GENESIS ENERGY: Interim Report 2007

As we head into 2008, the issues of
energy supply, carbon dioxide emissions
and broader awareness of social
concerns and environmental needs are
paramount. In this report we focus on
our business highlights of the first
six-month period and progress against
six important targets we set ourselves
at the beginning of the financial year.
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chairman & chief executive’s report

“Genesis Energy has made good progress
on a range of projects and business
initiatives including a major upgrade of
our customer information systems and
on the key target of reducing the carbon
intensity of our generation business.”

710
thousand customer accounts

CHAIRMAN &
CHIEF EXECUTIVE’S
REPORT

Genesis Energy has made good progress
in the six months to 31 December 2007 on
a range of projects and business initiatives
including a major upgrade of our customer
information systems and on the key target
of reducing the carbon intensity of our
generation business.
Market trading conditions have been
challenging for Genesis Energy. A high
level of hydro storage in the South Island
and a mild winter resulted in lower
wholesale electricity revenue for our
business in the first half of the 2007/08
financial year. As a result, operating
revenue for the six months was down from
$946 million to $933 million. Net profit
after tax decreased to $31.4 million from
$70.8 million in the same period in 2006.
Total generation of 4,238GWh for the first
half was below that of the same period
in 2006 due to lower volumes of thermal
and hydro generation. A cold winter in
2006 had pushed thermal generation
output to a record 6,092GWh but a mild
winter and strong hydro reserves in this
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reporting period resulted in lower thermal
generation of 3,246GWh. Hydro generation
from Genesis Energy’s schemes in central
North Island was also down to 978GWh
from 2,040GWh the previous year.
The coal stockpile was 1,213,000 tonnes
at 31 December 2007. Genesis Energy
is continuing to import coal during
the 2007/08 financial year to maintain
adequate coal supplies in the event of
a dry year. Total coal purchases in the
2007/08 financial year are scheduled to
be up to 1.86 million tonnes.
A milestone event for the company
occurred on 31 August 2007 with the
official opening of our new 400MW
combined cycle gas turbine, known as
Huntly e3p. The Minister for State-Owned
Enterprises, Hon Trevor Mallard, opened
the plant with representatives from
lead contractor Mitsubishi Corporation,
North Waikato District Council, Tainui,
contractors and the wider energy industry.
On the following day, Genesis Energy
hosted more than 1,000 people from

– Murray Jackson
Chief Executive

$31.4m
4,238GWh
$933m
net profit for six months to Dec 2007

generation volume

operating revenue

60
Profit

the local community at Huntly Power
Station and treated them to a barbecue,
entertainment and a rare walk-through of
the power station, including e3p and the
main turbine hall.
Work continued during the first half on
gaining resource consents and a District
Plan variation for the Rodney project.
A Board decision whether or not to
proceed with the project or a variation of
it will be subject to project economics,
compliance with the New Zealand Energy
Strategy and any required Shareholder
and Ministerial consents.
Genesis Energy has invested substantially
in its Customer Information System with
the upgrade going live before the end
of December. The new version provides
several features for our customer service
professionals. More importantly, the system
will interface with advanced meters and
provide our customers with real-time data
on their energy consumption.
Total customer accounts at 31 December
2007 (including the wholly owned
subsidiary Energy Online) were 710,535.
This comprised 578,029 electricity
customers and 132,506 gas customers.
Over the last six months, new electricity
connections have increased by 20 per cent
compared to the same period last year.
An event was held in Wellington in October
to launch our Hello Tomorrow Programme
which encapsulates all of Genesis Energy’s
social and environmental programmes,
such as the Genesis Oncology Trust,
Schoolgen, and many investments in
community facilities such as health clinics,
swimming pools and recreational centres.
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The inaugural Genesis Energy Corporate
Hillary Challenge was successfully held
on 9 and10 November 2007 with a total
of 18 teams participating. The Challenge
was a 24-hour outdoor adventure racing
event held at the Outdoor Pursuits
Centre. A total of $30,000 was raised
from the event to help send young New
Zealanders on personal development and
leadership courses at the Sir Edmund
Hillary Outdoor Pursuits Centre, which is
also supported by Genesis Energy.
On 31 October, the National Institute
of Water and Atmospheric Research
(NIWA) advised Genesis Energy that water
samples taken from the Tongariro River
on 26 October contained dead didymo
cells, although no live cells were found.
In a precautionary move Genesis Energy
closed the Poutu Intake which diverts
water from the Tongariro River into Lake
Rotoaira. This reduced generation at
Tokaanu Power Station. Genesis Energy
also closed the Western Diversion of the
Power Scheme. After further extensive
water sampling and testing it was found
the positive samples were contaminated
by South Island sampling equipment and
the hydro power scheme was reinstated.
Genesis Energy had a total of 483
full-time-equivalent staff members as
at 31 December 2007 compared to 466
as at 31 December 2006.
A combination of a hot, dry summer and
scheduled outages has created an eventful
start to the second half of the financial year.
The outlook for Genesis Energy over the
next six months is of challenging market
conditions but also of positive moves
from the business in the form of advance
metering and new customer initiatives.
On behalf of the Board of Directors and
Management, we thank all our staff and
service providers for their commitment
to Genesis Energy as we manage an
eventful and challenging year ahead.

Brian Corban QSO
Chairman

Murray Jackson
Chief Executive
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Genesis Energy’s primary objective in its
generation business in relation to carbon
emissions is to reduce the carbon intensity
of Genesis Energy’s generation portfolio over
time. Specific targets are to reduce carbon
intensity, build 300MW of renewable energy
generation and advance the commercialisation
of wave and tidal energy, and carbon capture
and sequestration.
OBJECTIVE

TARGET

ACTION 2007/08

To reduce the carbon intensity
of Genesis Energy’s generation
portfolio over time

Reduce carbon intensity by
30 per cent below 2005/06 levels
by 2015

Identify and implement opportunities for
improving the efficiency of older plant
Implement three projects identified for improving
efficiencies at Huntly, including a condenser
upgrade project to improve cycle efficiency,
complete tuning of the Candl system,and
installing efficiency software
Identify and pursue opportunities for investing
in new generation that uses zero or less-carbonintensive fuels
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ISSUE 1: Tackling carbon emissions

ISSUE 1

GLOBAL

ISSUE 1: TACKLING CARbON EMISSIONS
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ISSUE 1: TACKLING CARBON EMISSIONS

“We are aiming to reduce carbon intensity by
30 per cent below 2005/06 levels by 2015.”

2MW

– Murray Jackson
Chief Executive

Mangaio mini-hydro project
completion of civil works

GENERATION
EMISSIONS

CURRENT YEAR
2007/08 (kilo tonnes)

LAST YEAR
2006/07 (kilo tonnes)

PERCENTAGE
CHANGE %

July

388.7

530.8

- 26.7

August

282.8

493.0

- 42.6

September

323.1

537.4

- 39.9

October

303.4

513.6

- 40.3

November

273.9

394.1

- 30.5

December

345.1

289.6

+ 19.2

1861.5

2758.5

- 32.5

1

TOTAL (YTD)
1

Emissions increased in December due to a planned outage of Unit 5 (e3p) for six days.

300MW
we aim to build resource to generate an
additional 300MW of renewable energy

Unit 5: The new e3p turbine at
Huntly power station has contributed
to the 10 per cent fall in New Zealand
thermal emissions
Genesis Energy’s carbon intensity for
the first half was 450 tCO2 per gigawatt
hour compared to the same time last
year (2006/07) of 645 tCO2, down 30
per cent. Year-to-date absolute CO2
emissions were down 897 ktCO2 or
32.5 per cent on the same time last
year, as shown opposite. In tackling
climate change this reduction currently
reflects approximately a 10 per cent fall
in New Zealand’s total annual thermal
generation emissions and is primarily
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due to the successful operation of Huntly
Unit 5 (e3p).
The Control and Instrumentation
upgrade on Unit 4 commenced in the
second quarter. This upgrade work will
continue until March 2008 followed by
commissioning and performance testing.
This upgrade will yield further efficiency
gains from the Unit.
Bringing new renewable energy to our
portfolio will also aid in the reduction of
emissions. The 2MW Mangaio mini-

10%
fall in New Zealand’s total thermal
generation emissions

hydro project within the Tongariro
Power Scheme progressed well with
the completion of civil works during
the second half of 2007. The turbine
and generator equipment has been
manufactured and was due to arrive
in February 2008. The turbine and
generator equipment will be installed
during March and April 2008 with
the commissioning phase expected to
be completed by June 2008, according
to schedule.

32.5%
less emissions
total percentage change (YTD)
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Fuel is a critical input into the energy supply
chain. Cost-effective, low carbon-emitting and
reliable fuel supplies are fundamental
to Genesis Energy’s business both in terms
of its current investments and its future
business initiatives.

OBJECTIVE

TARGET

Bring more fuel to market in order
to support Genesis Energy’s need for
secure and flexible fuel supplies

Play an active role in natural gas
Initiate studies into the Mangatoa prospect
exploration and production activities
Continue to work with the lead operator to
develop the Kupe Oil and Gas Project

Safeguard current gas turbine
generation investment

Seek a resource consent for
a LNG importation terminal at
New Plymouth
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ACTION 2007/08

Move ahead with resource consenting work
programme for Gasbridge

ISSUE 2: Securing our fuel supplies

ISSUE 2

NATIONAL

ISSUE 2: SECURING OUR FUEL SUPPLIES
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ISSUE 2: SECURING OUR FUEL SUPPLIES

“The Project remains on schedule for
commercial gas in the first half of 2009.”

– Brian Corban
Chairman

SECURING
future gas supplies

Apache: The ship that
works offshore to lay
pipelines for Kupe

2009
the year gas will flow from Kupe

KUPE
jacket and wellhead platform installed

Progress on the Kupe Oil and Gas Project,
of which Genesis Energy has 31 per cent
equity, advanced significantly in the final
months of 2007. The wellhead platform
was successfully installed. Drilling of
the three production wells commenced
and proceeded to plan. At the Production
Station, construction work also progressed
well. The Horizontally Directionally Drilled
work was completed. The Project remains
on schedule for commercial gas in the first
half of 2009.
At our Mangatoa offshore Taranaki gas
prospect, technical design work was
undertaken to confirm the optimum survey
specifications and acquisition technique
for a 3D seismic survey. Mangatoa lies
mainly in shallow waters, close to the
coastline, and extends onshore. It is likely
that Transition Zone acquisition techniques
will be used for at least part of the survey,
to enable recording in shallow water,
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the surf zone and onshore. Also, this will
achieve a better technical solution than
would be possible using a fully marine
(towed streamer) acquisition technique.
The onshore component would include
heli-supported shot hole drilling in country
that is often steep. The main contracts are
expected to be awarded in late February,
with recording to take place either in
May/June or later in the year, depending
on equipment availability and finalisation
of land access agreements.
At Cardiff, the operator, Austral-Pacific,
has successfully completed a workover of
the Cardiff-2AST1 well. This included the
removal of existing tubing and packers
from the well, isolation of the McKee
and K1A reservoir intervals, and the
installation of a new chrome tubing string
to enable testing of the K3E reservoir
interval. Initial testing will commence
during February and, if successful, will

lead to an extended testing programme
during March and April.
Gasbridge is a 50/50 joint venture between
Genesis Energy and Contact Energy to
preserve the option of importing natural
gas if required in the future. Over the last
six months, Gasbridge has been working
on finalising the conceptual engineering
design that has provided the basis for
undertaking environmental assessments
that feed into the Resource Management
Act process of obtaining resource consents
for the project. In conjunction with this
work, consultation has been undertaken
with key stakeholders and will be the
main focus of the project in the first half of
2008. Gasbridge aims to lodge its resource
consent applications in mid 2008. This
project is of a precautionary nature and the
processing of consents does not commit
the joint venture to building the facility at
any given time.

Page 11

Genesis Energy is working towards a zero
waste policy from all our business activities.
The company is using the principles of reducing,
reusing, recycling, recovering and residual
disposal of water. The key to the programme is
the education of our staff and the introduction of
improved recycling facilities at all our locations.

