a Service Level Agreement. They have
/7/5,/7/?« skilled staff located across +he 5‘/‘4:/‘6,
wherever we need Them.

The partnership approach with Ergon Ener?iy
has helped us meet the targets set by The
Regulator for lower mamtenance costs and
improved network performance. Through The
development and implementation of imnovative
maintenance practices we have made
substantial gams. Thew crews work over |00
metres i The air using helicopters 70 assist in
changing glass msulators on The Z75 000 volt
Fransmission lines. They also use ‘bare hand'
live line mamtenance Fechnigues. Overall we all

win = Powerlink | Ergon Ener‘g% and our customers.

To be a nationally competitive, Queensland-based energy business which:
e delivers quality, cost effective energy solutions to both our business and residential customers
o capitalises on the benefits of recent reforms to support a sustainable Queensland electricity industry, allowing us to

return appropriate commercial returns to our Government shareholders and the people of Queensland.

Ergon Energy delivered a strong financial performance over the last financial year - with an increase
of over 37% on our profit before income tax taking it to $116.2 million. At the same time we have strengthened our business

platform for the future, delivering not only financial performance, but on operational and service improvements. We have

also made major improvements in risk management.

Doing it well - achieving our commercial targets.

Delivering commercial success

This year’s results mean the group has once again
outperformed the profit targets agreed with our
Shareholding Ministers reflecting continued steady profit
growth in both our Distribution and Retail businesses.

The commercial success story of Ergon Energy is further
highlighted by the consistent improvement in Return on

Assets from 4.1% in its first year of operation (1999/00)
to 6.0% (2001/2002).

Through prudent management we have been able to
manage merger costs and dividend payments, as well as
allow for major capital expenditure. We have maintained a
healthy capital structure evidenced by Standard and Poor’s
credit rating of AA+, the highest issued to an Australian
utility. This rating placed Ergon Energy in the same league
as some of Australia’s top companies and ahead of its
energy sector competitors.

Over the coming year our focus will remain on securing the
business - achieving more effective operational control and
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strengthening our risk management. We will then be in a
position to make significant productivity, efficiency and
service improvements in 2003 / 2005. By laying solid
foundations now, we will be able to move from a position
of operational excellence to targeted growth.

and corporate governance

In response to the Government’s decision not to progress
to Full Retail Contestability in Queensland at this time,
we realigned many of our retail activities.

The consolidation of back office processing activity
from eleven locations to three and the first year of the
National Contact Centre were both business

The Distribution business (Ergon Energy Corporation

Limited) once again exceeded its financial targets. To ensure we fully meet our corporate governance requirements and are prudent in our risk

Earnings before interest

Distribution Business Performance and tax for the year was a

Earning Before Interest and Tax

strong $180.2 million - an

successes. With the support of re-engineering work
processes, they have helped streamline service
delivery. By supporting a reduction in the overall cost

management approach as appropriate for the industry and dynamic environment we operate in.

The role of the Boards of Ergon Energy Corporation Limited and Ergon Energy Pty Ltd is to set the

