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Chairman and CEO Report

Overview
The six months to 30 September 2014 saw Pulse continue to grow its customer base leveraging the new 
product offerings, marketing channels and the Grey Power partnership developed in FY14. Electricity Authority 
statistics showed our customer numbers grew by 6,915 to 54,247 during the period, following on from our 
15,000 customers gained in the year to 31 March 2014. Pulse is now at a sustainable scale and is working to 
optimise its operations and financial performance. 

Pulse identified one of the key priorities for the year to 31 March 2015 to be putting an “A” management team 
in place. In July the management team was significantly enhanced by the appointment of a new Wholesale 
Hedging and Operations General Manager and a new CFO. Both come with significant experience and 
expertise in the industry and together with the existing members of the management team position us to 
deliver on shareholder and customer expectations.

Financial Performance in the half year
Total revenue increased by 44.4% to $55.4m from $38.3m in the prior comparable period (pcp) reflecting a 
56.5% increase in the average number of customers partially offset by changes in the customer mix. 

The winter period is usually expected to have lower margins for retailers as customer prices are the same 
throughout the year but higher winter demand usually results in higher wholesale market prices. The winter 
of the current financial year was expected to be particularly financially challenging as Pulse was still tied in 
to electricity derivatives put in place in previous years which were at prices substantially above the expected 
wholesale prices.

The Company continued to improve its credit management processes and this was reflected in bad debt 
expense falling to 0.8% of revenue from 1.6% in the pcp. Bad debt recoveries increased to $0.4m reflecting 
a one off sale of past bad debts and other collection initiatives.

Operating expenses (excluding the cost of electricity, line and meter expenses) grew by 23% on the pcp 
reflecting the much larger customer base but declined relative to the six months to 31 March 2014. The 
improvement relative to the six months to 31 March 2014 reflected lower sales related costs and improving 
other operating costs on a per customer basis.

Pulse’s EBITDAF (Earnings before interest, depreciation / amortisation, fair value adjustments and  
non-recurring items) declined from a loss of $0.9m to a loss of $2.6m.

A non-recurring item has been recognised in relation to the claims made by Pulse Utilities International 
Limited (PUIL), a non-related party. PUIL brought an action in the High Court of New Zealand under CIV 
2014-404-3011 which is now in the process of being withdrawn. The terms of the withdrawal have been 
agreed in principle but, other than that the terms include a payment of $250,000 to PUIL, are confidential. 
Each party including the plaintiff and the defendant are finalising documentation that this dispute is now 
fully and finally concluded. There is not intended to be any further comment beyond this statement as to 
the withdrawal, or the terms of the withdrawal, or the subject matter of the action unless for any reason the 
withdrawal process cannot be completed. This settlement has been treated as an adjustable subsequent 
event.

Depreciation and net finance costs reduced relative to the pcp leading to a loss before fair value movements 
on electricity derivatives of $3.7m relative to the pcp of $2.0m.

continues over
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Pulse holds a number of electricity derivatives to hedge its exposure to future changes in electricity prices. 
For accounting purposes, the electricity derivatives are valued based on the prices in the futures market 
on the reporting date. The derivative valuations revert to zero over the life of the instruments as actual 
payments and receipts occur and flow through EBITDAF. The change in valuation at each reporting date 
is reported in each period’s profit and loss below the EBITDAF line. The fair value movement recognised 
for the six months was a negative $6.3 million (pcp negative $1.4m) as futures market prices fell relative to 
those at 31 March 2014.

The overall loss for the six months was $10.0m (pcp $3.4m).

Further Progress since 30 September 2014
In October Pulse launched an offer of mandatory convertible notes (MCNs) which were to provide additional 
working capital to facilitate further growth. The MCN offer targeted raising $3m and succeeded in raising 
$3.91m with over subscriptions. In November we entered in to a new peak funding agreement with Buller 
Electricity Limited, our majority shareholder, which has a maturity in 2017 and provides up to $2.5m of 
financial support during our period of peak requirements following the 20th of each month. This facility 
replaced an existing loan which was expiring in November and a previous $1m peak funding facility which 
was to mature in 2015. The final element of our new financial arrangements will be concluding new banking 
facilities and the rationalisation of the existing financing arrangements. 

Since 30 September Pulse has launched natural gas and LPG offers. Pulse expects to increase its 
contribution from existing customers and to add additional customers who were reluctant to switch until 
gas was available given the dual fuel discounts common in the industry. 

