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R i char    d  K ro  g h

Mr Krogh is the Chief Executive of Powerco Limited and is an Executive Director on the Powerco Board.  
Please refer to page 2 for Mr Krogh's biography. 

N i g el   B arbo    u r

Mr Barbour is General Manager Electricity and an Executive Director on the Powerco Board.  
Please refer to page 3 for his biography.

E la  n g a  E ka  n ayake 

Mr Ekanayake is Chief Financial Officer of Powerco Limited and an Executive Director of the Powerco Board. 
Please refer to page 2 for his biography.

R I C H A R D  K R O G H N i g el   B arbo    u r E la  n g a  E ka  n ayake 

Powerco Executive Profiles
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B la  n e  E v a n s - Parker      BSc(Hons), MBA Information Services Manager

Mr Evans-Parker is responsible for the management of Powerco’s Information Technology, Telecommunications 
and Business Programme Office. This includes managing the IT&T operation while also developing and 
implementing a company-wide information management strategy. 

Mr Evans-Parker studied Mathematical Sciences for his first degree and has worked in the United Kingdom for 
several high-tech companies such as BNFL, the Ministry of Defence and Digital Equipment Co. He then completed 
an MBA before emigrating to New Zealand in 1993.

In New Zealand, Mr Evans-Parker has worked for businesses, including Progressive Enterprises as Group 
Development Manager and Fletcher Challenge as Director of Technology. During this time he has managed several 
diverse business areas including IT, environment, health and safety, payroll, engineering, plant maintenance, shared 
services and major projects.

Note: Following an internal restructure Mr Evans-Parker is on secondment as Powerco’s Acting General Manager 
Gas. In his absence Marie Collins is Acting Information Services Manager.

Pa u l  Goo   d e v e

LLB, BCA, CA, Barrister and Solicitor of the High Court of New Zealand Regulatory and Business Manager

Mr Goodeve joined Powerco in 2004 and is the Regulatory and Business Manager. His portfolio includes electricity 
and gas industry regulation, corporate affairs, risk management, legal compliance and legal services. 

Prior to taking up the role of Regulatory and Business Manager Mr Goodeve was Powerco’s Pricing, Risk and 
Regulatory Manager. His professional training is in law and commerce.

B la  n e  E v a n s - Parker     Pa u l  Goo   d e v e
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Powerco Corporate Governance

C orporate        Go  v er  n a n ce   P ol  i c i es

The capitalised terms used in this section of the annual report have defined meanings that are explained at the end 
of this section.

Following the successful takeover offer for Powerco made by BBI Networks (NZ) in late 2004, Powerco is now 
a wholly owned subsidiary of BBI Networks (NZ) and a member of the Babcock & Brown Infrastructure Group. 
Accordingly, Powerco follows the corporate governance policies, practices and procedures adopted by its ultimate 
Parent Company, Babcock & Brown Infrastructure, including policies in relation to:

•	 Conflicts of interest;

• 	 Continuous disclosure;

• 	 Related party transactions;

• 	 Trading in Babcock & Brown Infrastructure stapled securities; and

• 	 External auditors.

For complete details of Babcock & Brown Infrastructure’s corporate governance statement and of the compliance 
of Babcock & Brown Infrastructure with the ASX Corporate Governance Council’s Principles of Good Corporate 
Governance and Best Practice Recommendations, please refer to Babcock & Brown Infrastructure’s most recent 
annual report (available from www.bbinfrastructure.com).

R ole    a n d  R espo    n s i b i l i t y  of   the    P owerco       B oar   d

Following the 2004 takeover, the Board is now appointed directly by BBIL. The role of the Board is to govern the 
Company within legal and ethical constraints and to supervise the management of the Company.

In carrying out its governance role, a key task of the Board is to drive the performance of the Company. It does this 
through establishing Powerco’s objectives and the major strategies for achieving these objectives, while meeting 
the key Babcock & Brown Infrastructure corporate governance policies, within which the business of the Company 
is conducted (including, for example, systems and processes for monitoring performance, compliance, disclosure, 
internal control and risk management).

P owerco       Glossar       y

This section sets out the meanings of a number of capitalised terms used in this section of the annual report.

ASX 	 means the Australian Stock Exchange Limited (ABN 98 008 624 691)

Babcock & Brown Infrastructure 	 means: (a) BBIL; and (b) BBI Trust of which BBIS is the trustee and 
licensed responsible entity 

BBIL 	 means Babcock & Brown Infrastructure Limited (ABN 61 100 364 234) 
(formerly Prime Infrastructure Management Limited)

BBI Networks (NZ) 	 means BBI Networks (New Zealand) Limited (formerly Prime Infrastructure 
Networks (New Zealand) Limited) 

Board 	 means the Board of Directors of Powerco 

Company 	 means Powerco Limited

Parent	 means BBI Networks (NZ) Limited

Powerco 	 means Powerco Limited



Financial Statements
for the twelve months ended 30 June 2008

The Company’s register of substantial security holders, prepared in accordance with section 25 of the Securities 
Markets Act 1988 recorded the following information as at the date of this Annual Report:

Name
Type of voting 

securities
Number of voting 

securities

BBI Networks (New Zealand) Limited Ordinary Shares 316,186,775 

As at the date of this Annual Report, the total number of issued voting securities was 316,186,775 ordinary shares.

Equity Security Holder Information
As at 1 August 2008:

Name Ordinary shares
Percentage of issued 

ordinary shares

BBI Networks (New Zealand) Limited 316,186,775 100%

Directors’ Equity Securities
The Directors of Powerco Limited held no relevant interests in Equity Securities in the Company as at 30 June 
2008.

Quoted Security Holder Spread
As at 1 August 2008:

Size of Holding Number of holders Holding quantity

Ordinary Shares

Over 100,000 1 316,186,775

Total 1 316,186,775

Guaranteed Bonds (issued 29 March 2004)

5000 up to 100,000 1192  28,771,000

100,000 and over 193 221,229,000

Total 1385 250,000,000

Subordinated Bonds (issued 15 April 2005)

5000 up to 100,000 1149  28,346,000

100,000 and over 123  71,654,000

Total 1272 100,000,000

Guaranteed Bonds (issued 28 September 2005)

5000 up to 100,000 250  7,071,000

100,000 and over 68 172,929,000

Total 318 180,000,000

Powerco Limited

Statutory Information
Substantial Security Holders
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Credit Rating
As at the date of this Annual Report, the Company has the following credit ratings:

Rating Agency Short term Long term

Standard & Poor’s A-2 BBB (stable)

NZX Waivers
No waivers have been granted to the Company by New Zealand Exchange Limited in the 12 months prior to  
31 July 2008.

Enforcement Action by NZX
No enforcement action has been taken by NZX during the 12 months ended 30 June 2008 under Listing Rule 5.4.2.

Companies Act 1993
In accordance with section 211(3) of the Companies Act 1993 (the Act), BBI Networks (New Zealand) Limited,  
as the Company’s sole shareholder, has resolved that the Company’s annual report for the 12 months ended  
30 June 2007 need not comply with sections 211(1)(a), 211(1)(e) to (j) and 211(2) of the Act and accordingly this 
Annual Report does not state the particulars required by those sections.

This Annual Report is dated 22 September 2008 and is signed on behalf of the Board by:

Richard Krogh					N     igel Barbour 
Director						      Director
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Powerco Limited

Group Income Statement
For the year ended 30 June 2008 

Notes

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Continuing Operations

Revenue 1 366,948 351,438 351,030 343,645 

Cost of sales (69,339) (73,881) (63,930) (68,067)

Gross profit 297,609 277,557 287,100 275,578 

Other income 1 227 211 151 2,319 

Other (losses)/gains 1 (14,209) 24,750 (14,209) 24,750 

Operating expenses 2 (40,445) (39,159) (40,445) (39,159)

Administration expenses 2 (36,081) (29,723) (26,282) (24,358)

Other expenses 2 (86,711) (77,579) (80,170) (75,043)

Earnings before interest and taxation 120,390 156,057 126,145 164,087 

Finance costs 3 (102,147) (86,259) (93,726) (83,733)

Operating surplus before taxation 18,243 69,798 32,419 80,354 

Income tax expense 4 (24,740) (2,202) (29,532) (5,739)

(Loss) / Profit for the period from continuing operations (6,497) 67,596 2,887 74,615 

Discontinued Operation

Profit for the year from discontinued operations 6 - - - - 

(Loss) / Profit for the period (6,497) 67,596 2,887 74,615 

Attributed to:

Equity holders of Parent (6,497) 67,596 2,887 74,615 

Minority interest 9 - - - - 

(6,497) 67,596 2,887 74,615 

The accompanying notes form part of these Financial Statements
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Powerco Limited

Group Statement Of Changes In Equity
For the year ended 30 June 2008 

Notes

Share 
Capital
NZ$000

Retained
Earnings

NZ$000

Foreign
Exchange
 Reserve

NZ$000

Hedge
Reserve
NZ$000

Total
NZ$000

Group

Balance as at 30 June 2006 570,300 (35,280) 4,807 (6,689) 533,138 

Exchange differences arising on translation of 
foreign operations 8 - - (5,587) - (5,587)

Cash flow hedges: 
 Gain taken to equity 8 - - - 14,817 14,817 

Income tax on items taken directly to or 
transferred from equity 4 - - - (4,326) (4,326)

Net income and expense recognised directly 
in equity - - (5,587) 10,491 4,904 

Cash flow hedges:  
 Transferred to profit or loss for the period - - - (1,709) (1,709)

Profit or loss for the period - 67,596 - - 67,596 

Total recognised income and expense - 67,596 (5,587) 8,782 70,791 

Dividends 10 - (69,356) - - (69,356)

Balance as at 30 June 2007 570,300 (37,040) (780) 2,093 534,573 

Exchange differences arising on translation of 
foreign operations 8 - - 9,113 - 9,113 

Cash flow hedges: 
 Gain taken to equity 8 - - - (2,074) (2,074)

Income tax on items taken directly to or 
transferred from equity 4 - - - 1,492 1,492 

Net income and expense recognised directly 
in equity - - 9,113 (582) 8,531 

Cash flow hedges: 
 Transferred to profit or loss for the period - - - (2,587) (2,587)

Profit or loss for the period - (6,497) - - (6,497)

Total recognised income and expense - (6,497) 9,113 (3,169) (553)

Dividends 10 - (51,088) - - (51,088)

Balance as at 30 June 2008 570,300 (94,625) 8,333 (1,076) 482,932 

The accompanying notes form part of these Financial Statements
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Powerco Limited

Group Statement Of Changes In Equity
For the year ended 30 June 2008 

 
Notes

Share 
Capital
NZ$000

Retained
Earnings

NZ$000

Foreign
Exchange
 Reserve

NZ$000

Hedge
Reserve
NZ$000

Total
NZ$000

Parent

Balance as at 30 June 2006 570,300 (59,721) - (6,689) 503,890 

Additions through business amalgamations - 10,570 - - 10,570 

As restated 570,300 (49,151) - (6,689) 514,460 

Cash flow hedges:
Gain taken to equity 8 - - - 14,817 14,817 

Income tax on items taken directly to or 
transferred from equity 4 - - - (4,326) (4,326)

Net income recognised directly in equity - - - 10,491 10,491 

Cash flow hedges:
Transferred to profit or loss for the period - - - (1,709) (1,709)

Profit for the period - 74,615 - - 74,615 

Total recognised income and expense - 74,615 - 8,782 83,397 

Dividends 10 - (69,356) - - (69,356)

Balance as at 30 June 2007 570,300 (43,892) - 2,093 528,501 

Cash flow hedges:
Gain taken to equity 8 - - - (2,074) (2,074)

Income tax on items taken directly to or 
transferred from equity 4 - - - 1,492 1,492 

Net income recognised directly in equity - - - (582) (582)

Cash flow hedges:
Transferred to profit or loss for the period - - - (2,586) (2,586)

Profit for the period - 2,887 - - 2,887 

Total recognised income and expense - 2,887 - (3,168) (281)

Dividends 10 - (51,088) - - (51,088)

Balance as at 30 June 2008 570,300 (92,093) - (1,075) 477,132 

The accompanying notes form part of these Financial Statements
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Powerco Limited

Group Balance Sheet
As at 30 June 2008

Notes

Group
as at

30 June 08
NZ$000

Group
as at

30 June 07
NZ$000

Parent
as at

30 June 08
NZ$000

Parent
as at

30 June 07
NZ$000

Equity

Issued capital 7 570,300 570,300 570,300 570,300 

Reserves (87,368) (35,727) (93,168) (41,799)

Parent equity interest 482,932 534,573 477,132 528,501 

Non-current Liabilities

Borrowings 12 1,276,606 975,116 1,117,733 862,661 

Other financial liabilities 22 84,298 112,773 84,298 112,773 

Deferred tax liability 4 156,908 128,869 156,908 128,869 

Provisions 13 527 337 412 337 

Other non-current liabilities 11 54,526 49,167 - - 

1,572,865 1,266,262 1,359,351 1,104,640 

Current Liabilities

Borrowings 12 49 208,544 49 208,544 

Provisions 13 2,378 2,976 2,039 2,656 

Trade and other payables 14 41,543 37,000 31,730 29,270 

Inter-company accounts and inter-company loan 31 - - 18,291 - 

Other current liabilities 15 3,206 3,134 1,687 1,828 

Income tax payable  - 2,393 - -

47,176 254,047 53,796 242,298 

Total Equity and Liabilities 2,102,973 2,054,882 1,890,279 1,875,439 

Non-current Assets

Property, plant and equipment 17 1,996,647 1,950,829 1,743,347 1,734,729 

Intangible assets 18 13,957 12,808 8,632 10,043 

Other financial assets 22 18,052 39,767 18,052 39,767 

Deferred tax asset 4 18,022 11,302 - - 

Investment in subsidiary 20 - - 86,315 - 

2,046,678 2,014,706 1,856,346 1,784,539 

Current Assets

Inter-company accounts and inter-company loan 31 - - - 55,503 

Inventories 3,483 3,166 50 21 

Trade and other receivables 21 34,666 34,272 29,379 32,497 

Other financial assets 22 2,817 - 2,817 - 

Other current assets 19 1,687 1,904 1,687 2,879 

Income tax receivable 115 - - - 

Cash and cash equivalents 16 13,527 834 - - 

56,295 40,176 33,933 90,900 

Total Assets 2,102,973 2,054,882 1,890,279 1,875,439 

	 Nigel Barbour, Director	 Richard Krogh, Director
	 22 September 2008	 22 September 2008

