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Six-month Highlights
A focus on customer delivery channels and simpler online processes
helped maintain market leadership.

EBITDAF

175.5

$

m

1.5%

NPAT

Total customer accounts:

36

$

m

Total generation output:

3,377

GWh

643,721
31 December 2014: 638,790
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185

kW

Solar power
business launched
of solar photovoltaic panels
installed in first 6 months

Genesis Energy mobile app
launched September 2015

Energy Online’s anti-door-knocking video went viral with

5,000,000

Genesis Energy
Facebook page launched

views on YouTube

Two 250MW Rankine units
will retire by December 2018
(subject to market conditions)

Agreed partnership with
Enphase Energy to trial
battery storage

Genesis Energy
Procurement Team
tops the Australasian
Procurement and
Supply Awards
Genesis Energy wins
Tūroa te Ao – Act for
Nature Award

You can contact the Board of Directors at any time by emailing: board@genesisenergy.co.nz
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Chairman and Chief Executive’s Review

“We are positioning ourselves
for success in an industry that
is rapidly changing.”

In a consistently fast-changing
environment, customers are being
presented with an ever-increasing
range of energy services and
solutions. Genesis Energy, as market
leader in both electricity and gas retail
connections, is at the forefront of the
change with new product offerings
such as direct sales of solar panels
and new services such as apps and
revamped websites. Genesis Energy
is meeting its customers’ needs in
ways that work for them.
In the six months to 31 December 2015,
competition for electricity and gas
customers continued with high
switching rates compared to similar
markets offshore. Against this
trend, Genesis Energy and our
challenger brand, Energy Online,
successfully stabilised customer
account numbers and finished the
half year with a slight improvement
in total customer accounts.

EBITDAF

1.5%

EBITDAF increased to $175.5
million from $172.8 million in the
same period of FY2015

Earnings before net
finance interest, taxation,
depreciation, depletion,
amortisation, impairment,
fair value changes and
other gains and losses
(EBITDAF) increased
1.5 per cent to $175.5
million, from $172.8 million
in the half year to
31 December 2015.

EBITDAF

$98.0m

The Energy
Management
business
was stable

EBITDAF

$39.4m

Genesis Energy’s
share of the Kupe
Oil and Gas Field

EBITDAF

$57.0m

Earnings from
Customer
Experience grew
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Better than expected renewable
generation output, a focus on customer
service channels, simpler processes
and customer acquisition helped
Genesis Energy deliver an improved
financial result for the six months.
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EBITDAF from the
customer experience
segment

29%

up to $57.0 million from $44.2 million

The increase in earnings was
gained despite a slight decrease
in revenue – down two per cent
from $1,067.8 million to
$1,041.6 million.
Earnings (EBITDAF) from the
Customer Experience segment
grew 29 per cent to $57.0
million from $44.2 million.
The Energy Management
segment was stable at $98.0
million EBITDAF.
Genesis Energy’s share of the
Kupe Oil and Gas Field delivered
EBITDAF of $39.4 million
(FY2015 $46.9 million).
Cashflows increased as a result of
careful management of stay-inbusiness capital expenditure and
a reduction in tax expense. The
interim dividend of 8.2 cents per
share, which is 2.5 per cent higher
than the interim dividend of
FY2015, represents 72 per cent
of Free Cash Flow. The interim
dividend, which will be 80 per
cent imputed, will be paid on
15 April 2016 (record date is
1 April 2016).
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Change of
leadership

The Board of
Genesis Energy
announced in
August 2015 that
the Company’s
Chief Executive,
Albert Brantley,
would retire from
the Company.

“I am proud to have
led Genesis Energy
through its transition
from an SOE to a
customer-focused
energy services
business.”
“Albert has successfully led
Genesis Energy through some
of the most exciting and dynamic
years in the New Zealand energy
sector. He has contributed
significantly to the Company’s
focus on delivering to customers and
to its shareholders and stakeholders.
His approach has helped establish
the credibility of Genesis Energy
in the electricity and gas markets
and with investors, and he played
a major part in the successful
Genesis Energy share float.

We were pleased to announce in
December that Marc England,
currently a senior executive with
AGL in Australia, would join the
Company as Chief Executive on
2 May 2016.We are delighted to
have secured a high-calibre chief
executive with very recent experience
in strategic leadership and new
energy technologies.”
– Dame Jenny Shipley
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Executing
the strategy
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Genesis Energy has five key strategic
goals, all of which are reviewed and tested
each year. The Board of Directors, senior
management and employees are focused on
delivering against the strategic goals in order
to drive long-term value to the business
and, ultimately, to our shareholders.

Genesis Energy is focused on
delivering against

1

Portfolio transition

One of five strategic themes for the
Company is portfolio transition –
positioning the Company’s generation
fleet and fuel portfolio to meet the
changing wholesale market. An action
taken to implement this strategy was
the August 2015 announcement
to close the two remaining coal/
gas-fired 250MW Rankine units at
Huntly Power Station by December
2018, subject to market conditions.
The Company took this decision on
the basis of low utilisation of the two
units (even during low hydro inflows in
2015) due to new lower-cost-to-run
generation plant entering the market,
and increasing costs to maintain and
operate the 35-year-old plant.
We took the decision to make a
relatively early announcement on the
retirement date in order to provide
the electricity market, the Huntly
community, and our employees
sufficient notice and clarity about the
future of Huntly. The long timeline also
provided Genesis Energy the ability to
further assess the future development
of peaking plant on the Huntly site to
meet its own potential future needs.

5

Key
strategic
goals

While there has been
continued speculation
about the announced
retirement date,
particularly given the uncertain
future of the Tiwai Point smelter in
the wholesale electricity market,
Genesis Energy has not changed its
position and continues to prepare for
the 2018 date. We have, however,
been open to the market that if we
can see an economic justification
to keep the units operational which
allows us to make a reasonable return
for our shareholders, then we will
do so. We are engaged in multiple
discussions with market participants
and we will continue to look for
commercial outcomes.

The retirement announcement
of the two dual fuel Rankine units
activated several work-streams for the
Company in respect of fuel supply,
electricity supply for our customers
and plant operations and maintenance.
The fuel supply outlook dramatically
changed in September 2015 when the
Company’s coal supplier, Solid Energy,
was placed into administration. This
triggered an exit clause in our coal
supply contract with Solid Energy that
provided the right to terminate the
contract, and, as a result, the final coal
delivery was received for the retiring
units at Huntly Power Station on
25 October 2015. The units will continue
to burn a mix of planned stockpiled
coal and gas until their closure.
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“Our customers
want more
simplicity and more
digital solutions.
We are committed
to delivering that
for them.”

2

Customer experience

Creating relevant customer
experiences to realise value for
the Company is another strategic
goal and a number of initiatives
have been created, or are in
development, in order to execute
this strategy.
An example is the new online channel,
‘Home Moves’ for customers who
move residence, that was launched
for both Genesis Energy and Energy
Online. This channel caters for
home moves of all types, including
for homeowners and renters, in a
convenient way to ensure they
will be fully connected when they
arrive at their new address.
Moving home is often a point
where customers consider
changing their utility providers
and Home Moves is designed to
both attract new customers and
to reduce existing churn rates.
To add to the attraction of using

a home move proposition, the current
offer includes a telecommunications
offering from Spark. Future plans are
to involve other home-move-related
partners to increase the convenience
levels for customers.