OBJECTIVE

TARGET

ACTION 2007/08

To reduce the carbon intensity of Genesis
Energy’s non-generation activities

Reduce waste to landfill from
all office buildings by 30 per cent
below 2007 levels by June 2008

All sites to have and maintain waste
minimisation programmes
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ISSUE 3: Reducing our waste

ISSUE 3

REGIONAL

ISSUE 3: REDUCING OUR WASTE
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ISSUE 3: REDUCING OUR WASTE

“We are working actively to restore and assist
our environment for the future.”

15%

Sumita Maharaj
sorts recycling in the
Greenlane office

decrease in waste for all our offices (estimate)

A waste minimisation programme was
introduced in Genesis Energy’s head office
at Greenlane, Auckland in October 2007.
The programme started with the
removal of personal rubbish bins from
all desks. All staff sort their rubbish
and recycle where they can. Cardboard
and paper are separated and recycled.
Organic waste is collected in kitchens
and sent weekly to a composting site;
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plastic bottles and tin cans are recycled.
As a result of the introduction of the
programme, we have made progress
towards the target of a 30 per cent
reduction of waste to landfill.
Our significant waste streams:
• General office waste
• Green waste from water intakes at
Huntly Power Station and Tongariro
Power Scheme

• Oil, solvents and other engineering
wastes at all generation sites
• Synthetic Mineral Fibre used
as insulation
• Small amounts of asbestos and
lead-contaminated material
• Reasonable tonnage of scrap metal
recovered from Huntly Power Station
• Ash from coal at Huntly Power Station.

30%

OCT
2007
waste minimisation programme
introduced

reduction of Greenlane office waste
to landfill (estimate)
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In a time when the threat of climate change is
present in our everyday lives, Genesis Energy
recognises the need to teach the younger
generation the importance of renewable energy,
energy efficiency and climate change in an
interesting and engaging way.

OBJECTIVE

TARGET

ACTION 2007/08

To encourage and assist customers
and stakeholders to reduce
greenhouse gas emissions

Identify and offer a suite of
climate change campaigns that
will provide measurable energy
emissions reductions

Establish a measurement and monitoring
system to evaluate the effectiveness of climate
change campaigns
Report on the energy emissions reductions from
the 2007/08 climate change campaigns
Identify a quantifiable target for reduction of
emissions from climate change campaigns
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ISSUE 4: Boosting solar into schools

ISSUE 4

COMMUNITY

ISSUE 4: BOOSTING SOLAR INTO SCHOOLS
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issue 4: boosting solar into schools

“Genesis Energy’s goal is to have
solar panels in 56 schools by 2010.”

6

schools currently in the
Schoolgen programme

Genesis Energy’s innovative Schoolgen
programme educates young New
Zealanders about energy and climate
change issues. Schoolgen’s success in
this space was highlighted when it was
included as a case study in the New
Zealand Energy Strategy. Genesis Energy
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intends to build on Schoolgen’s initial
success in six Auckland schools and
develop it into the leading educational tool
for energy and climate change education
in New Zealand schools.
Genesis Energy is committed to taking
the Schoolgen curriculum to all schools

in New Zealand and has allocated
substantial funding to the programme.
The next stage of the Schoolgen
programme will include the installation
of 2kW photovoltaic generation systems
in 50 Genesis Energy school customers
over the next three years.

2KW

50
Genesis Energy schools to be added
over the next 3 years

average power of new photovoltaic
systems to be installed
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Genesis Energy manages its interactions with
customers, and billing for its customer accounts,
through a Customer Information System (CIS)
called Gentrack. The CIS was last upgraded in
2001 and needed a major overhaul in order to
improve customer service and deliver new
customer initiatives such as advanced metering.
The company wanted a flexible, robust platform
from which to develop new functionality.
GOAL

OBJECTIVE

Deliver a customer-centric (as opposed to installation-centric)
approach to customer management

To facilitate business growth by initiating and enabling
new capability
To support our customer-driven approach and culture
through supporting customer-based systems

Reduce operational and technical complexity within
the business
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To reduce, where feasible, the number of systems
currently used by Genesis Energy, thereby reducing
complexity and cost

ISSUE 5: Improving customer service
and systems

ISSUE 5

INDIVIDUAL

ISSUE 5: IMPROVING CUSTOMER SERVICE AND SYSTEMS
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ISSUE 5: IMPROVING CUSTOMER SERVICE AND SYSTEMS

“The [CIS] upgrade was completed 14 months
after conception and only eight months after
the project start date .”
.

8

months taken for upgrade

The CIS Upgrade Programme was
approved by the Genesis Energy Board
in March 2007 with the purpose of
upgrading the Gentrack CIS and Billing
system to the latest version.
Undertaking the upgrade was essential
to enable Genesis Energy’s Retail
division to deliver the company’s
business plan. It supports a customerdriven approach by enabling a total view
of each customer, while also being able
to see total site information. Also, the
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new system will enable us to respond
to the market in a timely manner,
given that it is configurable rather than
requiring code changes for alterations
in business requirements, including
advanced metering.
In December 2007, the Genesis Energy
Retail Business upgraded its core
customer information and billing
system, Gentrack.
The upgrade project was a major
undertaking and involved our key

Retail business partner, SITEL and
the Gentrack development team at
Talgentra. The CIS moved from a
limited, “green screen” environment
(v3.2) to a more advanced and userfriendly windows-based system (v3.8
or “Velocity”).
The upgrade was completed 14 months
after conception and only eight months
after the project start date. Delivery
within such a short timeframe was a
significant achievement.

v3.8
or ‘Velocity’ – the new, more advanced,
windows-based system
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At a time when behaving responsibly towards
communities and the environment is becoming
more and more a measure of business success,
Genesis Energy is responding by applying a
great deal of its energy to implement a new
corporate social responsibility strategy and is
taking advantage of the work we have done
in the past nine years.
OBJECTIVE

TARGET

ACTION 2007/08

To respect the social, economic
and environmental well-being of the
world around us

Genesis Energy’s CSR practices
are at best practice

Implement the comprehensive Hello
Tomorrow Programme

To engage employees in the Corporate
Social Responsibility strategy

Develop and offer an employee
volunteering programme
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Measure and manage our corporate
community contributions using the
internationally recognised London
Benchmarking Group
Launch the Genesis Energy employee
volunteering programme

ISSUE 6: Using all our energy in
the community

ISSUE 6

US

ISSUE 6: USING ALL OUR ENERGY IN THE COMMUNITY
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ISSUE 6: USING ALL OUR ENERGY IN THE COMMUNITY

“Genesis Energy’s community
contributions included in LBG had a
value of $1.5 million from a total
Australasian pool of $117.0 million.”

$1.5m
community contributions

27%
education and young people investment

Contributions: Mike Campbell, Thermal
Energy Manager, Genesis Energy with Peter
Harris, Mayor, Waikato District and Rob Storey,
Chairman, North Waikato Aquatic Trust
Following the development of a
corporate social responsibility (CSR)
strategy and framework in October 2007,
Genesis Energy launched the Hello
Tomorrow Programme – an umbrella
brand for all of its CSR activities.
The Hello Tomorrow Programme
includes a new employee volunteering
programme which provides opportunities
for employees to work as part of a
volunteer team, one day per year, on
projects that Genesis Energy supports.
The volunteering programme provides
a practical way for employees to
contribute their skills and energy to local
communities while also personifying
company values to Imagine, Respect,
Support and Drive.
The company joined the London
Benchmarking Group (LBG) in 2006
and first took part in the Group’s
annual benchmarking study on CSR
in November 2007. Genesis Energy’s
social and environmental contributions
Page 26

compared very well against 27 leading
Australasian companies.
The LBG model identifies three main
categories of community contributions
which include charitable donations
(one-off or intermittent support for
good causes), community investment
(sustained strategic involvement in
community partnerships to advance
both the community and the company’s
long-term interests) and commercial
initiatives (activities with the main
objective to promote the corporate
brand but which also benefit community
organisations). While business
contributes to society in other ways
not all of these are included in the LBG
criteria as community contributions.
The report found that Genesis Energy’s
community contributions included in
LBG had a value of $1.5 million from a
total Australasian pool of $117.0 million.
Our contributions per employee were
ahead of those of the other members

and, as a percentage of revenue, they
were in line with the rest.
The vast bulk of our contributions were
categorised as community investment
(89%), with charitable donations being
only 1.9 per cent and commercial
initiatives 8.5 per cent of the total
contribution. This is a highly sustainable
position for a CSR programme and is
considered close to the ideal.
Just over half of our community
contributions are in the health area, with
education and young people (27%) and
environmental (9%) in second and third
positions. Education and young people
and social welfare were the main areas
where the other companies contributed.
The LBG framework provides Genesis
Energy with a strategic approach to
track and measure the Hello Tomorrow
Programme and will facilitate the
continuous improvement of the
programme’s management, performance
and communication to stakeholders.
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NET PROFIT FOR 6 MONTHS
TO DECEMBER 2007

29
30
31
32
34

Condensed Consolidated Income Statement
Condensed Consolidated Balance Sheet
Condensed Consolidated Statement of Changes in Equity
Condensed Consolidated Cash Flow Statement
Notes to the Condensed Consolidated Interim Financial Statements

Group Unaudited
12 Months Ended
30 June 2007

Condensed consolidated income statement
for the six months ended 31 DECEMBER 2007

Group Unaudited
6 Months Ended
31 December 2006

31.4m

$

Group Unaudited
6 Months Ended
31 December 2007

GENESIS POWER LIMITED and
subsidiaries Condensed Consolidated
Interim Financial Statements for the
six months ended 31 December 2007

825,290

836,229

1,569,550

80,472

86,126

146,069

notes

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

$000s

Continuing Operations
Operating revenue
Electricity revenue
Gas revenue
Other revenue

27,260

23,534

57,251

933,022

945,889

1,772,870

(425,649)

(448,700)

(868,748)

(74,426)

(74,040)

(136,942)

(185,714)

(146,052)

(312,732)

Operating expenses
Electricity purchases, transmission and distribution
Gas purchases and transmission
Fuels consumed
Employee benefits

(26,616)

(23,340)

(47,271)

(116,591)

(111,822)

(218,538)

(828,996)

(803,954)

(1,584,231)

Earnings before finance costs, income tax, depreciation,
amortisation and financial instruments

104,026

141,935

188,639

Depreciation

(35,242)

(22,807)

(45,962)

Amortisation

(6,834)

(6,871)

(14,400)

Other gains and losses

(4,915)

Other operating costs

Profit before finance costs and income tax
Finance costs
Profit before income tax
Income tax expense
Profit for the period from continuing operations

133

(6,161)

(46,991)

(29,545)

(66,523)

57,035

112,390

122,116

(14,141)

(2,822)

(4,252)

42,894

109,568

117,864

(11,503)

(38,714)

(28,414)

31,391

70,854

89,450

5

6

7

Discontinued Operation
Profit for the period from discontinued operation
Profit for the period

-

-

-

31,391

70,854

89,450

31,391

70,854

89,450

Attributable to:

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

Brian Corban QSO		
Chairman			
5 February 2008		

Equity holders of the parent
Minority interest

-

-

-

31,391

70,854

89,450

Joanna Perry
Director
5 February 2008
The above statements should be read in conjunction with the accompanying notes.
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Profit for the period

Current assets
40,089

10,852

Trade and other receivables

204,652

164,294

203,954

Inventories

113,235

57,178

83,378

5,302

2,102

4,521

Current tax receivable
Total current assets

33,458

-

23,242

385,069

263,663

325,947

47,387

54,136

50,600

- Gains/(losses) taken to equity

Derivative financial instruments
Property, plant and equipment
Intangible assets
Exploration and evaluation assets

- Deferred tax
8

6,492

12,441

9,843

1,687,912

1,578,309

1,631,306

224,236

163,153

186,849

21,838

20,522

20,910

1,987,865

1,828,561

1,899,508

Total assets

2,372,934

2,092,224

2,225,455

Total recognised revenue and expense for the period

Dividends provided for or paid
8

197,154

165,663

218,353

Borrowings

78,087

2,929

41,203

Derivative financial instruments

20,735

12,045

25,680

-

6,639

-

Total current liabilities

(29,567)