The accompanying notes form part of these Financial Statements
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Powerco Limited

Group Cash Flow Statement
For the year ended 30 June 2008 

Notes

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Cash Flows from Operating Activities

Cash receipts from customers 383,598 383,439 370,558 362,765 

Cash paid to suppliers and employees (160,077) (151,393) (141,232) (134,790)

223,521 232,046 229,326 227,975 

Dividends received 7 7 7 7 

Interest received 228 211 151 87 

GST paid (18,256) (13,110) (19,222) (19,879)

Tasmanian Government contribution  - 18,670  -  - 

Income taxes paid (2,540) (3,451)  -  - 

Interest paid (97,046) (86,796) (90,438) (84,971)

(117,607) (84,469) (109,502) (104,756)

Net cash provided by operating activities 105,914 147,577 119,824 123,219 

Cash Flows from Investing Activities

Loans advanced to subsidiaries - - (12,522) (20,895)

Proceeds from sale of property, plant and equipment (2) 1,607 (8) 1,607 

Purchase of property, plant and equipment (88,015) (140,776) (71,708) (68,111)

Capitalised interest paid 17 - (6,043) - - 

Net cash used in investing activities (88,017) (145,212) (84,238) (87,399)

Cash Flows from Financing Activities

Proceeds from borrowings 47,396 60,319 17,014 30,000 

Dividend paid (51,088) (69,356) (51,088) (69,357)

Net cash used in financing activities (3,692) (9,037) (34,074) (39,357)

Net increase/(decrease) in cash and cash equivalents 14,205 (6,672) 1,512 (3,537)

Cash and cash equivalents at the beginning of the period (30,727) (24,055) (31,561) (28,024)

Reclassification of working capital advances facility 30,000 - 30,000 - 

Cash and cash equivalents at the end of the period 13,478 (30,727) (49) (31,561)

Comprise the following:

Bank overdraft 16 (49) (1,561) (49) (1,561)

Working capital advances 16 - (30,000) - (30,000)

Cash and deposits 13,527 834 - - 

13,478 (30,727) (49) (31,561)

The accompanying notes form part of these Financial Statements
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Powerco Limited

Reconciliation Of Group Profit For The Period To Net 
Cash Flows From Operating Activities
For the year ended 30 June 2008 

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

(Loss)/Profit after taxation (6,497) 67,596 2,887 74,615 

Add/(Less) Non-cash Items

Depreciation and amortisation 73,176 68,637 66,642 65,537 

Impairment of goodwill - - - - 

Loss on sale of assets 13,536 9,506 13,527 9,506 

Non-cash component of finance costs 2,627 2,791 2,627 2,791 

Unrealised loss/(gain) on derivatives 14,209 (24,750) 14,209 (24,750)

Non-cash items in relation to investing/financing activities (19,018) 3,072 (14,165) (11,968)

Decrease in current (receivable)/tax payable balances (2,508) (1,201) - - 

Increase in deferred tax balances 21,319 4,559 28,039 9,501 

Changes In Net Asset And Liabilities

(Increase)/Decrease in assets

Trade and other receivables (395) 2,400 3,118 (3,661)

Inventories (317) 92 (29) 1 

Other current assets 217 1,034 1,192 59 

Increase/(Decrease) in liabilities

Trade and other payables 4,543 (245) 2,460 2,075 

Current provisions (599) 719 (617) 711 

Other current liabilities 72 (1,690) (141) (1,110)

Non-current provisions 190 (88) 75 (88)

Other non-current liabilities 5,359 15,145 - - 

Net cash flow from operating activities 105,914 147,577 119,824 123,219
 	

The accompanying notes form part of these Financial Statements
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Powerco Limited

Statement Of Accounting Policies For The Group 
Financial Statements For The Year Ended 30 June 2008

General information
Powerco Limited (the Company) is a limited company incorporated in New Zealand. The addresses of its registered office and 
principal place of business are disclosed in the directory of the annual report. The principal activities of the Company and its 
subsidiaries are described in note 20. 

These financial statements have been prepared to comply with the provisions of section 44 of the Energy Companies Act 
1992, the New Zealand Companies Act 1993 and the Financial Reporting Act 1993. Powerco Limited is a profit-oriented entity. 
The Financial Statements have been prepared in accordance with NZ GAAP. They comply with New Zealand equivalents to 
International Financial Reporting Standards, and other applicable Financial Reporting Standards as appropriate for profit-
oriented entities. 

The Financial Statements comply with International Financial Reporting Standards (‘IFRS’).

Basis of preparation
The Financial Statements have been prepared on the historical cost basis, except for certain borrowings and financial 
instruments. Financial derivatives are carried at fair value and borrowings which have effective fair value hedges are carried at 
amortised cost adjusted for the fair value of interest rate risk covered by the effective hedge. The principal accounting policies 
adopted are set out below. 

Critical accounting estimates and judgements
In the process of applying the Group’s accounting policies management have made no judgements that have had a significant 
effect on the amounts recognised in the Financial Statements.

The key assumptions concerning the future and other key sources of estimation uncertainty at 30 June 2008, that have had a 
significant risk of causing a material adjustment to the carrying amount of assets and liabilities are discussed below:

Useful lives of property, plant and equipment
The Group reviews the estimated useful lives of property, plant and equipment at the end of each annual reporting period. In this 
financial year it was deemed that no change to the estimated useful lives was needed. The carrying value of property, plant and 
equipment is disclosed in note 17 Property, Plant and Equipment.

Deferred tax asset (DTA)
The ultimate Parent of Powerco Limited, Babcock & Brown Infrastructure Limited (BBI) has announced that following a number 
of un-solicited approaches it has commenced formal price discovery processes with respect to identifying partners to co-invest 
in up to 50% of its core asset Powerco Limited. If 51% or more of the shares of BBI Networks (New Zealand) Ltd (Powerco’s 
Parent) are sold the DTA of $19.2 million (disclosed in note 4 Taxation) would be lost.

Impairment of network assets
Determining whether the network assets are impaired requires an estimation of the value in use of the cash-generating units to 
which the networks have been allocated. The value-in-use calculation requires the Directors to estimate the future cash flows 
expected to arise from the cash-generating unit and a suitable discount rate in order to calculate present value. 

The total carrying value of network assets is disclosed in note 17 Property, Plant and Equipment.

New Zealand gas network
There is a pending decision from the Commerce Commission regarding the control of gas distribution services in relation to 
the New Zealand network (refer to note 29 Contingent Liabilities and Commitments) which may have a significant impact on 
the carrying value of the New Zealand gas network. The carrying value of gas assets has been disclosed in note 27 Segmental 
Reporting under “Gas lines” segment.

Tasmanian gas network
Powerco Australia Group is currently constructing a gas network in Tasmania. The impairment calculation undertaken is based 
on the Directors' best estimate of the future connections and usage. Any significant deviation from the assumptions used in 
the model may affect the carrying value of these assets. The assets are disclosed in note 27 Segmental Reporting under “Gas 
reticulation contracting and retailing” segment.
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Significant accounting policies

A.	 Basis of consolidation

The Group Financial Statements incorporate the Financial Statements of the Company and its subsidiaries (listed in note 
20), which have been consolidated using the purchase method. All significant inter-company transactions and balances are 
eliminated on consolidation. Investments in subsidiaries are stated at cost in the Parent Company.

Accounting policies of subsidiaries are consistent with the policies of the Group and if that is not possible due to jurisdictional 
differences the policies are adjusted on consolidation for the Group Financial Statements.

On acquisition, fair values reflecting conditions at the date of acquisition are attributed to the identifiable separate assets and 
liabilities acquired. Where the fair value of the consideration paid exceeds the fair value of the identifiable separate assets 
and liabilities acquired, the difference is recognised as goodwill. 

Goodwill arising on the acquisition of a subsidiary represents the excess of the cost of acquisition over the Group’s interest 
in the net fair value of the identifiable assets, liabilities and contingent liabilities of the subsidiary recognised at the date of 
acquisition. Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated 
impairment losses.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units expected to benefit 
from the synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment 
annually, or more frequently when there is an indication that the unit may be impaired. If the recoverable amount of the 
cash-generating unit is less than the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying 
amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying 
amount of each asset in the unit. An impairment loss recognised for goodwill is not reversed in a subsequent period.

B.	 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that 
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets 
until such time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in the Income Statement in the period in which they are incurred.

C.	C ash and cash equivalents

Cash and cash equivalents comprise cash in hand; cash in banks and investments in overnight money market instruments. 
Bank overdrafts are shown within borrowings in current liabilities in the Balance Sheet. 

Unclaimed monies held on behalf of bondholders have not been included in cash and deposits.

D.	D erivative financial instruments 

Financial derivatives are initially recognised in the Balance Sheet at fair value on the date a derivative contract is entered 
into and are subsequently measured at their fair value on each Balance Sheet date, though the method of recognising the 
resulting gains and losses is dependent on whether hedge accounting is applied. When derivative contracts are entered into, 
the group designates them as either:

•	 Hedges of the fair value of recognised assets or liabilities (fair value hedge); or

•	 Hedges of forecast transactions or firm commitments (cash flow hedge), which hedge exposures to variability in cash 
flows; or

•	 Hedges of net investments in foreign entities; or

•	 Other derivative financial instruments not meeting hedge accounting criteria.

The fair values of financial derivatives are determined by reference to the market quoted rates input into valuation models for 
interest and currency swaps, forwards and options. Changes in fair value of derivatives are recognised:

•	 For fair value hedges that are highly effective, the movements are recorded in the Income Statement alongside any 
changes in the fair value of the hedged items;

•	 For cash flow hedges that are determined to be highly effective to the extent the hedges are effective, the movements 
are recognised in equity with the ineffective portion recognised in the Income Statement; and for those that are 
ineffective the movements are recognised in the Income Statement;
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•	 For hedges of net investments in foreign entities that are highly effective, the effective portion of the movements is 
recorded in equity (currency translation reserve) and the ineffective portion is recognised in the Income Statement.

•	 All other movements in the fair value of derivative financial instruments are recorded in the Income Statement.

Cash flow hedges
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are 
deferred in equity. The gain or loss relating to the ineffective portion is recognised immediately in profit or loss in the “other 
gains and losses” line in the Income Statement. Amounts deferred in equity are recycled in profit or loss in the periods 
when the hedged item is recognised in profit or loss. However, when the forecast transaction that is hedged results in 
the recognition of a non-financial asset or a non-financial liability, the gains and losses previously deferred in equity are 
transferred from equity and included in the initial measurement of the cost of the asset or liability.

Hedge accounting is discontinued prospectively when the hedging instrument expires or is sold, terminated or exercised, 
or no longer qualifies for hedge accounting. At that point in time, if the forecast transaction is still expected to occur, any 
cumulative gain or loss on the hedging instrument is recognised in equity until the forecasted transaction occurs. If a hedged 
transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is transferred to the Income 
Statement for the period. 

Fair value hedges
Hedge accounting is discontinued when the hedge instrument expires or is sold, terminated or no longer qualifies for hedge 
accounting. The adjustments to the carrying amount of the hedge item arising from the hedged risk is amortised to the 
Income Statement from that date.

E.	D ividend distribution

Dividend distribution to the Group’s shareholders is recognised as a liability in the Financial Statements in the period in 
which the shareholders' right to receive payment has been established.

F.	Emp loyee entitlements

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long-service leave and 
sick leave when it is probable that settlement will be required and they are capable of being measured reliably.

Provisions made in respect of employee benefits expected to be settled within 12 months, are measured at their nominal 
values using the remuneration rate expected to apply at the time of settlement.

Provisions made in respect of employee benefits that are not expected to be settled within 12 months are measured as the 
present value of the estimated future cash outflows to be made by the Group in respect of services provided by employees 
up to reporting date.

Defined superannuation plans
For defined contribution superannuation plans, the Group recognises and expenses the obligation during the period they arise.

There are a small number of employees who are part of a state-defined benefit superannuation plan. The Group has no legal 
or constructive obligation to pay future benefits that are guaranteed by the Crown. As a result the plans are accounted for as 
a defined contribution plan.

G.	 Financial assets

Financial assets are recognised and derecognised on trade date where purchase or sale of an investment is under a 
contract whose terms require delivery of the investment within the timeframe established by the market concerned. They are 
initially measured at fair value plus transaction costs, except for those financial assets classified as at fair value through profit 
or loss, which are initially measured at fair value.

Subsequent to initial recognition, investments in subsidiaries are measured at cost in accordance with NZ IAS-27. Other 
financial assets are classified into one of four categories: financial assets at fair value through profit or loss; held to maturity 
investments; available for sale financial assets; or loans and receivables. At balance date the Group had the following 
classes of financial assets:

Financial assets at fair value through profit or loss 
Other financial assets relate to outstanding derivatives at year end. All derivative assets are measured at fair value through 
profit or loss, except for derivatives that are designated and effective cash flow hedges. Effective cash flow hedges are 
measured at fair value with the movement on these assets recorded directly in the hedging reserve in the Statement of 
Changes in Equity. Refer to (D) for the accounting policy on derivative financial instruments. 
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Loans and receivables
Cash and cash equivalents and trade and other receivables are recorded at amortised cost using the effective interest rate 
method, less impairment.

h.	 Financial liabilities

Financial liabilities are recognised when the entity becomes party to the contractual provisions of the instrument.

The Group derecognises financial liabilities when and only when the Group’s obligations are discharged, cancelled or expire.

Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other financial liabilities.

Financial liabilities at fair value through profit or loss 
Other financial liabilities relate to outstanding derivatives at year end. All derivative liabilities are measured at fair value 
through profit or loss. Effective cash flow hedges are measured at fair value with the movement on these liabilities recorded 
directly in the hedging reserve in the Statement of Changes in Equity. Refer to (D) for the accounting policy on derivative 
financial instruments.

Other financial liabilities
Trade and other payables and other current liabilities that are financial instruments (unclaimed monies) and borrowings 
are initially measured at fair value, net of transaction costs. They are subsequently measured at amortised cost using the 
effective interest method, with interest expense recognised on an effective interest basis.