3

Digital acceleration

A third strategic theme is digital
acceleration – creating digital
tools, processes and thinking that
engage our customers and add
real value to them while reducing
our costs to deliver. A number of
‘foundation investments’ have
already been identified.
Current work is focused on digital
infrastructure in order to build
a platform that positions the
Company for future growth. We
are also selecting and partnering
with external vendors such as
Spark and Microsoft to provide the
means to create new customer and
employee oriented services.
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Financial Year

2016
Creating new customer
products and services

4

New ventures

The identification and launch
of new ventures that are directly
or indirectly aligned to existing
Genesis Energy business activities is a
fourth strategic goal. This component
of the strategy is designed to add,
over the long term, more revenue
streams to the Company’s operations.
To this end we have created a new
ventures team to launch trial projects
and to develop new relationships with
strategically aligned partners. In the
second quarter of the Half Year, this
group launched a new business selling
solar panels directly to residential and
commercial customers. In the Half
Year, the team sold and oversaw the
installation of a total of 185kW of
solar panels for seven customers.
Home energy storage is also a
focus with the trial of battery
storage set to commence with
selected Genesis Energy customers
in the fourth quarter of FY2016.

5

Kupe

Finally, maximising our return from
our investment in the Kupe Oil
and Gas Field is our fifth strategic
goal. With Kupe, our focus remains
on proving up reserves, assessing
options for acceleration and
concluding the planning for Phase II
of the field development.
The Phase II Development Plan is
expected to be finalised in the fourth
quarter of FY2016. It will determine
the timing and magnitude of further
capital expenditure in the field.

9
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Operational performance
Genesis Energy derives value for
its shareholders and stakeholders
from three distinct but interrelated
revenue streams – the Kupe Oil and
Gas Field, energy production and
wholesaling, and energy retailing.
Gas from Kupe is used both for
electricity generation at the Huntly
Power Station and in direct sales

to commercial and residential
customers. Electricity generated
at the Company’s thermal and
renewable power stations is sold to
our industrial, commercial and
residential customers. Genesis Energy
also sells solar photovoltaic (PV)
panels to commercial and residential
customers in selected regions of
New Zealand.

Stable customer
accounts

A positive trend during the six months
was the stabilisation and then growth
of customer accounts for electricity.
This was a turnaround after two years
of steadily declining account numbers.

Energy Online
customer account
growth from
74,400 to

80,400
At 31 December 2015,
Genesis Energy had

522,586
At 31 December 2015, Genesis Energy
had 522,586 electricity customers,
a one per cent improvement over
31 December 2014.
While acquisition costs increased,
there was growth in Energy Online
customers and an overall reduction in
switching rates, which, on a 12-month
rolling basis, is now lower than that
of the broader electricity market.
A number of factors were behind the
turnaround: the July 2015 launch
of a new Energy Online website
with a simpler sign-up process;
strong channel presence throughout

over the six
months to
31 December
2015

electricity
customers

the calendar year; and attractive
customer offers such as the Bill
Holiday promotion.

Online variant of the app and new
payments functionality, was launched
in December 2015.

Several significant releases of digital
self-service have been implemented
during the reporting period, and early
indications are showing that they are
meeting the needs of customers. On
21 July 2015, the new Energy Online
Website and My Account launched,
followed by the first of four iterations
of a new mobile app with a raft of
improvements and simpler interactions
(initially under the Genesis Energy
brand). The second iteration of the
mobile app, which includes an Energy

The relaunch of Energy Online
as a national challenger brand
was supported by the redesign
of the new customer sign-up
process which removed several
non-essential steps. Energy Online’s
‘simple but brilliant’ brand proposition,
backed up by an online campaign
and videos (one of which received
five million views), resulted in Energy
Online customer account growth
from 74,400 to 80,400 over the six
months to 31 December 2015.
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Electricity Customers and Market Share
Customers by Installation Control Point (ICP)

Market share

550,000

30%

540,000

29%

530,000

28%

520,000

27%

510,000
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500,000

25%
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460,000
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20%

Share of Total Market

Customers by ICP

Generation increase driven by renewables
National hydro-storage levels were
above the long-run average throughout
the first half of the period, and had a
corresponding dampening effect on
the wholesale electricity price which
ranged between $40 and $80/MWh
and averaged $54.53/MWh.
Wholesale electricity prices firmed
towards the end of the Half Year (H1)
due to reductions in national hydro
storage and the impact of the closure
of Otahuhu B thermal plant.
This led to an increase in
Genesis Energy’s thermal generation
towards the end of the Half Year as the
Huntly Rankine Units and Unit 5 were
offered long into the spot market period
in November and December 2015 at
times when wholesale prices increased.

Hydro storage for Lake
Waikaremoana was significantly
below the long-run average for
most of the first quarter, until late
September 2015 when a significant
rainfall event drove storage from
50 per cent of average to over
125 per cent within the space of
a week. Tekapo hydro storage
remained below average also;
therefore, both Waikaremoana and
Tekapo Power Schemes’ generation
was down compared to the same
period of FY2015.
Significant inflows into the Tongariro
catchment enabled the power
scheme to increase its generation and
consequently total renewable generation
was higher than Half Year 2015.

Coal-fired generation of 458GWh
was 28 per cent lower than in Half Year
2015 as the Rankine Units were used
sparsely in August and September.
A planned outage of Huntly Power
Station’s Unit 5 for 12 days in
November 2015 was covered by the
Rankine Units. Over 150,000 tonnes
of coal were still burnt; this meant
that the coal stockpile sat at 600,441
tonnes at 31 December 2015,
31 per cent lower than for the
previous 12-month period.
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Kupe Oil and Gas

Genesis Energy’s share of oil production from
the Kupe field in Half Year 2016 was 207 kilo
barrels, 13 per cent lower than for H1 2015 due
to a planned outage of the field’s production
plant that coincided with the Unit 5 outage.

Following a review by
Genesis Energy of reserves data
provided by the Operator, Origin
Energy, proven and probable
developed reserves have increased
by 33.4 per cent, from 27.7 million
barrels of oil equivalent (BoE) to
36.9 million. The reserves increase
not only provides additional volume
from within the existing field
development but it is also expected
that the need for further capital
to lengthen the life of the field
and extract more gas and liquids
is potentially reduced.

Proven and probable
developed reserves
have increased by

33.4%
from 27.7 million barrels of oil
equivalent (BoE) to 36.9 million
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Our people are playing their part

Aligning our people to the Company’s
strategy, which was reset in mid-2015,
has been a key focus for Genesis Energy
in the past six months.
To ensure that the implementation of
our strategy proves to be successful,
it is necessary for our people to work
together towards the right direction
and outcomes.
An internal programme – Play
Your Part – has been developed to
encompass and align the strategic
direction with the individual
behaviours needed to execute the
components of the strategy.
Play Your Part consists of a number
of internal initiatives and says to
our people that they all have a role
to play in adopting the strategy,
no matter where they are positioned
in the Company.
The Play Your Part messages of
Keep it Simple, Make it Happen
and Do the Right Thing apply to all
facets of the Company’s business
activities from customer experience
to digital development.
The Company’s December 2015 Total
Recordable Injury Frequency Rate
(TRIFR) was 4.28 compared to 0.54
at 31 December 2014. We have made
considerable progress on our journey
towards Zero Harm – looking back
to 2011, we were exceeding a TRIFR
of 30.0. However, during the past
six-month period, there were two
medically treated injuries and one lost
time injury at Genesis Energy’s sites.

TRIFR is a key performance
indicator that the Company uses
to measure Genesis Energy’s
improvement in Health and
Safety compared to other
industry participants and
New Zealand and Australian
employers in general. The
number represents the ratio
of recordable injury incidents
per 1,000,000 hours worked.

Number of full
time equivalent
employees as at
31 December
2015

892

Every injury, no matter how
minor, is unacceptable to the
Company. For that reason,
Genesis Energy has multifaceted
and Company-wide programmes
to promote health, safety and
well-being in the workforce.
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Genesis Energy
is a producer
of electricity,
wholesaler of energy
and a market-leading
retailer of electricity,
gas and LPG.