(32,090)

(2,473)

notes

8,245

4,898

4,856

5,662

300,874

192,132

290,898

501,404

330,675

388,248

9,758

10,590

-

-

9,477

37,163

51,045

77,427

-

-

(16)

-

(9,600)

Changes in equity for the period

(14,900)
22,263

51,045

67,811

Equity at the beginning of the period

1,325,742

1,257,931

1,257,931

Equity at the end of the period

1,348,005

1,308,976

1,325,742

Share capital

540,565

540,565

540,565

Retained earnings

580,568

555,048

564,044

Asset revaluation reserve

238,394

228,223

238,427

Cash flow hedge reserve

(11,522)

(14,860)

(17,294)
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Equity is comprised of:

Current liabilities

Provisions

89,450

Asset revaluation:

Liabilities

Current tax payable

- Change in corporate tax rate

- Transferred to retained earnings on disposal

Total non‑current assets

Trade and other payables

70,854

Movement in deferred tax attributable to equity:

Non‑current assets
Trade and other receivables

31,391

$000s

Cash flow hedges:
28,422

Derivative financial instruments

Group Unaudited
12 Months Ended
30 June 2007

Assets

Cash and cash equivalents

Group Unaudited
6 Months Ended
31 December 2007

notes

Group Unaudited
12 Months Ended
30 June 2007

Condensed consolidated STATEMENT OF CHANGES IN EQUITY
for the six months ended 31 DECEMBER 2007

$000s

Group Unaudited
6 Months Ended
31 December 2006

Condensed consolidated BALANCE SHEET
for the six months ended 31 DECEMBER 2007

Group Unaudited
6 Months Ended
31 December 2006

Group Unaudited
6 Months Ended
31 December 2007

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

1,348,005

1,308,976

1,325,742

8

Non‑current liabilities
Borrowings
Derivative financial instruments
Deferred tax liabilities
Provisions

5,109

15,297

8,854

200,971

226,596

195,416

16,571

18,548

16,297

724,055

591,116

608,815

Total liabilities

1,024,929

783,248

899,713

Net assets

1,348,005

1,308,976

1,325,742

Shareholders’ equity

1,348,005

1,308,976

1,325,742

Total non‑current liabilities

The above statements should be read in conjunction with the accompanying notes.
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Page 31

GST received
Taxation credits/(debits)

938,308

989,668

1,769,528

922

1,698

5,572

102,054

123,058

223,237

(33)
1,041,251

1,463

1,241

1,115,887

1,999,578

Profit for the period

883,589

855,373

1,567,968

Payments to employees

26,510

23,613

47,634

Interest paid and other finance charges

13,930

2,487

3,626

GST paid to suppliers

97,027

110,325

214,820

5,027

12,733

8,416

Net GST paid to IRD
Taxation paid
Net cash inflow from/(outflow to) operating activities

Net (gain)/loss on disposal of property, plant and equipment
Net gain on consolidation of joint venture

Receipts of principal from finance lease receivable
Advances and loans repaid

18,605

12,437

52,665

1,044,688

1,016,968

1,895,129

98,919

104,449

(3,437)

78

-

69

2,102

1,833

3,817

63

-

-

2,243

1,833

3,886

928

69

457

Purchase of intangibles

39,659

16,701

44,212

Purchase of property, plant and equipment

70,508

38,539

120,625

5,287

11,828

24,904

Interest paid and other finance charges capitalised
Net cash (outflow) to investing activities

2,391

2,716

notes

4

116,382

67,137

190,198

(114,139)

(65,304)

(186,312)

-

(843)

(836)

4

1,548

1,880

Depreciation

35,242

22,807

45,962

Amortisation

6,834

6,871

14,400

375

5,312

Change in fair value of derivative financial instruments
Change in deferred tax liabilities
Change in capital expenditure accruals

5
5

(348)
5,554

(1,810)

(22,771)

(18,651)

(7,243)

9,709

28,631

21,000

52,612

2,216

54,762

12,843

Movements in working capital:
Change in trade and other receivables
Change in prepayments

Cash was applied to:
Exploration and evaluation expenditure

89,450

Non-Cash Items:
6

Cash flows from investing activities
Cash was provided from:
Proceeds from disposal of property, plant and equipment

70,854

Items classified as investing/financing activities:

Cash was applied to:
Payments to suppliers

31,391

$000s

Reconciliation of profit after income tax to net cash inflow
from/(outflow to) operating activities

Cash was provided from:
Interest received

Group Unaudited
12 Months Ended
30 June 2007

Cash flows from operating activities
Receipts from customers

Group Unaudited
6 Months Ended
31 December 2007

notes

Group Unaudited
12 Months Ended
30 June 2007

Condensed consolidated CASH FLOW STATEMENT
for the six months ended 31 DECEMBER 2007

$000s

Group Unaudited
6 Months Ended
31 December 2006

Condensed consolidated CASH FLOW STATEMENT
for the six months ended 31 DECEMBER 2007

Group Unaudited
6 Months Ended
31 December 2006

Group Unaudited
6 Months Ended
31 December 2007
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(3,918)

(263)

Change in inventories

(29,857)

(5,452)

(31,652)

Change in creditors and employee entitlements

(21,198)

(62,831)

(10,141)

Change in current taxation receivable/payable

(10,216)

19,794

(10,087)

Change in provisions

Net cash inflow from/(outflow to) operating activities

(490)

(493)

1,482

(1,938)

(63,463)

5,517

(39,493)

(3,437)

98,919

104,449

Cash flows from financing activities
Cash was provided from:
Proceeds from new borrowings

151,850

-

95,650

151,850

-

95,650

-

1,600

-

1,804

1,536

2,945

Cash was applied to:
Repayment of borrowings
Repayment of principal on finance lease liabilities
Ordinary dividend paid

14,900

-

9,600

16,704

3,136

12,545

135,146

(3,136)

83,105

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

17,570
10,852

30,479
9,610

1,242
9,610

Cash AND cash equivalents at the end of the period

28,422

40,089

10,852

28,422

13,089

10,852

-

27,000

-

28,422

40,089

10,852

Net cash inflow from/(outflow to) financing activities

10

Cash AND cash equivalents is comprised of:
Cash at bank and on hand
Short-term deposits
The above statements should be read in conjunction with the accompanying notes.
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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 months ended 31 December 2007
1. General information
The condensed consolidated interim
financial statements cover the six-month
period ended 31 December 2007 and have
been prepared for Genesis Power Limited
and its subsidiaries (the Group). The
Company was incorporated and became a
state-owned enterprise on 16 December
1998 pursuant to the State-Owned
Enterprises Act 1986. The Company is a
profit-orientated entity and is wholly owned
by Her Majesty the Queen in Right of New
Zealand (“the Crown”). The Group’s core
business is the generation, trading and
retailing of energy in New Zealand.
2. Summary of significant
accounting policies
(a) Basis of preparation
The condensed consolidated interim
financial statements have been prepared
using accounting policies consistent
with New Zealand equivalents to
International Financial Reporting
Standards (NZ IFRS), and in accordance
with New Zealand International
Accounting Standard (NZ IAS) 34 Interim
Financial Reporting. In complying with
NZ IAS 34, these statements comply with
International Accounting Standard 34
Interim Financial Reporting.
These financial statements are presented
in New Zealand dollars (NZD), rounded to
the nearest thousand.

Application of NZ IFRS 1 First‑time
Adoption of New Zealand Equivalents to
International Financial Reporting Standards
These condensed consolidated interim
financial statements are the first financial
statements of the Group to be prepared
using accounting policies consistent with
NZ IFRS. NZ IFRS 1 First‑time Adoption of
New Zealand Equivalents to International
Financial Reporting Standards has been
applied in preparing these condensed
consolidated interim financial statements.
These condensed consolidated interim
financial statements are not required to
be audited. The Annual Report as at June
2007 contains the audited results for
the year ended 30 June 2007 under the
previous accounting standards.
Financial statements of Genesis Power
Limited and its subsidiaries until 30 June
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2007 had been prepared in accordance
with previous NZ FRS.
NZ FRS differs in certain respects from
NZ IFRS. When preparing the condensed
consolidated interim financial statements,
management has amended certain
accounting and valuation methods applied
in the NZ FRS financial statements to
comply with NZ IFRS. The comparative
figures in respect of 31 December 2006
and 30 June 2007 were restated to reflect
these adjustments.
The adoption of these standards has
resulted in changes to the Group’s
accounting policies in the following areas
that have affected the amounts reported
for the current or prior periods:
-

Financial instruments
Deferred taxation
Goodwill
Long Service leave
Property Plant and Equipment

Reconciliations and descriptions of the
effect of transition to NZ IFRS from
previous NZ FRS on the Group’s reported
financial position, financial performance,
and cash flows is provided in note 15.
Historical cost convention
These condensed consolidated interim
financial statements have been prepared
under the historical cost convention,
as modified by the revaluation of
available‑for‑sale financial assets,
financial assets and liabilities (including
derivative instruments) at fair value
through profit or loss, and certain classes
of property, plant and equipment.
Critical accounting estimates and
judgements
The preparation of financial statements in
conformity with NZ IFRS requires the use
of certain critical accounting estimates. It
also requires management to exercise their
judgement in the process of applying the
company’s accounting policies. The areas
involving a higher degree of judgement or
complexity, or areas where assumptions
and estimates are significant to the financial
statements, are disclosed in the relevant
accounting policy or in the relevant note.
The estimates and associated
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.
The estimates and underlying
assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates
are recognised in the period in which the
estimate is revised if the revision affects
that period only, or in the period of the
revision and future periods if the revision
affects both current and future periods.
Goods and Services Tax
The income statement and the cash flow
statement have been prepared so that all
components are stated exclusive of GST.
All items in the balance sheet are stated
net of GST, with the exception of receivables
and payables, which include GST.
(b)	Principles of consolidation

(i) Subsidiaries
The condensed consolidated interim
financial statements incorporate the
assets and liabilities of all subsidiaries of
Genesis Power Limited (“the company”)
as at 31 December 2007 and the results
of all subsidiaries for the half year then
ended. Genesis Power Limited and its
subsidiaries together are referred to in
these financial statements as the Group
or the consolidated entity.
Subsidiaries are all those entities
(including special-purpose entities) over
which the Group has the power to govern
the financial and operating policies,
generally accompanying a shareholding
of more than one‑half of the voting rights.
The existence and effect of potential
voting rights that are currently exercisable
or convertible are considered when
assessing whether the Group controls
another entity.
Subsidiaries are fully consolidated from
the date on which control is transferred to
the Group. They are de-consolidated from
the date that control ceases.
The purchase method of accounting is
used to account for the acquisition of
subsidiaries by the Group. The cost of an
acquisition is measured as the fair value
of the assets given, equity instruments
issued and liabilities incurred or assumed
at the date of exchange, plus costs
directly attributable to the acquisition.