I.	 Foreign currency

Foreign currency transactions
All foreign currency transactions during the financial year are brought to account using the exchange rate in effect at the 
date of the transaction. Foreign currency monetary items at reporting date are translated at the exchange rate existing 
at reporting date. Non-monetary assets and liabilities carried at fair value that are denominated in foreign currencies are 
translated at the rates prevailing at the date when the fair value was determined.

Exchange differences are recognised in the Income Statement in the period in which they arise except that:

•	 Exchange differences that relate to assets under construction for future productive use are included in the cost of those 
assets where they are regarded as an adjustment to interest costs on foreign currency borrowings;

•	 Exchange differences on transactions entered into in order to hedge certain foreign currency risks;

•	 Exchange differences on monetary items receivable from or payable to a foreign operation for which settlement is 
neither planned nor likely to occur, which form part of the net investment in a foreign operation, are recognised in the 
foreign currency translation reserve and recognised in the Income Statement on disposal of the net investment.

Foreign operations
Assets and liabilities of foreign operations are translated at the closing rate. Revenue and expense items are translated at 
a weighted average of exchange rates over the period, as a surrogate for the spot rates at transaction dates. Exchange 
differences arising from translation are taken to the foreign currency translation reserve and recognised in the Statement of 
Changes in Equity. The foreign operations are trading operations by wholly owned subsidiaries. 

j.	 Government grant

Government grants received are initially recognised as deferred income in the Balance Sheet. The deferred income is 
recognised in the Income Statement on a systematic basis over the useful life of the asset to which the funding relates, in 
accordance with the policy outlined in (P).

k.	Imp airment

Intangible assets that have indefinite useful lives are not subject to amortisation and are assessed for impairment at each 
reporting date. If the estimated recoverable amount of an asset is less than its carrying amount, the asset is written down to 
its estimated recoverable amount and an impairment loss is recognised in the Income Statement.

A cash-generating unit is the smallest group of assets for which there are separately identified cash flows.

At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether 
there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable 
amount of the asset is estimated to determine the extent of the impairment loss (if any). Where the asset does not generate 
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cash flows that are independent from other assets, the Group estimates the recoverable amount of the cash-generating unit 
to which the asset belongs.

Goodwill, intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for 
impairment annually and whenever there is an indication that the asset may be impaired. An impairment of goodwill is not 
subsequently reversed.

Recoverable amount is the higher of fair value less costs to sell and the value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time-value of money and the risks specific to the asset for which the estimates of future cash flows have 
not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying 
amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised in the 
Income Statement immediately, unless the relevant asset is carried at fair value, in which case the impairment loss is treated 
as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased 
to the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not 
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset 
(cash-generating unit) in prior years. A reversal of an impairment loss is recognised in the Income Statement immediately, 
unless the relevant asset is carried at fair value, in which case the reversal of the impairment loss is treated as a revaluation 
increase.

l.	Int angible assets 

Intangible assets are composed of computer software, and incentive payment assets. Intangible assets are stated at cost 
less accumulated amortisation and impairment losses. 

Amortisation
Amortisation of intangibles is calculated on a diminishing value basis for computer software and residential incentive 
payments, and a straight-line basis for commercial incentive payments, over their useful lives. 

Amortisation rates based on remaining useful life, for major classes of asset are:

Computer software 4 to 65 years

Incentive payments 4 to 40 years

M.	In ventory

Inventories are valued at the lower of cost and net realisable value. The only type of inventory the Group has is 
consumables.

N.	L eases

Operating lease payments, where the lessors effectively retain substantially all the risks and rewards of ownership of the 
leased items, are included in the determination of profit before taxation in equal instalments over the lease term, except 
where another systematic basis is more representative of the time pattern in which economic benefits from the leased asset 
are consumed.

O.	 Property, plant and equipment

All items of property, plant and equipment are initially recognised at cost in the Balance Sheet. Cost includes the value of 
consideration exchanged, or fair value in the case of donated or subsidised assets, and those costs directly attributable to 
bringing the item to working condition for its intended use.

Land and buildings are revalued from time to time for insurance purposes only. Valuations are obtained from an independent 
registered valuer. Any impairment is recognised for accounting purposes in the Income Statement.

The gain or loss on the disposal or retirement of an item of property, plant and equipment is determined as the difference 
between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss.
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Depreciation of property, plant and equipment
Depreciation is calculated on a straight-line basis for network systems and on diminishing value for all other assets, to write 
off the cost of the assets (other than land) over the useful lives of the assets.

Depreciation rates based on remaining useful life, for major classes of asset are:

Land Not depreciated

Buildings 50 years 

Plant and Equipment 5 to 10 years 

Network Systems 10 to 65 years

P.	R evenue recognition

Revenue is recognised at the fair value of sales of goods and services, net of GST, rebates, discounts and capital 
contributions.

Revenue is recognised as follows:

(a)	 Rendering of services 
Revenue from services is recognised in the accounting period in which the services are rendered based upon usage or 
volume throughput during that period.

(b)	 Contracting revenue 
Represents revenue earned from contracting services and is recognised on percentage of completion basis.

(c)	 Contributions for subdivisions 
Contributions received from customers and grants towards the costs of reticulating new subdivisions and contributions 
received in constructing uneconomic lines are recognised as revenue. Any identified impairment losses in respect of 
uneconomic lines are recognised in the Income Statement and the asset component is written down to its fair value.

(d)	 Tasmanian grant revenue 
Government grants received are initially recognised as deferred income. Revenue is recognised by calculating a set 
percentage of the depreciation charge of the capitalised project costs. The depreciation charge is used as a basis of 
revenue recognition because the purpose of the funding was to compensate for the cost of purchasing the asset. 

Q.	 Segment reporting

A business segment is a group of assets and operations engaged in providing products or services that are subject to risks 
and returns that are different from those of other segments.

A geographical segment is engaged in providing products or services in a particular economic environment where the risks 
and returns are different from those of segments operating in other economic environments.

The Group’s primary reporting format is business segments and its secondary format is geographical.

Inter-segment sales are priced by charging a pre-determined mark-up on costs.

Where expenses, assets and liabilities have been unable to be split between the electricity and gas segments, an allocation 
has been used based on the size and value of the assets and the percentage of revenue generated by each segment. 

R.	 Share capital

Ordinary shares are classified as equity.

Costs directly attributable to the issue of new shares are shown in equity as a deduction from the proceeds.

S.	C ash Flow Statement

The Cash Flow Statement is prepared inclusive of GST. For the purposes of the Cash Flow Statement, cash and cash equivalents 
includes cash on hand, cash in banks and investments in money market instruments, net of outstanding bank overdrafts.

Operating activities include all transactions and other events that are not investing or financing activities.

Investing activities are those activities relating to the acquisition and disposal of current and non-current investments and 
any other non-current assets.
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Financing activities are those activities relating to changes in the equity and debt capital structure of the Company and 
Group and those activities relating to the cost of servicing the Company’s and the Group’s equity capital. 

T.	 Taxation

The amount recognised for current tax is based on the net profit for the period as adjusted for non-assessable and non-
deductible items. It is calculated using tax rates that have been enacted or substantively enacted by the reporting date.

Deferred income tax is provided, using the Balance Sheet liability method, on all temporary differences at the Balance Sheet 
date between the tax base of the assets and liabilities and their carrying amounts in the Financial Statements.

The following temporary differences are not provided for: goodwill; the initial recognition of assets or liabilities that affect 
neither accounting nor taxable profit; and the temporary differences relating to investments in subsidiaries where the Group 
is able to control the reversal of the temporary differences and it is probable that the temporary differences will not reverse in 
the foreseeable future.

The carrying amount of deferred income tax assets is reviewed at each Balance Sheet date and reduced to the extent that it 
is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax to be utilised.

Deferred income tax assets and liabilities are measured at tax rates that are expected to apply to the year when the asset 
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at 
Balance Sheet date.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow the manner in which 
the Group expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and the 
Company/Group entity intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax is recognised as an expense or income in the Income Statement, except when it relates to items 
credited or debited directly to equity, in which case the deferred tax or current tax is also recognised directly in equity, 
or where it arises from the initial accounting for a business combination, in which case it is taken into account in the 
determination of goodwill or excess.

U.	 Term debt

All loans and borrowings are initially recognised at cost, being the fair value of the consideration received net of issue costs 
associated with the borrowing. Subsequent to initial recognition, loans and borrowings are carried at the amortised cost. 
Borrowing costs are recognised as an expense when incurred, except to the extent that they are capitalised in accordance 
with (B) above.

All interest bearing loans and borrowings are measured at the amortised cost using the effective interest rate method which 
allocates the cost through the expected life of the borrowing. The amortised cost is calculated taking account of issue costs, 
and any discounts or premiums on draw-down.

After initial recognition for those interest-bearing loans and borrowings where fair value hedge accounting is applied, the 
loan balance is adjusted for the change in the hedged risk only. The Group policy is to hedge the interest/foreign currency 
risk associated with term debt with financial instruments on matched terms.

Borrowings are classified as current liabilities (either advances and deposits or current portion of term debt) unless the 
Group has an unconditional right to defer settlement of the liability for at least 12 months after the Balance Sheet date.

V.	 Trade and other payables

Trade payables and other accounts payable are recognised when the Group becomes obliged to make future payments 
resulting from the purchase of goods and services. Subsequent to initial recognition, trade payables and other accounts payable 
are recorded at the amortised cost. Given the nature of these liabilities the amortised cost equals their notional principal.
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Changes in accounting policies
There have been no changes in accounting policies during the year.

Standards, Amendments and Interpretations issued but not yet effective
At the date of authorisation of the Financial Statements, a number of Standards and Interpretations were in issue but not yet effective.

Initial application of the following Standards will not affect any of the amounts recognised in the Financial Statements, but will 
change the disclosures presently made in relation to the Group’s and the Company’s Financial Statements:

Standard

Effective for annual 
reporting periods 

beginning on or 
after

Expected to be 
initially applied in 
the financial year 

ending

NZ IAS-1 ‘Presentation of Financial Statements’ – Revised Standard  1 January 2009 30 June 2010

NZ IFRS-8 ‘Operating Segments’ 1 January 2009 30 June 2010

Initial application of the following Standards and Interpretations is not expected to have any material impact on the 
Financial Statements of the Group and the Company:

Standard/Interpretation

Effective for annual 
reporting periods 

beginning on or 
after

Expected to be 
initially applied in 
the financial year 

ending

NZ IAS-23 ‘Borrowing Costs’ – Revised Standard 1 January 2009 30 June 2010

NZ IFRS-3 ‘Business Combinations‘ - Revised Standard 1 July 2009 30 June 2010

NZ IAS-27 ‘Consolidated and Separate Financial Statements’ – Revised Standard 1 July 2009 30 June 2010

NZ IAS-32 ‘Financial Instruments: Presentation’ and NZ IAS-1 ‘Presentation of 
Financial Statements’ –Puttable Financial Instruments and Obligations Arising on 
Liquidation – Revised Amendments 1 January 2009 30 June 2010

Improvements to New Zealand Equivalents to International Financial Reporting 
Standards 2008

Various* 30 June 2010

Other standards/interpretations that are not included above are not relevant to the Company and the Group.

* �The effective date and transitional provisions vary by Standard. Most of the improvements are effective for annual periods beginning on or after 1 January 2009, 
with earlier adoption permitted, and they are to be applied retrospectively.
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Powerco Limited

Notes To And Forming Part Of The Group Financial 
Statements
For the year ended 30 June 2008 

1.	In come

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

REVENUE

Continuing operations

Revenue from the rendering of services

Transmission services revenue 365,386 350,640 348,744 341,847 

Dividends received 7 7 7 7 

Other revenue

Tasmanian Government contribution 1,555 791 - - 

Management service fee revenue - - 2,279 1,791 

Total revenue from continuing operations 366,948 351,438 351,030 343,645 

INVESTMENT REVENUE

Continuing operations

Interest on bank deposits 227 211 151 87 

Interest on inter-company loan - - - 2,232 

227 211 151 2,319 

OTHER (LOSSES)/GAINS

Continuing operations

Change in fair value of financial assets and liabilities 
classified as held for trading (14,209) 24,750 (14,209) 24,750 

(14,209) 24,750 (14,209) 24,750 

2.	 Profit For The Period

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Depreciation (note 17)

buildings 377 400 377 400 

plant and equipment 3,601 4,793 3,224 4,318 

network systems 67,177 60,539 61,238 58,141 

Amortisation of intangible assets 2,020 2,905 1,802 2,678 

Loss /(Gain) on sale of property, plant and equipment 13,536 9,506 13,527 9,506 

Compensation from third parties for damaged 
property, plant and equipment 1,122 1,008 1,122 1,008 

Employee benefits 19,682 14,560 17,057 13,101 
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3.	 Finance Costs

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Interest on bank overdrafts 4,209 73 4,837 73 

Interest on senior debt 87,026 75,081 77,168 72,555 

Interest on subordinated debt 7,462 7,514 7,462 7,514 

Interest on inter-company loan - - 809 - 

Other finance costs 3,450 3,591 3,450 3,591 

Total finance costs 102,147 86,259 93,726 83,733 

Interest on senior debt includes $2.506 million (2007: $1.09 million) transferred from the hedging reserves.