Daily Average Wholesale Reference Point Prices
and National Hydro Storage – FY2016 YTD
Wholesale Price ($/MWh)

Lake Storage (GWh)

$200

3500

$180

3000

$160

2500

$140
$120

2000

$100
$80

1500

$60

1000

$40

500

$20

Total customer accounts

0.8%
since H1 2015

0

1 Jul 15 Jul 29 Jul 12 Aug 26 Aug 9 Sep 23 Sep

7 Oct 21 Oct 4 Nov 18 Nov 2 Dec 16 Dec 30 Dec

Otahuhu (OTA2201)

Actual Storage GWh

Benmore (BEN2201)

Storage 80 Year Average

0

Customer Experience Performance
H1 2016

H1 2015

Percentage
change

Total customer accounts*

643,721

638,790

0.8

Gas customers

106,809

108,217

–1.3

Electricity customers

522,586

517,492

1.0

14,326

13,081

9.5

North Island customers

434,485

434,972

–0.1

South Island customers

88,101

82,520

6.8

Mass-market electricity sales (GWh)

2,394

2,373

0.9

TOU electricity sales (GWh)

621

453

37.1

Total electricity sales (GWh)

3015

2,825

6.7

Retail gas sales (PJ)

4.2

4.0

5.0

LPG sales (tonnes)

2,202

1,944

13.3

$61.90

$72.45

–14.6

LPG customers

Average retail electricity purchase price ($/MWh)

*Includes electricity, gas and LPG accounts excluding vacants.

Genesis Energy Interim Report 2016

15

Fuel and Kupe Performance
H1 2016

H1 2015

Percentage
change

5.1

7.2

–29.2

600.4

870.7

–31.0

24.3

24.2

0.4

Wholesale gas sales (PJ)

8.7

10.7

–18.7

Gas used in generation (PJ)

11.3

9.6

17.7

Coal used in generation (PJ)
Coal stockpile (kilotonnes)
Gas purchases (PJ)

Kupe – Genesis Energy shares:
Gas sales (PJ)

3.5

–2.9

Oil production (kbbl)

207.3

238.9

–13.2

Oil sales (kbbl)

158.6

233.4

–32.1

14.1

15.2

–7.2

H1 2016

H1 2015

Percentage
change

Gas (GWh)

1,476

1,277

15.6

Coal (GWh)

458

641

–28.6

Total thermal (GWh)

1,933

1,918

0.8

Hydro (GWh)

1,431

1,351

5.9

13

11

18.2

Total renewable (GWh)

1,444

1,363

6.0

Total generation (GWh)

3,377

3,280

2.9

North Island (GWh)

2,980

2,813

5.9

South Island (GWh)

397

467

–15.0

$54.55

$71.75

–24.0

1,071

1,143

–6.3

317

348

–8.9

Generation Performance
Type

Wind (GWh)

Average price received ($/MWh)
Carbon emissions from generating
(kilotonnes CO2)
Generation carbon intensity
(tonnes CO2/GWh)

15.6%
Since H1 2015

3.4

LPG sales (kilotonnes)

Gas-fuelled Generation

Kupe LPG Sales H1 2016

14.1kT

Total Hydro
Generation

1,933GWh
Total Wind

13GWh
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Community
support

The relationship between
Genesis Energy and the Department
of Conservation is extremely
important to both parties. Both
organisations recognise that
conservation is good for business,
and business is good for conservation.
There is a mutual desire to achieve
conservation outcomes together,
as partners.
A five-year Whio Investment
Agreement was signed in September
2011 and has delivered measurable
outcomes for the Whio – a native blue
duck that lives only on fast-flowing
water and is an indicator species of
river health.
Whio populations are secure on rivers
that are managed well by hydro
operators such as Genesis Energy, and
when they are protected from imported
predators such as ferrets and rats.

Genesis Energy partners with
organisations that are making a
positive difference to social well-being
or to conservation efforts in the areas
in which we operate.

The Company plays an
important part in our generation
communities by supporting
a range of social and youth
development programmes.
Examples include Foundation for
Youth Development programmes
in the Waikato, the Hillary
Outdoor education centres, and
Curtain Banks in Christchurch,
Wellington and West Auckland.

Genesis Energy recognises that
the ability to pay for energy can
be a struggle for some families.
During the six-month period, we
recommitted to our partnership with
the New Zealand Federation of Family
Budgeting Services. Our sponsorship
of the Federation pays for the 0508
Budgetline – an advice helpline – and
other budget advice resources.

Students
from Ruapehu
College on the
Hillary Step
programme.
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Hillary Step

Subsidised programme
for college students attending
Hillary Outdoors

Tongariro School
(Decile 1)

Te Kuiti High School
(Decile 1)

Wairoa College
(Decile 2)

Te Kuiti High School
(Decile 1)

30

20

30

20

Christchurch
(Community Energy
Action)

Wellington
(Sustainability Trust)

Auckland
(Vision West)

770

532

92

Huntly West

Ohinewai

Pukemiro

179

128

50

Students
attended on
1 August 2015

Curtain Banks

Number of families supported

Jan – Dec 2015

Foundation for Youth
Development

Number of children attending
between July and December 2015

17

Jul – Dec 2015

Students
attended on
18 October 2015

Mar – Nov 2015

Jul – Dec 2015

Students
attended on
27 October 2015

Jul – Dec 2015

Jul – Dec 2015

Students
attended on
9 November 2015
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Consolidated interim comprehensive income statement
For the six-month period ended 31 December 2015

Note

6 months ended
31 Dec 2015
31 Dec 2014
unaudited
unaudited
$ million
$ million

Operating revenue
Electricity revenue

864.5

869.6

Gas revenue

140.7

155.8

Petroleum revenue

24.1

34.3

Other revenue

12.3

8.1

1,041.6

1,067.8

Electricity purchases, transmission and distribution

(475.3)

(491.4)

Gas purchases and transmission

(144.7)

(158.9)

Operating expenses

Petroleum production, marketing and distribution
Fuels consumed
Employee benefits

(8.6)

(13.4)

(93.3)

(89.0)

(41.6)

(42.5)

(102.6)

(99.8)

(866.1)

(895.0)

Earnings before net finance expense, income tax, depreciation, depletion, amortisation,
impairment, fair value changes and other gains and losses

175.5

172.8

Depreciation, depletion and amortisation

(73.1)

(75.7)

Other operating expenses

Impairment of non-current assets
Change in fair value of financial instruments

3

Other gains

–

(3.3)

(21.0)

34.6

0.1

0.9

(94.0)

(43.5)

81.5

129.3

1.4

0.4

(32.8)

(34.3)

50.1

95.4

Income tax (expense)

(14.2)

(27.2)

Net profit for the period

35.9

68.2

(16.4)

(8.6)

Profit before net finance expense and income tax
Finance revenue
Finance expense

4

Profit before income tax

Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Change in cash flow hedge reserve
Income tax credit relating to items that may be reclassified

4.6

2.4

Total items that may be reclassified subsequently to profit or loss

(11.8)

(6.2)

Total other comprehensive income (expense) for the period

(11.8)

(6.2)

Total comprehensive income for the period

24.1

62.0

3.59

6.82

Earnings per share from operations attributable to shareholders of the Parent
Basic and diluted earnings per share (cents)

The above statements should be read in conjunction with the accompanying notes.

