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THE NUMBERS

144 GWh 
GENERATION VOLUME
(119 GWh for year ending 31 March 2006)

239 GWh 
RETAIL LOAD
(220 GWh for year ending 31 March 2006)

$4.80
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30% increase in share price over year to 31 March 2007 
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GROSS DIVIDEND
Fully imputed fi nal cash dividend to be paid 
on 7 August 2006 (36c fully imputed for the 
year ending 31 March 2006)
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NET OPERATING CASHFLOW
($5.67m for the year ending 
31 March 2006)
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On behalf of the Directors I 
am very pleased to present the 
Annual Report of King Country 
Energy Limited for the year 
ended 31 March 2007. 

CHAIRMAN’S REPORT

Overview of results

The King Country Energy Group achieved an audited net profi t after tax 
(NPAT) of $4.67 million for the year ended 31 March 2007. This equates to a 
return of 6.9% on opening shareholder’s funds. The result is ahead of budget 
and includes the write off  of $0.95 million of expenses for the Mokau 
project. 

Earnings before interest, tax depreciation and amortisation (EBITDA) for the 
year was $9.12 million which is an increase of $1.40 million on the $7.72 
million recorded last year and ahead of our forecasts after allowing for the 
Mokau write off .

This fi nancial year began with high wholesale electricity prices and low 
levels and infl ows in the South Island lakes but prices dropped from mid year 
as infl ows increased and were very low in the autumn/summer period. The 
graph below shows the historic North Island wholesale electricity prices.

Sales volumes have increased 8% during the year as a consequence of growth 
in sales to existing customers and by the addition of a number of out of area 
contract customers, acquired through competitive tenders. This business has 
been won without compromise to our margins. A very good ski season has 
helped our results and the continued development of facilities on Mt 
Ruapehu hold the promise of improved sales during future winters.

Above average local generation volumes (+11.5%) and favourable hedge 
cover has allowed the company to service the growth in demand in electricity 
at an acceptable cost. Some growth in margin occurred when prices were 
adjusted for a small band of customers during the year. These adjustments 
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“The steady 
progress of 
our company 
over the past 
four years 
can only be 
attributed to 
the ongoing 
development 
of our staff 
whose 
commitment 
to service 
for our 
customers 
and 
community 
is deeply 
appreciated”
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were made to refl ect diff erences in the cost to supply. Margin growth has 
come from increased volumes and holding overhead and customer servicing 
costs.

The result for the year has been aff ected by the write off  of the costs 
associated with the unsuccessful application for resource consents for the 
proposed Mokau hydro scheme. These costs are considerable as they include 
not only our costs but also the costs of the district and regional councils. 
Costs of this magnitude have a disproportionate impact on smaller projects 
making large high impact projects where the potential rewards are great the 
most likely to be taken through the consent process.

Cash fl ow for the year has been strong and the company has maintained a 
debt free position while paying tax and fully imputed dividends. The 
company is very well placed to fund the construction of new generation 
projects once consents have been obtained.

Competitive Market

Nationally, rainfall in the main storage catchments increased in April/May 
and then stayed at slightly below average levels until November/December 
when there was a further increase in rainfall. A comparison of lake storage 
levels for 2006 against historic lake levels is depicted below.

As a result of this lake storage situation, the average wholesale electricity 
price at the North Island reference node (Haywards) was down at $59.91/
MWh for the fi nancial year compared to $89.92/MWh for last year. 

To counteract the hydro variability King Country Energy purchases electricity 
hedges, which eff ectively fi x the price of electricity purchases, to manage 
the risk of the volatility of wholesale electricity prices. Electricity hedges are 
purchased from other electricity market participants and the liquidity of the 
current hedge market in New Zealand continues to be a concern although 
King Country Energy has always been able to secure suffi  cient cover. 

The Electricity Commission appointed a Hedge Market Development Steering 
Group in 2004 who reported back in July 2006 with a number of 
recommendations. These were open to submission until late October 2006. 
Their key initiatives included;

• Compulsory web-based publication of key terms and conditions in 
contracts over a minimum quantity.

• Requesting EnergyHedge to further develop its services.
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• Hedge AC transmission costs by changing allocation of loss and constraint 
rentals.

• Model master agreement for purchase and sale of fi nancial contracts 
relating to electricity.

• The commission promoting greater understanding of planned outage 
and fuel stock information.

• A regular survey of participants to ensure that improvements are on 
track.

We believe that these initiatives are generally positive but the rate of 
development appears to be very slow. One potentially signifi cant event was 
the announcement by ANZ Bank that they intended to join EnergyHedge and 
trade on that facility for other market participants.

Despite the ongoing diffi  cult hedge market conditions, King Country Energy 
has continued to acquire adequate hedge cover, through bi-lateral 
negotiations with other market participants. This allows King Country Energy 
to cover our expected exposure to the wholesale electricity market under 
dry-year conditions, when we expect lower output from our hydro based 
generation. 

Regulatory Issues

Regulatory problems continue to plague the industry in many guises. 

King Country Energy has been impacted signifi cantly by the Resource 
Management Act (RMA) in its application for consents to build a new 
hydroelectric power scheme on the Mokau River. This application was 
notifi ed by the councils in March 2005 and a prehearing meeting was held in 
June 2005. Following a plethora of requests for additional information being 
made by the Regional Council the hearing was fi nally scheduled for August 
2006. Environment Waikato (EW) appointed three councillors to hear our 
application. In our renewal of existing consents (and for Mighty River Power) 
they appointed an experienced Commissioner to support councillors and 
ensure due process. King Country Energy believes that this would have been 
a fairer process for our Mokau hearing. We are now awaiting the date for the 
appeal hearing in the Environment Court which is expected in September.

The costs of these delays are very signifi cant with the impact of excessive 
time delays increasing capital costs and incurring replacement hedging costs 
to off set the lost generation.

TrustPower in their media release of the fi nancial results also commented on 
these RMA issues. In particular “The 2004 and 2005 amendments to the 
Resource Management Act have been ineff ective. Barriers which presently 
exist within the RMA consenting process need to be removed.” King Country 
Energy supports the position that TrustPower has taken.