4.	 Taxation

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Income tax recognised in the Income Statement

Tax expense/(benefit) comprises:

Current tax (benefit)/expense (3,846) 5,687 (3,976) 3,188 

Adjustments recognised in the current year in relation 
to the current tax of prior years 4,907 (2,967) 4,907 (2,967)

Deferred tax expense on temporary differences 28,946 19,899 28,228 25,983 

Deferred tax benefit on tax losses (5,245) (7,423) 665 (7,471)

Adjustments recognised in the current year in relation 
to the deferred tax of prior years 997 264 997 264 

Effect of changes in tax rates and laws (1,289) (13,258) (1,289) (13,258)

Total tax expense 24,470 2,202 29,532 5,739 

Attributable to:

Continuing operations 24,470 2,202 29,532 5,739 

Discontinued operations - - - - 

24,470 2,202 29,532 5,739 

The total charge for the period can be reconciled to the accounting profit as follows:

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Profit before tax:

Continuing operations 18,243 69,798 32,419 80,354 

Discontinued operations - - - - 

18,243 69,798 32,419 80,354 

Tax at the New Zealand income tax rate of 33% 6,020 23,033 10,699 26,517 

Tax effect of revenue that is not deductible in 
determining taxable profit 13,779 (4,563) 14,218 (4,817)

Effect of different tax rates of subsidiaries operating in 
other jurisdictions 326 (307) - - 

Effect on deferred tax balances due to the change in 
income tax rate from 33% to 30% (effective 1 April 2008) (1,289) (13,258) (1,289) (13,258)

18,836 4,905 23,628 8,442 

Over-provision of income tax in previous year 5,904 (2,703) 5,904 (2,703)

24,740 2,202 29,532 5,739 
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The tax rate used in the above reconciliation is the corporate tax rate of 33% payable by New Zealand corporate entities on 
taxable profits under New Zealand tax law. The corporate tax rate in New Zealand change from 33% to 30% was effective 
from 1 April 2008. This revised rate has not impacted the current tax payable for the current year but next year the current 
tax will be calculated on the corporate tax rate of 30%. However, the impact of the change in tax rate has been taken into 
account in the measurement of deferred taxes at the end of the reporting period.

Income tax - resolution of IRD tax dispute risk

There is currently an Inland Revenue Department (IRD) investigation into Powerco’s allocation of the purchase price 
between non-depreciable and the tangible depreciable assets of the Central Power (CP) and former Powerco amalgamation 
in 2000. The IRD was also challenging the AGL NZ Energy Limited (AGL) acquisition in 2001 and the United Networks 
Limited (UNL) acquisition in 2002. The IRD queried Powerco’s use of the market value of assets as the basis for calculating 
depreciation and the goodwill allocated to the transactions. 

The IRD issued two Notices of Proposed Adjustment which proposed disallowing depreciation calculated using the market 
value of the former Powerco and CP assets acquired by what is now Powerco Limited through the CP amalgamation. The 
Notices of Proposed Adjustment related to the 2002 income tax year onwards (the 2001 income tax year is statute-barred). 

Since November 2007 Powerco and its advisors have been in discussions with the IRD which have resulted in Powerco 
reaching an agreement with the IRD on both the CP and former Powerco networks and the AGL/UNL acquisitions. This 
agreement has now been formalised by way of a written "Agreed Settlement" between Powerco Limited and the IRD. 

This agreement reflects an amount attributed to goodwill of $50 million (with a commensurate reduction in tax depreciable 
assets) for the CP and former Powerco networks as at 1 September 2000. The written-down value of this goodwill amount as 
at 30 June 2008 was $24.478 million. Subject to the outcome of discussions with the IRD on the tax treatment of customer 
contributions there will be no immediate cash tax payment, no use of money interest and no shortfall penalties. The impact 
of the amount attributed to the tax-depreciable assets being reduced by $50 million is a reduction of future tax depreciation 
entitlements. The IRD has advised that it will not be pursing an adjustment in respect of the UNL and AGL acquisitions. This 
agreement with the IRD has been recognised in the Financial Statements as at 30 June 2008 and an amount of $8.483 
million has been debited to the Income Statement tax expense account to adjust for the tax effect of the embedded goodwill 
amount in the tax depreciable assets.

In addition to this agreement Powerco has two small outstanding issues to resolve with the IRD. These are the depreciation 
claimed on the zone substations and the tax treatment of customer contributions in the 2002 to 2005 income tax years.

Income tax recognised directly in equity

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Deferred tax

Revaluation of financial instruments treated as cash 
flow hedges (1,492) 4,326 (1,492) 4,326 

(1,492) 4,326 (1,492) 4,326 

Deferred tax balances

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Deferred tax assets comprise:

Tax losses 6,262 352 - - 

Temporary differences 11,760 10,950 - - 

18,022 11,302 - - 

Deferred tax liabilities comprise:

Tax losses (12,942) (14,604) (12,942) (14,604)

Temporary differences 169,850 143,473 169,850 143,473 

156,908 128,869 156,908 128,869 
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Deferred tax - temporary differences

Group - 2008

Opening 
balance
NZ$000

Charged to 
income
NZ$000

Charged to 
equity

NZ$000

Exchange
differences

NZ$000

Changes in 
tax rate
NZ$000

Closing
balance
NZ$000

Gross deferred tax liabilities

Property, plant and equipment 133,469 34,911 - 223 (859) 167,744 

Cash flow hedges 11,689 (4,735) (1,492) - (497) 4,965 

Other 2,640 (596) - 426 - 2,470 

147,798 29,580 (1,492) 649 (1,356) 175,179 

Set-off of deferred tax balances (5,329)

Net deferred tax liabilities - temporary differences 169,850 

Gross deferred tax assets

Provisions 32 77 - 5 - 114 

Unamortised government grants 14,427 (440) - 2,055 - 16,042 

Other 816 - - 117 - 933 

15,275 (363) - 2,177 - 17,089 

Set-off of deferred tax balances (5,329)

Net deferred tax assets - temporary differences 11,760 

Group - 2007

Opening 
balance
NZ$000

Charged to 
income
NZ$000

Charged to 
equity

NZ$000

Exchange
differences

NZ$000

Changes in 
tax rate
NZ$000

Closing
balance
NZ$000

Gross deferred tax liabilities

Property, plant and equipment 125,936 20,788 - (64) (13,191) 133,469 

Cash flow hedges (804) 8,167 4,326 - - 11,689 

Other 3,678 (696) - (275) (67) 2,640 

128,810 28,259 4,326 (339) (13,258) 147,798 

Set-off of deferred tax balances (4,325)

Net deferred tax liabilities - temporary differences 143,473 

Gross deferred tax assets

Provisions 134 (93) - (9) - 32 

Unamortised government grants 7,311 8,117 - (1,001) - 14,427 

Other 823 72 - (79) - 816 

8,268 8,096 - (1,089) - 15,275 

Set-off of deferred tax balances (4,325)

Net deferred tax assets - temporary differences 10,950 
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Deferred tax - temporary differences

Parent - 2008

Opening 
balance
NZ$000

Charged to 
income
NZ$000

Charged to 
equity

NZ$000

Exchange
differences

NZ$000

Changes in 
tax rate
NZ$000

Closing
balance
NZ$000

Gross deferred tax liabilities

Property, plant and equipment 131,915 34,101 - - (859) 165,157 

Cash flow hedges 11,689 (4,735) (1,492) - (497) 4,965 

Other (131) (141) - - - (272)

143,473 29,225 (1,492) - (1,356) 169,850 

Gross deferred tax assets

Provisions - - - - - - 

Unamortised government grants - - - - - - 

Other - - - - - - 

- - - - - - 

Parent - 2007

Opening 
balance
NZ$000

Charged to 
income
NZ$000

Charged to 
equity

NZ$000

Exchange
differences

NZ$000

Changes in 
tax rate
NZ$000

Closing
balance
NZ$000

Gross deferred tax liabilities

Property, plant and equipment 125,936 19,170 - - (13,191) 131,915 

Cash flow hedges (804) 8,167 4,326 - - 11,689 

Other 1,026 (1,090) - - (67) (131)

126,158 26,247 4,326 - (13,258) 143,473 

Gross deferred tax assets

Provisions - - - - - - 

Unamortised government grants - - - - - - 

Other - - - - - - 

- - - - - - 

5.	Imp utations Credit Account

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Opening balance 4,121 584 58 54 

Imputation credits attached to dividends received 
during the period 2 2 2 2 

Income tax payments made during the period 2,855 3,533 - - 

Resident witholding tax on interest received 5 53 5 53 

Imputation credits forfeited on loss of shareholder 
continuity - (51) - (51)

Closing balance 6,983 4,121 65 58 
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Imputation credits available directly and indirectly to shareholders of the Parent Company, through:

30 June 08
NZ$000

30 June 07
NZ$000

Parent Company 65 58 

Subsidaries 6,918 4,063 

6,983 4,121 

6.	D iscontinued Activities

There were no discontinued activities in either the current financial year or the previous financial year.

7.	 Share Capital

Total number of ordinary shares authorised, issued and fully paid at 30 June 2008 was 316,186,775 (2007: 316,186,775).

Each ordinary share in the Company confers on the holder:
(a)	 the right to one vote on a poll at a meeting of the Company on any resolution;
(b)	 the right to an equal share in the distributions approved by the Board of Directors;
(c)	 the right to an equal share in the distribution of the surplus assets of the Company.

The shares are at no par value.

8.	R eserves

Foreign exchange reserve
Exchange differences relating to the translation from Australian dollars, being the functional currency of the Group's 
Australian subsidiaries, into New Zealand dollars are brought to account by entries made directly to the foreign currency 
translation reserve.

Hedge reserve
The hedge reserve represents hedging gains and losses recognised on the effective portion of cash flow hedges. The 
cumulative deferred gain or loss on the hedge is recognised in the Income Statement when the hedged transaction impacts 
on the Income Statement, or is included as a basis adjustment to the non-financial hedged item, consistent with the 
applicable accounting policy.

9.	 Minority Interest

There were no minority interests in either the current financial year or the previous financial year.

10.	D ividends

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Dividends paid on ordinary shares 51,088 69,356 51,088 69,356 

Cents per share  16.2  21.9  16.2  21.9 

11.	 Other Non-current Liabilities

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Deferred government grant 54,526 49,167 - - 

A proportion of the deferred government grant is recognised as revenue in the Income Statement each month. This amount 
is determined by calculating a set percentage of the depreciation charge of the capitalised project costs. The income is being 
recognised over 40 years. 

Further details regarding this government grant is given in note 29.
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12.	 Borrowings

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Non-current liabilities at amortised cost

Subordinated bonds 96,546 94,219 96,546 94,219 

Guaranteed bonds 410,081 400,888 410,081 400,888 

US dollar private placement notes 227,110 207,554 227,110 207,554 

Commercial bank debt 363,873 272,455 205,000 160,000 

Commercial paper facility and bank debt drawn down 
under the standby facility as part of the commercial 
paper programme 148,996 - 148,996 - 

Working capital advances facility (note 16) 30,000 - 30,000 - 

1,276,606 975,116 1,117,733 862,661 

Current liabilities at amortised cost

Bank overdraft (note 16) 49 1,561 49 1,561 

Working capital advances facility (note 16) - 30,000 - 30,000 

Commercial paper facility - 146,983 - 146,983 

Commercial bank debt - 30,000 - 30,000 

49 208,544 49 208,544 

a)	 Subordinated bonds 

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Subordinated bonds 100,000 100,000 100,000 100,000 

Adjustment for the fair value of the interest rate risk (2,160) (3,764) (2,160) (3,764)

97,840 96,236 97,840 96,236 

Deferred funding costs (1,294) (2,017) (1,294) (2,017)

Carrying value of subordinated bonds 96,546 94,219 96,546 94,219 

	 The subordinated bonds were issued on 15 April 2005 and are unsecured, subordinated debt obligations of Powerco 
Limited. They have a tenure of five years and have an interest rate of 7.64% p.a. fixed until expiry on 15 April 2010.

b)	 Guaranteed bonds

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

7 year guaranteed bonds 100,000 100,000 100,000 100,000 

Adjustment for the fair value of the interest rate risk (3,901) (6,697) (3,901) (6,697)

Deferred funding cost (1,344) (1,835) (1,344) (1,835)

9 year guaranteed bonds 100,000 100,000 100,000 100,000 

Adjustment for the fair value of the interest rate risk (5,258) (8,389) (5,258) (8,389)

Deferred funding cost (1,808) (2,190) (1,808) (2,190)

11 year guaranteed bonds 50,000 50,000 50,000 50,000 

Adjustment for the fair value of the interest rate risk (3,205) (4,798) (3,205) (4,798)

Deferred funding cost (1,066) (1,219) (1,066) (1,219)

7 year guaranteed bonds 130,000 130,000 130,000 130,000 

Deferred funding cost (2,242) (2,771) (2,242) (2,771)

12 year guaranteed bonds 50,000 50,000 50,000 50,000 

Deferred funding cost (1,095) (1,213) (1,095) (1,213)

Carrying value of guaranteed bonds 410,081 400,888 410,081 400,888 
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	 $250 million of guaranteed bonds were issued on 29 March 2004 as unsecured debt obligations of Powerco Limited. 
The scheduled payments by Powerco Limited of interest and principal are guaranteed on an unsecured basis by US-
based XL Capital Assurance Inc (XLCA), a specialist financial guaranty organisation. The bonds expire on 29 March 
2011 (7 year bonds), 29 March 2013 (9 year bonds) and 29 June 2015 (11 year bonds). 

	 Interest on the bonds is fixed until maturity at the following rates: 
• 7 year guaranteed bonds	 6.22%
• 9 year guaranteed bonds	 6.39%
• 11 year guaranteed bonds	 6.53%

	 On 28 September 2005 a $180 million issue of guaranteed bonds took place, as secured unsubordinated obligations of 
Powerco Limited. The scheduled payments of interest and principal payable by Powerco Limited were again guaranteed 
on an unsecured basis by XLCA. The bonds expire on 28 September 2012 (7 year bonds) and 28 September 2017 (12 
year bonds). The interest rates on the bonds is fixed until maturity. 
• 7 year guaranteed bonds	 6.59%
• 12 year guaranteed bonds	 6.74%

	 Under the trust documents constituting the guaranteed bonds, Powerco Limited has covenanted to ensure that, if XLCA 
defaults on its obligations under the financial guaranty, Powerco Limited will procure sufficient number of its subsidiaries 
to guarantee its obligations under the guaranteed bonds by signing a subsidiary guarantee so that at all times the total 
tangible assets of the Company and all guaranteeing subsidiaries exceeds 85% of the total tangible assets of the Group. 
As at 30 June 2008, no subsidiary guarantee had been executed.