20
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Consolidated interim statement of changes in equity
For the six-month period ended 31 December 2015

Note

Share
capital
unaudited
$ million

Share-based
Asset
payments revaluation
Cash flow
reserve
reserve hedge reserve
unaudited unaudited
unaudited
$ million
$ million
$ million

Retained
earnings
unaudited
$ million

Total
unaudited
$ million

Balance as at 1 July 2015

539.7

0.3

805.8

(19.6)

499.2

1,825.4

Net profit for the period

–

–

–

–

35.9

35.9

Change in cash flow hedge reserve

–

–

–

(16.4)

–

(16.4)

Income tax credit relating to other
comprehensive income

–

–

–

4.6

–

4.6

Total comprehensive income (expense) for the period

–

–

–

(11.8)

35.9

24.1

Revaluation reserve reclassified to retained earnings
on disposal of assets

–

–

(0.4)

–

0.4

–

Share-based payments

–

0.1

–

–

–

0.1

Other comprehensive income

Dividends

5

Balance as at 31 December 2015

–

–

–

–

(80.0)

(80.0)

539.7

0.4

805.4

(31.4)

455.5

1,769.6

Retained
earnings
unaudited
$ million

Total
unaudited
$ million

Share
capital
unaudited
$ million
Balance as at 1 July 2014

Share-based
Asset
payments revaluation
Cash flow
reserve
reserve hedge reserve
unaudited unaudited
unaudited
$ million
$ million
$ million

539.7

–

805.8

(5.1)

540.3

1,880.7

–

–

–

–

68.2

68.2

Change in cash flow hedge reserve

–

–

–

(8.6)

–

(8.6)

Income tax credit relating to other
comprehensive income

–

–

–

2.4

–

2.4

Net profit for the period
Other comprehensive income

Total comprehensive income (expense) for the period
Dividends
Balance as at 31 December 2014

5

–

–

–

(6.2)

68.2

62.0

–

–

–

–

(66.0)

(66.0)

539.7

–

805.8

(11.3)

542.5

1,876.7

The above statements should be read in conjunction with the accompanying notes.
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Consolidated interim balance sheet
As at 31 December 2015

Note

31 Dec 2015
unaudited
$ million

30 Jun 2015
audited
$ million

37.5

21.0

Current assets
Cash and cash equivalents
Receivables and prepayments

173.5

187.7

Inventories

96.8

80.0

Assets held for sale

0.5

3.1

Intangible assets

4.6

4.3

–

16.2

Tax receivable
Derivatives

11

Total current assets

22.8

34.2

335.7

346.5

Non-current assets
Receivables and prepayments
Inventories

3.6

0.9

–

24.4

Property, plant and equipment

6

2,642.6

2,682.5

Oil and gas assets

7

272.7

292.4

130.7

127.4

Intangible assets
Derivatives

47.9

53.9

Total non-current assets

3,097.5

3,181.5

Total assets

3,433.2

3,528.0

135.4

158.3

11

Current liabilities
Payables and accruals
Tax payable

6.9

–

193.7

117.8

Borrowings

9

Provisions

10

11.6

12.3

Derivatives

11

20.7

21.5

368.3

309.9

0.7

0.7

Total current liabilities
Non-current liabilities
Payables and accruals
Borrowings

9

745.1

840.4

Provisions

10

122.8

123.7

381.6

397.2

45.1

30.7

Deferred tax liability
Derivatives

11

Total non-current liabilities

1,295.3

1,392.7

Total liabilities

1,663.6

1,702.6

Shareholders' equity
Share capital
Reserves

539.7

539.7

1,229.9

1,285.7

Total equity

1,769.6

1,825.4

Total equity and liabilities

3,433.2

3,528.0

The Directors of Genesis Energy Limited authorise these condensed consolidated interim financial statements for issue on behalf of the Board.

Rt Hon Dame Jenny Shipley, DNZM
Chairman of the Board
Date: 23 February 2016

Joanna Perry, MNZM
Chairman of the Audit and Risk Committee
Date: 23 February 2016

The above statements should be read in conjunction with the accompanying notes.
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Consolidated interim cash flow statement
For the six-month period ended 31 December 2015

Note

6 months ended
31 Dec 2015
31 Dec 2014
unaudited
unaudited
$ million
$ million

Cash flows from operating activities
Cash was provided from:
Receipts from customers
Interest received
Tax received

1,048.7

1,075.6

1.4

0.4

20.9

–

1,071.0

1,076.0

843.1

872.8

42.2

42.8

Cash was applied to:
Payments to suppliers and related parties
Payments to employees
Tax paid

23.2

24.2

908.5

939.8

162.5

136.2

5.7

–

5.7

–

9.7

20.4

Purchase of oil and gas assets

5.2

2.3

Purchase of intangibles (excluding emission units)

3.8

2.9

Net cash inflows from operating activities
Cash flows from investing activities
Cash was provided from:
Proceeds from disposal of property, plant and equipment
Cash was applied to:
Purchase of property, plant and equipment

18.7

25.6

(13.0)

(25.6)

–

42.8

–

42.8

Repayment of borrowings

21.4

47.6

Interest paid and other finance charges

31.6

31.1

Net cash (outflows) from investing activities
Cash flows from financing activities
Cash was provided from:
Proceeds from borrowings
Cash was applied to:

Repayment of principal on finance lease liabilities
Dividends

5

Net cash (outflows) from financing activities

–

1.6

80.0

66.0

133.0

146.3

(133.0)

(103.5)

Net increase in cash and cash equivalents

16.5

7.1

Cash and cash equivalents at 1 July

21.0

23.3

Cash and cash equivalents at 31 December

37.5

30.4

The above statements should be read in conjunction with the accompanying notes.
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Consolidated interim cash flow statement (continued)
For the six-month period ended 31 December 2015

Reconciliation of net profit to net cash inflow from operating activities

Note

6 months ended
31 Dec 2015
31 Dec 2014
unaudited
unaudited
$ million
$ million

Net profit for the period

35.9

68.2

Items classified as investing/financing activities
Net loss on disposal of property, plant and equipment

0.2

0.1

Interest and other finance charges paid

29.7

31.1

Other items classified as investing/financing activities

(2.3)

(1.9)

27.6

29.3

73.1

75.7

–

3.3

Non-cash items
Depreciation, depletion and amortisation expense
Impairment of non-current assets
Change in fair value of financial instruments

3

Deferred tax expense
Change in capital expenditure accruals
Change in rehabilitation and contractual arrangement provisions

21.0

(34.6)

(11.0)

7.0

1.1

3.4

3.2

1.7

87.4

56.5

9.1

12.7

Movements in working capital
Change in receivables, prepayments and deferred acquisition costs
Change in inventories

7.6

8.6

Change in emission units on hand

(3.7)

(3.2)

Change in payables and accruals

(22.9)

(29.7)

Change in tax receivable/payable

23.1

(4.0)

Change in provisions

(1.6)

(2.2)

11.6

(17.8)

162.5

136.2

Net cash inflow from operating activities

The above statements should be read in conjunction with the accompanying notes.
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Notes to the condensed consolidated interim financial statements
For the six-month period ended 31 December 2015

1. General information
Genesis Energy Limited (the ‘Parent’) is a
company registered under the Companies
Act 1993. The Parent is majority owned by
Her Majesty the Queen in Right of New
Zealand (the ‘Crown’) and is listed on the
NZSX, NZDX and ASX. The Parent, as a
mixed ownership model company, is bound
by the requirements of the Public Finance
Act 1989. The liabilities of the Parent are not
guaranteed in any way by the Crown. The
Parent is an FMC Reporting Entity under
the Financial Markets Conduct Act 2013
and the Financial Reporting Act 2013.
The condensed consolidated interim
financial statements comprise the Parent,
its subsidiaries and the Group’s interests in
joint operations (together, the ‘Group’). The
condensed consolidated interim financial
statements cover the six-month period
ended 31 December 2015.
These interim financial statements have not
been audited.
The Group is designated as a profit-oriented
entity for financial reporting purposes.
The Group’s core business is located in
New Zealand and involves the generation
of electricity, retailing and trading of energy,
and the development and procurement of
fuel sources. To support these functions,
the Group’s scope of business includes
retailing and trading of related
complementary products designed to
support its key energy business.
Basis of preparation
The condensed consolidated interim
financial statements have been prepared
in accordance with and comply with
New Zealand Equivalent to International
Accounting Standard 34 Interim Financial
Reporting (‘NZ IAS 34’). In complying with
NZ IAS 34, these statements comply with
International Accounting Standard 34
Interim Financial Reporting.
The condensed consolidated interim financial
statements do not include all the information
and disclosures required in the annual financial
statements. Consequently these condensed
consolidated interim financial statements
should be read in conjunction with the annual
financial statements and related notes
included in Genesis Energy’s Annual Report
for the year ended 30 June 2015.
The condensed consolidated interim financial
statements are presented in New Zealand
dollars rounded to the nearest million.