October saw the Electricity Authority publish a new set of rules that allow an electricity retailer to protect 
themselves and their customers from marketing disruptions during a switch. Pulse has advocated for such 
a set of rules on the basis that the previous “save” process was unfair to the successful retailer, provided 
minimal benefit to the affected consumers and was a detriment to long term competition. The new rules take 
effect from 12 January 2015 and will reduce the cost of growing our customer base further. 

As anticipated the lower hedge costs from 1 October, combined with the larger customer base and changes 
in the cost structure of the business resulted in a strong EBITDAF in the October management accounts and 
a similarly strong result is anticipated for November.

Outlook
Pulse expects to be profitable at the EBITDAF line in the second half of FY15. The launch of gas products, 
the regulatory success, the new management team and operational initiatives and the new financing 
arrangements provide a solid platform to support continued and profitable growth as customers continue 
to be attracted to our commitment to transparency, simplicity and flexibility.

Chairman and CEO Report – continued

Frank Dooley
Chairman
12 December 2014

Gary Holden 
Chief Executive Officer 
12 December 2014

Condensed Statement of Comprehensive Income
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

$ $
Revenue
Retail electricity revenue 54,568,464 38,101,619
Meter services revenue 154,555 155,392
Interest income 238,854 87,462
Bad debts recovered 399,700 -
Total Revenue 55,361,573 38,344,473

Expenses
Electricity, line and meter expenses 51,031,111 33,673,368
Employee benefits expenses 3,196,201 2,581,794

l debts 446,249 619,998
Computers and communi 384,230 160,576
Sales and marke ng 942,189 770,782
Professional services fees 274,018 193,710
Other expenses 1,638,807 1,249,478
Opera ng Expenses 57,912,805 39,249,706

(2,551,232) (905,233)

Deprecia on and amor sa on (242,328) (334,210)
Finance costs (617,970) (271,263)
Amor sed share-based guarantee fees - (517,808)
Non-recurring item 17 (250,000) -

(3,661,530) (2,028,514)

Fair value gains/(losses) on electricity deriva ves 12 (6,326,810) (1,380,071)

(9,988,340) (3,408,585)

Income Tax Expense - -

Profit / (Loss) for the Period (9,988,340) (3,408,585)

(9,988,340) (3,408,585)

Profit / (Loss) for the Period i ributable to:
(9,988,340) (3,408,585)

(9,988,340) (3,408,585)

Earnings per Share:
Basic Earnings per Share 6 (0.029) (0.013)
Diluted Earnings per Share 6 (0.029) (0.013)

GROUP & PARENT

Profit / (Loss) before Income Tax

Equity Holders of the Parent

Equity Holders of the Parent
Total Comprehensive Profit / (Loss) for the Period i ributable to:

Profit / (Loss) Before Interest, Tax, Deprecia on, Amor sa on and Fair value 
Movements in Electricity Price Deriva es and Other Items

Profit / (Loss) before Fair Value Movements in Electricity Deriva es

Total Comprehensive Profit / (Loss) for the Period, Net of Tax

The ed notes form part of and are to be read in conjunc on with these Financial Statements 2

SIX MONTHS SIX MONTHS
ENDED ENDED

30-Sep-14 30-Sep-13
NOTE  UNAUDITED  UNAUDITED 

Condensed Statement of Comprehensive Income
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

The attached notes form part of and are to be read in conjunction with these Financial Statements
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Statement of Changes in Equity
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

$ $ $ $ $

As at 1 April 2013 35,789,599 37,536 106,018 (40,040,737) (4,107,584)

Loss for the period - - - (3,408,585) (3,408,585)
Other comprehensive income - - - - -

Total Comprehensive Loss for the Period - - - (3,408,585) (3,408,585)

Equity Transactions:
Share-based payments - - 6,415 - 6,415

37,536 (37,536) - - -

As at 30 September 2013 (Unaudited) 35,827,135 - 112,433 (43,449,322) (7,509,754)

As at 1 April 2014 40,197,295 - 51,398 (36,075,612) 4,173,081

Loss for the period - - - (9,988,340) (9,988,340)
Other comprehensive income - - - - -

Total Comprehensive Loss for the Period - - - (9,988,340) (9,988,340)

Equity Transactions:
Shares issued for cash 2,400 - - - 2,400
Share-based payments - - 6,036 - 6,036
Lapse or cancellation of employee share options - - (1,707) 1,707 -

As at 30 September 2014 (Unaudited) 40,199,695 - 55,727 (46,062,245) (5,806,823)

GROUP & PARENT

Non-refundable share options not exercised

The attached notes form part of and are to be read in conjunction with these Financial Statements 3