	 The guaranteed bonds are secured against the network assets of Powerco Limited through the Security Trust Deed.

c)	U S dollar private placement

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

11 year US dollar private placement notes 94,165 94,165 94,165 94,165 

Adjustment for fair value of the interest rate and 
currency risk (21,081) (27,026) (21,081) (27,026)

Deferred funding costs (513) (594) (513) (594)

12 year US dollar private placement notes 90,802 90,802 90,802 90,802 

Adjustment for fair value of the interest rate and 
currency risk (20,195) (26,157) (20,195) (26,157)

Deferred funding costs (525) (596) (525) (596)

13 year US dollar private placement notes 109,299 109,299 109,299 109,299 

Adjustment for fair value of the interest rate and 
currency risk (24,179) (31,597) (24,179) (31,597)

Deferred funding costs (663) (742) (663) (742)

Carrying value of the US dollar  
private placement 227,110 207,554 227,110 207,554 

	 The US dollar private placement note issue took place on 25 November 2003 to private US investors. The US dollar 
private placement notes are debt obligations of Powerco Limited. The coupon payments are semi-annual and the note 
issue expires 25 November 2014 (11 year), 25 November 2015 (12 year), and 25 November 2016 (13 year). The notes 
are secured against the network assets of Powerco Limited through the Security Trust Deed. 

	 Interest on the notes is fixed until maturity at the following rates:
• 11 year US dollar private placement notes	 5.47%
• 12 year US dollar private placement notes	 5.57%
• 13 year US dollar private placement notes	 5.67%
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d)	�C ommercial paper facility and bank debt drawn down under the standby facility as part of the commercial 
paper programme

	 Powerco Limited has established a commercial paper facility to enable the company to borrow money from the capital 
market. The programme is supported by a cash advance facility of $200 million with a syndicate of banks made up of 
Commonwealth Bank of Australia, Westpac Banking Corporation and ANZ National Bank. This facility expires in August 
2009. The facility has the benefit of the Security Trust Deed dated 10 March 2005 as a Senior Secured Debtor Facility 
and, as such, the principal is secured against the network assets of Powerco Limited. At 30 June 2008 a sum of $45 
million, which includes an interest portion of $1.004 million of 90-day bills at a weighted average interest rate of 9.15%, 
with varying maturity dates, had been drawn down under the commercial paper programme (2007: $150 million was 
drawn down under the commercial paper programme which included an interest portion of $3.017 million at a weighted 
average interest rate of 8.15%). An amount of $105 million has been drawn on the standby facility at 30 June 2008, at a 
weighted average rate of 8.91% (2007: 9.17%). As at year end the carrying value approximates the fair value.

e)	C ommercial bank debt
	 A $160 million Term Loan Facility agreed and drawn in August 2004, expiring August 2009, which was used to refinance 

the remaining tranche of the Asset Purchase Facility used to fund the acquisition by Powerco Limited of United 
Networks Limited (UNL) assets. The Term Loan Facility is jointly provided through Commonwealth Bank of Australia, 
Westpac Banking Corporation and ANZ National Bank, each with an equal share. The interest rate on the $160 
million Term Loan Facility is currently 9.43%. The Term Loan Facility has the benefit of the Security Trust Deed, for the 
purposes of which it is designated as a Senior Secured Debt Facility and thus secured against the network assets of 
Powerco Limited. As at 30 June 2008 a sum of $160 million had been drawn (2007: $160 million drawn with an interest 
rate of 8.71%).

	 During the period Powerco Tasmania, a wholly-owned subsidiary of Powerco Limited, refinanced its AU$130 million 
revolving cash facility into a AU$90 million term loan facility and a AU$40 million cash advance facility with Westpac 
Banking Corporation, expiring in August 2012 and August 2010 respectively. As at 30 June 2008 Powerco Tasmania 
had drawings of NZ$113.5 million (AU$90 million) on the term loan facility at an interest rate of 8.095%, and drawings 
of NZ$45.4 million (AU$36 million) at a average rate of 8.05%. As at 30 June 2007 the previous facility was drawn to 
NZ$112.5 million (AU$102 million).

	 During the period Powerco Limited increased the revolving cash advances tranche of the existing $230 million Standby 
Cash Advances Facility from NZ$30 million to NZ$60 million. The purpose of this facility is the short-term funding of 
development capital expenditure and the facility will be drawn down and repaid as funding is required. This additional 
amount of the facility is jointly provided by Westpac Banking Corporation, ANZ National Bank and Commonwealth Bank 
of Australia and is due to expire on 3 August 2009. As at 30 June 2008 NZ$45 million was drawn on the facility at a 
weighted average interest rate of was 9.06% (2007: NZ$30 million drawn at a rate of 8.59%).

	 As at the reporting date the carrying value approximates the fair value as interest rates are reset each quarter.

f)	C ovenants
	 Powerco Limited has covenanted with all counterparties to ensure certain financial criteria are met throughout the term 

of the debt agreements. There have been no covenant breaches to date.

13.	 Provisions

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Non-current liabilities:

Employee entitlements 527 337 412 337 

Total non-current liabilities 527 337 412 337

Current liabilities:

Employee entitlements 2,378 2,186 2,039 1,866 

Disconnection of gas ICPs - 790 - 790 

Total current liabilities 2,378 2,976 2,039 2,656 

The provision for employee entitlements relates to employee benefits such as accrued wages, bonuses, accrued holiday pay 
and long-service leave. The provision is affected by a number of estimates, including the expected employment period of 
employees and the timing of employees utilising the benefits. The majority of the provision is expected to be realised within 
the next two years.
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Movements in provisions

Disconnections 
of gas ICP's

NZ$000
Total

NZ$000

As at 30 June 2006 - - 

Arising during the year 790 790 

Utilised amounts - - 

As at 30 June 2007 790 790 

Arising during the year - - 

Unused amounts reversed during the period 790 790 

As at 30 June 2008 - - 

14.	 Trade And Other Payables

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Trade payables and accruals 31,141 27,644 23,142 19,914 

Interest payable 9,906 7,431 8,092 7,431 

Related party payable 496 1,925 496 1,925 

41,543 37,000 31,730 29,270 

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs.

The Directors consider that the carrying amount of trade payables approximates their fair value.

15.	 Other Current Liabilities

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Deferred government grant 1,519 1,306 - - 

Unclaimed monies (note 19) 1,687 1,828 1,687 1,828 

3,206 3,134 1,687 1,828 

A proportion of revenue in advance is recognised as revenue in the Income Statement each month. This amount is 
determined by calculating a set percentage of the depreciation charge of the capitalised project costs. The income is being 
recognised over 40 years. Further details of this government grant are given in note 29.

Unclaimed monies are funds held on behalf of shareholders who cannot currently be located. The corresponding asset for 
these funds has been shown in note 19.

16.	 Overdraft and Working Capital Advances Facility

Powerco Limited operates a wholesale capital advance facility with Commonwealth Bank of Australia for up to $30 million. As 
at 30 June 2008, the full $30 million was drawn down on the facility (2007: funds drawn of $30 million). The facility is based 
on a revolving credit arrangement and, as such, does not have set repayment dates. The facility is due to expire on 22 March 
2011. The facility has the benefit of the Security Trust Deed, as a Senior Secured Debt Facility. This facility had interest rates 
ranging from 8.15% to 8.50%.

At 30 June 2008 Powerco Limited's operating bank account was overdrawn to the extent of $.05 million (2007: $1.561 
million). The overdraft interest rate on this facility at that date was 10.5%. 

As at 30 June 2008, Powerco Tasmania, a wholly-owned subsidiary of Powerco Limited, had cash and deposits of $13.53 
million (AU$10.73 million ). In the comparative period, there were cash and deposits of $0.834 million (AU$0.757 million)). 
The interest rates ranged from 3.9% to 7.9%.

There is no right of set-off between any of the facilities.
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17.	 Property Plant And Equipment

Land and
buildings

NZ$000

Plant and
equipment

NZ$000

Network
systems
NZ$000

Work in
progress

NZ$000
Total

NZ$000

Group

Gross carrying value

Balance at 30 June 2006 11,063 30,039 2,037,779 106,529 2,185,410 

Transfers 294 (6,956) 230,675 (224,013) - 

Additions 21 291 1,753 139,429 141,494 

Disposals (805) (59) (12,386) (2,221) (15,471)

Net foreign currency exchange differences (16) (273) (52,765) 34,083 (18,971)

Balance at 30 June 2007 10,557 23,042 2,205,056 53,807 2,292,462 

Transfers - 788 81,080 (81,868) - 

Additions 23 714 1,492 96,760 98,989 

Disposals - (40) (16,962) - (17,002)

Net foreign currency exchange differences 24 409 31,989 519 32,941 

Balance at 30 June 2008 10,604 24,913 2,302,655 69,218 2,407,390 

Accumulated depreciation

Balance at 30 June 2006 1,735 14,716 262,129 - 278,580 

Transfers - (3,336) 3,336 - - 

Disposals (55) (13) (2,083) - (2,151)

Depreciation expense 400 4,793 60,539 - 65,732 

Net foreign currency exchange differences - (97) (431) - (528)

Balance at 30 June 2007 2,080 16,063 323,490 - 341,633 

Transfers - - - - - 

Disposals - (23) (3,444) - (3,467)

Depreciation expense 377 3,601 67,178 - 71,156 

Net foreign currency exchange differences - 203 1,218 - 1,421 

Balance at 30 June 2008 2,457 19,844 388,442 - 410,743 

Net book value at 30 June 2007 8,477 6,979 1,881,566 53,807 1,950,829 

Net book value at 30 June 2008 8,147 5,069 1,914,213 69,218 1,996,647 

Aggregate depreciation allocated during the year is recognised as an expense and disclosed in note 2 to the Financial 
Statements.

There are no restrictions in titles relating to property, plant and equipment or items pledged as security for liabilities.

The annual review of property, plant and equipment showed that there was no impairment during the current financial year 
end. Refer to the accounting policies under critical accounting estimates and judgement "Useful lives of property, plant and 
equipment" for more information.
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Land and
buildings

NZ$000

Plant and
equipment

NZ$000

Network
systems
NZ$000

Work in
progress

NZ$000
Total

NZ$000

Parent

Gross carrying value

Balance at 30 June 2006 10,898 777 1,930,536 40,600 1,982,811 

Additions Through Business Amalgamations - 26,459 448 286 27,193 

Transfers 294 (6,955) 69,145 (62,484) - 

Additions - (3) 1,753 71,059 72,809 

Disposals (805) (59) (12,387) - (13,251)

Balance at 30 June 2007 10,387 20,219 1,989,495 49,461 2,069,562 

Transfers - 788 67,815 (68,603) - 

Additions 23 646 1,491 84,816 86,976 

Disposals - (4) (16,962) - (16,966)

Balance at 30 June 2008 10,410 21,649 2,041,839 65,674 2,139,572 

Accumulated depreciation

Balance at 30 June 2006 1,735 599 258,679 - 261,013 

Additions Through Business Amalgamations - 13,277 (166) - 13,111 

Transfers - (3,336) 3,336 -  - 

Disposals (55) (13) (2,082) - (2,150)

Depreciation expense 400 4,318 58,141 - 62,859 

Balance at 30 June 2007 2,080 14,845 317,908 - 334,833 

Transfers - - - -  - 

Disposals - (3) (3,444) - (3,447)

Depreciation expense 377 3,224 61,238 - 64,839 

Balance at 30 June 2008 2,457 18,066 375,702 - 396,225 

Net book value at 30 June 2007 8,307 5,374 1,671,587 49,461 1,734,729 

Net book value at 30 June 2008 7,953 3,583 1,666,137 65,674 1,743,347 

Capitalised borrowing costs

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Borrowing costs capitalised during the financial year - 6,043 - - 

Weighted average capitalisation rate on funds 
borrowed generally - 6.49% - - 



35POWERCO ANNUAL REPORT 2008

18.	 Other Intangible Assets at Cost

Software
NZ$000

Incentive
payments - 

commercial
NZ$000

Incentive
payments - 
residential

NZ$000
Total

NZ$000

Group

Gross carrying value

Balance at 30 June 2006 14,010 - - 14,010 

Additions 1,291 2,940 166 4,397 

Net foreign currency exchange differences - (116) (7) (123)

Balance at 30 June 2007 15,301 2,824 159 18,284 

Additions 391 2,118 102 2,611 

Net foreign currency exchange differences - 575 31 606 

Balance at 30 June 2008 15,692 5,517 292 21,501 

Accumulated amortisation

Balance at 30 June 2006 2,580 - - 2,580 

Amortisation during the period 2,678 149 78 2,905 

Net foreign currency exchange differences - (6) (3) (9)

Balance at 30 June 2007 5,258 143 75 5,476 

Amortisation during the period 1,803 138 79 2,020 

Net foreign currency exchange differences - 31 17 48 

Balance at 30 June 2008 7,061 312 171 7,544 

Net book value at 30 June 2007 10,043 2,681 84 12,808 

Net book value at 30 June 2008 8,631 5,205 121 13,957 

Software
NZ$000

Total
NZ$000

Parent

Gross carrying value

Balance at 30 June 2006 14,010 14,010 

Additions 1,291 1,291 

Net foreign currency exchange differences - - 

Balance at 30 June 2007 15,301 15,301 

Additions 391 391 

Net foreign currency exchange differences - - 

Balance at 30 June 2008 15,692 15,692

Accumulated depreciation

Balance at 30 June 2006 2,580 2,580 

Amortisation during the period 2,678 2,678 

Net foreign currency exchange differences - - 

Balance at 30 June 2007 5,258 5,258 

Amortisation during the period 1,802 1,802 

Net foreign currency exchange differences - - 

Balance at 30 June 2008 7,060 7,060

Net book value at 30 June 2007 10,043 10,043 

Net book value at 30 June 2008 8,632 8,632 
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19.	 Other Current Assets

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Unclaimed monies 1,687 1,828 1,687 1,828 

Related party receivables - 76 - 1,051 

1,687 1,904 1,687 2,879 

Unclaimed monies are funds held on behalf of shareholders and bondholders who cannot currently be located. The liability 
for these funds has been shown at note 15.

20.	In vestment In Subsidiaries

Powerco Limited's principal activity is electricity and gas line distribution and the company has invested in the following 
significant subsidiaries:

Ownership interest  
and voting rights

Subsidiary companies Principal activity Location
Balance 

Date 30 June 08 30 June 07

Powerco Holdings Limited (NZ) Non-trading New Zealand 30 June 100 100

Powerco Australia Group Pty Limited Non-trading Australia 30 June 100 100

Powerco Tasmania Pty Limited Gas reticulation and 
distribution Australia 30 June 100 100

Powerco Energy Services Pty Limited Electrical/Gas field 
services and contracting Australia 30 June 100 100

Option One Pty Limited Gas retailing Australia 30 June 100 100

Powerline Limited Non-trading New Zealand 30 June 100 100

The following entity was amalgamated into Powerco Limited on 20 April 2007:

Powerco Network  
Management Limited

Provision of  
management services New Zealand

The Parent entity of the group is Powerco Limited. The ultimate Parent of the Group is Babcock & Brown Infrastructure 
Limited (BBIL).