Identifiable assets acquired and liabilities
and contingent liabilities assumed in
a business combination are measured
initially at their fair values at the
acquisition date, irrespective of the extent
of any minority interest. The excess of the
cost of acquisition over the fair value of
the Group’s share of the identifiable net
assets acquired is recorded as goodwill.
If the cost of acquisition is less than the
fair value of the net assets of the subsidiary
acquired, the difference is recognised
directly in the income statement.
Where settlement of any part of cash
consideration is deferred, the amounts
payable in the future are discounted to their
present value as at the date of exchange.
The discount rate used is the entity’s
incremental borrowing rate, being the
rate at which a similar borrowing could be
obtained from an independent financier
under comparable terms and conditions.
Inter-company transactions, balances
and unrealised gains on transactions
between Group companies are eliminated.
Unrealised losses are also eliminated
unless the transaction provides evidence
of the impairment of the asset transferred.
Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the policies adopted by
the Group.
Minority interests in the results and equity
of subsidiaries are shown separately in
the consolidated income statement and
balance sheet respectively.
Business combinations that occurred prior
to the date of transition to NZ IFRS have
not been restated retrospectively.
(ii) Joint ventures
Jointly controlled assets
Jointly controlled assets involve the joint
control, or the joint ownership, by the
venturers of one or more assets contributed
to, or acquired for the purpose of, the joint
venture and dedicated to the purposes of the
joint venture. The assets are used to obtain
benefits for the venturers. Each venturer
may take a share of the output from the
assets and each bears an agreed share of
the expenses incurred.
These joint ventures do not involve
the establishment of a corporation,
partnership or other entity, or a financial

structure that is separate from the
venturers themselves.
The Group’s share of jointly controlled
assets and liabilities and share of revenue
and expenses are accounted for using
the proportionate consolidation method.
The proportionate interests in the assets,
liabilities, income and expenses of the
jointly controlled assets have been
incorporated into the financial statements
under the appropriate headings together
with any liabilities incurred by the Group.
(c) Foreign currency translation

(i) Functional and presentation currency
Items included in the financial statements
of each of the Group’s entities are
measured using the currency of the
primary economic environment in which
it operates (“the functional currency”).
The consolidated financial statements are
presented in New Zealand dollars, which
is Genesis Power Limited’s functional and
presentation currency.
(ii) Transactions and balances
Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at the
dates of the transactions. Foreign exchange
gains and losses resulting from the
settlement of such transactions and from
the translation at period-end exchange
rates are recognised in the income
statement except for differences arising
on the retranslation of non‑monetary
items in respect of which gains and losses
are recognised directly in equity. For
such non‑monetary items, any exchange
component of that gain or loss is also
recognised directly in equity.
Translation differences on non‑monetary
items, such as equities held at fair value
through profit or loss, are reported as part
of the fair value gain or loss. Translation
differences on non‑monetary items, such
as equities classified as available for sale
financial assets, are included in the fair
value reserve in equity.
(d) Revenue recognition
Revenue is measured at the fair value of
the consideration received or receivable.
Amounts disclosed as revenue are net of
returns, trade allowances and duties and
taxes paid. Revenue recognised for the
major activities comprises the amounts

received and receivable by the Group
for electricity, gas and energy-related
services supplied to customers in the
ordinary course of business. Revenue is
recognised as follows:
(i) Sales of goods
Revenue from the supply of goods is
recognised when the significant risks
and rewards of ownership have been
transferred to the buyer.
(ii) Sales of services
Revenue from the supply of services is
recognised at balance date on a straightline basis over the specified period for
the services unless an alternative method
better represents the stage of completion
of the transaction.
(iii) Interest income
Interest income is recognised on a
time-proportion basis using the effective
interest method. The effective interest rate
exactly discounts estimated future cash
receipts through the expected life of the
financial asset to that asset’s net carrying
amount. The method applies this rate to
the principal outstanding to determine
interest income each period.
(iv) Rental income
Rental income is recognised in the income
statement on a straight-line basis over
the term of the lease. Lease incentives
granted are recognised evenly over the
term of the lease as a reduction in total
rental income.
(v) Dividend income
Dividend income is recognised when the
right to receive payment is established.
(e) Income tax
The income tax expense or revenue for
the period is the tax payable on the
current period’s taxable income based
on the New Zealand tax rate adjusted
by changes in deferred tax assets and
liabilities attributable to temporary
differences between the tax bases of
assets and liabilities and their carrying
amounts in the financial statements,
and to unused tax losses.
Deferred tax is recognised for temporary
differences and is accounted for using the
balance sheet liability method. Deferred
tax liabilities are generally recognised
for all taxable temporary differences and
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deferred tax assets are recognised to
the extent that it is probable that taxable
profits will be available against which
deductible temporary differences can be
utilised. Such assets and liabilities are
not recognised if the temporary difference
arises from goodwill or from the initial
recognition (other than in a business
combination) of other assets and liabilities
in a transaction that affects neither the
taxable profit nor the accounting profit.
Deferred tax liabilities are recognised
for taxable temporary differences
arising on investments in subsidiaries
and associates, and interests in joint
ventures, except where the Group is able
to control the reversal of the temporary
difference and it is probable that the
temporary difference will not reverse in
the foreseeable future.
The carrying amount of deferred tax
assets is reviewed at each balance sheet
date and reduced to the extent that it is
no longer probable that sufficient taxable
profits will be available to allow all or part
of the asset to be recovered.
Deferred tax is calculated at the tax rates
that are expected to apply in the period
when the liability is settled or the asset
realised, based on those tax rates that
are enacted or substantively enacted.
The relevant tax rates are applied to the
cumulative amounts of deductible and
taxable temporary differences to measure
the deferred tax asset or liability. Deferred
tax is charged or credited to profit or loss,
except when it relates to items charged or
credited directly to equity, in which case the
deferred tax is also dealt with in equity.
Deferred tax assets and liabilities are
offset when there is a legally enforceable
right to set off current tax assets against
current tax liabilities and when they
related to income taxes levied by the same
taxation authority and the Group intends to
settle its current tax assets and liabilities
on a net basis.
(f) Leases

(i) The Group is the lessee
Leases of property, plant and equipment
where the Group has substantially all
the risks and rewards of ownership are
classified as finance leases. Finance
leases are capitalised at the lease’s
inception at the lower of the fair value
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of the leased property and the present
value of the minimum lease payments.
The corresponding rental obligations, net
of finance charges, are included in other
long term payables. Each lease payment is
allocated between the liability and finance
charges so as to achieve a constant
periodic rate of interest on the finance
balance outstanding. The property, plant
and equipment acquired under finance
leases is depreciated over the shorter of
the asset’s useful life and the lease term.
Leases in which a significant portion of
the risks and rewards of ownership are
retained by the lessor are classified as
operating leases. Payments made under
operating leases (net of any incentives
received from the lessor) are charged to
the income statement on a straight‑line
basis over the period of the lease.

assessing impairment, assets are grouped
at the lowest levels for which there
are separately identifiable cash flows
(cash-generating units). Non-financial
assets other than goodwill that suffered
an impairment are reviewed for possible
reversal of the impairment at each
reporting date.

(ii) The Group is the lessor
When assets are leased out under a
finance lease, the present value of the
minimum lease payments is recognised
as a receivable. Finance lease receipts
are allocated between interest revenue
and reduction of the lease receivable
over the term of the lease in order to
reflect a constant periodic rate of return
on the net investment outstanding in
respect of the lease.
Assets leased to third parties under
operating leases are included in property,
plant and equipment in the balance
sheet. They are depreciated over their
expected useful lives on a basis consistent
with similar owned property, plant and
equipment. Rental income (net of any
incentives given to lessees) is recognised
on a straight line basis over the lease term.

(i) Trade receivables
Trade receivables are recognised initially
at fair value and subsequently measured
at amortised cost, less provision for
doubtful debts. Trade receivables are due
for settlement no more than 30 days from
the date of recognition.
Collectibility of trade receivables is
reviewed on an ongoing basis. Debts which
are known to be uncollectible are written
off. A provision for doubtful receivables
is established when there is objective
evidence that the Group will not be able to
collect all amounts due according to the
original terms of receivables. The amount
of the provision is the difference between
the asset’s carrying amount and the
expected recoverable amount.

(g) Impairment of assets
Assets that have an indefinite useful
life are not subject to amortisation and
are tested annually for impairment.
Assets that are subject to amortisation
are reviewed for impairment annually
or whenever events or changes in
circumstances indicate that the carrying
amount may not be recoverable. An
impairment loss is recognised for the
amount by which the asset’s carrying
amount exceeds its recoverable amount.
The recoverable amount is the higher
of an asset’s fair value less costs to sell
and value in use. For the purposes of

(h) Cash and cash equivalents
Cash and cash equivalents includes
cash on hand, deposits held at call with
financial institutions, other short‑term,
highly liquid investments with original
maturities of three months or less that
are readily convertible to known amounts
of cash and which are subject to an
insignificant risk of changes in value,
and bank overdrafts. Bank overdrafts
are shown within borrowings in current
liabilities on the balance sheet.

(j) Inventories

Raw materials and stores
Raw materials and stores are stated at
the lower of cost and net realisable value.
Costs are assigned to individual items
of inventory on the basis of weighted
average costs. Net realisable value is the
estimated selling price in the ordinary
course of business less the estimated
costs necessary to make the sale.
(k) Non‑current assets (or disposal
groups) held for sale
Non‑current assets (or disposal groups)
are classified as held for sale and stated
at the lower of their carrying amount and
fair value less costs to sell if their carrying

amount will be recovered principally
through a sale transaction rather than
through continuing use; that is, where
such assets are available for immediate
sale and where the sale is highly probable.
An impairment loss is recognised for any
initial or subsequent write-down of the
asset (or disposal group) to fair value
less costs to sell. A gain is recognised for
any subsequent increases in fair value
less costs to sell of an asset (or disposal
group), but not in excess of any cumulative
impairment loss previously recognised.
A gain or loss not previously recognised
by the date of the sale of the non‑current
asset (or disposal group) is recognised at
the date of de-recognition.
Non‑current assets (including those
that are part of a disposal group) are
not depreciated or amortised while they
are classified as held for sale. Interest
and other expenses attributable to the
liabilities of a disposal group classified as
held for sale continue to be recognised.
Non‑current assets classified as held for
sale and the assets of a disposal group
classified as held for sale are presented
separately from the other assets in the
balance sheet. The liabilities of a disposal
group classified as held for sale are
presented separately from other liabilities
in the balance sheet.
(l) Investments and other financial
assets
The Group classifies its financial assets
in the following categories: financial
assets at fair value through profit or
loss, loans and receivables, held to
maturity investments, and available for
sale financial assets. The classification
depends on the nature of the financial
assets and the purpose for which
the financial assets were acquired.
Management determines the classification
of its financial assets at initial recognition
and re-evaluates this designation at each
reporting date.

(i) Financial assets at fair value through
profit or loss
This category has two subcategories:
financial assets held for trading, and those
designated at fair value through profit or
loss on initial recognition. A financial asset
is classified in this category if acquired
principally for the purpose of selling in

the short term or if so designated by
management. The policy of management is
to designate a financial asset if there exists
the possibility it will be sold in the short
term and the asset is subject to frequent
changes in fair value. Derivatives are also
categorised as held for trading unless they
are designated as hedges. Assets in this
category are classified as current assets
if they are either held for trading or are
expected to be realised within 12 months
of the balance sheet date.
(ii) Loans and receivables
Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They arise when the Group
provides money, goods or services directly
to a debtor with no intention of selling the
receivable. They are included in current
assets, except for those with maturities
greater than 12 months after the balance
sheet date which are classified as
non‑current assets.
Loans and receivables are included in
receivables in the balance sheet.
(iii) Held to maturity investments
Held to maturity investments are
non‑derivative financial assets with fixed
or determinable payments and fixed
maturities that the Group’s management
has the positive intention and ability to
hold to maturity.
(iv) Available for sale financial assets
Available for sale financial assets,
comprising principally marketable equity
securities, are non-derivative financial
assets that are either designated in this
category or not classified in any of the
other categories. They are included in
non‑current assets unless management
intends to dispose of the investment within
12 months of the balance sheet date.
Purchases and sales of investments are
recognised on trade date, the date on which
the Group commits to purchase or sell the
asset. Investments are initially recognised
at fair value plus transaction costs for all
financial assets not carried at fair value
through profit or loss. Financial assets are
de-recognised when the rights to receive
cash flows from the financial assets have
expired or have been transferred and the
Group has transferred substantially all the
risks and rewards of ownership.