SHARE 
CAPITAL

SHARE 
OPTION 

RESERVE

EMPLOYEE 
EQUITY 

BENEFITS 
RESERVE

ACCUMULATED 
LOSS TOTAL

Statement of Changes in Equity
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

The attached notes form part of and are to be read in conjunction with these Financial Statements

Statement of Financial Position
AS AT 30 SEPTEMBER 2014

30-Sep-14 31-Mar-14
NOTE  UNAUDITED  AUDITED 

$ $
ASSETS
Non-Current Assets
Property, plant and equipment 1,206,104 1,303,330
Intangible assets 661,621 747,030
Security bonds 11 3,783,175 3,168,334
Electricity price derivatives 12 410,229 3,030,047

6,061,129 8,248,741
Current Assets
Cash and cash equivalents 54,557 903,269
Trade and other receivables 12,718,150 10,087,432
Electricity price derivatives 12 473,655 1,565,789

13,246,362 12,556,490
Total Assets 19,307,491 20,805,231

EQUITY AND LIABILITIES
Equity
Issued capital 7 40,199,695 40,197,295
Reserves 55,727 51,398
Accumulated loss (46,062,245) (36,075,612)
Total Equity (5,806,823) 4,173,081

Current Liabilities
Bank overdraft 35,481 -
Trade and other payables 15,066,928 11,074,204
Finance lease liability 77,079 100,884
Electricity price derivatives 12 412,952 417,860
Secured loans 9 1,699,461 1,699,512
Shareholder’s loans 10 2,307,213 504,279

19,599,114 13,796,739
Non-Current Liabilities
Finance lease liability 6,094 39,794
Unsecured loans 9 1,304,868 1,211,145
Electricity price derivatives 12 4,204,238 1,584,472

5,515,200 2,835,411

Total Liabilities 25,114,314 16,632,150
Total Equity And Liabilities 19,307,491 20,805,231

Net Tangible Assets per Share (0.019) 0.010

For and on behalf of the Board of Directors, dated 12 December 2014

Frank Dooley, Director Joseph van Wijk, Director

GROUP & PARENT

The attached notes form part of and are to be read in conjunction with these Financial Statements 4

Statement of Financial Position
AS AT 30 SEPTEMBER 2014

The attached notes form part of and are to be read in conjunction with these Financial Statements
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Statement of Cash Flows
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

30-Sep-14 30-Sep-13
NOTE  UNAUDITED  UNAUDITED 

$ $
Cash Flow from Opera ng Ac vi es
Receipts from customers 51,871,515 35,079,108
Interest received 95,352 87,462
Payments to suppliers and employees (54,039,145) (36,059,261)
Interest paid (118,756) (146,876)

Net Cash U sed in Opera ng Ac vi es 13 (2,191,034) (1,039,567)

Cash Flow from Inv g Ac vi es
Purchase of property, plant and equipment (49,842) (71,363)
Purchase of intangibles (9,851) (100,079)
Refund/(payment) for security bonds (378,361) 40,237

Net Cash U sed in Inv g Ac vi es (438,054) (131,205)

Cash Flow from Financing Ac vi es
Proceeds from issues of shares 2,400 -
Proceeds from shareholders loans 8,550,000 995,320
Repayment of shareholders loans (6,750,000) -
Repayment of finance leases (57,505) (36,772)
Repayment of other loans - (574,638)

Net Cash From Financing Ac vi es 1,744,895 383,910

Net decrease in cash held (884,193) (786,862)
Cash at the beginning of the period 903,269 32,871

Cash at the end of the period 19,076 (753,991)

Comprising:
Cash 54,557 -

(35,481) (753,991)

Cash at the end of the period 19,076 (753,991)

GROUP & PARENT

The ed notes form part of and are to be read in conjunc on with these Financial Statements 5

Statement of Cash Flows
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

The attached notes form part of and are to be read in conjunction with these Financial Statements

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

1. REPORTING ENTITY

The Company is an issuer for the purposes of the Financial  Act 1993.

2. BASIS OF PREPARATION
Measurement Base

Changes in Accoun ng Policies

• NZ IFRS 10 Consolidated Financial Statements
• NZ IFRS 12 Disclosures of interests in other 
• NZ IFRS 13 Fair Value Measurement 
• 

Standards Issued But Not Yet Effec ve

• 

Cri l Accoun ng Es s and Judgements
In the applica  of NZ IFRS, management is required to make judgements, ates and a  about carrying values of 
assets and lia  that are not readily apparent from other sources. The ates and associated a  are based on 
experience and other factors that are believed to be reasonable under the circumstances. Actual results may differ from the 

ates, judgements and a  made by management. ates and underlying a  are reviewed on an on-going 
basis. Revisions to a  ates are recognised in the period in which the ate is revised and in any future periods 
affected. Informa  about significant areas of a  uncertainty and  judgements in applying a  policies that 
have the most significant effect on the amounts recognised in the Financial Statements can be found in the previous annual report.