Group Financial Statements are presented in New Zealand dollars. The amount of dividends paid from Powerco Limited to 
BBI Networks (NZ) Limited is not restricted, as long as certain covenants are satisfied as detailed in the Security Trust Deed.

During the current financial year Powerco Australia Group Limited (PAG) sold Powerco Energy Services Pty Limited (PES) 
to Powerco Holdings Limited (NZ) (PHL). During the year Powerco Limited increased its investment in PHL by $86.3 million. 
The increase was satisfied by the sale of the inter-company loan held with PAG totalling $53.9 million to PHL, cash paid of 
$12.5 million and an increase in the inter-company loan payable to PHL of $19.9 million. 

As at balance date, Powerco Energy Services Pty Limited was still in the process of being liquidated. 

21.	 Trade And Other Receivables

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Trade receivables 7,521 6,484 3,884 1,402 

Provision for doubtful debts (200) (2,277) (200) (200)

Unbilled sales 23,941 28,117 23,941 28,117 

Related party receivable 1,758 - - 1,791 

Prepayments 418 584 418 584 

Goods and Service Tax (GST) receivable 1,228 1,364 1,336 803 

34,666 34,272 29,379 32,497 
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Debtor ageing

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Not past due 28,044 28,613 25,220 28,541 

Past due 0 - 30 days 1,374 780 196 209 

Past due 30 - 60 days 1,092 404 450 480 

Past due 60 - 90 days 30 62 22 23 

Past due 90 - 120 days 95 75 52 56 

Past due 120+ days 2,385 2,390 1,685 1,801 

33,020 32,324 27,625 31,110 

Movement in allowance for doubtful/impaired trade receivables debt

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Balance at the beginning of the year (2,277) (2,490) (200) (200)

Amounts written off 2,077 - - - 

Foreign exchange movement - 213 - - 

Closing balance (200) (2,277) (200) (200)

The average credit or settlement terms for New Zealand is 7-30 days depending on the client and what is written in the 
use of settlement term agreement. For Australia the average credit or settlement terms are 30 days. The terms of credit for 
overdue accounts and the process of irrecoverable trade receivables is clearly stated in the use of settlement agreements. 
In the case of overdue accounts, a charge of use of money interest plus two percentage points can be charged. At year end 
there were no overdue accounts being charged interest. The overdue accounts relate to third party damages. Currently there 
is no collateral held for any overdue accounts. The Group undertakes transactions only with creditworthy counterparties 
and conducts active ongoing credit evaluation on the financial condition of customers and other trade receivables in order to 
minimise credit risk.

The related party receivable is unsecured and currently no interest is payable. The amount is payable on demand.

The doubtful debt write off relates to Powerco Energy Services Australia, which is in the process of being liquidated.  
The written off amount is AU$1.884 million.

22.	 Other Financial Assets And Liabilities

a)	 Powerco Limited enters into New Zealand dollar floating to fixed interest rate swap agreements to reduce the impact of 
changes in floating interest rates on its borrowings and thus reduce variability in cash flows. Fixed to floating instruments 
are entered into in order to hedge the changes in fair value of fixed rate New Zealand dollar debt. Powerco Limited also 
utilises cross currency interest swaps to hedge against the variations in interest costs and fair value of the US dollar 
private placement debt.

	 Derivative instruments are initially recognised at fair value on the contract date and subsequently measured at their fair 
value on the Balance Sheet. 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 (i) hedges of highly probable forecast transactions (cash flow hedges), or (ii) hedges of the fair 
value of recognised assets or liabilities or a firm commitment (fair value hedges).

	 At the inception of the hedge transaction, the Group documents the relationship between hedging instruments 
and hedged items, as well as its risk management objective and hedging strategy. The Group also documents its 
assessment, both at hedge inception and on an ongoing basis, of whether the derivatives used in hedging transactions 
are highly effective in offsetting changes in fair values or cash flows of hedged items.

(i)	 Cash flow hedges 
	 The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges 

are recognised in equity. The gain or loss relating to the ineffective portion is recognised immediately in the Income 
Statement. Amounts accumulated in equity are transferred to the Income Statement in the same period in which the 
hedged item affects the Income Statement.
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	 When a hedging instrument expires or is sold, 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 included in the Income Statement. When a forecast transaction is no longer expected to occur, the 
cumulative gain or loss reported in equity is immediately transferred to the Income Statement.

(ii)	 Fair value hedges
	 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 risk.

(iii)	 Derivatives that do not qualify for hedge accounting
	 Certain derivative instruments are undertaken as hedges of economic exposures but do not qualify for hedge 

accounting. Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are 
recognised immediately in the Income Statement.

	 The fair value of financial derivatives and fixed rate debt are determined by reference to the market quoted rates input 
into valuation models.

	 All derivative instruments are carried on the Balance Sheet at their fair values. Movements in the hedging reserve are 
shown in the Statement of Changes in Equity.

	 The Group holds the following financial instruments: (see notes below)

Group and Parent Group and Parent

30 June 08
NZ$000

30 June 07
NZ$000

30 June 08
NZ$000

30 June 07
NZ$000

Fair value hedges

1 - Interest rate swaps 350,000 350,000 (14,524) (23,647)

2 - US cross currency swaps 294,266 294,266 (65,455) (84,780)

Cash flow hedges

3 - Interest rate swaps 300,000 265,000 5,568 10,251 

Derivatives not in hedge relationships

4 - Interest rate swaps 60,000 60,000 2,021 3,531 

5 - Interest rate swaps 340,000 515,000 3,783 9,184 

6 - Interest rate swaps 575,000 475,000 7,211 13,002 

7 - Interest rate swaps 80,000 80,000 (2,492) (4,346)

8 - Interest rate swaps 80,000 80,000 2,034 3,799 

9 - Interest rate swaps 215,000 - (1,575) -

2,294,266 2,119,266 (63,429) (73,006)

	 1.	 Interest rate swaps
	 The Group receives New Zealand fixed interest rates and pays New Zealand dollar floating interest rates. These qualify 

for hedge accounting as fair value hedges and are entered into on terms matched to the underlying obligation.

	 2.	 US cross currency interest rate swaps
	 The Group receives US dollar fixed interest and pays New Zealand dollar floating interest. The hedge is both a fair value 

hedge and hedges the movements in currency that would affect interest payments and final repayment at maturity. 
These were entered into at terms to match the underlying obligation.

	 3.	 Interest rate swaps
	 The Group receives New Zealand dollar floating-interest rates and pays New Zealand dollar fixed interest. The hedge 

is to fix the variable floating obligations efficiently, as per the Hedge Policy and the Treasury Policy and is on matched 
terms. These are cash flow hedges.

	 4.	 Interest rate swaps
	 The Group receives New Zealand dollar floating interest rates and pays New Zealand dollar fixed interest. The hedge 

is to fix the variable floating obligations efficiently, as per the hedge policy and the treasury policy, and is on matched 
terms but not hedge accounted.
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	 5.	 Interest rate swaps
	 To swap back fixed New Zealand dollar debt converted to floating back to fixed debt. The swap is used to match the 

interest rate profile in accordance with the Board strategy and is on matched terms. Hedge accounting is not applied to 
these swaps.

	 6.	 Interest rate swaps 
	 To convert New Zealand dollar floating debt from 2 above to New Zealand dollar fixed debt. The swap is used to modify 

the debt profile in accordance with the Board strategy and is on matched terms. Hedge accounting is not applied to 
these swaps.

	 7.	 Interest rate swaps
	 To unwind floating to fixed swaps that existed when the hedging policy was changed. These are to offset previous 

interest rate swaps and match the terms of those including termination date and rolls. Hedge accounting is not applied 
to these swaps.

	 8.	 Interest rate swaps
	 Historical floating to fixed swaps which are offset by 7 above on matched term and roll basis. Hedge accounting is not 

applied to these swaps.

	 9.	 Interest rate swaps
	 To unwind portions of cash flow hedges. These hedges offset portions of swaps shown in 3, 4 and 5 above and are not 

hedge accounted. 

	 All cash flow hedges above are on matched terms. The Group's policy is to refloat any fixed rate debt, thus giving a 
totally floating portfolio, then re-hedge as per the parameters in the Treasury Policy. This has had the effect that some 
fixed rate hedges are applied against floating rate hedges. In line with NZ IAS-39 these are not able to be designated 
as hedges for accounting purposes and thus movements in the mark to market value of these is passed through to the 
Income Statement although they are implemented on matched terms.

	 The Group's New Zealand dollar and foreign currency fixed rate debt is converted to floating New Zealand dollar debt 
through the use of derivatives, with these exactly matching the term and nominal value of the debt. At the point of 
issue the nominal value of the bonds was equivalent to the fair value, and the fair value of the derivative was zero. The 
marking to market of the derivatives outlines movements in interest rates or currency rates.

	 Powerco Limited bonds are able to be traded on the NZDX and an active secondary market exists. This valuation 
method assumes a constant credit rating.

	 The fair value of financial instruments is disclosed in the Financial Statements as follows:

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Other current financial assets

Interest rate swap 2,817 - 2,817 - 

2,817 - 2,817 - 

Other non-current financial assets

Interest rate swap 18,052 39,767 18,052 39,767 

18,052 39,767 18,052 39,767 

Other non-current financial liabilities

US cross currency interest rate swap 65,455 84,780 65,455 84,780 

Interest rate swap 18,843 27,993 18,843 27,993 

84,298 112,773 84,298 112,773 

Fair value of assets and liabilities 63,429 73,006 63,429 73,006 
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b)	C urrency swaps
	 Under currency swap contracts, the Group agrees to exchange specified principal and interest foreign currency amounts 

at an agreed future date at a specified exchange rate (fixed for floating). Such contracts enable the Group to mitigate the 
risk of adverse movements in foreign exchange rates.

	 The following table details the currency swaps outstanding as at reporting date.

	 Outstanding contracts as at 30 June 2008

Group and Parent

Average 
interest rate %

Average
exchange rate

Contract value
NZ$000

Fair value
NZ$000

Over five years BKBM + 88 basis points 0.5947 294,266 (65,455)

Outstanding contracts as at 30 June 2007
Group and Parent

Average 
interest rate %

Average
exchange rate

Contract value
NZ$000

Fair value
NZ$000

Over five years BKBM + 88 basis points 0.5947 294,266 (84,780)

23.	 Financial Instruments

a)	C apital risk management
	 The Group manages its levels of debt and equity to ensure an efficient capital structure while maintaining certain 

internal financial ratios. Powerco's Treasury Policy specifies a long-term target for total debt divided by total capital. This 
is managed both by reviewing debt levels and altering distributions, which influence the balance of equity. Total capital 
includes non-current and current assets of the Group, which is equivalent to the equity and liabilities of the Group (refer 
to the Balance Sheet).

	 The Group also complies with financial covenants agreed to with lenders as part of financing agreements. These include 
a capital structure covenant comparing debt to debt plus equity, and a minimum net worth covenant as calculated by 
adding equity plus subordinated debt. As at 30 June 2008 all external covenants had been complied with.

b)	R isk management
	 The Group engages in business in Australia and New Zealand and has currency expenses relating to the Australian 

dollar and US dollar. In the normal course of events the Group is exposed to loss through:

	 (1)	 Market risk

	 (2)	 Credit risk

	 (3)	 Liquidity risk.

	 The Group's risk programme recognises the unpredictability of financial markets and seeks to minimise the potential 
adverse effects of market movements. The Group uses derivative financial instruments for this purpose, but does not 
engage in holding instruments for trading or speculation.

	 Management of this risk is performed in accordance with the policies approved by the Board of Directors. These cover 
both detailed policies and specific areas such as foreign exchange risk, interest rate risk, credit risk and liquidity risk as 
well as the use of derivatives and appropriateness of counterparties.

	 (1)	 Market risk

	 (i)	 Foreign exchange exposures
	 The Group operates in New Zealand and Australia and has foreign exchange exposures arising from US dollar debt 

and investments in Australian operations. This exposes the Group to potential gains and losses arising from currency 
movements.

	 The Group policy relating to US dollar debt is to minimise the exchange rate exposure by use of matching hedges taken 
out at the time the loans were drawn down. With regards to the independent foreign subsidiary, Powerco Australian 
Group Pty Limited, there is no net investment hedging.

	 (ii)	 Interest rate exposures
	 Interest rate risk is the risk that interest rates will change, increasing or decreasing the cost of borrowing or lending. The 

Company's and Group's short-term borrowings are on a floating daily interest rate. Non-current debt is funded by the 
fixed coupon bonds and Powerco's commercial paper programme based on 90-day Bank Bills.
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	 Powerco Limited has entered into interest rate swap agreements to reduce the impact of the changes in interest rates 
on its borrowings. As at 30 June 2008, Powerco Limited had interest rate swap agreements with registered banks. The 
weighted average of the interest rate swap agreements (excluding the reverse swap agreements) produce an interest 
rate of 6.77% p.a. Powerco's Treasury Policy specifies parameters regarding the levels of interest rate hedging, which 
are monitored by the Board on a monthly basis.

	 (2)	 Credit risk
	 Financial instruments with the potential to subject the Company and Group to credit risk principally consist of bank 

balances and accounts receivable. There are no significant concentrations of credit risk. These accounts are subject to a 
Board Prudential Supervision Policy, which is used to manage the exposure to credit risk. As part of this policy, limits on 
exposures have been set and are monitored on a regular basis. Cash deposits are made only with registered banks. The 
maximum credit risk is the carrying value. 

	 (3)	 Liquidity risk
	 Liquidity risk is the risk that the Company and Group may be unable to meet their financial obligations as they fall due. 