$200 |ncrec:e of $24 million to serve - together with other initiatives, like the take strategic direction, oversee our financial position and monitor the business affairs of the group on behalf of the shareholders.
over the previous year. . . . o o
up of cost-effective payment options and a stronger The Boards also oversee our corporate governance activities by establishing overall policies for the group.
< $150 The Distribution business focus on credit and debt management - these
éf is made up of four areas: achievements are helping the company meet our
= $100 ¢ Regulated distribution, regulatory efficiency targets.
non-regulated distribution ) ] ] - 11 ﬁ ] ]
1999 2002 9 . A number of growth-orientated programs were also Doing it well - with effective risk management.
assets, regulated isolated .
. . . progressed this year. We progressed the
generation, and a contracting business. . .
development of an electrical service product and . . . . . .
. . . priority to issues like safety, the environment and industrial
Over the past year our main focus has been on the reached a commercial agreement as the first step . . .
" . o gl relations. They also ensure our key operational issues are
regulated areas of the business - both on laying the towards establishing a back office joint venture as .
. ) . o ) - ) ) ) managed consistently throughout the group.
platform for best practice asset management, including a means of significantly upgrading our ability to To ensure all issues relating to governance and risk
targeted increases in capital investment - and initiating service customers in regional Queensland. management are adequately addressed, the
s:bs(;on(;r{alt. eff(ljaency |mprovements through In our wholesale operations, stronger margins Dlrec‘rc.>rs ar‘e supported by the following advisory Ergon Energy is committed to effectively managing risk as
standardisation and process review. were obtained, chiefly by performance committees: an inherent part of our operations. To ensure we meet this
Capital works expenditure on the network system for the improvements in the southern markets. Supported Audit and Legal Compliance Committee - covers challenge, the following initiatives were undertaken during
year was $201.6 million, $23.9 million above the target of by positive sales, hedge positions and lower pool the group’s financial integrity, legal compliance, the year:
$177.7 million . This was mainly due to the focus on defect prices during the earlier parts of the year, the business risk, audit effectiveness, compliance Electricity trading risk
rectification and asset refurbishment. trGodlng ofEeIectr|C|ty ogd TanwonmbelntalEciontrfjc.:ts Wlth. laws and regulations, and its code of Ergon Energy established Value at Risk methodology for
Our financial results show we are already capitalising on (C l:,?n ) nergy and entefgot Z " ect:qatty l;},lsmeéslcRo'n:l;\;t C ) . reporting our electricity trading risk and conducted a major
efficiencies with a reduction in overall work unit costs. We N fl icates) oc\;e CllgC”E contribute sfrfontg:; Y Ot f.lnanc.m: .'Sk anagement 'orlnr;\jﬂee ; rev!e.ws review of our trading risk management policies. As part of
have taken advantage of improvements to contract per orrr.mnci. .eka SC; ecame more € dec IVZ. a inancia 'rls' n.qo.nagem.ent, inclu |nq electricity, this review, a new Electricity Risk Management Policy was
arrangements and benefited from growth in both regulated m?.ni.gm?ht e r: s o oft;r i.ustc.m:er 0: trading E'GS' Cl’edltlilquldlfy and E\terest. rate risks. ) finalised o Teflect Tarket-developments and an increased
and non-regulated revenue. Transmission Use of System activities through more effective integration. uman des.ources hommn—tee - rTm es understanding of the complexity involved in controlling
Charges were higher than previous years as a result of recommendations on uman resource issues electricity risk within a competitive market.
higher ener sage in summer months. Revenue earned and  our employment policy framework,
fg gyr gd Y includi - evenu i including conditions associated with both We also continued to lead the way within the electricity
ror‘r] 'non—regujtle custf)r.ners, ine u. N9 energ}/ |nh.u.:ry contract and award employees. industry by using mark to market accounting practices.
phartlapon.’rs and large mining operations, was aiso higher Business Development Committee - established This approach fully marks our energy contracts to current
than previous years. during the vyear to review and make market prices to better monitor our position and improve
recommendations on business development and our risk management.
Retail Busi p The Retailer (Ergon Energy S|gn|f|c?antl |n.ves'tment opportunities.  The Operational risk management
Ee al, us];ness Ierformanccel I Pty Ltd) again significantly Commlﬁe.e' $ aim is to ensure orry develc?pment Major corporate projects were commenced in areas such
ciliygs gl litiest ardt e improved its contribution opportunities 'ado.pted. are consistent with the as workplace health and safety, environmental
to the overall performance. overall strategic direction ?f the group and with management, asset inspection and defect management
$20 Earnings Before Interest our stakeholders’ expectations. and a range of other areas to minimise our operational
and Tax for the year were risk. In addition, an external review of risk management
$10 $21 million - an increase strategies, processes and structures across all areas was
5 As part of the Executive Management Team’s corporate .
2 of $10.3 million over the i o conducted. A common risk management software tool has
= $0 , previous year. Increased goverrmnce program, .strt?teglc CO'Orde.t'O.n S.Ub' been selected to standardise and integrate risk
1999 2002 offectiveness of the core committees have been instigated for the distribution, management processes.

retail business - by
addressing profitability and core service standards -
supported this result.

The Broncos partnership maintains our commitment to a major
Queensland sporting institution, as well as reinforces the Ergon
Energy brand in the contestable energy markets.
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retail and growth areas of the group. Investment review
sub-committees have also been instigated. These bodies
review capital investment in the supply network, new
business initiatives and growth opportunities. They also
review major corporate change projects.

During the year we also established a number of
management committees to oversee significant operational
issues and report to the executive. These committees give

Internal control and management reporting

A comprehensive internal audit program is being used to
monitor internal controls and system integrity at all levels.
Senior executives provide detailed reporting on major risk
exposures and legal compliance obligations. Reports are
also provided on legislative change, compliance initiatives
and external developments.

N
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