The Electricity Commission continues to be active across a broad, and 
growing, front. While the staff  and the working groups aim to be fair we still 
believe that there is an inherent bias that appears in a number of its 
recommendations. The large industry players have wide representation on 
the Electricity Commission’s working groups and are of great assistance, 
however, their preference is for nationwide standards that make it hard for 

“Despite 
the ongoing 
difficult 
hedge market 
conditions, 
King Country 
Energy has 
continued 
to acquire 
adequate 
hedge cover, 
through 
bi-lateral 
negotiations 
with other 
market 
participants”
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smaller players and new entrants to create a niche in which they can compete 
eff ectively and thus, the impact does not promote competition. 

One example of this is in the Government desire for all industry participants 
to be members of an “approved complaints scheme”. King Country Energy 
has worked with the King Country Electric Power Trust to create a locally 
based scheme that is relevant to our consumers and have submitted it for 
approval. The Electricity Commission fi nally put out a discussion paper and 
consultation request on whether they should approve multiple schemes. 
This issue has been on the table for over two years now without a decision 
and there are three independent schemes operating in competition with the 
Government monolith the Electricity and Gas Complaints Commission. These 
three cover King Country Energy, BoPE and TrustPower.

The Electricity Commission is also undertaking a review of the operation of 
the wholesale electricity market which is scheduled for completion by the 
end of 2007. Also the Commerce Commission began a review of the market 
behaviour of generator/retailers in early 2006. This has no published 
completion time frame. These reviews add to the uncertainty that is endemic 
within the electricity sector.

Generation

Total generation from our own plant amounted to 143.8GWh for the year 
(66.9GWh from our local sites and 76.9GWh from our half of Mangahao 
Hydro Station), which was well ahead of our budget of 128.9GWh largely due 
to the fortuitous rainfall conditions in our local area when the South Island 
lakes were low. The generation income was lower than budget because of 
the signifi cant drop in average price to $59.91/MWh from $89.92/MWh last 
year.

The renewal of our Mokauiti station consent has fi nally been completed with 
the written decision signed off  by the Court in April 2007, a period of six years 
since the original hearing and ten years from the original application. These 
delays are very costly because of the consultant time involved but are not as 
critical for a consent renewal as we are still operating.

As previously reported the saga of our application to create a dam on the 
Mokau River is still continuing. We are hopeful that the Environment Court 
appeal will resolve the issue favourably in September 2007. This proposal 
would add an annual average 44GWh to our generation which is about 20% 
of our current requirement.

The excellent result from Mangahao this year has been enhanced by the 
output of the Mini hydro which is making a steady contribution to our 
generation. The fi rst full year of generation from the Mangahao mini hydro 
unit contributed 4.8GWh to our share.

Retail

Retail sales for the year were above our budget (223GWh) at 239GWh with 
good growth in domestic and contract volume throughout the year. This was 
enhanced by the long ski season that bolstered sales around the mountain in 
the fi rst half of the fi nancial year. Our position as a niche player in the market 

FINANCIAL CALENDAR
Final dividend announced 8 June 2007

Annual General Meeting 7 August 2007

Final dividend record date 10 August 2007

Final dividend payment 17 August 2007

Half-year results  November 2007

Interim dividend paid December 2007
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has reinforced our reputation as a dependable and trustworthy service 
provider. The above budget growth has shown the demand for our service.

Our customer services team continues to provide excellent service to our 
customers and management continually works to further improve effi  ciencies 
and streamline meter reading, billing and call centre processes.

The Lines Company (TLC) continued to experience diffi  culties with their 
billing operation through out the fi nancial year and this caused many 
problems for our customers and staff .

People

The steady progress of our company over the past four years can only be 
attributed to the ongoing development of our staff  whose commitment to 
service for our customers and community is deeply appreciated. The team is 
working together in ways which ensure that they deliver best in class 
service.

Governance

The Board has confi dence in the operation of the Corporate Governance 
framework that has been set up to monitor the management of the Group 
and compliance with all statutory obligations. The monthly Finance and 
Audit Committee meetings and informative monthly Board reporting 
maintains this confi dence level.

Your Directors are seeking an increase in the amount available to be disbursed 
as Directors’ fees. It has been four years since there was an increase in the 
size of the pool from which fees are paid. Directors believe an increase in the 
size of the pool is necessary to accommodate the appointment of a further 
director if that is found necessary, to allow additional fees to be paid when 
signifi cant unforeseen work, such as has been required by recent takeover 
activity is required of directors and to recognise the signifi cant improvement 
in the earnings and dividends achieved in recent years. It does not 
automatically follow that individual directors will benefi t from an increase in 
the size of the fee allocation.

Dividends

The Board’s policy is to return not less than 60% of NPAT to shareholders. 
Over recent years we have returned well above this minimum. The Board 
proposes to pay a fully imputed (tax paid) fi nal dividend of 12 cents per share 
(which is equivalent to a gross taxable dividend of 17.9 cents per share). The 
interim and fi nal dividend represent 96% of NPAT.

Together with the interim dividend of 12 cents per share (fully imputed) this 
will provide shareholders with a gross return of 35.8 cents per share or 7.5% 
based on the share price of $4.80 at the end of March 2007.

“Our
customer
service team 
continues
to provide 
excellent
service to our 
customers”
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Share Price

This year the share price moved between $3.70 and $4.30 until December 
when Todd Energy made their fi rst off er of $4.40 per share for all the shares 
in the company. This off er was not successful and a second off er of $5.00 per 
share to take their holding to 50.1% was lodged in March. This activity took 
the share price to a high of $5.00 per share and the year ended with the price 
at $4.80 per share.

The attached graph shows the King Country Energy share price history since 
inception.

The Board has continued to allow the Company’s shares to be traded on the 
Unlisted market. The performance of this trading platform is under 
continuing assessment in comparison with the NZAX and the NZX exchanges. 
The Board regularly reviews the market information and aims to ensure that 
shareholders are not disadvantaged. 

Outlook

The Board is very satisfi ed with the performance of the Company in the 2007 
year and expects to grow from this base in the coming years and provide 
similar levels of return to shareholders.

We expect to deliver an NPAT similar to the 2007 year. The benefi ts of 
increasing sales are likely to be off set by a return to more normal generation 
patterns.

Thank you

Once again the Directors would like to express their appreciation for the 
support and eff orts of the King Country Energy team. We are proud of our 
people and their performance. I would also like to thank our customers for 
their loyalty and support.