Available for sale financial assets and
financial assets at fair value through
profit and loss are subsequently carried
at fair value. Loans and receivables and
held to maturity investments are carried
at amortised cost using the effective
interest method. Realised and unrealised
gains and losses arising from changes
in the fair value of the “financial assets
at fair value through profit or loss”
category are included in the income
statement in the period in which they
arise. Unrealised gains and losses arising
from changes in the fair value of financial
assets classified as available for sale are
recognised in equity in the available for
sale investments revaluation reserve.
When securities classified as available
for sale are sold, the accumulated fair
value adjustments are included in the
income statement as gains and losses
from investment securities.
The fair values of quoted investments
are based on current bid prices. If the
market for a financial asset is not active
(and for unlisted securities), the Group
establishes fair value by using valuation
techniques. These include reference
to the fair values of recent arm’slength transactions, involving the same
instruments or other instruments that
are substantially the same, discounted
cash flow analysis, and option pricing
models refined to reflect the issuer’s
specific circumstances.
The Group assesses at each balance date
whether there is objective evidence that
a financial asset or group of financial
assets is impaired. In the case of equity
securities classified as available for sale,
a significant or prolonged decline in the
fair value of a security below its cost is
considered in determining whether the
security is impaired. If any such evidence
exists for available for sale financial
assets, the cumulative loss measured as
the difference between the acquisition
cost and the current fair value, less any
impairment loss on that financial asset
previously recognised in profit and loss is
removed from equity and recognised in
the income statement. Impairment losses
recognised in the income statement
on equity instruments are not reversed
through the income statement.
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(m) Derivatives
Derivatives are initially recognised at fair
value on the date a derivative contract
is entered into and are subsequently remeasured to their fair value. The method
of recognising the resulting gain or loss
depends on whether the derivative is
designated as a hedging instrument and,
if so, the nature of the item being hedged.
The Group designates certain derivatives
as either:
(1) hedges of the fair value of recognised
assets or liabilities or a firm
commitment (fair value hedge); or
(2) hedges of highly probable forecast
transactions and interest rate swaps
(cash flow hedges).
The Group has entered into transactions
using financial instruments within
predetermined policies and limits in
order to reduce risks from carrying out
its ongoing business. These instruments
include forward exchange contracts and
interest rate swaps. The Group enters
into these contracts to hedge its foreign
currency exposures and interest rate
exposures. The Group has also entered into
contracts to manage its exposure to price
fluctuations on the electricity spot market.
These are contracts for differences.
The Group documents at the inception of
the transaction the relationship between
hedging instruments and hedged items,
as well as its risk management objective
and strategy for undertaking various hedge
transactions. The Group also documents
its assessment, both at hedge inception
and on an ongoing basis, of whether
the derivatives that are used in hedging
transactions have been and will continue to
be highly effective in offsetting changes in
fair values or cash flows of hedged items.
The fair values of various financial
instruments used for hedging purposes
are disclosed in note 8.

(i) Fair value hedge
Changes in the fair value of derivatives
that are designated and qualify as fair
value hedges are recorded in the income
statement, together with any changes in
the fair value of the hedged asset or liability
that are attributable to the hedged risk.
(ii) Cash flow hedge
The effective portion of changes in
the fair value of derivatives that are
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designated and qualify as cash flow
hedges is recognised in equity in the
hedging reserve. The gain or loss relating
to the ineffective portion is recognised
immediately in the income statement.
Amounts accumulated in equity are
recycled in the income statement in the
periods when the hedged item will affect
profit or loss (for instance when the
forecast sale that is hedged takes place).
However, when the forecast transaction
that is hedged results in the recognition
of a non‑financial asset (e.g. inventory)
or a non‑financial liability, the gains and
losses previously deferred in equity are
transferred from equity and included in the
measurement of the initial cost or carrying
amount of the asset or liability.
When a hedging instrument expires or
is sold or terminated, or when a hedge
no longer meets the criteria for hedge
accounting, any cumulative gain or loss
existing in equity at that time remains in
equity and is recognised when the forecast
transaction is ultimately recognised in
the income statement. When a forecast
transaction is no longer expected to
occur, the cumulative gain or loss that
was reported in equity is immediately
transferred to the income statement.
(iii) Derivatives that do not qualify for
hedge accounting
Certain derivative instruments do not
qualify for hedge accounting. Changes
in the fair value of any derivative
instrument that does not qualify for
hedge accounting are recognised
immediately in the income statement.
(iv) Embedded derivatives
Derivatives embedded in other financial
instruments or other non‑financial
host contracts are treated as separate
derivatives when their risks and
characteristics are not closely related to
those of the host contract and the host
contract is not carried at fair value with
unrealised gains or losses reported in
profit or loss.
(n) Fair value estimation
The fair value of financial assets and
financial liabilities must be estimated
for recognition and measurement or for
disclosure purposes.
The fair value of financial instruments
traded in active markets (such as publicly

traded derivatives, and trading and
available for sale securities) is based on
quoted market prices at the balance sheet
date. The quoted market price used for
financial assets held by the Group is the
current bid price; the appropriate quoted
market price for financial liabilities is the
current ask price.
The fair value of financial instruments
that are not traded in an active market
(e.g. over the counter derivatives) is
determined using valuation techniques.
The Group uses a variety of methods
and makes assumptions that are based
on market conditions existing at each
balance date. Quoted market prices or
dealer quotes for similar instruments
are used for long-term debt instruments
held. Other techniques, such as estimated
discounted cash flows, are used to
determine fair value for the remaining
financial instruments. The fair value of
interest rate swaps is calculated as the
present value of the estimated future cash
flows. The fair value of forward exchange
contracts is determined using forward
exchange market rates at the balance
sheet date.
The nominal value less estimated credit
adjustments of trade receivables and
payables are assumed to approximate
their fair values. The fair value of financial
liabilities for disclosure purposes is
estimated by discounting the future
contractual cash flows at the current
market interest rate that is available to the
Group for similar financial instruments.
(o)	Property, plant and equipmenT

Generation assets are stated in
the balance sheet at their revalued
amounts, being the fair value at the
date of revaluation, less any subsequent
accumulated depreciation and subsequent
accumulated impairment losses.
Revaluations are performed with sufficient
regularity, not to exceed five years,
such that the carrying amount does not
differ materially from that which would
be determined using fair values at the
balance sheet date.
Any revaluation increase arising on
the revaluation of generation assets is
credited to the asset revaluation reserve,
except to the extent that it reverses a
revaluation decrease for the same asset

previously recognised in profit or loss,
in which case the increase is credited to
profit or loss to the extent of the decrease
previously charged. A decrease in carrying
amount arising on the revaluation of
generation assets is charged to profit
or loss to the extent that it exceeds
the balance, if any, held in the asset
revaluation reserve relating to a previous
revaluation of that asset.
Depreciation on revalued generation
assets is charged to profit or loss. On
the subsequent sale or retirement
of a revalued asset, the attributable
revaluation surplus remaining in the asset
revaluation reserve is transferred directly
to retained earnings.
Property and plant in the course
of construction for production or
administrative purposes are carried at cost,
less any recognised impairment loss. The
cost of assets constructed by the Group,
including capital work in progress, is the
cost of all materials used in construction,
direct labour costs of construction, resource
management consent costs, and an
appropriate proportion of applicable variable
and fixed overheads.
All property, plant and equipment, except
generation assets, are stated at cost
less accumulated depreciation and any
accumulated impairment losses.
Depreciation of property, plant and
equipment, other than freehold land and
property and plant under construction,
is charged on a straight‑line basis at
rates calculated to allocate the costs or
valuation of an item of property, plant and
equipment, less any estimated residual
value, over its estimated useful life.
Typically, the estimated useful lives of
different classes of property plant and
equipment are as follows:
Estimated useful life
Generation assets

10-50 years

Improvements

10-50 years

Other freehold buildings

10-50 years

Other plant and equipment
Leased plant

3-15 years
20 years

Freehold land is not depreciated.

The assets’ residual values and useful
lives are reviewed, and adjusted if

appropriate, at each balance sheet date.
An asset’s carrying amount is written
down immediately to its recoverable
amount if the asset’s carrying amount is
greater than its estimated recoverable
amount (note 2(g) ).
Gains and losses on disposals are
determined by comparing proceeds with
carrying amount. These are included in
the income statement. When revalued
assets are sold, it is Group policy to
transfer the amounts included in other
reserves in respect of those assets to
retained earnings.
(p) Intangible assets

(i) Goodwill
Goodwill represents the excess of the cost
of an acquisition over the fair value of the
Group’s share of the net identifiable assets
of the acquired subsidiary/associate
at the date of acquisition. Goodwill on
acquisitions of subsidiaries is included
in intangible assets. Goodwill acquired in
business combinations is not amortised.
Instead, goodwill is tested for impairment
annually, or more frequently if events or
changes in circumstances indicate that it
might be impaired, and is carried at cost
less accumulated impairment losses.
Impairment losses on goodwill are not
reversed. Gains and losses on the disposal
of an entity include the carrying amount of
goodwill relating to the entity sold.
Goodwill arising on acquisitions before
the date of transition to NZ IFRS has been
retained at the previous NZ GAAP amounts
subject to being tested for impairment
at that date. Goodwill is allocated to
cash-generating units for the purpose of
impairment testing.
(ii) Research and development
Expenditure on research activities,
undertaken with the prospect of obtaining
new scientific or technical knowledge
and understanding, is recognised in the
income statement as an expense when it
is incurred.
The cost of an internally generated
intangible asset represents expenditure
incurred in the development phase of the
asset only. The development phase occurs
after the following can be demonstrated:
technical feasibility; ability to complete
the asset; intention and ability to sell

or use; and development expenditure
can be reliably measured. Expenditure
incurred on research of an internally
generated intangible asset is expensed
when it is incurred. Where the research
phase cannot be distinguished from the
development phase, the expenditure is
expensed when it is incurred.
Other development expenditure is
recognised in the income statement
as an expense as incurred. Capitalised
development expenditure is stated at
cost less accumulated amortisation.
Amortisation is calculated using the
straight-line method to allocate the cost
over the period of the expected benefit.
(iii) Computer software
Acquired computer software licences
are capitalised on the basis of the costs
incurred to acquire and bring to use
the specific software. These costs are
amortised over their estimated useful
lives (four years).
Costs associated with developing or
maintaining computer software programs
are recognised as an expense as incurred.
Costs that are directly associated with
the production of identifiable and unique
software products controlled by the Group,
and that will probably generate economic
benefits exceeding costs beyond one year,
are recognised as intangible assets. Direct
costs include the software development
employee costs and an appropriate portion
of relevant overheads.
Computer software development costs
recognised as assets are amortised over
their estimated useful lives (not exceeding
four years).
(iv) Other intangible assets
Assets with indefinite useful lives are not
amortised, but are tested at least annually
for impairment. Where there is an active
market for an intangible asset, the asset is
recorded at a revalued amount, being fair
value less any subsequent accumulated
depreciation and subsequent accumulated
impairment losses. Revaluations are done
for each intangible asset, not for a class
of asset.
Intangible assets with finite lives are
reviewed at least annually to determine
if there is any indication of impairment.
An intangible asset with an indefinite
life is tested for impairment annually.
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Where an intangible asset’s recoverable
amount is less than its carrying amount, it
will be reported at its recoverable amount
and an impairment loss will be recognised.
Losses resulting from impairment are
reported in the income statement, unless
the asset is carried at a revalued amount,
in which case the impairment loss is
treated as a revaluation decrease.
Realised gains and losses arising
from disposal of intangible assets are
recognised in the income statement in the
period in which the transaction occurs.
Unrealised gains and losses arising from
changes in the value of intangible assets
are recognised as at balance date. To the
extent that a gain reverses a loss previously
charged to the income statement, the
gain is credited to the income statement.
Otherwise, gains are credited to an asset
revaluation reserve for that asset. To the
extent that there is a balance in the asset
revaluation reserve for the intangible asset,
a revaluation loss is debited to the reserve.
Otherwise, losses are reported in the
income statement.
(q) Trade and other payables
These amounts represent liabilities for
goods and services provided to the Group
prior to the end of the financial period
which are unpaid. The amounts are
unsecured and are usually paid within
30 days of recognition. Trade payables are
initially measured at fair value, and are
subsequently measured at amortised cost,
using the effective interest rate method.
(r) Borrowings
Borrowings are initially recognised at fair
value, net of transaction costs incurred.
Borrowings are subsequently measured
at amortised cost. Any difference between
the proceeds (net of transaction costs)
and the redemption amount is recognised
in the income statement over the period
of the borrowings using the effective
interest method.
Borrowings are classified as current
liabilities unless the Group has an
unconditional right to defer settlement of
the liability for at least 12 months after the
balance sheet date.
(s) Borrowing costs
Financing costs on capital work in
progress and other qualifying assets
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that take a substantial period of time
to construct or prepare for use or sale
are capitalised during the construction
period. Investment income earned on
the temporary investment of specific
borrowings pending their expenditure on
qualifying assets is deducted from the
borrowing costs eligible for capitalisation.
Costs cease to be capitalised as soon as
the asset is available for productive use.
Depreciation of these assets on the same
basis as other assets commences when the
assets are ready for their intended use.
The capitalisation rate used to determine
the amount of borrowing costs to be
capitalised is the weighted average
interest rate applicable to the Group’s
outstanding borrowings during the period.
All other borrowing costs are recognised
in profit or loss in the period in which they
are incurred.
(i) Interest expense
Interest expense is accrued using the
effective interest rate method. The
effective interest rate exactly discounts
estimated future cash payments through
the expected life of the financial liability
to that liability’s net carrying amount.
The method applies this rate to the
principal outstanding to determine
interest expense each period.
(t)	Provisions
Provisions for legal claims and service
warranties are recognised when: the
Group has a present legal or constructive
obligation as a result of past events; it
is more likely than not that an outflow
of resources will be required to settle
the obligation; and the amount has been
reliably estimated. Provisions are not
recognised for future operating losses.
Where there are a number of similar
obligations, the likelihood that an
outflow will be required in settlement
is determined by considering the class
of obligations as a whole. A provision
is recognised even if the likelihood of
an outflow with respect to any one item
included in the same class of obligations
may be small.
Liabilities and provisions to be settled
beyond 12 months are recorded at their
present value. Provisions are reassessed
at each balance date. Changes in the