Application of new and revised accounting
standards, interpretations and amendments
There have been no new or revised
accounting standards, interpretations and
amendments effective during the period
which have a material impact on the Group’s
accounting policies or disclosures.
New accounting treatment
Genesis Energy has implemented new
accounting treatments during the period to
defer the recognition of incentives provided
to customers and the cost of acquisition of
customers. Due to the level of competition
in the retail energy market, Genesis Energy
increased its expenditure on acquisition
costs and incentives to customers to stabilise
and extract longer term value from the
retail customer base. Customer incentives
such as account credits are included in the
measurement of revenue and are spread over
the length of the average customer tenure
where there is evidence that the return from
the customer over the amortisation period
is positive in line with the future revenue
standard NZ IFRS 15 Revenue from Contracts
with Customers. Customer acquisition costs
which are directly attributable to securing a
particular customer contract, and meet the
definition of an intangible asset under NZ IAS
38 Intangible Assets, are now capitalised and
will be amortised over the average customer
tenure.
The change in these accounting treatments
has resulted in an asset value of $7.5 million
at 31 December 2015.
There have been no other significant
changes in accounting policies or methods
of computation since 30 June 2015. The
accounting policies set out in Genesis
Energy’s Annual Report for the year ended
30 June 2015 have been applied consistently
to all periods presented in these condensed
consolidated interim financial statements.

Critical accounting estimates
and judgements
The preparation of the Group’s condensed
consolidated interim financial statements
requires management to make estimates
and assumptions that affect the application
of policies and the reported amounts of
assets, liabilities, revenues and expenses.
The estimates and underlying assumptions
are based on historical experience and
various other factors that are believed to
be reasonable under the circumstances.
Actual results may differ from these
estimates. Significant areas of estimation and
judgement in these condensed consolidated
interim financial statements are the same as
those disclosed in Genesis Energy’s annual
financial statements included in Genesis
Energy’s Annual Report for the year ended
30 June 2015.
Seasonality of operations
Fluctuations in seasonal weather patterns
can have a significant impact on supply and
demand and therefore the generation of
electricity which in turn can have a positive
or negative impact on the reported result.
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2. Segment reporting
For management purposes, the Group is currently organised into four segments as follows:
Segment
Activity
Customer experience

Supply of energy (electricity, gas and LPG) and related services to end-user customers.

Energy management

Generation and trading of electricity and related products. The segment includes electricity sales to the wholesale
electricity market, derivatives entered into to fix the price of electricity, and wholesale gas, LPG and coal sales.

Oil and gas

Exploration, development, production and sale of gas, LPG and light oil.

Corporate

Head-office functions including new generation investigation and development, fuel management, information
systems, human resources, finance, corporate relations, property management, legal and corporate governance.
Corporate revenue is made up of property rental and miscellaneous income.

The segments are based on the different products and services offered by the Group. No operating segments have been aggregated.
Customer
Energy
Inter-segment
Six months ended 31 December 2015
experience management Oil and gas Corporate
items
Total
unaudited
unaudited unaudited unaudited
unaudited unaudited
$ million
$ million
$ million
$ million
$ million
$ million
Operating revenue
Electricity revenue
Gas revenue
Petroleum revenue
Other revenue

631.6

494.7

85.9

82.3

–

–

5.2

6.5

722.7

–

–

(261.8)

864.5

26.1

–

(53.6)

140.7

24.1

–

–

24.1

–

0.6

–

12.3

583.5

50.2

0.6

(315.4)

1,041.6

(523.6)

(213.5)

–

–

261.8

(475.3)

(70.3)

(103.0)

–

–

28.6

(144.7)

Operating expenses
Electricity purchase, transmission and distribution
Gas purchase and transmission
Petroleum production, marketing and distribution

–

–

(8.6)

–

–

(8.6)

Fuel consumed

–

(118.3)

–

–

25.0

(93.3)

Employee benefits

(15.2)

(16.1)

(0.1)

(10.2)

–

(41.6)

Other operating expenses

(56.6)

(34.6)

(2.1)

(9.3)

–

(102.6)

57.0

98.0

39.4

(18.9)

–

175.5

(1.5)

(41.0)

(24.8)

(5.8)

–

(73.1)

–

(19.9)

(0.7)

(0.4)

–

(21.0)

Earnings before net finance expense, income tax,
depreciation, depletion, amortisation, impairment,
fair value changes and other gains and losses
Depreciation, depletion and amortisation
Change in fair value of financial instruments
Other gains (losses)
Profit (loss) before net finance expense and income tax

0.1

1.2

(0.1)

(1.1)

–

0.1

55.6

38.3

13.8

(26.2)

–

81.5

Finance revenue

0.1

–

0.1

1.2

–

1.4

Finance expense

(0.2)

(1.5)

(1.5)

(29.6)

–

(32.8)

Profit (loss) before income tax

55.5

36.8

12.4

(54.6)

–

50.1

1.5

3.6

5.0

3.4

–

13.5

Other segment information
Capital expenditure
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2. Segment reporting (continued)
Six months ended 31 December 2014

Customer
Energy
experience management Oil and gas
unaudited
unaudited unaudited
$ million
$ million
$ million

Corporate
unaudited
$ million

Inter-segment
items
unaudited
$ million

Total
unaudited
$ million

Operating revenue
Electricity revenue
Gas revenue
Petroleum revenue
Other revenue

609.4

512.6

–

–

(252.4)

869.6

83.2

103.2

28.1

–

(58.7)

155.8

–

–

34.3

–

–

34.3

4.6

2.9

0.1

0.5

–

8.1

697.2

618.7

62.5

0.5

(311.1)

1,067.8

(509.9)

(233.9)

–

–

252.4

(491.4)

(68.9)

(121.9)

–

–

31.9

(158.9)

–

–

(13.4)

–

–

(13.4)

Operating expenses
Electricity purchase, transmission and distribution
Gas purchase and transmission
Petroleum production, marketing and distribution
Fuel consumed

–

(115.8)

–

–

26.8

(89.0)

Employee benefits

(12.7)

(15.2)

–

(14.6)

–

(42.5)

Other operating expenses

(61.5)

(31.2)

(2.2)

(4.9)

–

(99.8)

Earnings before net finance expense, income tax,
depreciation, depletion, amortisation, impairment,
fair value changes and other gains and losses

44.2

100.7

46.9

(19.0)

–

172.8

(1.5)

(42.7)

(25.8)

(5.7)

–

(75.7)

Impairment of non-current assets

–

(3.3)

–

–

–

(3.3)

Change in fair value of financial instruments

–

29.6

6.2

(1.2)

–

34.6

Depreciation, depletion and amortisation

Other gains (losses)
Profit (loss) before net finance expense and income tax

–

0.5

0.4

–

–

0.9

42.7

84.8

27.7

(25.9)

–

129.3

Finance revenue

–

–

0.1

0.3

–

0.4

Finance expense

(0.2)

(1.7)

(1.5)

(30.9)

–

(34.3)

Profit (loss) before income tax

42.5

83.1

26.3

(56.5)

–

95.4

1.7

14.6

2.2

2.8

–

21.3

Other segment information
Capital expenditure

Inter-segment revenue
Sales between segments is based on transfer prices developed in the context of long-term contracts. Inter-segment gas revenue includes the
Group’s share of Kupe gas sales to Energy Management and gas on-sold from Energy Management to Customer Experience.
Geographic information
All business segments operate within the New Zealand economic exclusion zone.
Major customer information
The Group has no individual customers that account for 10 per cent or more of the Group’s external revenue (2014: none).
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3. Change in fair value of financial instruments
6 months ended
31 Dec 2015
31 Dec 2014
unaudited
unaudited
$ million
$ million

Note
Change in fair value of derivatives – gain (loss)

11

Fair value interest rate risk adjustment on borrowings – gain (loss)

(14.8)

39.1

(6.2)

(4.5)

(21.0)

34.6

The change in the fair value of derivatives for the six months ended 31 December 2015 mainly relates to the movement in the fair value of
electricity swaps and options ($19.9 million loss) (31 December 2014: $30.5 million gain). The movement in the fair value of electricity swaps
and options primarily reflects movements in the electricity price path between the date contracts were entered into and balance date.