Tony Palmer
Chairman

KCE Share Price and Value Traded for last 12 months
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Weather conditions have been interesting this year with low South Island 
lake infl ows and levels and high prices initially while we had good generation 
in our own stations. In May 2006 the water levels began to rise and prices 
fell to average levels while we had good early snowfalls on the mountain 
creating a long ski season. Then in late autumn the rains came with a 
vengeance to the catchments of the main hydro storage lakes and electricity 
market prices fell well below average. The average price for the year was 
below average ($59.91/MWh at Haywards) and our generation was well 
above budget at both Mangahao and our local stations.

Retail Operations

Over the year, we grew our retail customer sales signifi cantly ahead of our 
budget targets. The focus of this growth has been in providing professional 
and personal service to customers in our local area and in the central North 
Island. King Country Energy has positioned itself as a niche player in the 
market and our service levels distinguish it from other participants. While 
we continue to pride ourselves on service there remain in the market large 
numbers of customers who will select an energy supplier on price alone. 
During the year King Country Energy has been able to secure a number of 
such customers without compromising its margins showing that its relative 
lack of size in the market is no barrier to gaining new customers. 

During the year King Country Energy made a promise to its domestic 
customers that it would hold it prices until at least the end of March 2008. 
This means domestic customers will not receive a price increase for a period 
of at least 30 months despite a generally rising trend in wholesale prices. 
Adjustments were made to the prices of contract, commercial and farming 
customers as the last step in a phased programme to remove pricing 
anomalies. Pricing to all customers now fairly refl ects their cost of supply. 
Despite this increase our prices to these customers remain very competitive 
and virtually no customers were lost.

We further refi ned our market support operational structure during the year 
and our customer service team has continued to improve performance in all 
aspects of customer service as measured by an independent research 
organisation. The graph below shows the consistent improvement in 
customer satisfaction over the past four years.

OVERVIEW OF 
OPERATIONS

Ap
r-0

4

M
ay

-0
4

Ju
n-

04

Ju
l-0

4

Au
g-

04

Se
p-

04

Oc
t-0

4

No
v-

04

De
c-0

4

Ja
n-

05

Fe
b-

05

M
ar

-0
5

Ap
r-0

5

M
ay

-0
5

Ju
n-

05

Ju
l-0

5

Au
g-

05

Se
p-

05

Oc
t-0

5

No
v-

05

De
c-0

5

Ja
n-

06

Fe
b-

06

M
ar

-0
6

Ap
r-0

6

M
ay

-0
6

Ju
n-

06

Ju
l-0

6

Au
g-

06

Se
p-

06

Oc
t-0

6

No
v-

06

De
c-0

6

Ja
n-

07

Fe
b-

07

M
ar

-0
7

Ap
r-0

7

98.0%

96.0%

94.0%

92.0%

90.0%

88.0%

86.0%

84.0%

82.0%

80.0%

78.0%

76.0%

Customer Satisfaction Survey

“During the 
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Country
Energy made 
a promise to 
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that it would 
hold it prices 
until at least 
the end of 
March 2008”
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Our call centre continues to receive numerous calls from our customers 
seeking our assistance with resolving the problems they are having with 
their network charges bills received from The Lines Company. We believe 
these calls to be recognition from our customers of our ability to politely and 
promptly solve their problems. Unfortunately we have not been able to 
render the assistance customers have sought. We have also suff ered from 
the very same billing problems and struggled just as hard to get them 
resolved.

Wholesale Trading

We have continued to purchase hedges from other market participants to 
cover our expected exposure to the wholesale electricity market costs under 
dry year conditions. To ensure that we are able to give ourselves the most 
opportune time to select the most appropriately priced hedge cover, we aim 
to purchase our hedges one to two years ahead of requirements. The hedge 
market remains undeveloped with generators appearing to treat hedges as 
a fi xed price, fi xed volume supply contracts rather than a fi nancial 
instrument. This makes it diffi  cult to balance hedge cover and electricity 
demand over a year. Although the excess hedge can limit our returns when 
prices are low, as in the latter part of the fi nancial year, the risk when prices 
are high and our generation low is much higher and must be covered. The 
fi nancial return achieved in this past year again demonstrated the effi  cacy 
of our strategy.

King Country Energy is pleased to report that we receive a good response to 
our requests for hedge coverage from almost all participants in the electricity 
market. It would appear that the market recognises we are a serious and 
trustworthy participant who will be here for the long term.

With our improved internal processes we are able to monitor our supply and 
demand balance closely and ensure that any imbalance between growing 
demand and hedge cover can be dealt with promptly.

Generation

Overall generation from our local stations and half share of the Mangahao 
station was 11.6% ahead of budget, with Mangahao up 11.9% and the local 
stations up 11.1%. This was largely due to favourable rainfall patterns but 
also to the fi rst full year of the mini hydro at Mangahao. Of more importance 
was the timing of the rainfall. The periods of high rainfall have coincided 
periods of high prices while dry periods and low spot prices have coincided. 
As a result the fi nancial impact of own generation this year has been 
signifi cantly greater than would be normal.

Major works maintenance this year included the installation of a tipping 
gate at Wairere as part of our Resource Consent conditions and renewing the 
main seal on the #1 generator at Mangahao. Both of these works went to 
plan although the guide vanes for Mangahao G1 were found to be 
signifi cantly worn and will have to be replaced early in the 07/08 year.

The new online blade adjustment facility at Piriaka is being specifi cally 
engineered for purpose. The unique approach to resolving technical issues 

Images; Mangahao power station control room - 1920  (top); Mangahao power station, the 1980 turbine 
urgrade (middle); Wind power: a valuable new resource for the future (bottom).
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has not been without its problems, but these are being addressed. With the 
cost of new generation and the uncertainty of resource consent applications 
we will continue to ensure that the equipment in our older hydro stations is 
updated to take advantage of new technologies that will improve generation 
effi  ciencies.

Mokauiti station consent has fi nally been received from the Environment 
Court some six years after the initial hearing. The delays while not as 
expensive as for a new application are still signifi cant due to the need to 
keep consultants on the payroll to check on progress. This will require the 
installation of a tipping gate next summer and further work on alternative 
fi sh passage options both up and down stream.

The proposed hydro scheme on the Mokau River went to a hearing by 
Environment Waikato (EW) and Waitomo District Council (WDC) in August. 
Rather than use an expert commissioner experienced in hearing complex 
planning applications EW chose to appoint three councillors to the panel. 
This was particularly disappointing as EW had appointed a commissioner to 
head the renewal consent application for Wairere and Mokauiti. Our analysis 
of the rejection of the application indicated that the decision was based 
upon loss of amenity to a small number of infrequent users of the gorge to 
be fl ooded by the proposed lake. Many of those users are not locals and 
bring no economic benefi t to local communities. No weight appeared to be 
given to the economic benefi t that would fl ow to the local community or the 
recreational benefi t that the community would gain from access to a 
signifi cant body of fl at water. Their decision has been appealed to the 
Environment Court with a hearing expected in September. 