This risk is managed by maintaining sufficient cash and deposits, together with access to committed credit facilities. The 
company adheres to a Treasury Policy, approved by the Board of Directors, which specifies certain levels of liquidity that 
must be maintained for short term requirements and further stipulations regarding the timing of refinancing of upcoming 
debt maturities. Liquidity levels are forecast and monitored on a continuous basis.

c)	I nterest rate swap contracts
	 Under interest rate swap contracts, the Group agrees to exchange the difference between fixed and floating rate interest 

amounts calculated on agreed notional principal amounts. Such contracts enable the Group to mitigate the risk of 
changing interest rates on debt held. The fair value of interest rate swaps is determined by discounting the future cash 
flows using the yield curve at the reporting date. The average interest rate is based on the outstanding balances at 
the end of the financial year. The interest rate swaps settle on a quarterly basis, with the Group settling the difference 
between fixed and floating interest rates on a net basis.

	 The following table details the notional principal amounts and remaining terms of interest rate swap contracts 
outstanding as at reporting date:

Group and Parent 30 June 2008 Group and Parent 30 June 2007

Average 
contracted

fixed 
interest

rate

Notional 
principal

amount
NZ$000

Fair value
NZ$000

Average 
contracted

fixed 
interest

rate

Notional 
principal

amount
NZ$000

Fair value
NZ$000

Cash flow swaps

Less than 1 year 7.32% 20,000 211 6.48% 15,000 137 

1 to 2 years - - - - - -

2 to 5 years 7.05% 40,000 640 7.32% 20,000 377 

5 years + 6.77% 240,000 4,717 6.78% 230,000 9,737 

Total cash flow interest rate swaps 300,000 5,568 265,000 10,251 

Fair value swaps

Less than 1 year - - - - - -

1 to 2 years 7.64% 100,000 (2,160) - - -

2 to 5 years 6.31% 200,000 (9,159) 6.93% 200,000 (10,461)

5 years + 6.53% 50,000 (3,205) 6.44% 150,000 (13,186)

Total fair value interest rate swaps 350,000 (14,524) 350,000 (23,647)
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d)	 Forward foreign currency exchange contracts
	 The Group has entered into a cross currency swap to hedge the exchange rate and interest rate risk arising from the US 

private placement notes.

Average exchange rate Foreign currency Contract value Fair value

2008 2007
2008

(Dr)/Cr
$NZ000

2007
(Dr)/Cr

$NZ000

2008
(Dr)/Cr

$NZ000

2007
(Dr)/Cr

$NZ000

2008
(Dr)/Cr

$NZ000r

2007
(Dr)/Cr

$NZ000

5 years +  0.5947  0.5947 175,000 175,000 294,266 294,266 (65,455) (84,780)

 0.5947  0.5947 175,000 175,000 294,266 294,266 (65,455) (84,780)

e)	 Hedge movements recognised in the Income Statement

Group
30 June 08

NZ$000

Group
30 June 07

NZ$000

Parent
30 June 08

NZ$000

Parent
30 June 07

NZ$000

Loss arising on derivatives in a designated fair 
value hedge relationship (28,448) 69,720 (28,448) 69,720 

Gain arising on an adjustment for hedge items 
in a designated fair value hedge accounting 
relationship. 28,448 (69,720) 28,448 (69,720)

Net effect on profit for the period - - - - 

	 No items have been reclassified as measured at cost or amortised cost during the period.

f)	 Foreign currency sensitivity analysis
	 Powerco's foreign currency borrowings are 100% hedged against movements in the NZD/USD exchange rate. Any 

movements in the value or borrowings or the interest payable due to a movement in the exchange rate is offset by an 
equal and opposite movement in the value and cash flows applicable to the hedge. As such the sensitivity calculation 
shows no movement in either the Income Statement or Equity in relation to these borrowings.

g)	I nterest rate sensitivity analysis
	 The following table details the Group's sensitivity to a 100bp increase and decrease in the New Zealand interest rates, 

with all other variables held constant as at the reporting date. Powerco Limited uses the industry sensitivity rate of 
100bp when analysing volatility through interest rate movements. This represents management's assessment of the 
possible change in interest rates. This analysis includes cashflows on floating rate debt and interest rate derivatives, as 
well as movements in the interest rate swap curve.

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Net profit before tax +100bp 13,835 17,731 15,424 18,855 

Net profit before tax -100bp (14,888) (19,078) (16,477) (20,202)

Total equity +100bp 11,325 10,676 11,325 10,676 

Total equity -100bp (12,297) (11,577) (12,297) (11,577)

h)	L iquidity profile of financial instruments
	 These tables are based on the undiscounted contractual maturities of financial instruments, including interest payments 

and the future contractual settlements for derivatives. For non-derivative floating rate liabilities the forecast cash flow 
is based on the floating rate applicable as at the end of the reporting period. For the floating rate portion of derivative 
instruments the interest rate curve as at the end of the reporting period is used to derive applicable forward rates 
applicable to future settlements.
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The following table details the exposure to liquidity risk as at 30 June 2008. 

Weighted 
average 

effective 
rate

%

Less than 6 
months
(Dr)/Cr

$NZ000

6 - 12 
months
(Dr)/Cr

$NZ000

1-2 years
(Dr)/Cr

$NZ000

2-5 years
(Dr)/Cr

$NZ000

5+ years
(Dr)/Cr

$NZ000

Total 
contractual 
cash flows

(Dr)/Cr
$NZ000

Carrying 
amount 

(assets) / 
liabilities

(Dr)/Cr
$NZ000

Group 2008

Non-derivative financial liabilities

Trade and other payables 41,163 380 - - - 41,543 41,543 

Current unsecured 
borrowings - - - - - - - 

Non-current unsecured 
borrowings 7.64% 3,820 3,820 107,640 - - 115,280 96,546 

Current secured 
borrowings 10.50% 49 - - - - 49 49 

Non-current secured 
borrowings 8.06% 51,685 51,181 430,856 687,082 486,774 1,707,578 1,180,060 

Other current liabilities 
(note 15) 1,687 - - - - 1,687 1,687 

98,404 55,381 538,496 687,082 486,774 1,866,137 1,319,885 

Derivative (assets)/liabilities

Net settled interest rate 
swaps (3,364) (613) 1,053 1,508 (487) (1,902) 63,429 

(3,364) (613) 1,053 1,508 (487) (1,902) 63,429 

Parent 2008

Non-derivative financial liabilities

Trade and other payables 31,350 380 - - - 31,730 31,730 

Current unsecured 
borrowings - - - - - - - 

Non-current unsecured 
borrowings 7.64% 3,820 3,820 107,640 - - 115,280 96,546 

Current secured 
borrowings 10.50% 49 - - - - 49 49 

Non-current secured 
borrowings 8.06% 45,979 45,475 419,443 507,596 486,774 1,505,266 1,021,187 

Inter-company accounts 
and inter-company loan 18,291 - - - - - 18,291 

Other current liabilities 
(note 15) 1,687 - - - - 1,687 1,687 

101,176 49,675 527,083 507,596 486,774 1,654,012 1,169,490 

Derivative (assets)/liabilities

Net settled interest rate 
swaps (3,364) (613) 1,053 1,508 (487) (1,902) 63,429 

(3,364) (613) 1,053 1,508 (487) (1,902) 63,429 
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The following table details the exposure to liquidity risk as at 30 June 2007:

Weighted 
average 

effective 
rate

%

Less than 6 
months
(Dr)/Cr

$NZ000

6 - 12 
months
(Dr)/Cr

$NZ000

1-2 years
(Dr)/Cr

$NZ000

2-5 years
(Dr)/Cr

$NZ000

5+ years
(Dr)/Cr

$NZ000

Total 
Contractual 
Cash Flows

(Dr)/Cr
$NZ000

Carrying 
amount 

(assets) / 
liabilities

(Dr)/Cr
$NZ000

Group 2007

Non-derivative financial liabilities

Trade and other payables 37,000 - - - - 37,000 37,000 

Current unsecured 
borrowings - - - - - - - 

Non-current unsecured 
borrowings 7.64% 3,820 3,820 7,640 107,640 - 122,920 94,219 

Current secured 
borrowings 8.21% 183,449 30,611 - - - 214,060 208,544 

Non-current secured 
borrowings 7.59% 147,114 34,718 69,437 420,882 755,296 1,427,447 880,897 

Other current liabilities 
(note 15) 1,828 - - - - 1,828 1,828 

373,211 69,149 77,077 528,522 755,296 1,803,255 1,222,488 

Derivative (assets)/liabilities

Net settled interest rate 
swaps (3,452) (3,071) (1,920) (2,056) (3,833) (14,332) 73,006 

(3,452) (3,071) (1,920) (2,056) (3,833) (14,332) 73,006 

Parent 2007

Non-derivative financial 
liabilities

Trade and other payables 29,270 - - - - 29,270 29,270 

Current unsecured 
borrowings - - - - - - - 

Non-current unsecured 
borrowings 7.64% 3,820 3,820 7,640 107,640 - 122,920 94,219 

Current secured 
borrowings 8.21% 183,449 30,611 - - - 214,060 208,544 

Non-current secured 
borrowings 7.70% 34,659 34,719 69,437 420,882 755,296 1,314,993 768,443 

Other current liabilities 
(note 15) 1,828 - - - - 1,828 1,828 

253,026 69,150 77,077 528,522 755,296 1,683,071 1,102,304 

Derivative (assets)/liabilities

Net settled interest rate 
swaps (3,452) (3,071) (1,920) (2,056) (3,833) (14,332) 73,006 

(3,452) (3,071) (1,920) (2,056) (3,833) (14,332) 73,006 
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i)	 Fair values

	 The carrying value of cash and cash equivalents, trade and other receivables, other current assets, other current 
liabilities, trade and other payables and bank overdraft is equivalent to the fair value of these assets and liabilities.

	 The following tables detail the fair value of financial assets and liabilities

30 June 08 30 June 07

Carrying
amount
NZ$000

Fair
value

NZ$000

Carrying
amount
NZ$000

Fair
value

NZ$000

Group

Financial assets

Interest rate swaps 20,869 20,869 39,767 39,767 

20,869 20,869 39,767 39,767 

Financial liabilities

Subordinated bonds 96,546 96,546 94,219 94,219 

Guaranteed bonds 410,081 385,564 400,888 388,177 

US dollar private placement notes 227,110 227,110 207,554 207,554 

Commercial paper facilities 148,996 148,996 146,983 146,983 

Commercial bank debt 363,873 363,873 302,455 302,455 

Working capital advances facility (note 16) 30,000 30,000 30,000 30,000 

US cross currency interest rate swaps 65,455 65,455 84,780 84,780 

Interest rate swaps 18,843 18,843 27,993 27,993 

1,360,904 1,336,387 1,294,872 1,282,161 

Parent  

Financial assets

Interest rate swaps 20,869 20,869 39,767 39,767 

20,869 20,869 39,767 39,767 

Financial liabilities

Subordinated bonds 96,546 96,546 94,219 94,219 

Guaranteed bonds 410,081 385,564 400,888 388,177 

US dollar private placement notes 227,110 227,110 207,554 207,554 

Commercial paper facilities 148,996 148,996 146,983 146,983 

Commercial bank debt 205,000 205,000 190,000 190,000 

Working capital advances facility (note 16) 30,000 30,000 30,000 30,000 

US cross currency interest rate swaps 65,455 65,455 84,780 84,780 

Interest rate swaps 18,843 18,843 27,993 27,993 

1,202,031 1,177,514 1,182,417 1,169,706 

	 The fair value of financial assets and financial liabilities are determined as follows:
•	 For floating rate, debt carrying value approximates fair value due to continuing interest rate reset.
•	 For fixed rate debt, opposing floating rate derivative instruments matching tenor and term are used in offset position 

to calculate fair values. The movements in these derivatives approximate movements in market values.
•	 The fair value of financial derivatives and fixed rate debt are determined by reference to the market quoted rates 

input into valuation models.
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24.	A uditors' Remuneration

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Amounts paid or payable to the auditors for:

Audit of the Financial Statements 331 271 223 190 

Audit services 59 36 59 36 

Taxation services 954 705 954 705 

1,344 1,012 1,236 931 

The following types of services were performed for each category above:

Audit services:
•	 Audit of regulatory disclosure statements

Taxation services:
•	 Tax returns, depreciation review, due diligence assistance
•	 Tax provision review, review of tax calculations, assurance on tax implications

25.	L ease Obligations

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Lease payments under operating leases 
recognised as an expense in the period 1,173 864 461 864 

Operating lease obligations payable after balance date 
on non-cancellable leases are as follows:

Within one year 1,120 639 797 639 

Between 1-5 years 389 733 386 733 

More than 5 years 185 189 185 189 

 1,694 1,561 1,368 1,561 

Operating lease payments represent rentals payable by the Group for certain office properties, vehicles and office 
equipment. Property leases are negotiated for a term of one to five years, with rights of renewal on most leases. Office 
equipment leases are for a term of three years, with rights of renewal.
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26.	 Notes To The Cash Flow Statement

(a)	 Financing facilities

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Secured cash advances facility, reviewed  
annually and payable at call:

Amount used 90,392 142,455 45,000 30,000 

Amount unused 20,044 30,870 15,000 - 

110,436 173,325 60,000 30,000 

Wholesale capital advance facility with  
Commonwealth Bank of Australia (CBA):

Amount used 30,000 30,000 30,000 30,000 

Amount unused - - - - 

30,000 30,000 30,000 30,000 

Commercial paper programme, supported by a 
cash advance facility, supported by Westpac,  
ANZ and CBA:

Amount used 150,000 150,000 150,000 150,000 

Amount unused 50,000 50,000 50,000 50,000 

200,000 200,000 200,000 200,000

	 All other commercial bank facilities are fully drawn as at 30 June 2008 and 30 June 2007 (refer to note 12(e) for 
details). As at 30 June 2007 Powerco Tasmania operated a AU$130 million revolving facility, during the period this was 
refinanced into a AU$90 million term loan and AU$40 million revolving facility.

(b)	 Significant non-cash items
	 During the current financial year the Parent Company, Powerco Limited increased its investment in its subsidiary 

company, Powerco Holdings Limited (PHL), by $86.3 million. This was effected through the sale of an inter-company 
loan of $53.9 million, cash advance of $12.5 million and the balance being a movement in the inter-company accounts. 
As such only $12.5 million of this transaction involved cash, with the balance non-cash.