Pulse Energy Limited (the “Company”) is a company incorporated and domiciled in New Zealand, registered under the Companies 
Act 1993 and listed on the New Zealand Alterna ve Market.  The principal a vity of the Company is the retail sale of electricity as 
well as data management from intelligent metering, monitoring & control systems. 

The Interim Condensed Consolidated Financial Statements of the Company have been prepared in accordance with the Financial 
 Act 1993.

The Financial Statements include Pulse Energy Limited as an individual  and for the consolidated group comprising Pulse 
Energy Limited and its subsidiaries Pulse Metering Limited and  New Zealand Limited (together referred to as the 
“Group”). These consolidated Financial Statements were authorised for issue by the Board of Directors on 12 December 2014.

The Interim Condensed Consolidated Financial Statement of the Group, for the period ended 30 September 2014, were not audited 
or reviewed.

These unaudited Interim Condensed Consolidated Financial Statements have been prepared under the historical cost conv , as 
modified by the revalua  of deriva ves, and in accordance with NZ IAS 34: Interim Financial  and New Zealand 
Generally a  (NZ GAAP) as appropriate for profit-oriented , and should be read in conj
with the previous annual report.

Except as described below, the a  policies and methods of computa  are consistent with those used in the most recent 
annual report (31 March 2014) which can be obtained from Pulse Energy’s registered office or www.pulseenergy.co.nz.

The following new standards and amendments to standards were adopted for the first  for the financial year beginning 1 April 
2013:

Off  Financial Assets and Financial Lia  (Amendments to NZ IAS 32) and Disclosures: Off  Financial Assets and 
Financial Lia  (Amendments to NZ IFRS 7).

No new standards or amendments have been adopted for the first  for the financial year beginning 1 April 2014.

The Group has not elected to early adopt the following new standard:

NZ IFRS 15: Revenue from Contracts with Customers. This standard replaces NZ IAS 18: Revenue and related interpreta . 
NZ IFRS 15 is eff ve for annual periods beginning on or a  1 January 2017, with early a  . The Group is 
currently evalua  the impact of the new standard.

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014
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Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

3. SEASONALITY

4. SEGMENT REPORT

5. GOING CONCERN

The single operating segment of the Group is in the business of retail sale of electricity. Segment revenue is based on the 
geographical location of the segment assets. All segment revenues are derived in New Zealand.

The cost of electricity is subject to seasonal fluctuation due to: changes in demand which peaks in the first half of the financial 
year; and changes in energy costs over the same period which is higher due to more expensive generation running to meet the 
increased demand during winter months.  

The Board of Directors is the Chief Operating Decision Maker of the Company.  The Board meets on a monthly basis to assess the 
performance of the Group.  There are no material differences between the loss before income tax reported in the management 
report and the statement of comprehensive income.

It is the considered view of the Board of Directors that sufficient cash flows and undrawn facilities will be available to meet 
liabilities as they fall due.

The financial statements have been prepared on a going concern basis, the validity of which depends on the key assumptions set 
out below being realised in a manner consistent with the Group's expectations.

The Group had negative operating cash flows of $2,191,034 and an operating loss before interest, tax, depreciation, amortisation 
and fair value movements in electricity derivatives and other items of $2,801,232 for the period to 30 September 2014.

The Directors based their opinion that the Group is a going concern on the profit and cash flow forecast and assumptions for the 
12 months from the date of signing these accounts and on the continuing financial support from Buller Electricity Limited, the 
parent of the Group.  These forecasts assume long term sustainability from operations, continued customer growth and the 
implementation of some new initiatives.  Management are in the process of implementing a number of strategic initiatives to 
deliver the forecast results.

The value of assets and liabilities on the balance sheet includes the unrealised fair values recognised on the electricity derivative 
contracts.  These fair values are based on the forward price curve as at the reporting date and will change in the future as the 
forward price curves change.  Volatility in the electricity spot market impacts the fair value of the contracts but does not change 
the cash requirements of the contracts.  On a going concern basis the future cash payments under the contracts will be for 
electricity purchased at the contracted prices which are expected to align with the sales price of the electricity to the company’s 
customers. Fair value losses on these contracts for the period was the main driver of the negative equity reported as at 30 
September 2014.

The trading risks for the business are set out more fully in note 25 of the 2014 Annual Financial Statements.