Community

King Country Energy has continued to support community initiatives that 
benefi t everyone in the region. We are delighted with the growth of King 
Country Energy KiwiCan in the southern region and many other similar 
projects throughout the whole community.

We are also very happy with the Customer Complaints Scheme launched in 
conjunction with the King Country Electric Power Trust. This initiative means 
that any customer of King Country Energy who can not sort out their issue 
with the company directly has a convenient local option that will address 
issues at no cost to the consumer. We believe that this is far preferable to the 
Government megalith based in Wellington.

Kit Wilson
General Manager

“Our position 
as a niche 
player in the 
market has 
reinforced our 
reputation as 
a dependable 
and 
trustworthy 
service 
provider”
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KING COUNTRY ENERGY 
FUTURE DIRECTIONS
The Board of King Country Energy has clearly enunciated the path that the 
company will follow in its vision statement.

“King Country Energy will strive to provide long-term optimal returns to it’s 
shareholders through providing excellent service to it’s customers and 
community, maximising it’s own generation and securing long-term supply 
agreements to cover dry year risks.”

The principles espoused in this statement provide a clear template for our 
future direction. This lays out two defi nable areas that must be addressed in 
our future planning, namely Sales and Supply.

Market Position

By continuing to retain its original name focused as it is on a geographic 
area King Country Energy defi nes itself in the electricity market. Our focus 
will be on service to local communities and local industries. We operate in 
small town New Zealand and understand the unique challenges, 
opportunities and responsibilities that go with being part of the rural 
community. Because our customers have businesses in other locations we 
seek to service their requirements outside our traditional trading area. This 
base business will provide opportunities for the company expand in select 
locations by off ering competitive pricing combined with excellent personal 
service.

King Country Energy recognises its community responsibilities by supporting 
initiatives such as Books in Homes, Breakfast in Schools and King Country 
Energy KiwiCan.  These programmes are aimed at providing children in our 
community with the opportunity and skills to grow into successful, mature, 
adults.  Books in Homes have been in the Decile 1 schools throughout our 
area since 2002 and we have had positive feedback with comments such as 
“We appreciated you attending our last Role Model assembly where you 
would have seen how much our children enjoy receiving their books.  Once 
again, thank you for the continued sponsorship.  We understand you have 
many requests for assistance and really appreciate your assistance with this 
great programme in our school”.

Breakfast in Schools is also aimed at benefi ting the community through our 
children and young adults.  We have received thanks for our support in this 
area with comments such as “Your generous donation helps greatly towards 
giving our students a full tummy and a wonderful start to their day of 
learning”.

King Country Energy KiwiCan is a values-based programme that focuses 
primary school children and is the most recent of the King Country Energy’s 

Images; Piriaka turbine and governor - 1920’s (top); Kuratau turbine hall - 1960’s (middle); Combined 
Heat and Power using gas more effi  ciently (bottom).



12

support initiatives.  As with the Books in Homes and Breakfast in Schools 
programmes the King Country Energy KiwiCan programme has also had 
positive feedback.  The Te Kuiti area has noticed a marked improvement in 
the behaviour of the children coming from the primary schools since the 
inception of King Country Energy KiwiCan in the area.  Other schools have 
thanked King Country Energy KiwiCan for the positive impact the programme 
is having on their schools and we have more schools who are now taking up 
the King Country Energy KiwiCan programme.

These examples of the King Country Energy commitment to our youth are 
very important to our community and our customers. The same could well 
be said for the support we provide to senior citizen facilities and programs 
that support physical activity for all parts of the community.

It is important to ensure that our community understands that, as the local 
supplier, we do support these local activities within our community and that 
our competitors who are nationally focused would be most unlikely to help 
local activities with little impact on a national basis.

A new independent complaints scheme has been prepared with the King 
Country Electric Power Trust (KCEPT) taking a key role as an independent 
third party. This has been lodged with the Electricity Commission (EC) for 
approval. The EC has chosen to go out to public consultation on the 
methodology for approving complaints schemes and a fi nal solution is 
unlikely to be available before the middle of 2007. 

In the interim, KCEPT and King Country Energy have elected to put our 
scheme into practise and the names of the adjudicators have been published. 
We believe that this scheme is a signifi cant improvement on the possible 
Wellington based monopoly Government option, the Electricity and Gas 
Complaints Commission (EGCC). 

Although the independent complaints scheme is now in place, it is King 
Country Energy’s aim to provide such an exceptional level of service into the 
future that the reasons for customer dissatisfaction are minimal. Additionally, 
by ensuring any complaints that may be received are handled effi  ciently, 
fairly and transparently through our internal process, there should be little 
call on a back-up complaints scheme.

Over recent years we have steadily grown our out of area customer base by 
concentrating on the smaller Time of Use commercial customers. Through 
our off er of special service at competitive rates these customers are fi nding 
that they receive much more from King Country Energy than from the 
competition in general. Several of these clients have recently renewed their 
business with King Country Energy and given us much positive feedback 
which we will use to improve our service further. “It’s a part of our business 
which we don’t have to worry about - it just happens.” “The off er was streets 
ahead of the competition. The regular visits are a bonus.”

King Country Energy markets itself as a ‘boutique’ retailer targeting the 
relatively small time of use (TOU) industrial customers. There are a few 
retailers in this position but King Country Energy is the only one that will 
take on both TOU and NHH (non half hour) sites. Current regulations in the 
Electricity Industry diff erentiate between NHH and TOU practises and at 

“King
Country
Energy is also 
investigating
opportunities
to secure 
long term 
generation
contracts with 
independent
Generating
companies”
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present there are no independent companies that provide NHH market 
services. This allows King Country Energy to diff erentiate itself from the 
larger competitors by providing a higher quality of service to the small 
industrial players and from other small retailers by providing services that 
the others cannot.

King Country Energy plans to further grow our competitive advantage by 
developing services designed/packaged specifi cally for this customer group. 
For example, we are currently investigating new metering technologies that 
can enhance our ability to off er the best service to our customers. This is just 
a part of our ongoing eff orts to continuously improve our processes to ensure 
the best quality of customer service with no wasted expenditure.