present value of cash flow estimates are
recognised in the income statement. The
provisions are reduced by expenditure
incurred relating to the provision.
(i) Provision for mitigation costs
A provision for mitigation costs is
recognised when the Group has a legal or
constructive obligation. The provision is
based on contractual commitments over
the shorter of the contract period or the
life of the resource consent.
(ii) Provision for rehabilitation
A provision for rehabilitation is recognised
when the Group has a legal obligation
or has publicly announced its intended
rehabilitation policy for a particular site.
The provision is based on an independent
engineering report as to the appropriate
action to rehabilitate each site. The
provision is stated at the present value of
the future net cash outflows expected to
be incurred.
(u)	Employee benefits

(i)	Wages and salaries, annual leave and
sick leave
Liabilities for wages and salaries,
including non‑monetary benefits, annual
leave and accumulating sick leave,
expected to be settled within 12 months of
the reporting date are recognised in other
payables in respect of employees’ services
up to the reporting date and are measured
at the amounts expected to be paid when
the liabilities are settled. Liabilities
for non‑accumulating sick leave are
recognised when the leave is taken and
measured at the rates paid or payable.
(ii) Long-service leave
The liability for long-service leave is
recognised in the provision for employee
benefits and measured as the present
value of expected future payments to
be made in respect of services provided
by employees up to the reporting date
using the projected unit credit method.
Consideration is given to expected future
wage and salary levels, experience of
employee departures and periods of
service. Expected future payments are
discounted using current market interest
rates for instruments of periods matching
as closely as possible to the expected
timing of the payments.

(iii) Retirement benefit obligations
Current and former employees of
the Group are entitled to benefits on
retirement, disability or death from
participation in the Group’s superannuation
schemes. There are both defined benefit
and defined contribution schemes. The
defined benefit scheme is part of the
Government Superannuation Fund and
as part of this scheme the Company has
no legal or constructive obligation to pay
further contributions if the fund does not
hold sufficient assets to pay all employee
benefits relating to employee service in
the current and prior periods. Any shortfall
in the cost of entitlements is met by a
top-up from the Government each year. As
such, all schemes have been accounted
for as defined contribution schemes.
Contributions are recognised as an
expense as they become payable. Prepaid
contributions are recognised as an asset to
the extent that a cash refund or a reduction
in the future payments is available.
(iv) Termination benefits
Termination benefits are payable when
employment is terminated before the
normal retirement date, or whenever an
employee accepts voluntary redundancy
in exchange for these benefits. The Group
recognises termination benefits when
it is demonstrably committed to either:
terminating the employment of current
employees according to a detailed formal
plan without possibility of withdrawal; or
providing termination benefits as a result
of an offer made to encourage voluntary
redundancy. Termination benefits settled
within 12 months are reported at the
amount expected to be paid, otherwise
they are reported as the present value of
the estimated future cash outflows.
The Group recognises a liability and an
expense for bonuses and recognises a
provision where contractually obliged or
where there is a past practice that has
created a constructive obligation.
(v) Contributed equity
Ordinary shares are classified as equity.
(w) Dividends
Provision is made for the amount of any
dividend declared on or before the end of
the financial period but not distributed at
balance date.

(x)	Exploration and evaluation
expenditure
Exploration costs, including geological and
geophysical costs and costs of carrying
unproved properties, are included in the
income statement. Exploratory drilling
costs are capitalised initially; however,
if it is found that an exploratory well did
not find proved reserves, such capitalised
costs are charged to the income
statement, as dry-hole costs at that time.
The exploratory drilling costs of
successful efforts are amortised over
the estimated life of the field based on
the unit of production depletion method,
commencing from the first year of
commercial production from that field.
Exploration expenditure is reviewed
annually for impairment. Any impairment
in value is taken to the income statement.
(y) Mining licences
The acquisition costs of a mining licence
are capitalised as intangible assets. The
licence costs of successful efforts are
amortised over the estimated life of the
field based on the unit of production
depletion method, commencing from the
first year of commercial production from
that field.
Licence costs are reviewed annually for
impairment. Any impairment in value is
taken to the income statement.
(z) Resource consents
Costs incurred in obtaining resource
consents are capitalised and recognised
as part of the cost of property, plant and
equipment. These costs are amortised
over the life of the consent on a straightline basis beginning from the date that
the resource is granted.
(aa) Financial liabilities
Financial liabilities held for trading and
financial liabilities designated at fair value
through profit or loss are recorded at fair
value with any realised and unrealised
gains or losses recognised in the income
statement. A financial liability is classified
in this category if acquired principally
for the purpose of selling in the short
term, or if so designated by management,
to eliminate or reduce accounting
mismatches. It is part of financial assets
and financial liabilities managed at fair
value. Gains or losses reported in the

income statement include any interest
component. Transaction costs are
expensed as they are incurred.
Other financial liabilities are recognised
initially at fair value less transaction costs
and subsequently measured at amortised
cost using the effective interest rate
method (refer interest expense policy).
Financial liabilities entered into with
a duration of less than 12 months are
recognised at their nominal value. All
other financial liabilities are carried at
amortised cost. Amortisation and, in the
case of monetary items, foreign exchange
gains and losses are recognised in the
income statement as is any gain or loss
when the liability is de-recognised.
(ab) Related parties
The ultimate shareholder of the Company
is the Crown. The Group undertakes many
transactions with state-owned enterprises
and government departments, carried out
on an arm’s-length basis. All members
of the group are considered to be related
parties of Genesis Power Limited.
Related parties also include the key
management personnel of the Company.
The key management personnel are
deemed to be the Directors and Executive
Management team for the purpose of related
party disclosure.
(ac) Contingent assets and
liabilities
Contingent assets and liabilities are
recorded in the notes to the financial
statements at the point at which the
contingency is evident. Contingent assets
are disclosed if it is probable that the
benefits will be realised. Contingent
liabilities are disclosed if the possibility
that they will crystallise is not remote.
(ad) Statement of cash flows
The following are the definitions of the
terms used in the Statement of Cash Flows:
- cash is considered to be cash on hand
and current accounts in banks, net of
bank overdrafts;
- investing activities are those activities
relating to the acquisition, holding
and disposal of fixed assets and of
investments;
- financing activities are those activities
that result in changes in the size and
composition of the capital structure
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3. Seasonality
The retail sale of energy is subject to
seasonal fluctuations, with peak demand
in the first half of each financial year.
This is due to higher demand for energy in
colder weather. For the six-month period
ended 31 December 2007, the level of retail
energy revenue represented 55 per cent
(31 December 2006: 59 per cent) of the
annual level of retail energy revenue for the
year ended 30 June 2007 (30 June 2006).
4. Critical accounting estimates
and judgements
The Group’s critical accounting policies
and estimates in these financial
statements are as follows:
(i) Goodwill
The carrying value of goodwill is subject
to an annual impairment test to ensure
the carrying value does not exceed the
recoverable amount at balance date.
For the purpose of impairment testing,
goodwill is allocated to individual cashgenerating units to which it relates. Any
impairment losses are recognised in the
Income Statement.
In determining the recoverable amount
of goodwill, the Group uses a valuation
model to calculate the present value of
expected future cash flows of the cashgenerating units, discounted at the Group’s
weighted average cost of capital. The major
inputs and assumptions that are used
in the model that require management
judgement include sales forecasts, interest
rates, depreciation rates, discount rates
and the future price path.
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(iii) Development expenditure
The carrying value of development
expenditure is subject to a review annually
for impairment to ensure that the carrying
value does not exceed the recoverable
amount at balance date.
In determining the recoverable amount
of development assets, the Group uses a
valuation model to calculate the present
value of expected future cash flows of
the proven reserves, discounted at the
Group’s weighted average cost of capital.
The major inputs and assumptions that
are used in the model which require
management judgement include the life of
the field, units of production and reserves,
future commodity prices and costs of
extraction and production.
(iv) Generation plant and equipment
The Group’s generation plant and
equipment is stated at fair value as
determined by the Directors in conjunction
with an independent valuer. The basis of
the valuation is the net present value of the
future earnings of the assets, excluding

any reduction for costs associated
with restoration and environmental
rehabilitation. The major inputs and
assumptions that are used in the valuation
model which require management
judgement include sales volume forecasts,
projected operational and capital
expenditure profiles, capacity and life
assumptions for each generation plant.
(v) Retail revenue
Management has exercised judgement
in determining estimated retail sales
for unread gas and electricity meters at
balance date. Specifically this involves an
estimate of consumption for each unread
meter, based on the customer’s past
consumption history.
(vi) Restoration and environmental
rehabilitation
Liabilities are estimated for the
abandonment and site restoration of
areas from which natural resources
are extracted or waste materials are
deposited. Such estimates are valued
at the present value of the expenditures
expected to settle the obligation. Key
assumptions have been made as to the
expected expenditures to remediate
based on the expected life of the assets
employed on the sites. The expected
expenditures have been discounted at the
Group’s weighted average cost of capital.
(vii) Financial instruments
Note 8 contains information about
the assumptions and the risk factors
relating to financial instruments and
their valuation, including electricity price
hedges which are valued with reference
to the Group’s financial model for future
electricity prices. Accounting judgements
have been made in determining the hedge
designation for the different types of
derivatives utilised by the Group to hedge
risk exposures.

5. OTHER GAINS/LOSSES

(4)

(2,391)

(2,716)

2,238

(3,904)

$000s

Net gain/(loss) on disposal of property, plant and equipment
Net ineffective gains/(losses) on cash flow hedges

(1,304)

Net gain on consolidation of joint venture

-

Net realised foreign exchange (losses)

6.	FINANCE COSTS

Group Unaudited
12 Months Ended
30 June 2007

(ii) Exploration and evaluation
expenditure
The carrying value of exploration and
evaluation expenditure is subject to a
review annually for impairment to ensure
that the carrying value does not exceed
the recoverable amount at balance date.
In determining the recoverable amount
of exploration and evaluation assets, the
Group uses a valuation model to calculate
the present value of expected future cash
flows of the proven reserves, discounted
at the Group’s weighted average
cost of capital. The major inputs and
assumptions that are used in the model
which require management judgement
include the potential life of the field,
units of production and reserves, future
commodity prices and costs of extraction
and production.

Group Unaudited
6 Months Ended
31 December 2006

of the Group. This includes both
equity and debt not falling within the
definition of cash; and
- operating activities include all
transactions and other events that are
not investing or financing activities.