Subsequent to balance date the Company issued $3.9 million dollars in convertible notes and also renegotiated loan agreements 
with its parent Buller Electricity Limited, refer to note 14 for further details.

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

6. EARNINGS PER SHARE

$ $
Profit / (Loss) attributable to parent interest (9,988,340) (3,408,585)

(9,988,340) (3,408,585)

332,007,584 258,404,141
337,018,352 264,475,182

Basic earnings per share (0.029) (0.013)
Diluted earnings per share (0.029) (0.013)

7. SHARE CAPITAL

No. $ No. $
Ordinary Shares
Opening Balance 331,987,475 40,197,295 258,404,141 35,789,599

Issued for cash - - 48,333,334 2,900,000
- - 16,666,667 1,000,000
- - 8,333,333 500,000

40,000 2,400 250,000 15,000

Equity Settled Share based Payments:
Equity raising costs - - - (44,840)

- - - 37,536

Closing Balance 332,027,475 40,199,695 331,987,475 40,197,295

Profit / (Loss) attributable to ordinary shareholders (basic and diluted) 

Basic weighted average number of ordinary shares issued
Diluted weighted average number of ordinary shares issued

GROUP & PARENT

GROUP & PARENT

YEAR ENDED

AUDITED

SIX MONTHS ENDED

UNAUDITED
30-Sep-14  31-Mar-14

On 1st July 2014 an employee exercised an option under the Employee Share Option Plan. This resulted in the issue of 40,000 
shares for a total of $2,400.

Issued for cash under the Share Purchase Plan
Buller Electricity Limited loan converted to shares
Issued to employee following exercise of employee share options

Non-refundable share options not exercised

SIX MONTHS
ENDED

30-Sep-13
 UNAUDITED 

SIX MONTHS
ENDED

30-Sep-14
 UNAUDITED 
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Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

8. TAXATION

9. THIRD PARTY LOANS

$ $

Secured loan 1,699,461      1,699,512      

Unsecured term loans at face value 1,693,800      1,693,800      

Opening fair value adjustment (482,655)        (650,388)        
Imputed interest at fair value recognised in profit & loss 93,723           167,733         
Fair value adjustment (388,932)        (482,655)        

    Unsecured loans - carrying value 1,304,868      1,211,145      

The unsecured loans are interest free and are repayable in July 2016.

10. SHAREHOLDERS LOANS

$ $

Shareholders loans 2,307,213      504,279         

A $500,000 term loan, advanced on 20 July 2012, is repayable on 20 November 2014 and accrues interest at 10% p.a.

In addi  to the above short term loan facility, Buller Electricity provided during the period an addi  $800,000 short term 
loan facility on similar terms and condi s. As at 30 September 2014 $800,000 was drawn under this facility which was fully 
repaid on 8 October 2014. 

The tax losses available to be carried forward to future years as at 31 March 2014 were $10,902,422 (2013: $6,524,560).  At 31 
March 2014 balance date, the Group did not recognise a deferred tax asset of $2,635,403 (2013: $1,946,977) in respect of 
deduc temporary differences amoun  to $9,412,154 (2013: $6,953,489).  Deferred tax assets are only recognised when it 
is probable that future taxable income would be available to u se the temporary losses.  The Group has not yet reached 
profitability for tax purposes and it is therefore considered premature to recognise the deferred tax asset un  profitability is 
achieved.

GROUP & PARENT

The secured loans, which include accrued interest of $2,461 (Mar-14: $2,512) based on interest rates of 6.23% (Mar-14: 5.5%, 
consist of short term money market advances drawn under a $2 million Mul  Op  Credit Line facility provided by Westpac 
Bank which expires on 30 September 2015. 

Shareholders loans consist of three loans advanced by Buller Electricity Limited. The loans include accrued interest of $7,213. All 
loans are secured by a general security agreement over all of the Group's present and a er acquired personal property.

Buller Electricity also provided a short term loan facility of up $1,000,000 which expires on 20 November 2014, is repayable on 
demand and accrues interest at  10% p.a. calculated daily on the value drawn. This was fully drawn on 30 September 2014 and 
was subsequently repaid on 10 October 2014.