Supply

King Country Energy will control its supply of electricity by maximising its 
own generation and seeking to extend its capacity through new generating 
opportunities (using renewable resources as a fuel supply) or by securing 
energy supply contracts from generation projects developed by others. King 
Country Energy will manage its purchase price risk by actively taking long 
term hedges to cover the dry year generation shortfall risk for the projected 
volumes of sales.

Consistency of supply falls clearly into two areas. Firstly there is the search to 
expand our own generation so that we are not dependent on the electricity 
market and secondly the requirement to take out hedges to cover the 
shortfall in generation particularly as we continue to grow our customer 
base.

At present the main eff ort is 
seeking resource consent for 
the proposed hydro scheme on 
the Mokau River some 4.5km 
down stream from our existing 
Wairere Falls station. This 
scheme would supply 
approximately 20% of the 
current shortfall in our 
generation. With an average 

annual generation of 44GWh this would meet the needs of some 5,500 
homes and as a renewable energy source would reduce CO2 emissions in 
New Zealand by 92,000 tonnes per year. 

The fi rst hearing with a panel of three councillors from Environment Waikato 
plus a commissioner representing the Waitomo District Council resulted in 
the proposal being declined. King Country Energy believes that the process 
would have been fairer if an expert commissioner had been appointed to 
chair the panel and ensure a clear understanding of the highly technical 
evidence presented to the hearing.

A result of this decision was signifi cant opposition to the decision from local 
residents, many of whom asked us to fi nd a way for them to demonstrate 
their displeasure. As a result King Country Energy circulated a fl yer to all its 

KEY DATA
Dam: 44m high
 160m long
Generation: 9.6MW
Output: 44Gwh/year
(average)
Lake: 3.5km of fl at water

Images; Piriaka under construction - 1920’s (top); Kuratau power station - 1960 (middle); Wairere with 
new water level management and fi sh passages (bottom).
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customers asking for feedback. Over 1200 people responded supporting the 
proposal with only 4 against the scheme.

King Country Energy is currently working in partnership with some of our 
larger customers to assess the feasibility of combined heat and power (CHP) 
schemes. These could potentially be a good win/win opportunity for both 
parties that might generate up to 10MW in our home area.

King Country Energy is negotiating a joint venture with another company to 
explore a reasonably signifi cant site for a wind farm in the North Island. 
Initial test results for this site show good average wind speeds and the site 
has good access to the electricity network which would reduce costs. 

The second part of the supply equation is to ensure that we have eff ective 
hedge cover for the balance of our demand so that we are not exposed to 
the very signifi cant risk of high electricity prices when hydro storage levels 
run low. King Country Energy has been an active participant in the hedge 
market on its own behalf for the last three years and we are now recognised 
as a regular participant and have good responses from the market when we 
are looking for proposals.

King Country Energy is also investigating opportunities to secure long term 
generation contracts with independent Generating companies. Groups that 
already have access to assets that they have developed could be looking for 
ways to spread their risk by hedging with multiple parties.

This is a good start but we are now enhancing our capacity to forecast our 
demand and assess future risks so that King Country Energy can enter the 
market for future cover one to two years before requirement where we can 
optimise the timing of our cover in terms of the requirements of our market 
position. 

Future focus 

King Country Energy’s strategic direction and its focus on development over 
the previous fi ve years has meant the company is now well positioned with 
a stable base of loyal customers, growth opportunities outside of our 
incumbency and a strategy on how it minimises risk associated with a 
diff erential between supply and demand. 

King Country Energy’s vision is more than just a business statement; it 
provides the basis of all major strategic decision regarding the management 
of our retail business, our generation portfolio and how we will continue to 
increase shareholder value. 

Into the future, the vision will continue to guide the company and will no 
doubt evolve to refl ect and direct the development of the business.

“Plans to 
further
grow our 
competitive
advantage by 
developing
services
designed/
packaged
specifically
for this 
customer
group”
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BOARD OF DIRECTORS

Tony Palmer, Chairman
PhC, MPS

Tony Palmer has been the Chairman of the 
Board for seven years, a Director of King 
Country Energy for fourteen years and was 
a member of the King Country Electric 
Power Board for two years. Mr Palmer has 
extensive management experience in the 
pharmacy, support service and computer 
industries in England and throughout New 
Zealand.

Jeremy Stubbs, 
Deputy Chairman
FCA

Jeremy Stubbs has been the Deputy 
Chairman for four years, a Director of King 
Country Energy for seven years and was a 
trustee/consultant of the King Country 
Electric Power Trust for nine years. He has 
been a Chartered Accountant in public 
practice in Taumarunui for the past 

forty-one years, with a particular interest in rural accounting. Jeremy is a 
Director of Stubbs Topham Sears Limited, JGO Stubbs Limited, Jeremy Stubbs 
Trustees Limited, STS Trustees Limited, STS Trustees No. 2 Limited, Deputy 
Chairman of Order of St John Midland Regional Trust Board and Trustee of 
Taumarunui Enterprises Inc.
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Gordon Gower, Director

Gordon Gower has been a Director of King 
Country Energy for fourteen years, was a 
member of the King Country Electric 
Power Board for ten years and was Deputy 
Chairman of the King Country Electric 
Power Board for seven years. He is also a 
Principal of Gordon Gower & Co and 
associated enterprises. Mr Gower is 
involved in an extensive farming 
enterprise in the Ohura Valley.

Rodney Deppe, Director
BCom (Hons), MA

Rodney Deppe is Acquisition and 
Development Manager for Todd Energy. 
The business of Todd Energy covers oil 
and gas exploration and production, gas 
wholesaling and distribution and 
electricity generation and retailing. In 
the last fourteen years he has undertaken 
numerous acquisitions and project 

developments for Todd Energy. Rodney has been a Director of King Country 
Energy for eight years. He is also a Director of Auckland Gas Company 
Limited, BOPE Limited, Independent Energy Limited, Makara Wind Farms 
Limited, Moody Creek Limited, Nova Gas Limited, Todd Maari Ltd, Todd 
Exploration Ltd, Todd Taranaki Limited, Todd Taranaki No 2 Limited, The 
Wellington Gas Company Limited and Solar Heating Solutions Limited.