Group Unaudited
6 Months Ended
31 December 2007
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843

(3,607)

(557)

(4,915)

133

836
(377)
(6,161)

$000s

Interest paid
Other finance charges
Time value of money adjustments on provisions

Interest paid and other finance charges capitalised to assets

18,081

12,766

25,590

1,136

1,549

2,940

211

335

626

19,428

14,650

29,156

(5,287)

(11,828)

(24,904)

14,141

2,822

4,252

Current tax

16,859

30,767

31,734

Deferred tax

(2,249)

7,947

7. INCOME TAX EXPENSE

Change in corporate tax rate

$000s

78

Under/(over) provided in prior periods

(3,185)

Income tax expense
Weighted average tax rate

-

7,834
(11,461)

-

307

11,503

38,714

28,414

26.8%

35.3%

24.1%

The corporate tax rate changed from 33% to 30% effective 1 July 2008. Consequently the deferred tax liability at 30 June 2007 has been recalculated to reflect the portion
that is likely to be realised at the new rate.
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Current assets
Interest rate swap contracts

Cash flow hedge

2,148

1,605

3,211

Foreign exchange contracts

Cash flow hedge

251

52

-

Energy hedges

Cash flow hedge

2,903

445

1,310

5,302

2,102

4,521

Total current derivative financial instrument assets
Non‑current assets

(c) Market risk

(i) Foreign exchange risk
The Group is exposed to foreign currency
risk as a result of transactions denominated
in a currency other than the Group’s
functional currency, (NZD). The Group uses
foreign exchange contracts to manage
foreign exchange risk arising from future

(ii) Price risk
The Group is exposed to commodity price
risk primarily from electricity and oil prices.
To manage its commodity price risk in
respect of electricity, the Group utilises
electricity swaps and options to hedge
against electricity spot price exposure. To
manage its commodity price risk in respect
of oil sales, the Group utilises oil price
options which provides a minimum price for
future oil sales.
(d) Credit risk
Credit risk refers to the risk that a
counterparty will default on its contractual
obligations, resulting in financial loss to
the Group. The Group is exposed to credit
risk in the normal course of business
arising from trade receivables, finance
leases where the Group is lessor, and with
financial institutions.
The Group has adopted a policy of dealing
only with creditworthy counterparties and
obtaining collateral, where appropriate, as a

Interest rate swap contracts

Cash flow hedge

3,597

755

2,682

Foreign exchange contracts

Cash flow hedge

620

-

-

Energy hedges

Cash flow hedge

673

6,067

3,024

Oil options

Cash flow hedge

1,602

5,619

4,137

9.	Deferred tax liabilities

6,492

12,441

9,843

11,794

14,543

14,364

(a) The composition of deferred tax balances
Deferred tax assets and liabilities are offset on the face of
the balance sheet where it is likely they will be settled on
a net basis. The net deferred tax liability comprises solely
of temporary differences.

Total non‑current derivative financial instrument assets
Total derivative financial instrument assets
Current liabilities
Interest rate swap contracts

Cash flow hedge

Foreign exchange contracts

Cash flow hedge

Energy hedges

Cash flow hedge

Total current derivative financial instrument liabilities

(17,667)

(79)
(13,883)

(23,445)

(3,068)

1,917

(2,235)

(20,735)

(12,045)

(25,680)

(b) The deferred tax liability is comprised of:

(e) Liquidity risk
The Group’s ability to readily attract costeffective funding is largely driven by its
credit standing.
Prudent liquidity risk management implies
maintaining sufficient cash and marketable
securities, the availability of funding
through an adequate amount of committed
credit facilities and the spreading of debt
maturities. Liquidity risk is monitored by
continuously forecasting cash flows and
matching the maturity profiles of financial
assets and liabilities.
(f) Cash flow and fair value interest
rate risk
The Group is exposed to interest rate risk as
it borrows funds at floating interest rates.
The risk is managed through the use of
interest rate swap contracts.

Group Unaudited
12 Months Ended
30 June 2007

Group Unaudited
12 Months Ended
30 June 2007

$000s

means of mitigating the risk of financial loss
from defaults. The Group’s exposure and
the credit ratings of its counterparties are
continuously monitored, and the aggregate
value of transactions concluded are spread
amongst approved counterparties.

commercial transactions and recognised
assets and liabilities.

Group Unaudited
6 Months Ended
31 December 2006

Hedge Accounting
Designation

Group Unaudited
6 Months Ended
31 December 2006

Group Unaudited
6 Months Ended
31 December 2007

(a)	Fair value of Financial instruments
The fair values of the significant types of financial instruments
outstanding as at balance date, together with the designation of
their hedging relationship, are summarised below:

(b)	Financial risk management
objectives
In the normal course of business, the
Group is exposed to a variety of financial
risks: market risk (including currency
risk, fair value interest rate risk and
price risk), credit risk; liquidity risk; and
cash flow interest rate risk. The Group’s
overall risk management programme
focuses on the unpredictability of
financial markets and seeks to minimise
potential adverse effects on the financial
performance of the Group. The Group uses
financial instruments to hedge these risk
exposures. The overall risk management
is governed by written policies approved
by the Board.

Group Unaudited
6 Months Ended
31 December 2007

8.	Financial instruments

190,836

213,750

190,935

1,102

5,304

$000s

Non‑current liabilities
Interest rate swap contracts

Cash flow hedge

-

(317)

-

Property, plant and equipment

Foreign exchange contracts

Cash flow hedge

(2,631)

(9,168)

(5,131)

Trade and other receivables

Energy hedges

Cash flow hedge

(2,478)

(5,812)

(3,723)

Inventories
Exploration, evaluation and other intangibles

Total non‑current derivative financial instrument liabilities
Total derivative financial instrument liabilities
Total net financial instruments

(5,109)

(15,297)

(8,854)

(25,844)

(27,342)

(34,534)

(14,050)

(12,799)

(20,170)

Employee entitlements

(1,019)
17,604

(927)
19,303

(928)

(888)

(967)

Provisions

(2,458)

(2,708)

(2,489)

Finance lease liabilities

(1,078)

(881)

(926)

Financial instruments

(6,571)

(4,224)

(8,829)

(276)

(342)

(256)

Other
Total liability
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(927)
21,271

(428)

200,971

226,596

195,416
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Group Unaudited
12 Months Ended
30 June 2007

Other commitments

11. Contingencies
The Group had contingent liabilities at
31 December 2007 in respect of:

9,600
-

14,900

-

9,600

costs or liabilities crystallise. There can be
no assurances that such litigation or costs
will not have a material adverse effect on
Genesis Power Limited’s business, financial
condition or results of operations.
(b)	Financial guarantees
Genesis Power Limited (the Parent)
issued financial guarantees to the alliance
contractor and other agents of the Kupe
joint venture for the full and faithful
performance of its subsidiaries in their
capacities as joint venture partners, to the
extent of their several liabilities under the
development agreement.
These guarantees may give rise to liabilities
in the parent entity if the subsidiaries do not
meet their obligations under the terms of
the development agreement.
There are no other known material
contingent assets or liabilities (2006: Nil).

Group Unaudited
6 Months Ended
31 December 2007

(a) Land Claims, Lawsuits and
other claims
Genesis Power Limited acquired interests
in land and leases from the Electricity
Corporation of New Zealand (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. Genesis Power Limited would
expect to negotiate with the new Maori
owners for occupancy and usage rights of
any sites resumed by the Crown. Certain
claims have been brought to or are pending
against Genesis Power Limited, ECNZ and
the Crown under the Treaty of Waitangi Act
1975. Some of these claims may affect land
and leases purchased by the Company or

its subsidiaries from ECNZ. In the event
that land is resumed by the Crown, there
is provision for compensation to Genesis
Power Limited.
Carter Holt Harvey Limited commenced
proceedings in May 2001 in the High Court
against Genesis Power Limited as first
defendant and Rolls Royce New Zealand
Limited as second defendant in connection
with a cogeneration agreement between
ECNZ and Carter Holt Harvey signed in
1995. Carter Holt Harvey alleges failure to
deliver in accordance with the agreement,
and also alleges defects in the Kinleith
Cogeneration plant and seeks damages.
The Board of Directors cannot reasonably
estimate the adverse effect (if any) on
Genesis Power Limited if any of the
foregoing claims are ultimately resolved
against Genesis Power Limited’s interest,
or any contingent or currently unknown

-

12. COMMITMENTS

(ii) Coal transportation commitment
The Company has contracted an
independent third party to provide coal
transportation facilities from the Port
of Tauranga to the Rotowaro rail receipt
facility for a fixed annual charge of $1.0
million per annum, plus a per tonne freight
cost for coal transported. The contract
extends out 12 years to 26 December 2019,

Total capital and investment commitments

40,342

77,406

21,320

Total operating lease commitments

75,487

36,759

79,059

The operating leases are of a rental nature and are on normal commercial terms and conditions. The majority of the lease commitments are
for building accommodation for the Retail and Corporate sites, and land for the Generation sites. The remainder relates to vehicles, plant and
equipment.
Lease commitments are stated exclusive of GST.
Finance lease liability commitments are already reported within the balance sheet.

No significant events took place after
balance sheet date.

15 Explanation of transition to New Zealand equivalents to IFRSs

An explanation of how the transition from previous GAAP
(superseded policies) to NZ IFRS has affected the Group balance
sheet, income statement and cash flow statement is set out in
the tables below and the accompanying notes.

355,503

1,453,228

588,287

2,041,515

7,329

13,081

20,410

(a)

(2,157)

(2,157)

26,536

24,379

(b) (d)

(85,618)

(200,464)

200,464

-

(e)

-

-

-

(f)

-

-

-

(g)

1,097,725

-

Derivative financial instruments

-

7,385

(56)

Finance leases

-

-

At the date of transition to NZ IFRS: 1 July 2006

$000s

Total reported under previous GAAP

Deferred tax
Asset revaluation
Balance sheet reset
Other
Total reported under NZ IFRS
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14. Events occurring after the
balance sheet date

The Group changed their accounting policies on 1 July 2007 to comply with NZ IFRS.
The transition to NZ IFRS is accounted for in accordance with NZ IFRS-1 “First-time
adoption of New Zealand Equivalents to International Financial Reporting Standards”,
with 1 July 2006 as the date of transition.

BALANCE SHEET

$000s

(iv) Joint venture commitments
The Kupe joint venture partners committed
to proceed with the development of the
Kupe field on 29 June 2006. Under the
arrangement, development costs are
shared in proportion to the respective
interest held. As a joint venture participant,
the Group has ongoing commitments
of $163.0 million (30 June 2007: $216.4
million) in order to develop the Kupe field.
As a Cardiff joint venture participant, the
Group has ongoing commitments of $1.0
million (30 June 2007: $1.6 million) in
order to maintain the Cardiff permit, as
part of their normal operations.

notes

TOTAL ORDINARY DIVIDENDS PAID

14,900

Total Assets

28 September 2007

Total Liabilities

19 April 2007

2007 Year final dividend

The Group requires resource consents
(authorisations to use land, water and air)
obtained under the Resource Management
Act 1991, to enable it to operate its thermal,
hydro, and wind power stations. The
duration of resource consents varies up
to a maximum of 35 years. The current
resource consents within which the Group’s
power stations operate are due for renewal
at varying times. The renewal dates are
fixed by the expiry date of the consent, or,
in the case of resource consents granted
under earlier legislation where there is no
expiry date, by the date set by the Resource
Management Act 1991.

(iii) Coal receipt facility commitment
The Company has committed to a fixed
annual rental and service fee of $1.7
million charged over the life of the contract
for coal receipt facilities. The contract
extends out seven years to 30 June 2014.

Total Equity

2007 Year interim dividend

Group Unaudited
12 Months Ended
30 June 2007

Dividend Payment
Date

Group Unaudited
6 Months Ended
31 December 2006

Dividends paid during the period:

13. Resource consents

with a right of renewal for a further three
five-year terms.

Retained
Earnings

The company paid the following fully imputed
dividend during the period:

(i) Fuel commitments
The Company has contracted to purchase
coal and gas supplies for thermal
generation and retail gas sales. The
contracts are for varying periods, annual
quantities and prices. The coal contracts
include a supply of approximately 197.1
petajoules (PJ) (30 June 2007: 228.2 PJ) of
coal with one major contract extending out
to 30 June 2014. The firm gas contracts
amount to approximately 373.6 PJ (30
June 2007: 345.7 PJ) with two contracts
extending out 15 years from 2009.