4. Finance expense
6 months ended
31 Dec 2015
31 Dec 2014
unaudited
unaudited
$ million
$ million
Interest on borrowings (excluding Capital Bonds)
Interest on Capital Bonds
Total interest on borrowings
Other interest and finance charges
Time value of money adjustments on provisions
Capitalised finance expenses

23.1

24.7

6.2

6.2

29.3

30.9

0.4

0.4

3.1

3.1

32.8

34.4

–

(0.1)

32.8

34.3

5. Dividends
6 months ended
31 Dec 2015
31 Dec 2014
unaudited
unaudited
$ million
$ million

6 months ended
31 Dec 2015
31 Dec 2014
unaudited
unaudited
Cents per share Cents per share

Dividends declared and paid during the period
Previous period final dividend

80.0

66.0

8.00

6.60

82.0

80.0

8.20

8.00

Dividends declared subsequent to balance date
Interim dividend

Subsequent to balance date, the Parent declared an interim dividend of $82.0 million, which will be 80 per cent imputed.
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6. Property, plant and equipment

Opening balance
Additions
Capitalised finance expenses

6 months ended
31 Dec 2015
unaudited
$ million

Year ended
30 Jun 2015
audited
$ million

2,682.5

2,758.8

7.8

39.8

–

0.3

Change in rehabilitation and contractual arrangement assets

(0.2)

1.8

Transfer to intangible assets

(2.7)

(9.4)

Transfer to assets held for sale

(0.5)

(3.1)

Disposals

(1.4)

(3.1)

Impairment
Depreciation expense
Closing balance

–

(14.0)

(42.9)

(88.6)

2,642.6

2,682.5

6 months ended
31 Dec 2015
unaudited
$ million

Year ended
30 Jun 2015
audited
$ million

292.4

342.1

5.1

4.2

7. Oil and gas assets

Opening balance
Additions
Change in rehabilitation assets

–

1.4

Depreciation and depletion expense

(24.8)

(55.3)

Closing balance

272.7

292.4

Depletion of oil and gas producing assets is based on the amount of units produced during the period in comparison to the total expected to
be produced from the proven reserves (1P). Proven reserves (1P) are the estimated quantities of oil and gas which geological and engineering
data demonstrates with reasonable certainty to be recoverable in future years from known reservoirs, under existing economic and operating
conditions. Proven reserves (1P) are defined as those which have a 90 per cent likelihood of being delivered.
The Kupe oil and gas field’s proven and probable (2P) oil and gas developed reserves were re-estimated at 30 September 2015 resulting in
an approximate 33.4 per cent increase in barrels of oil equivalent. There has been no change to the unit of production depletion rates for the
period as the unit of production depletion rates are based on 1P reserves which were not separately identified in the reserves re-estimate at
30 September. Further work is being undertaken to re-estimate the 1P developed and undeveloped reserves, and is expected to be completed
in the second quarter of the 2016 calendar year.

8. Material related party transactions
The Group has a 150MW contract with Meridian Energy, a Crown-controlled entity, to provide dry-year cover for four years from 1 January 2015.
Other than the contract noted above, there were no individually significant transactions with shareholders and entities controlled by and related
to shareholders during the period (31 December 2014: nil).
Other transactions with Crown-controlled and related entities which are collectively but not individually significant relate to the purchase
of coal, sale of gas and electricity derivatives. All of the coal acquired by the Group during the period was supplied by Crown-controlled and
related entities under coal supply agreements which were exited in October 2015 (31 December 2014: 100 per cent of the coal acquired by
the Group). Approximately 11 per cent of the gas sales were made to Crown-controlled and related entities under gas sales agreements which
expired in December 2015 (31 December 2014: approximately 17 per cent). Approximately 89 per cent of the value of electricity derivative
assets and approximately 62 per cent of the value of electricity derivative liabilities held by the Group at the reporting date were held with
Crown-controlled and related entities (31 December 2014: 86 per cent and 54 per cent, respectively). The contracts expire at various times;
the latest expiry date is December 2025.
For a list and description of transactions with related parties refer to Genesis Energy’s annual financial statements included in Genesis Energy’s
Annual Report for the year ended 30 June 2015.
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9. Borrowings
31 Dec 2015
unaudited
$ million
Revolving credit and money market
Wholesale term notes

30 Jun 2015
audited
$ million

76.6

101.0

320.0

320.1

Retail term notes

107.4

107.1

Capital Bonds

202.6

202.6

United States Private Placement (‘USPP’)

232.2

227.4

Total

938.8

958.2

Current

193.7

117.8

Non-current

745.1

840.4

Total

938.8

958.2

Revolving credit
As at 31 December 2015, the Group had drawn down $75.0 million (30 June 2015: $100.0 million) and had available undrawn funding of
$350.0 million (30 June 2015: $325.0 million).

10. Provisions
Huntly Rankine Units retirement
There is no financial provision for the remediation of the Huntly generation site because the Company has the right to lease the site in
perpetuity. There is no fixed or planned termination date for the Huntly lease, and the site remains a key electricity generation site for the
Company. The lease on the site is independent to decisions around the Huntly Rankine Units which are planned to be retired by 31 December
2018. There may be costs and recoveries associated with retiring the Rankine Units, but these cannot be reliably estimated at this time.

11. Derivatives
Net carrying value of derivatives

31 Dec 2015
unaudited
$ million

30 Jun 2015
audited
$ million

Derivatives designated in a cash flow hedge relationship
Foreign exchange swaps

(3.3)

(10.3)

Interest rate swaps

(20.3)

(16.7)

Electricity swaps

(29.7)

(2.7)

Oil swaps

18.5

10.6

Cross-currency interest rate swaps (‘CCIRS’)

21.5

24.3

Interest rate swaps

0.8

1.0

CCIRS

7.5

1.4

Electricity swaps and options

9.7

28.1

Forward sale-and-purchase agreements of emission units held for trading

0.2

0.2

Total

4.9

35.9

22.8

34.2

Derivatives designated in a fair value hedge relationship

Derivatives not designated as hedges

Carrying value of derivatives by balance sheet classification
Current assets
Non-current assets

47.9

53.9

Current liabilities

(20.7)

(21.5)

Non-current liabilities

(45.1)

(30.7)

4.9

35.9

Total
The methods of valuing derivatives are outlined in note 12.
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11. Derivatives (continued)
6 months ended
31 Dec 2015
unaudited
$ million

Change in carrying value of derivatives

Year ended
30 Jun 2015
audited
$ million

Opening balance

35.9

(7.8)

Total change recognised in electricity and petroleum revenue

10.9

24.9

(20.0)

26.2

5.9

1.0

– Net change in derivatives not designated as hedges
– Net change in fair value hedges
– Ineffective gain (loss) on cash flow hedges
Total change recognised in the change in fair value of financial instruments

(0.7)