Richard Tweedie, Director
LLB

Richard Tweedie is Managing Director of 
Todd Energy. Richard has been a Director 
of King Country Energy for eight years. 
He is also a Director of Todd Petroleum 
Mining Co Limited, Todd Energy Limited, 
Independent Energy Limited, Todd Coal 
Limited, Viking Holdings Ltd, Nova Gas 
Limited, BOPE Limited, Todd Tasman Oil 

Limited, Todd Petrogas Limited, Shell Todd Oil Services Limited, Todd 
Mangahao Limited, Todd Taranaki Limited, Todd Taranaki No 2 Limited, 
Todd Petroleum Australia Limited, Todd Canterbury Oil Limited, Viking 
Mining Co Limited, Viking Investments Limited, Makara Windfarms 
Limited, Moody Creek Limited, Hydro West New Zealand Limited, Todd 
Pohokura Limited, Todd Exploration Ltd, The Auckland Gas Company 
Limited, The Wellington Gas Company Limited, Solar Heating Solutions 
Limited, Todd Maari Limited, Todd Shipping Limited and Cue Energy 
Resources Limited.

“The Board 
is very 
satisfied
with the 
performance
of the 
Company in 
the 2007 year 
and expects 
to grow from 
this base in 
the coming 
years...”

Tony Palmer
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MANAGEMENT TEAM

Geoff Bell, 
Finance Manager
Geoff  is responsible for managing the fi nance 
function of the business which provides 
accounting, taxation, treasury, governance, 
legal and fi nancing services and advice to 
the Group. Geoff  has had a number of roles 
as Chief Financial Offi  cer with large orga-
nisations including roles within the energy 
industry. Geoff  joined King Country Energy in 
August 2006. 

Kit Wilson,
General Manager
A former Director of King Country Energy, Kit 
took up the position of General Manager in 
December 2003. He has had sixteen years 
experience in the electricity industry in 
various capacities and holds degrees in 
chemical engineering and mathematics.

Chris Fincham,
Energy Supply Manager
Chris is responsible for management of hydro 
stations and generation development act-
ivities. He has been with the team since 
December 2003 and is a Chartered Electrical 
Engineer with fi fteen years experience in the 
electricity industry in various capacities.
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Shireen Diaz, 
Business Support Manager
Shireen leads the Business Support team and 
is responsible for the management of IT, HR 
and administration of the business. Since 
taking up employment at King Country 
Energy she has up-graded the IT infrastructure 
and refi ned the Business Support services.

Helen Peacock, 
Retail Business Manager
Helen is responsible for the retail operations 
of the business including customer billing 
and call centre services, key account man-
agement and community relations. She has 
worked for King Country Energy for fourteen 
years in various capacities in both the 
network and energy areas of the industry. 

“King
Country
Energy has 
continued
to support 
community
initiatives
that benefit 
everyone in 
the region”
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The Directors are responsible for ensuring that the year end fi nancial statements fairly present the fi nancial position of the Group 
as at 31 March 2007 and its’ fi nancial performance and cash fl ows for the year then ended.

The Directors consider that the fi nancial statements of the Group have been prepared using appropriate accounting policies, 
consistently applied and supported by reasonable judgements and estimates and that all relevant fi nancial reporting and 
accounting standards have been followed.

The Directors believe that proper accounting records have been kept which enable, with reasonable accuracy, the determination 
of the fi nancial position of the Group and facilitate compliance of the fi nancial statements with the Financial Reporting Act 1993.

Directors consider they have taken adequate steps to safeguard the assets of the Group and to prevent and detect fraud and other 
irregularities.

The Directors have pleasure in presenting the fi nancial statements set out on pages 21 to 38, of King Country Energy Limited and 
Group for the year ended 31 March 2007.

The Board of Directors of King Country Energy Limited authorised these fi nancial statements for issue on 8 June 2007.

For and on behalf of the Board

A J Palmer      J G O Stubbs
CHAIRMAN      DEPUTY CHAIRMAN

DIRECTORS’ RESPONSIBILITY 
STATEMENT
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  31.03.07 31.03.06 31.03.07 31.03.06

  $’000 $’000 $’000 $’000

Equity at Beginning of the Year   67,516   68,151   40,458   44,659 

Surplus and Revaluations      

Net Surplus for the Period   4,668   3,865   (114)  299 

Total Recognised Revenues and Expenses   4,668   3,865   (114)  299 

Distributions to Owners 15  (4,500)  (4,500)  (4,500)  (4,500)

Equity at end of the Year   67,684   67,516   35,844   40,458

Operating Revenue 1  28,727   27,001   1,573   2,092 

Operating Expenses 2  (19,406)  (24,784)  (1,742)  (1,665)

Operating Surplus Before Hedge Adjustments   9,321   2,217   (169)  427 

Net (Loss) / Gain on Electricity Hedges   (1,172)  3,649   -   - 

Mokau Consent Costs   (958)  -   -   - 

Operating Surplus Before Tax   7,191   5,866   (169)  427 

Income Tax 3  (2,523)  (2,001)  55   (128)

Operating Surplus After Tax   4,668   3,865   (114)  299 

STATEMENT OF 

MOVEMENTS OF EQUITY
FOR THE YEAR ENDED 31 MARCH 2007
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
Shareholders’ Equity
Share Capital   26,267   26,267   26,267   26,267 
Reserves 5  32,628   32,628   38   38 
Retained Earnings 6  8,789   8,621   9,539   14,153 
Total Equity   67,684   67,516   35,844   40,458 

Represented by:
Current Assets:
Cash & Bank Balances   3,406   2,045   3,400   2,039 
Trade & Other Receivables   3,486   5,473   744   31 
Income Tax Receivable    1,321   1,264   3,550   3,999 
Intercompany Balances 13  -   -   13,688   19,772 
Total Current Assets   8,213   8,782   21,382   25,841 

Non Current Assets:      
Plant, Property & Equipment 7  69,467   70,374   714   708 
Investment in Subsidiaries 8  -   -   14,300   14,300 
Intangible Assets 9  1,440   1,560   -   - 
Total Non Current Assets   70,907   71,934   15,014   15,008 

Total Assets   79,120   80,716   36,396   40,849 

Current Liabilities:
Trade & Other Creditors   3,714   5,764   325   53 
Customer Credit Balances   73   75   -   - 
Borrowings 10  59   51   59   78 
Employee Entitlements   87   113   33   37 
Total Current Liabilities   3,933   6,003   417   168 

Non Current Liabilities:
Borrowings 10  118   177   118   211 
Deferred Tax 3  7,385   7,020   17   12 
Total Non Current Liabilities   7,503   7,197   135   223 