27.	 Segmental Reporting

For management purposes, the Group is currently organised into three operating divisions:

1)  Electricity lines –  electricity line distribution

2)  Gas lines –  gas line distribution

3) � Gas reticulation, gas contracting and gas retailing –  gas line distribution

–  gas contracting services

–  retailing of gas
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For the year ended 30 June 2008

Electricity
lines

NZ$000

Gas
lines

NZ$000

Gas
reticulation,

contracting &
retailing
NZ$000

Unallocated
NZ$000

Eliminations
NZ$000

Total
NZ$000

Revenue

External sales 293,842 51,850 16,821 4,435 - 366,948 

Inter-segment sales - - - 2,279 (2,279) - 

Total revenue 293,842 51,850 16,821 6,714 (2,279) 366,948 

Result

Segment result from continuing 
operations 105,543 29,321 (5,070) (9,404) - 120,390 

Finance costs (102,147)

Profit before tax 18,243 

Income tax expense (24,740)

Net loss for the period (6,497)

Other Information

Capital additions 75,941 11,429 14,230 - - 101,600 

Depreciation and amortisation 55,883 10,760 6,533 - - 73,176 

Balance Sheet

Assets

Segment assets 1,397,631 383,351 280,872 41,119 - 2,102,973 

Liabilities

Segment liabilities 7,027 368 64,498 1,548,148 - 1,620,041
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For the year ended 30 June 2007

Electricity
lines

NZ$000

Gas
lines

NZ$000

Gas 
reticulation 

contracting &
retailing
NZ$000

Unallocated
NZ$000

Eliminations
NZ$000

Total
NZ$000

Revenue

External sales 284,965 54,927 9,221 2,325 - 351,438 

Inter-segment sales - - - 1,791 (1,791) -

Total revenue 284,965 54,927 9,221 4,116 (1,791) 351,438 

Result

Segment result from continuing 
operations 105,542 30,626 (4,492) 24,381 - 156,057 

Finance costs (86,259)

Profit before tax 69,798 

Income tax expense (2,202)

Net profit for the period 67,596 

Other Information

Capital additions 65,793 8,305 71,793 - - 145,891 

Depreciation and amortisation 53,865 11,107 3,100 565 - 68,637 

Balance Sheet

Assets

Segment assets 1,383,560 380,873 225,849 64,600 - 2,054,882 

Liabilities  

Segment liabilities 7,351 1,386 58,531 1,453,040 - 1,520,308

	 Geographical segments

The Group's operations are located in New Zealand and Australia. 

The Group's New Zealand operations include electricity and gas line distribution.

The Group's Australian operations include gas reticulation, field services contracting and gas retailing.

The following table provides an analysis of the Group's sales to external customers by geographical market, irrespective  
of the origin of the goods or services. 

Continuing operations Discontinued operations Total

Year to
30 June 08

NZ$000

Year to
30 June 07

NZ$000

Year to
30 June 08

NZ$000

Year to
30 June 07

NZ$000

Year to
30 June 08

NZ$000

Year to
30 June 07

NZ$000

New Zealand 348,750 341,795 - - 348,750 341,795 

Australia 18,198 9,643 - - 18,198 9,643 

366,948 351,438 - - 366,948 351,438 

The following is an analysis of the carrying amount of the segment assets, and additions to property, plant and equipment 
and intangibles by the geographical area in which the assets are located.

Carrying amount of
segment assets

Additions to property
plant and equipment  

and intangibles

As at
30 June 08

NZ$000

As at
30 June 07

NZ$000

Year to
30 June 08

NZ$000

Year to
30 June 07

NZ$000

New Zealand 1,803,964 1,829,033 87,370 74,098 

Australia 299,009 225,849 14,230 71,793 

2,102,973 2,054,882 101,600 145,891 

The total amount of significant non-cash expenses was composed of deferred funding costs of $2.6 million for the 
unallocated segment (2007:$2.8 million).
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28.	D efined Contribution Plan

Defined contribution plan
The Group operates defined contribution retirement plans for all qualifying employees. The assets of the plan are held 
separately from those of the Group in funds under the control of trustees. Where employees leave the plan prior to vesting 
fully in the contributions, the contributions payable by the Group are reduced by the amount of forfeited contributions.

The total expense recognised in the Income Statement of $0.14 million (30 June 2007: $0.12 million) represents 
contributions payable to these plans by the Group at rates specified in the rules of the plans. As at 30 June 2008 there were 
no contributions that had not been paid over to the plans (2007: Nil).

Defined benefit plan
The Group has a small number of employees who are part of a multi-employer scheme. Under the plan, the employees are 
entitled to retirement benefits. No other post-retirement benefits are provided. The total expenses recognised in the Income 
Statement of $0.07 million (30 June 2007: $0.08 million) represents contributions payable to the plan. The Group has no other 
liability in respect to the scheme and should there be a deficit in the fund all benefit payments are guaranteed by the Crown.

29.	Cont ingent Liabilities And Commitments

CONTINGENT LIABILITIES

Significant regulatory events
Powerco and Vector Limited had their application for a judicial review of the Commerce Commission's and Government's 
decision to impose control over both companies' gas distribution businesses declined in December 2007. Costs have been 
awarded against Powerco and Vector. Powerco's share of costs has not been quantified and is not expected to exceed $1 
million. Powerco is currently considering appealing this decision.

The Commerce Commission issued a draft decision on control of gas distribution services for Powerco Limited and Vector 
on 5 October 2007. The draft decision proposes reducing Powerco’s gas distribution service charges by 42% in 2008, 
with annual allowable price changes thereafter of CPI -2% until 2011. Implementation of the Commission’s final decision 
is not expected until 1 October 2008. The impact of this process cannot be quantified at this stage and in any event the 
Commission’s decision will have no revenue impact on the 2007/08 financial year. 

On 19 December 2007 the Commission released its first Discussion Paper on its approach to the 2009 Electricity Threshold/
Default price path reset. The Discussion Paper included insufficient detail to allow any conclusions to be drawn about the 
shape of Powerco’s future X factor, other than to indicate that Powerco’s position relative to other distribution companies 
remains similar to that which applied for the 2004 Threshold. The 2009 Threshold reset is expected to be overtaken by the 
Government’s proposed changes to the Commerce Act to ensure additional transparency, consistency and investment 
incentives for infrastructure companies.

Legal claims
Powerco Limited has been named as a second defendant in a claim issued by Todd Energy Limited against Transpower Limited. 
The plaintiffs allege various breaches of the Commerce Act 1986 and claim various declarations and injunctions together with 
damages. The damages amount is presently unquantified. The claim is being defended by Powerco, which contends that it is not 
in breach of any of its obligations. No provision for the claim has been included in the Financial Statements.

Contracts 
Powerco Limited has a contract with Tenix Alliance New Zealand Limited (Tenix), which provides electricity and gas field 
services. There is a condition in the contract that states that a payment is made to Tenix for performing better than budgeted 
and a payment is made to Powerco Limited if performance does not meet budget. The amount of the payment is determined 
by a predetermined calculation in the contract on an annual basis. At this time, any payment for future periods to or from 
Powerco cannot be quantified.

Contribution from Tasmanian Government
In January 2004, prior to the acquisition, Powerco Limited received an establishment contribution from the State Government 
of Tasmania, amounting to AU$8 million, to build a gas distribution network in Tasmania. This payment covers procuring 
the gas distribution entity, with access to the necessary expertise, assets and financial capability to undertake the Stage 
1 Development Agreement with the Crown in Right of the State Government of Tasmania, dated 30 April 2003. There is a 
refund mechanism on sale of assets or the shares in the gas distribution entity whereby Powerco must repay the State an 
amount equal to the lesser of the establishment contribution or the asset/equity profit.

Powerco Tasmania has entered into a Deed of Settlement with the Tasmanian Government indemnifying the Government 
against any losses or damages on the constructed gas network for a period of 10 years. The extent to which an outflow of 
cash will be required is dependent on any claims being made by the Tasmanian Government in relation to this indemnity.

Fonterra
Fonterra has raised an issue with Powerco Limited about gas charges for the 2008/2009 year. The total amount in dispute is 
approximately $1.7 million. No legal proceedings have been issued and the companies continue to explore the issue.
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Commitments

Group Parent

30 June 08
NZ$000

30 June 07
NZ$000

30 June 08
NZ$000

30 June 07
NZ$000

Commitments for future capital expenditure resulting 
from contracts entered into:

Not longer than 1 year 23,551 23,671 23,551 23,671 

Longer than 1 year and not longer than 5 years 32,788 48,845 32,788 48,845 

Longer than 5 years - - - - 

56,339 72,516 56,339 72,516 

30.	 Subsequent Events

On 4 August 2008 Babcock & Brown Infrastructure Limited (BBI), the ultimate Parent of Powerco Limited, announced that 
following a number of unsolicited approaches it has commenced formal price discovery processes with respect to identifying 
partners to co-invest in up to 50% of its core assets Powerco Limited & WestNet Rail. This was in accordance with their 
announcement of 19 June 2008 initiating a Capital Management Review in order to ensure the maintenance of a strong 
Balance Sheet with capacity to fund future attractive organic growth opportunities.

31.	 Transactions With Related Parties

Trading transactions
Powerco Limited is a wholly owned subsidiary of BBI Networks (New Zealand) Limited (BBINNZ).

For the year ended 30 June 2008, Powerco Limited was charged quarterly management service fees totalling $1.985 
million (2007: $1.925 million) from BBI Networks (New Zealand) Limited, and Powerco Limited charged Powerco Tasmania 
Pty Limited management service fees of $2.279 million (2007: $1.791 million), as determined by the Service Agreements 
between the respective entities. As at 30 June 2008 the last quarter fees payable to BBI Networks (New Zealand) Limited 
were still outstanding (refer note 14). There was no receivable outstanding from Powerco Tasmania Pty Limited as at 30 
June 2008 (2007: $1.791 million). The payment terms are: "Payment is required when an invoice is provided from BBINNZ 
and the amount is set in recognition of the following services being provided: executive strategic management, corporate 
development and asset management operational advice and direction, corporate financial advice, strategic treasury 
management advice, corporate revenue and risk management advice and other corporate policy formulation and advice". 

Powerco Limited has inter-company accounts with its subsidiaries (2008: $18.291 million payable; 2007: $1.603 million 
receivable) . The majority of the movement relates to the advance of AU$10 million made to Powerco Holdings Limited to 
purchase shares in Powerco Australia Group. The inter-company advance is unsecured and no interest has been charged 
for the period. No interest is charged on inter-company accounts and there are no repayment terms.There are no inter-
company loans to subsidiaries in 2008 but in the previous financial year Powerco had one with Powerco Australia Group for 
$53.9 million. This inter-company loan was unsecured and interest was charged at market rates during the period. This loan 
incurred no interest in the current year (2007: $2.356 million). During the year the loan to Powerco Australia Group was sold 
to Powerco Holdings Limited, which sold it back to Powerco Australia Group in exchange for shares.

There were no trading transactions with Powerco Holdings Limited, Powerco Australia Group Pty Limited, Powerco Tasmania 
Pty Limited, Powerco Energy Services Pty Limited, Option One Pty Limited, and Powerlines Limited during the 2007 and 
2008 financial periods.

No expense has been recognised during the period in respect of bad or doubtful debts due from related parties.

Compensation of key management personnel
The remuneration of Directors and other members of key management during the year were as follows:

Group
year to

30 June 08
NZ$000

Group
year to

30 June 07
NZ$000

Parent
year to

30 June 08
NZ$000

Parent
year to

30 June 07
NZ$000

Short-term benefits 2,610 1,974 2,384 1,773 

Post-employment benefits 31 37 14 23 

2,641 2,011 2,398 1,796 

32	App roval Of Financial Statements

The Financial Statements were approved by the Board of Directors and authorised for issue on 22 September 2008.
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Audit Report to the Shareholders of Powerco Limited
We have audited the financial statements on pages 9 to 51. The financial statements provide information about the past financial 
performance and financial position of Powerco Limited and group as at 30 June 2008. This information is stated in accordance 
with the accounting policies set out on pages 15 to 22.

Board of Directors’ Responsibilities
The Board of Directors is responsible for the preparation, in accordance with New Zealand law and generally accepted 
accounting practice, of financial statements which give a true and fair view of the financial position of Powerco Limited 
and group as at 30 June 2008 and of the results of operations and cash flows for the year ended on that date.

Auditors’ Responsibilities
It is our responsibility to express to you an independent opinion on the financial statements presented by the Board of Directors.

Basis of Opinion
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial 
statements. It also includes assessing:

•	 the significant estimates and judgements made by the Board of Directors in the preparation of the financial 
statements, and

•	 whether the accounting policies are appropriate to the company and group circumstances, consistently applied  
and adequately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and performed our audit so 
as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient 
evidence to obtain reasonable assurance that the financial statements are free from material misstatements, whether 
caused by fraud or error. In forming our opinion we also evaluated the overall adequacy of the presentation of 
information in the financial statements.

Other than in our capacity as auditor and the provision of taxation advice, we have no relationship with or interests in 
Powerco Limited or any of its subsidiaries.

Unqualified Opinion
We have obtained all the information and explanations we have required.

In our opinion:

•	 proper accounting records have been kept by Powerco Limited as far as appears from our examination of those 
records; and

•	 the financial statements on pages 9 to 51:
-	 comply with generally accepted accounting practice in New Zealand;
-	 comply with International Financial Reporting Standards; and
-	 give a true and fair view of the financial position of Powerco Limited and group as at 30 June 2008 and the results of their 

operations and cash flows for the year ended on that date.

Our audit was completed on 23 September 2008 and our unqualified opinion is expressed as at that date.

Chartered Accountants 
Hamilton, New Zealand

This audit report relates to the financial statements of Powerco Limited for the year ended 30 June 2008 included on Powerco’s website. The Powerco Limited Board of Directors is responsible 
for the maintenance and integrity of Powerco’s website. We have not been engaged to report on the integrity of Powerco’s website. We accept no responsibility for any changes that may have 
occurred to the financial statements since they were initially presented on the website. The audit report refers only to the financial statements named above. It does not provide an opinion on any 
other information which may have been hyperlinked to/from these financial statements. If readers of this report are concerned with the inherent risks arising from electronic data communication 
they should refer to the published hard copy of the audited financial statements and related audit report dated 23 September 2008 to confirm the information included in the audited financial 
statements presented on this website. Legislation in New Zealand governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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