Cash Flow
Hedge Reserve

$000s

Share Capital
& Reserves

10. Ordinary Dividends

Group Unaudited
6 Months Ended
31 December 2006

Group Unaudited
6 Months Ended
31 December 2007

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(112,409)
9,971
(226,500)

(2,437)
-

(9,971)
226,500

-

-

-

-

768,787

4,948

484,201

1,257,936

(481)
827,887

(481)
2,085,823
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Total Liabilities

Total Assets

415,614

1,513,339

542,164

2,055,503

notes

Total Equity

(3,170)

(3,170)

24,167

20,997

7,412

(70,084)

(164,854)

164,854

16,818

16,818

-

-

Foreign exchange

-

-

(627)

Asset revaluation

9,971

-

(9,971)

Balance sheet reset

(226,500)

Other

-

Total reported under NZ IFRS

778,991

(627)

(b), (d)

Finance leases

-

-

(e)

Deferred tax

16,818

(c)

Goodwill amortisation

-

2,235

(19,944)

27,342

7,398

-

(2,671)

(2,671)

25,352

22,681

7,319

(84,900)

(189,990)

189,990

-

(e)

-

8,409

(c)

-

8,409

Foreign exchange

-

-

(30)

-

(f)

Asset revaluation

9,971

-

(9,971)

-

-

(g)

Balance sheet reset

-

-

-

-

564,045

1,325,742

(916)
899,713

(1,353)

(112,409)

(22,179)

-

226,500

(17,294)

-

-

-

(726)

1,097,725

Derivative financial instruments

(916)

Other

2,225,455

106,631

61,285

INCOME STATEMENT

(2,553)
900

Deferred tax
Goodwill amortisation

Other (including reclassifications)

Previous
GAAP

Derivative financial instruments

(1,012)

(b), (d)

Finance leases
Deferred tax
Goodwill amortisation

-

15,535

16,818

16,818

(c)

(627)

Total reported under NZ IFRS

(2,553)

(a)

(e)

( 627)

947

4

122,116

89,450

Effect of Transition
to NZ IFRS

Foreign exchange

Net cash (outflow) to investing activities

(187,159)

Net cash inflow from financing activities

88,185

4,232
847
(5,080)

104,449

-

(f)

-

-

-

(g)

2,550

2,413

783,248

2,092,224

(137)
1,308,976

(i), (j)

Net cash inflow from operating activities

100,409

60,111

2,291

2,291

464

(649)

(a)
(b), (d)

-

719

(e)

8,409

8,409

(c)

(30)

Other (including reclassifications)

(30)

847

3

112,390

70,854

$000s
105,684

(6,765)

98,919

(i), (j),
(k)

(186,312)
83,105

555,049

-

Total reported under NZ IFRS

CASH FLOW STATEMENT
100,217

(14,860)

(137)

(4,180)

-

Foreign exchange

$000s

Net cash inflow from operating activities

-

226,500

(4,150)

(b), (d)

$000s

notes

Finance leases

768,787

-

(30)

Total reported under previous GAAP

NZ IFRS

Derivative financial instruments

-

Total reported under NZ IFRS

$000s

Total reported under previous GAAP

(226,500)

8,409

(a)

notes

-

Total reported under previous GAAP
(a)

notes

7,219

Profit for the
Period

-

34,534

NZ IFRS

Goodwill amortisation

2,182,690

(27,315)

EBIT

(102,182)

1,504,890

Previous
GAAP

Deferred tax

677,800

(2,609)

notes

-

407,188

Profit for the
Period

Finance leases

(24,706)

EBIT

1,097,702

$000s

Effect of Transition
to NZ IFRS

BALANCE SHEET

-
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Retained
Earnings

$000s

Total reported under previous GAAP

CASH FLOW STATEMENT

-

At the end of the comparative period reported under previous
NZ GAAP: 31 December 2006

Derivative financial instruments

INCOME STATEMENT

Cash Flow
Hedge Reserve

At the end of the last reporting period under previous
NZ GAAP: 30 June 2007
BALANCE SHEET

Share Capital
& Reserves

notes

Total Assets

Total Liabilities

Total Equity

Retained
Earnings

Cash Flow
Hedge Reserve

Share Capital
& Reserves

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(j)

Net cash (outflow) to investing activities

(74,823)

9,519

(65,304)

(k)

Net cash (outflow) to financing activities

(1,600)

(1,536)

(3,136)

(j)
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(a)	Derivative financial instruments
All derivative financial instruments,
comprising electricity contracts for
differences, foreign exchange contracts,
interest rate swaps and oil options, have
been recorded in the balance sheet at
fair value.
Under previous GAAP, these instruments
were off-balance-sheet, unless a premium
was paid, in which case they were recorded
at cost less accumulated amortisation.
(b)	Property, plant and equipment
The Group has elected to continue
measuring property, plant and equipment
at cost (less accumulated depreciation and
impairment losses) except for generation
assets, which are stated at fair value (less
accumulated depreciation and impairment
losses) as determined on transition to
NZ IFRS and supported by independent
valuations at least every five years.
Included in property, plant and equipment
are generation assets of $24.4 million
which are subject to a finance lease.
Under previous GAAP, this equipment
was considered to be under an operating
lease arrangement.
Software, previously classified as an item
of property, plant and equipment has
been reclassified as an intangible asset
under NZ IFRS.
(c) Intangibles assets
The Group has elected not to restate
business combinations that occurred
prior to the date of transition to NZ IFRS,
and accordingly, the carrying amount of
goodwill at the date of transition has
not changed.
Under previous GAAP goodwill was
amortised on the straight-line basis over
the period during which the benefits were
expected to be received, up to a maximum
of 20 years. Goodwill is not amortised
under NZ IFRS from the date of transition.
The effect of the change is an increase in
the carrying amount of goodwill.
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Software, previously classified as an
item of property, plant and equipment
has been reclassified as an intangible
asset under NZ IFRS. As a result of this,
depletion charges relating to software
have been reclassified from depreciation to
amortisation expense.
There is no tax effect arising from these
adjustments.
(d) Borrowings
On transition to NZ IFRS, a finance lease
payable of $26.5 million was raised for
generation plant. Under previous GAAP
this plant was considered to be under an
operating lease arrangement. This resulted
in additional depreciation expense and
additional finance costs; however, this was
partially offset by a reduction in operating
lease charges.
(e)	Deferred tax liabilities
On transition to NZ IFRS, the balance
sheet method of tax effect accounting
was adopted, as opposed to the liability
method applied under previous GAAP.
In accordance with the balance sheet
approach under NZ IAS 12 - Income Taxes,
income tax on the income statement for
the period comprises current and deferred
taxes. Income tax is recognised in the
income statement except to the extent
that it relates to items recognised directly
in equity.
Deferred tax has been provided using
the balance sheet method of providing
for temporary differences between the
carrying amount of assets and liabilities for
accounting and tax purposes. A deferred
tax asset or liability has been recognised
under NZ IFRS for all temporary
differences other than those arising from:
- the initial recognition of goodwill;
- the initial recognition of assets or
liabilities which are not part of a
business combination and at the time
of the transaction, affected neither
accounting or taxable profit; and

- undistributed profits from investments
in subsidiaries and joint ventures, where
the group is able to control the timing
of the reversal of the difference and it is
probable that the reversal will not occur
in the foreseeable future.
Deferred tax assets and liabilities are
measured at the tax rates expected to apply
to the period when the asset is realised or
liability is settled, based on tax rates that
have been enacted or substantially enacted
by the balance sheet date. At the date of
transition, the tax rate was 33 per cent.
The impact on the Group on transition,
of the change in basis and the transitional
adjustments, on the deferred tax balances
is an increase in deferred tax liabilities
of $200.5 million, a decrease in asset
revaluation reserve of $112.4 million, a
decrease in the cash flow hedge reserve
of $2.5 million and an increase in retained
earnings of $85.6 million. The most
significant impact for the Group was
the recognition of a deferred taxation
liability in relation to the revaluation of
generation assets.
Subsequent to initial transition, a
substantially enacted change in tax
rate from 33 per cent to 30 per cent had
the effect of reducing the 30 June 2007
deferred tax liability by $20.9 million. Of
this, $11.5 million affected the income
statement and the remaining $9.4 million
affected equity.

not permitted to be offset in the asset
revaluation reserve against upward
revaluations of other assets within the
same asset class. Instead downward
revaluations are taken directly to the
income statement.
Upon transition to NZ IFRS at 1 July 2006
an amount of $10.0 million was reclassified
from the asset revaluation reserve to
retained earnings, representing cumulative
revaluations below cost for existing assets.
(g) Balance sheet reset reserve
Upon transition to NZ IFRS at 1 July
2006, an amount of $226.5 million was
reclassified from the balance sheet reset
reserve to retained earnings.
(h) Cash flow hedging reserve
The effective portion of the fair value of
derivatives that were designated and
qualified as cash flow hedges has been
recognised in equity in the cash flow
hedging reserve. Upon transition, the
cumulative gain or loss relating to the

ineffective portion of qualifying hedges, and
all other non-qualifying hedges, has been
recognised in retained earnings and, since
then, in the income statement.
(i) Goods AND serviceS tax
Under NZ IFRS, cash flow statements are
required to disclose gross cash receipts
and gross cash payments. Therefore, GST
receipts have been reported separately
from GST payments.
(j)	Finance lease liabilities
Certain leases classified as operating
leases under previous GAAP have been
reclassified as finance leases under
NZ IFRS. As such, cash outflows in respect
of these leases have been reclassified
under NZ IFRS from operating activities
to financing activities.
(k)	Purchased options
Under NZ IFRS, purchased options have
been treated as operating cash outflows
whereas under previous GAAP these cash
flows were treated as investing activities.

(f)	Asset revaluation reserve
Under previous GAAP, downward asset
revaluations, below cost, of individual
assets were offset in the asset revaluation
reserve against upward revaluations of
other assets within the same class.
When assets were disposed of, the balance
of the asset revaluation reserve was
transferred to retained earnings and did
not impact the gain or loss on disposal in
the income statement.
Under NZ IFRS, downward revaluations
below the cost of individual assets are
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INSIDE Cover-SPREAD image:
Light and Dark Image Pair: Australia
and Oceania. Image processed by
NASA and made from a combination
of AVHRR, NDVI, SeaWiFS, MODIS,
NCEP, DMSP and Sky2000 star
catalogue data. Source: Visible Earth
(http://visibleearth.nasa.gov/).
The editorial section of our Interim
Report has been printed on Novatech
paper. Novatech stock is manufactured
using Elemental Chlorine Free (ECF)
pulp sourced from sustainable,
well-managed forests.
The financial statements were printed
on Mohawk Options paper, which is
manufactured at a Forest Stewardship
Council certified mill using 100%
post-consumer waste.

BOARD OF DIRECTORS

EXECUTIVE MANAGEMENT TEAM

ADDRESS OF OFFICE

Chairman
Brian Corban, QSO

Chief Executive
Murray Jackson

Corporate Office
602 Great South Road
PO Box 17188
Greenlane

Directors

General Counsel and
Company Secretary
Maureen Shaddick

Telephone: 64 9 580 2094
Facsimile: 64 9 580 4894

Mike Williams (Deputy Chair)
Denis McNamara
Geraldine Baumann
Annabel Cotton
Ian Kusabs
Nicki Crauford
John Stace
Joanna Perry

GM Finance
Mark Anderson
GM Retail
Dean Carroll

SOLICITORS
Russell McVeagh
DESIGN

GM Corporate Affairs
Malcolm Alexander
GM Generation
Development
Richard Pearce
GM Corporate Services
Peggy Molyneux
GM Fuel Development
Allan Melhuish
GM Production
Bob Weir
GM Energy Online
Nic McCondach

Page 52

BANKER
Westpac

FOR FURTHER
INFORMATION EMAIL:
feedback@genesisenergy.co.nz