Total Liabilities   11,436   13,200   552   391 

Net Assets   67,684   67,516   35,844   40,458 

Group  Parent

STATEMENT OF

FINANCIAL POSITION
AS AT 31 MARCH 2007

Note 
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
Cash Flows from Operating Activities

Cash was Received from:
Electricity Receipts from Customers   29,629   33,383   -   - 
Interest Received   279   319   1,572   2,086 
Other Receipts from Customers   119   911   4   18 
Net Receipts from Settlement of Hedges   196   2,562   -   - 
   30,223   37,175   1,576   2,104
Cash was Applied to:
Payment for Electricity   (14,116)  (14,236)  -   - 
Payment for Line Charges   (774)  (8,916)  -   - 
Payment to Other Suppliers   (3,986)  (4,247)  (1,327)  (830)
Payments to Employees   (1,724)  (1,780)  (724)  (726)
Income Tax Paid   (2,215)  (2,272)  (2,220)  (2,261)
Interest on Borrowings   (28)  (56)  (28)  (37)
   (22,843)  (31,507)  (4,299)  (3,854)

Net Cash Infl ow/(Outfl ow) from Operating Activities   7,380   5,668   (2,723)  (1,750)

Cash Flows from Investing Activities

Cash was Applied to:
Net Advances to Subsidiaries   -   -   8,812   6,135 
Fixed Assets Purchases (net)   (1,468)  (1,584)  (116)  (301)
Net Cash Infl ow/(Outfl ow) from Investing Activities   (1,468)  (1,584)  8,696   5,834 

Cash Flows from Financing Activities

Cash was Applied to:
Borrowings   (51)  162   (112)  162 
Dividend Paid   (4,500)  (4,500)  (4,500)  (4,500)
Net Cash (Outfl ow) from Financing Activities  (4,551)  (4,338)  (4,612)  (4,338)

Total Net Cash Movement   1,361   (254)  1,361   (254)

Opening Cash & Bank Balances   2,045   2,299   2,039   2,293 
Closing Cash & Bank Balances   3,406   2,045   3,400   2,039 

STATEMENT OF 

CASH FLOWS
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
Reconciliation with Operating Surplus

Surplus after Tax per Statement of Financial Performance   4,668   3,865   (114)  299 

Non Cash Items
Loss on Disposal of Fixed Assets 2  599   65   2   - 
Depreciation 2  1,776   1,674   108   91 
Transfer of Tax from Subsidiaries   -   -   (2,728)  - 
Goodwill Amortised 2  120   120   -   - 
Increase / (Decrease) in Deferred Taxation 3  365   316   5   (11)
   2,860   2,175   (2,613)  80 

Changes in Working Capital      
Increase / (Decrease) in Employee Entitlements   (26)  15   (4)  13 
(Increase) / Decrease in Tax Receivable   (57)  (587)  449   (2,123)
(Increase) / Decrease in Receivables   1,987   (1,532)  (713)  12 
Increase / (Decrease) in Payables   (2,052)  1,732   272   (31)
   (148)  (372)  4   (2,129)
      
Net Cash Infl ow / (Outfl ow) from Operating Activities per Statement of Cash Flows  7,380   5,668   (2,723)  (1,750)

STATEMENT OF 

CASH FLOWS 
FOR THE YEAR ENDED 31 MARCH 2007

Group ParentNote 
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REPORTING ENTITY 

These fi nancial statements are for the parent company King Country Energy Limited (the Parent) and the Group 
(the Group) comprising King Country Energy Limited, King Country Energy Mangahao Limited, King Country 
Energy Retail Limited and King Country Energy Generation Limited. 

BASIS OF PREPARATION 

King Country Energy Limited is a company registered under the Companies Act 1993 and is an issuer in terms of 
the Securities Act 1978. 

The fi nancial statements have been prepared in accordance with the requirements of the Companies Act 1993 
and the Financial Reporting Act 1993. 

The reporting currency used in the preparation of these fi nancial statements is New Zealand dollars. 
The fi nancial statements have been prepared on the basis of historical cost, as modifi ed by the revaluation of 
certain assets as identifi ed in the specifi c accounting policies below. 

The fi nancial statements are prepared in accordance with New Zealand generally accepted accounting practice. 
The accounting policies that materially aff ect the measurement of fi nancial performance, fi nancial position and 
cash fl ows are set out below. 

SALES REVENUE 

The group receives revenue from the sale of electricity and may also receive revenue from line charges. Where its 
use of system agreement is an interposed agreement the revenue from line charges is included within revenue, 
while under a conveyancing agreement the revenue will exclude those amounts relating to line charges. 
Electricity meters are read on the basis of constant cycles each year. Electricity sales include an accrual for units 
sold but not billed at balance date. 

TAXATION 

The income tax charged to the Statement of Financial Performance includes both current and deferred tax and is 
calculated after allowing for non-taxable income and non-deductible expenditure. Deferred tax, calculated using 
the liability method on a comprehensive basis, is accounted for in respect of those timing diff erences expected to 
reverse in the foreseeable future. A deferred tax asset is recognised only if there is a virtual certainty of 
realisation. 

GOODS AND SERVICES TAX 

The Statement of Financial Performance and Statement of Cash Flows are stated exclusive of GST. All items in the 
Statement of Financial Position are stated net of GST, with the exception of receivables and payables which 
include GST invoiced. 

STATEMENT OF 

ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 MARCH 2007
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FINANCIAL INSTRUMENTS 
Group Companies have entered into electricity price hedging contracts with electricity generators in order to 
minimise the eff ect of price fl uctuations on the electricity spot market. Assets, liabilities, and any unrealised 
revenues and expenses associated with these instruments as at balance date are not recognised in the fi nancial 
statements. Realised revenues and expenses are recognised in the Statement of Financial Performance on 
maturity of the hedging contracts and form part of the cost of wholesale electricity, and their impact is 
separately reported in the notes to the fi nancial statements.
 

Full disclosure of information about electricity price hedging contracts to which the Group is a party is in Note 
14. 

ACCOUNTS RECEIVABLE 

Accounts receivable are stated at expected net realisable value. An estimate is made for doubtful debts based 
on a review of all outstanding amounts at year end. Bad debts are written off  during the period in which they 
are identifi ed. 

INVESTMENTS 

Investments including investments in subsidiaries are stated at cost in the Statement of Financial Position of 
the Parent. 