6.1

(14.8)

33.3

Gain (loss) recognised in other comprehensive income

(3.3)

21.2

Settlements

(14.1)

(12.1)

Sales (option fees)

(9.7)

(23.8)

–

0.2

4.9

35.9

Purchases (option fees)
Closing balance

12. Fair value
Fair value hierarchy
The Group’s assets and liabilities measured at fair value are categorised into one of three levels. The levels are outlined in Genesis Energy’s annual
financial statements included in Genesis Energy’s Annual Report for the year ended 30 June 2015.
The Group’s policy is to recognise transfers into and transfers out of fair value hierarchy levels as of the date of the event or change in
circumstances that caused the transfer. There were no transfers between levels one, two and three during the period (2014: nil).
Level two items carried at fair value

31 Dec 2015
unaudited
$ million

Recurring fair value measurements

30 Jun 2015
audited
$ million

Level two

Derivatives
Interest rate swaps

(19.5)

(15.7)

(3.3)

(10.3)

Oil swaps

18.5

10.6

Electricity swaps and options (not designated as hedges)

(0.5)

(2.3)

CCIRS

29.0

25.7

0.2

0.2

24.4

8.2

5.6

2.3

Foreign exchange swaps and options

Forward sale-and-purchase agreements of emission units held for trading

Inventory
Emission units held for trading

Valuation of level two items carried at fair value
The fair values of level two derivatives and emission units held for trading carried at fair value are determined using discounted cash flow models.
The key inputs in the valuation models were:
Item
Valuation input
Interest rate swaps

Forward interest

Foreign exchange swaps and options

Forward foreign exchange rate curves

Oil swaps

Forward oil price and foreign exchange rate curves

Electricity swaps and options

ASX forward price curve

CCIRS

Forward interest rate price curve and foreign exchange rate curves

Forward sale-and-purchase agreements of emission units held for trading

OM Financial forward curve

Emission units held for trading

OM Financial forward curve

Options for forward purchase agreements for emission units held for trading

OM Financial forward curve last fixed price
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12. Fair value (continued)
Level three items carried at fair value
Recurring fair value measurements

31 Dec 2015
unaudited
$ million

30 Jun 2015
audited
$ million

Level three

Derivatives
Electricity swaps (cash flow hedges)
Electricity swaps and options (not designated as hedges)

(29.7)

(2.7)

10.2

30.4

(19.5)

27.7

2,584.0

2,628.0

Property, plant and equipment
Generation assets
Valuation of level three items carried at fair value
Valuation processes of the Group
The process used to value level three generation assets and derivatives has been disclosed in Genesis Energy’s annual financial statements
included in Genesis Energy’s Annual Report for the year ended 30 June 2015. The process used as at 31 December 2015 is consistent with that
used at 30 June 2015.
Valuation method of the Group
The valuation method used to value level three generation assets and derivatives has been disclosed in Genesis Energy’s annual financial
statements included in Genesis Energy’s Annual Report for the year ended 30 June 2015. The valuation method used as at 31 December 2015
is consistent with that used at 30 June 2015.
The key unobservable inputs, range of assumptions and third-party inputs combine to determine the wholesale electricity price path. The
wholesale electricity price paths used to value level three electricity swaps and options on a time-weighted basis range from $79 per MWh to
$110 per MWh over the period from January 2016 to 31 December 2025. (30 June 2015: $69 per MWh to $115 per MWh over the period
from 1 July 2015 to 31 December 2025).
Valuation of electricity swaps and options
The valuation of electricity swaps and options is based on a discounted cash flow model over the life of the agreement. The key assumptions in
the model are: the callable volumes, strike price and option fees outlined in the agreement, the forecast internally generated electricity price
path, ‘day one’ gains and losses, emission credits and the discount rate. The options are deemed to be called when the internally generated price
path is higher than the strike prices after taking into account obligations relating to the specific terms of each contract. No calling is required
for the swaps and there are no option fees as it is a two-sided contract. The discount rate used in the model ranged from 1.6 per cent to 10.4
per cent (30 June 2015: 2.9 per cent to 8.9 per cent) and the emission credit price used ranged between $10.00 and $25.00 (30 June 2015:
$7.50 and $25.00).
If the price path increased by 10 per cent while holding the discount rate constant, this would result in the carrying value of the electricity derivatives
decreasing to $47.4 million liability (30 June 2015: $12.1 million asset). If the price path decreased by 10 per cent while holding the discount rate
constant, the carrying value of electricity swaps and options would increase to $5.8 million asset (30 June 2015: $40.7 million asset).
Reconciliation of level three derivatives

6 months ended
31 Dec 2015
unaudited
$ million

Year ended
30 Jun 2015
audited
$ million

27.7

(6.7)

10.9

24.9

– Change in fair value of financial instruments

(21.7)

32.0

Total gain (loss) in profit or loss

(10.8)

56.9

Total gain (loss) recognised in other comprehensive income

(22.6)

4.6

(4.0)

(3.1)

(9.8)

(24.0)

(19.5)

27.7

Opening balance
Total gain (loss)
– Electricity revenue

Settlements (gain) loss
Sales
Closing balance

Change in fair value of financial instruments for the period included an unrealised loss of $20.9 million (30 June 2015: $31.5 million gain)
relating to level three derivatives that are measured at fair value at the end of each reporting period.
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12. Fair value (continued)
Deferred ‘day one’ gains (losses)
There is a presumption that when derivative contracts are entered into on an arm’s-length basis, and no payment is received or paid on day one,
the fair value at inception would be nil. The contract price of non-exchange traded electricity derivative contracts are agreed on a bilateral basis,
the pricing for which may differ from the prevailing derived market price for a variety of reasons. In these circumstances, an adjustment is made
to bring the initial fair value of the contract to zero at inception. The adjustment is called a ‘day one’ gain (loss) and is deferred and amortised,
based on expected call volumes over the term of the contract. The carrying value of derivatives is disclosed net of the ‘day one’ adjustments.
The following table details the movements and amounts of deferred ‘day one’ gains (losses) included in the fair value of electricity derivatives held
at balance date:
6 months ended
Year ended
31 Dec 2015
30 Jun 2015
unaudited
audited
$ million
$ million
Opening balance

17.1

Deferred 'day one' gains (losses) on new derivatives

12.9

1.4

15.0

Deferred 'day one' gains (losses) realised during the period

(3.3)

(10.8)

Closing balance

15.2

17.1

Items disclosed at fair value

Carrying value
31 Dec 2015
30 Jun 2015
unaudited
audited
$ million
$ million

Fair value
31 Dec 2015
30 Jun 2015
unaudited
audited
$ million
$ million

Level one
Retail term notes

(107.4)

(107.1)

(108.4)

(110.2)

Capital Bonds

(202.6)

(202.6)

(205.6)

(204.9)

Level two
Wholesale term notes

(320.0)

(320.1)

(339.3)

(341.1)

USPP

(232.2)

(227.4)

(228.7)

(224.4)

The carrying value of all other financial assets and liabilities in the balance sheet approximates their fair values.
Valuation of wholesale term notes
The valuation of wholesale term notes is based on estimated discounted cash flow analyses using applicable market yield curves adjusted for
the Group’s credit rating. Market yield curves at balance date used in the valuation ranged from 3.2 per cent to 4.9 per cent (30 June 2015:
3.7 per cent to 5.1 per cent).
Valuation of USPP
The valuation of USPP is based on estimated discounted cash flow analyses using applicable United States market yield curves adjusted for the
Group’s credit rating. The credit-adjusted market yield curve at balance date used in the valuation was 3.3 per cent (30 June 2015: 3.6 per cent).