9

SIX MONTHS YEAR
ENDED ENDED

30-Sep-14 31-Mar-14
 UNAUDITED  AUDITED 

GROUP & PARENT
SIX MONTHS YEAR

ENDED ENDED
30-Sep-14 31-Mar-14

 UNAUDITED  AUDITED

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

11. SECURITY BONDS

$ $
New Zealand Exchange Limited 17,791 462,060
Electricity lines businesses 1,843,620 1,772,990
Electricity deriva ve counterpar es 1,921,764 933,284
Security Bonds 3,783,175 3,168,334

12.ELECTRICITY PRICE DERIVATIVES

$ $
Current assets 473,655 1,565,789
Non-current assets 410,229 3,030,047
Fair value electricity price deriva ve asset 883,884 4,595,836

Current liabili es (412,952) (417,860)
Non-current liabili es (4,204,238) (1,584,472)
Fair value electricity price deriva ve liabili es (4,617,190) (2,002,332)

The non-cash total change in fair value of electricity price deriva ves recorded in the statement of comprehensive income of 
$6,326,810 loss (Interim 2013: 1,380,071 loss) is due to movements in electricity price hedges that have not been designated in a 
cash flow hedge rela onship.

In the normal course of business, the Group is exposed to a variety of financial risks which include vola ty in electricity wholesale 
prices. The Group's overall risk management programme focuses on the unpredictability of the electricity markets and seeks to 
minimise poten al adverse effects on financial performance. The Group uses deriva ve financial instruments to hedge these risk 
exposures.

Security bonds comprise of cash deposits with the New Zealand Exchange Limited (NZX) in its capacity as Clearing Manager in 
accordance with the Electricity Industry Par cipa on Code 2010, security deposits with electricity lines businesses in accordance 
with electricity network use of systems agreements, security deposits and ini al margins with electricity deriva ve counterpar es. 
Security is also provided in the form of bank guarantees (note 16).

$15,000 is held by the NZX in its role as trading exchange for the Company's shares.

10

GROUP & PARENT
SIX MONTHS YEAR

ENDED ENDED
30-Sep-14 31-Mar-14

UNAUDITED AUDITED

GROUP & PARENT
SIX MONTHS YEAR

ENDED ENDED
30-Sep-14 31-Mar-14

UNAUDITED AUDITED
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Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

$ $

Net loss for the period (9,988,340)     (3,408,585)     

Add/(less) non-cash items:
Deprecia 143,409         157,838         
Amor sa  of intangible assets 98,919           176,372         
Net fair value change in deriva 6,326,810      1,380,071      
Share-based payments 6,036              6,415              
Amor sa  of Buller Electricity Limited prepaid guarantee fee -                  517,808         
Amor sa  of imputed interest on unsecured loan 93,723           80,743            
Bad and doub ul debts 446,249         619,998         

7,115,146      2,939,245      

Movements in working capital
(Increase)/decrease in receivables (3,245,080)     (3,024,823)     
Increase/(decrease) in payables 3,927,240      2,454,596      

682,160         (570,227)        
Net cash flow from opera  ac (2,191,034)     (1,039,567)     

  

Key Management Personnel Compensa

During the six months the Group paid lines charges for network access of $755,196 (2013: $881,285). At balance date trade 
payables included $96,352 (2013: $46,102) associated with these charges.

The Chief Execu  Officer and the Directors are considered to be the key management personnel of the Company. The Chief 
Execu  Officer received salary and other short term benefits during the period of $175,000 (2013: $175,000) while the 
Directors received director's fees of $123,500 (2013: 103,500).

14. RELATED PARTY TRANSACTIONS
The Buller Electric Power Trust is the ul te parent of the Group. Sales to and purchases from related par s are made in arm's 
length transac s at normal market prices and on normal commercial terms.

Transac  with Parent Company
As at balance date Buller Electricity Limited provided a guarantee of $12,000,000 to Westpac Bank in support of bank facili s for 
the Group. Guarantee fees payable under this agreement totalled $301,142 (2013: $43,644) for the period. At balance date trade 
payables included $123,657 (2013: $29,096) of guarantee fees. 

Buller Electricity Limited provided a shareholder loan of $1,000,000 on 20 July 2012. The loan is repayable on demand and carries 
an interest rate of 10% p.a. At balance date $500,000 of this loan remained outstanding. Buller Electricity Limited also provides a 
$1,000,000 short term loan facility. This facility was increased during the period to $1,800,000. Interest of 10% p.a. is charged on 
drawings under the facility. Drawings under this facility for the period totalled $8,550,000 of which $6,750,000 was repaid. 
Interest of $45,635 (2013: $62,178) was charged on these loans during the period. 