13. Commitments
31 Dec 2015
unaudited
$ million

30 Jun 2015
audited
$ million

Total capital commitments

10.1

5.5

Total operating lease commitments

35.5

39.0

45.6

44.5
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14. Contingent assets and liabilities
The Group had contingent assets and liabilities at 31 December 2015 in respect of:
Land claims, law suits and other claims
The Parent acquired interests in land and leases from Electricity Corporation of New Zealand Limited (‘ECNZ’) on 1 April 1999. These interests
in land and leases may be subject to claims to the Waitangi Tribunal and may be resumed by the Crown. The Parent would expect to negotiate
with the new Māori owners for occupancy and usage rights of any sites resumed by the Crown. Certain claims have been brought to or are
pending against the Parent, ECNZ and the Crown under the Treaty of Waitangi Act 1975. Some of these claims may affect land and leases
purchased by the Parent or its subsidiaries from ECNZ. In the event that land is resumed by the Crown, the resumption would be affected by
the Crown under the Public Works Act 1981 and compensation would be payable to the Parent.
The Board of Directors cannot reasonably estimate the adverse effect (if any) on the Parent if any of the foregoing claims are ultimately resolved
against it, or any contingent or currently unknown costs or liabilities crystallise. There can be no assurances that these claims will not have a
material adverse effect on the Group’s business, financial condition or results of operations (30 June 2015: no reasonable estimate).
Inland Revenue Department draft provisional Depreciation Determination for Geothermal and Thermal Powerhouses – contingent asset
On 7 July 2015, the Inland Revenue Department released a draft provisional Depreciation Determination for Geothermal and Thermal
Powerhouses, including proposed depreciation rates. The Determination was subject to public consultation and has not yet been finalised.
If the draft provisional Depreciation Determination is approved in its current form, the estimated impact of the draft provisional Depreciation
Determination on the Income Statement is to decrease income tax expense by between $3.0 million and $5.0 million as at 31 December 2015
(30 June 2015: between $3.0 million and $5.0 million).
There are no other known material contingent assets or liabilities (30 June 2015: nil).

15. Events occurring after balance date
Subsequent to balance date, the Parent declared an interim dividend of $82.0 million (8.2 cents per share).
There have been no other significant events subsequent to balance date.
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Independent Review Report
To the Shareholders of Genesis Energy Limited Group
We have reviewed the condensed consolidated interim financial
statements of Genesis Energy Limited (‘the Company’) and its
subsidiaries (‘the Group’) which comprise the consolidated interim
balance sheet as at 31 December 2015, and the consolidated interim
comprehensive income statement, consolidated interim statement of
changes in equity and consolidated interim cash flow statement for the
six months ended on that date, and a summary of significant accounting
policies and other explanatory information on pages 19 to 33.
This report is made solely to the Company’s Shareholders, as a
body. Our review has been undertaken so that we might state to
the Company’s Shareholders those matters we are required to state
to them in a review report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility
to anyone other than the Company’s Shareholders as a body, for our
engagement, for this report, or for the opinions we have formed.
Board of Directors’ Responsibilities
The Board of Directors are responsible for the preparation and
fair presentation of the condensed consolidated interim financial
statements, in accordance with NZ IAS 34 Interim Financial Reporting
and IAS 34 Interim Financial Reporting and for such internal control
as the Board of Directors determine is necessary to enable the
preparation and fair presentation of the condensed consolidated
interim financial statements that are free from material misstatement,
whether due to fraud or error.
The Board of Directors are also responsible for the publication of
the condensed consolidated interim financial statements, whether
in printed or electronic form.
Independent Reviewer’s Responsibilities
The Auditor-General is the auditor of the Group pursuant to section
5(1)(f) of the Public Audit Act 2001. Pursuant to section 32 of
the Public Audit Act 2001, the Auditor-General has appointed
Andrew Dick of Deloitte to carry out the annual audit of the Group.
Our responsibility is to express a conclusion on the condensed
consolidated interim financial statements based on our review.
We conducted our review in accordance with NZ SRE 2410 Review of
Financial Statements Performed by the Independent Auditor of the Entity
(NZ SRE 2410). NZ SRE 2410 requires us to conclude whether
anything has come to our attention that causes us to believe that
the condensed consolidated interim financial statements, taken as a
whole, are not prepared, in all material respects, in accordance with
NZ IAS 34 Interim Financial Reporting and IAS 34 Interim Financial
Reporting. As the auditor of Genesis Energy Limited, NZ SRE 2410
requires that we comply with the ethical requirements relevant to the
audit of the annual financial statements.

A review of the condensed consolidated interim financial statements
in accordance with NZ SRE 2410 is a limited assurance engagement.
The auditor performs procedures, primarily consisting of making
enquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures.
The procedures performed in a review are substantially less than those
performed in an audit conducted in accordance with International
Standards on Auditing (New Zealand). Accordingly we do not express
an audit opinion on those financial statements.
We did not evaluate the security and controls over the electronic
publication of the condensed consolidated interim financial statements.
In addition to this review and the audit of the Group annual financial
statements, we have performed other assignments relating to
trustee reporting, acting as scrutineers at the Annual Shareholder
Meeting and undertaking an integrated reporting gap analysis. These
assignments are compatible with the independence requirements
of the Auditor-General, which incorporate the independence
requirements of the External Reporting Board. These services have
not impaired our independence as auditor of the Company or Group.
In addition to this, partners and employees of our firm deal with the
Group on normal terms within the ordinary course of trading activities
of the business of the Group. Other than these engagements and
arm’s length transactions, and in our capacity as auditor acting on
behalf of the Auditor-General, we have no relationship with, or
interest in, the Company or Group.
Conclusion
Based on our review, nothing has come to our attention that causes
us to believe that the condensed consolidated interim financial
statements of the Group do not present fairly, in all material respects,
the financial position of the Group as at 31 December 2015 and its
financial performance and cash flows for the six months ended on
that date in accordance with NZ IAS 34 Interim Financial Reporting
and IAS 34 Interim Financial Reporting.

Andrew Dick
Deloitte
On behalf of the Auditor-General
23 February 2016
Auckland, New Zealand
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Executive
Management Team
Chief Executive
Albert Brantley

General Manager Generation
Tracey Hickman

Chief Financial Officer
Andrew Donaldson

General Manager Strategy
and Corporate Affairs
Dean Schmidt

General Counsel and
Company Secretary
Maureen Shaddick

General Manager
Corporate Services
Andrew Steele

General Manager
Retail
David Goadby

General Manager
Portfolio Management
Chris Jewell

Chairman
Dame Jenny Shipley, DNZM
Joanna Perry, MNZM
(Deputy Chairman)
Mark Cross
John Dell
John Leuchars
Doug McKay, ONZM
Graham Milne, ONZM
Rukumoana Schaafhausen

Registered Office
660 Great South Road,
Greenlane, Auckland,
New Zealand
Auditor
Andrew Dick of Deloitte has
been appointed to perform
the audit on behalf of the
Auditor-General
Solicitors
Russell McVeagh
Bankers
Westpac

Office Locations

Head Office
Genesis Energy Building
660 Great South Road,
Greenlane, Auckland 1051
P: 64 9 580 2094
F: 64 9 580 4894
E: info@genesisenergy.co.nz
investor.relations@genesisenergy.co.nz
W: genesisenergy.co.nz

Huntly Power Station
Cnr Te Ohaki and
Hetherington Roads, Huntly
Tokaanu Power Station
State Highway 47, Tokaanu

Hamilton
500 Victoria Street, Hamilton
65 Bryce Street, Hamilton

Christchurch
Level 1, 116 Wrights Road,
Addington, Christchurch

Wellington
Level 2, 11 Chews Lane,
Wellington

Rivers, such as the Tongariro River
(pictured), are home to fragile
eco-systems, native species such as
the whio, and provide a vital recreational
resource. Balancing the needs of the
country’s river systems and our use
of water for hydro generation is a key
consideration for Genesis Energy.