Subsequent to balance date the $500,000 shareholder loan was repaid. In addi  the short term loan facility was renego ted 
resul  in an increase in the facility to $2,500,000 and an extension to 20 October 2017.
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13. RECONCILIATION OF REPORTED LOSS AFTER TAXATION WITH CASH FLOWS FROM                        
OPERATING ACTIVITIES

GROUP & PARENT
SIX MONTHS SIX MONTHS

ENDED ENDED
30-Sep-14 31-Mar-13

UNAUDITED UNAUDITED

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

Notes to the Interim Financial Statements
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2014

The following table provides an analysis of financial assets and financial liabilities by category:

FAIR VALUE 
THROUGH 
PROFIT OR 

LOSS

AMORTISED 
COST

TOTAL 
CARRYING 

VALUE

$ $ $
Period ended 30 September 2014 (Unaudited)
Cash and cash equivalents - 54,557 54,557
Trade and other receivables - 12,718,150 12,718,150
Security bonds - 3,783,175 3,783,175
Electricity price derivatives 883,884 - 883,884
Total Financial Assets 883,884 16,555,882 17,439,766

Trade and other payables - 15,066,928 15,066,928
Finance leases - 83,173 83,173
Electricity price derivatives 4,617,190 - 4,617,190
Shareholder's loan - 2,307,213 2,307,213
Secured loan - 1,699,461 1,699,461
Unsecured loan - 1,304,868 1,304,868
Total Financial Liabilities 4,617,190 20,461,643 25,078,833

Year ended 31 March 2014 (Audited)
Cash and cash equivalents - 903,269 903,269
Trade and other receivables - 10,087,432 10,087,432
Security bonds - 3,168,334 3,168,334
Electricity price derivatives 4,595,836 - 4,595,836
Total Financial Assets 4,595,836 14,159,035 18,754,871

Trade and other payables - 11,074,204 11,074,204
Finance leases - 140,678 140,678
Electricity price derivatives 2,002,332 - 2,002,332
Shareholder's loan - 504,279 504,279
Secured loan - 1,699,512 1,699,512
Unsecured loan - 1,211,145 1,211,145
Total Financial Liabilities 2,002,332 14,629,818 16,632,150

Fair values

The carrying value of other financial instruments also approximate their fair value except for the unsecured long term loan carried 
at amortised cost which has a fair value of $1,534,883. The fair value of this loan has been calculated using discounted cash flow 
analysis.

GROUP & PARENT

For financial instruments not quoted in active markets the Group uses valuation techniques, such as present value techniques, 
comparison to similar instruments for which market observable prices exist and other relevant models used by market participants. 
These valuation techniques use both observable and unobservable market inputs. A description of the significant unobservable 
inputs is provided later in this report.

Discounted cash flow analysis is used for various electricity price hedges that are not traded in an active market. As a result of this 
calculation it has been concluded that the carrying value of derivative contracts approximates the fair value.

15. FINANCIAL INSTRUMENTS

12
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•

•

•

LEVEL 1 LEVEL2 LEVEL 3 TOTAL
$ $ $ $

Period ended 30 September 2014 (Unaudited)
Electricity price deriva ves - contracts for difference - - (2,618,214) (2,618,214)
Electricity price deriva ves - futures - 53,063 - 53,063
Electricity price deriva ves - op ons - - (416,926) (416,926)
Electricity price deriva ves - financial transmission rights - - 1,123 1,123
Electricity price deriva ves - genera on purchase agreements - - (901,284) (901,284)

- 53,063 (3,935,301) (3,882,238)

Year ended 31 March 2014 (Audited)
Electricity price deriva ves - contracts for difference - - 2,234,959 2,234,959
Electricity price deriva ves - futures - 449,990 - 449,990
Electricity price deriva ves - op ons - - (523,154) (523,154)
Electricity price deriva ves - financial transmission rights - - (16,357) (16,357)
Electricity price deriva ves - genera on purchase agreements - 448,066 448,066

- 449,990 2,143,514 2,593,504

$ $
Balance at the beginning of the period 2,143,514 (5,785,603)

(6,078,815) 7,929,117
Balance at the end of the period (3,935,301) 2,143,514

Total gains/(losses) recognised in the Income Statement (within Fair value gains/(losses) in 
electricity deriva ves)

There were no transfers between Level 1 and Level 2 during the period, and no transfers into or out of Level 3 fair value 
measurements.

The following table shows the reconcilia on of fair value measurements categorised within Level 3 of the fair value hierarchy:

15. FINANCIAL INSTRUMENTS CONTINUED

GROUP & PARENT

The following table provides an analysis of financial instruments that are measured subsequent to ini al recogni on at fair value, 
grouped into levels 1 to 3 based on the degree to which the fair value is observable:

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in ac ve markets for iden cal assets or 
liabili es;
Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and
Level 3 fair value measurements are those derived from valua on techniques that include inputs for the asset or liability that 
are not based on observable market data (unobservable inputs) and is es mated by using a discounted future cash flow 
valua on model involving an adjusted observable applicable forward price curve and a discount rate.
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SIX MONTHS YEAR

ENDED ENDED
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UNAUDITED AUDITED 
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Notes to the Interim Financial Statements
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•

•

•

•

•

•

$ $
As at 30 September 2014 (Unaudited)
Contracts for differences - for location factor 84,887 (84,887)
Contracts for differences - for adjustment factor 1,099,599 1,099,599
Generation purchase agreements 9,751 (9,751)
Electricity options 22,391 (20,413)

As at 31 March 2014 (Audited)
Contracts for differences - for location factor 74,096 (74,096)
Contracts for differences - for adjustment factor 1,279,634 (1,279,634)
Generation purchase agreements 21,488 (21,488)
Electricity options 44,626 (39,154)

15. FINANCIAL INSTRUMENTS CONTINUED
Although the Group believes that the estimates of the fair value are appropriate, the use of different methodologies or 
assumptions could lead to different measurements of fair value. For the fair value measurements in Level 3 of the fair value 
hierarchy, the results of changing one or more of the following unobservable inputs used to reasonably possible alternative 
assumptions are provided in the table below:

For contracts for differences the most significant unobservable inputs relate to correlation of changes in prices between 
different Grid Exit Points (GXP). The location factor adjustment is based on the historic five year average location factors 
published by the Electricity Authority which ranges between 0.92 and 1.14. In addition an adjustment factor of 3% is applied 
based on the observable futures market.
For generation contracts the most significant unobservable inputs relate to correlation of changes in prices between different 
GXPs. The location factor adjustments range between 0.92 and 1.14.
For the electricity options, the most significant unobservable input relates to the use of the historic price path to determine 
forecast price spikes.

GROUP & PARENT

The favourable and unfavourable effects of using reasonably possible alternative assumptions for level 3 instruments have been 
calculated using the following assumptions:

Reasonably possible alternative assumptions for level 3 contract for differences have been calculated based on a 10% change 
from the mean and using the adjustment factor altered by 2% (for unfavourable) and 2% (for favourable).
Reasonably possible alternative assumptions for level 3 generation contracts have been calculated based on a 10% change 
from the mean.
Reasonably possible alternative assumptions for level 3 electricity options have been calculated by using a change in the 
historical price path.
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Leasing commitments

Future minimum rentals payable under non-cancellable operating leases at period end are as follows:

$ $
Within one year 722,187                  703,451                  
After one year but not more than five years 1,913,659              2,265,915              
Total Minimum Lease Payments 2,635,846              2,969,366              

Property, Plant and Equipment Commitments
There were no capital commitments at 30 September 2014 (31 March 2014: $Nil).

Guarantees and Security Agreement

Contingent Liability
There were no contingent liabilities.

There have been no other subsequent events.

On 12 November the Company received notice that Pulse Utilities International Limited (PUIL), an unrelated company which is in 
liquidation had filed High Court proceedings. The claims made by PUIL are now in the process of being withdrawn.  The terms of 
the withdrawal have been agreed in principle but, other than that the terms include a payment of $250,000 to PUIL, are 
confidential.  Each party, including the plaintiff and the defendant, are finalsing documentaton that this dispute is now fully and 
finally concluded. This has been treated as a non-recurring item in the Statement of Comprehensive Income.

16. COMMITMENTS AND CONTINGENCIES

The group has a five-year office lease agreement at Carlaw Park expiring December 2017. The Group does not have an option to 
purchase the leased asset at the expiry of the lease period.

The Group held commercial leases on three motor vehicles. The leases have three year lives with no renewal option.

Subsequent to balance date the Group successfully raised $3.9m in mandatory convertible notes. The notes mature on 31 October 
2017 and carry interest of 10% p.a. In addition the Group repaid a $500,000 shareholder loan and renegotiated a short term loan 
facility, refer to note 14 for further detail. 

17. SIGNIFICANT EVENTS AFTER BALANCE DATE

The Company has provided a first ranking General Security to Westpac bank as security for a bank overdraft facility, bank 
guarantees issued and advances under a Multi Option Credit Line facility used to meet the prudential security requirements of 
electricity lines companies and the Electricity Clearing House. the total value of bank guarantees on issue at 30 September 2014 
was $8,303,000 (31 March 2014: $6,587,500).

The Company has provided a second ranking General Security to its parent company, Buller Electricity Limited, as security for 
guarantees provided by Buller Electricity Limited to Westpac Bank in support of the bank facilities of the Company.
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