GROUP FINANCIAL STATEMENTS 

Subsidiaries 
Subsidiaries are those entities in which the Parent holds a direct or indirect controlling interest. Subsidiaries are 
consolidated under the purchase method on a line by line basis. All material inter-company transactions, 
balances and unrealised surpluses and defi cits on transactions between Group Companies have been eliminated 
on consolidation. 

Joint Ventures 
The Group’s interest in joint ventures has been accounted for in the Statement of Financial Position on the basis 
of the Group’s proportionate interest in each of the assets and liabilities of the joint ventures, and in the 
Statement of Financial Performance on the basis of the Group’s proportionate interest in the income and 
expenses incurred in relation to the joint venture.
 

PROPERTY, PLANT AND EQUIPMENT
 

Property, plant and equipment, other than land, building and generation assets is initially recorded at cost. The 
cost of acquisition includes all costs directly attributable to the acquisition including the costs of obtaining 
Resource Management Act consents and fi nancing costs. Those land, building and generation assets in existence 
at 31 March 1999 were revalued at the time by independent valuers on the basis of open market value for 
existing use. Certain assets transferred from the Parent to subsidiary companies in March 1999 (when the 
Group was required by industry regulations to restructure its activities) were transferred at fair values and the 
uplifts in value are shown in the Group fi nancial statements as revaluations. 

STATEMENT OF 

ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 MARCH 2007
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Generation assets including land, buildings, plant & equipment are revalued by independent valuers. 
Revaluations of these assets are to be conducted every three years. 

Capital expenditure is all expenditure on the creation of a new asset and any expenditure which results in a 
signifi cant improvement of the original function of an existing asset. Revenue expenditure is expenditure 
which restores an asset to its original condition and all expenditure incurred in maintaining and operating the 
Group’s business. 

Capital works under construction are valued at the lower of cost or net realisable value. Project values are 
assessed at least annually to see if any diminution in value is likely to have occurred. Once the construction is 
completed, depreciation on these assets will begin

Expenditure incurred on the investigation of prospective generation opportunities is stated at cost and is 
accumulated in respect of each identifi able generation opportunity. Expenditure is only carried forward to the 
extent that it is expected to be recouped through the successful development of a generation station or where 
activities on the project have not reached a stage which permits a reasonable assessment of the prospect of a 
successful development. Accumulated costs in relation to an abandoned development are written off  in full 
against revenue in the period in which the decision is made to abandon the project. A regular periodic review is 
undertaken of each development to determine the appropriateness of continuing to carry forward costs in 
relation to the development.

DEPRECIATION 

Depreciation of property, plant and equipment other than freehold land is calculated so as to expense the cost 
of the assets, or their revalued amounts to their residual values over their useful lives as follows: 

Estimated Useful Lives 
Buildings 50 - 80 years 
Generation Plant & Equipment 5 - 80 years 
Motor Vehicles 5 years 
Offi  ce Equipment & Furniture 3 - 20 years 

Asset lives are reviewed annually. 

LEASED ASSETS 
Assets under fi nance leases are recognised as non-current assets in the Statement of Financial Position. Leased 
assets are recognised initially at the lower of the present value of the minimum lease payments or their fair 
value. A corresponding liability is established and each lease payment allocated between the liability and 
interest expense. Leased assets are depreciated on the same basis as equivalent property, plant and 
equipment. 

Leases that are not fi nance leases are treated as operating leases. Operating lease payments are recognised as 
an expense in the periods the amounts are payable. 

IMPAIRMENT 
Annually, the Directors assess the carrying value of each asset. Where the estimated recoverable amount of the 
asset is less than it’s carrying amount, the asset is written down. The impairment loss is recognised in the 
Statement of Financial Performance. 

GOODWILL 
The excess of cost over the fair value of the net assets of the retail business acquired is recognised as goodwill 
and is amortised to the Statement of Financial Performance over the shorter of its estimated life or 20 years. 
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EMPLOYEE ENTITLEMENTS 

Employee entitlements to salaries and wages, non-monetary benefi ts, annual leave, long service leave and 
other benefi ts are recognised when they accrue to employees. This includes the estimated liability for salaries 
and wages, annual leave and long service leave as a result of services rendered by employees up to balance 
date. 

DIVIDENDS 

Dividends are only recognised as distributions in the period they are paid. Dividends proposed or paid after 
balance date are not recognised in the fi nancial statements, but are disclosed in the notes to the fi nancial 
statements. 

STATEMENT OF CASH FLOWS 

The following are the defi nitions of the terms used in the Statement of Cash Flows: 

(a) Operating activities include all transactions and other events that are not investing or fi nancing 
activities. 

(b) Investing activities are those activities relating to the acquisition, holding and disposal of property, plant 
and equipment and of investments. Investments can include securities not falling within the defi nition of 
cash. 

(c) Financing activities are those activities that result in changes in the size and composition of the capital 
structure. This includes both equity and debt not falling within the defi nition of cash. Dividends paid in 
relation to the capital structure are included in fi nancing activities. 

(d) Cash is considered to be cash on hand and current accounts in banks, net of bank overdrafts. 

CHANGES IN ACCOUNTING POLICY 

There have been no changes in accounting policies in the current year. 

STATEMENT OF 

ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 MARCH 2007
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
1.   REVENUE     

Sales of Electricity   28,164   26,375   -     -   
Network Charges Recovered   833   655   -     -   
Discount Allowed - Prompt Payment   (1,373)  (1,205)  -     -   
Interest Received   279   319  1571 2086
Other Income   824   857  2 6

Total Operating Revenue   28,727   27,001   1,573   2,092 

     
2.   EXPENSES

Included in Operating Expenses are the following items:     
Purchase of Electricity   11,583   16,905   -   -   
Transpower Charges   222   260   -   -   
Depreciation - Property, Plant, Equipment     

Buildings   62   53   5  5
Generation Plant   1,550   1,457   -   -   
Land, Roads, Bridges   1   1   -   -   
Motor Vehicles   3   2   1   -   
Furniture, Plant & Equipment   160   161   102  86

Depreciation - Property, Plant, Equipment   1,776   1,674   108  91
Goodwill Amortised   120   120   -   - 
Operating Lease Payments   133   151   8   13 
Bad Debts Written Off    67   103   -   - 
Increase/(Decrease) in Estimated Doubtful Debts   (37)  (37)  -   - 
Interest Paid   28   56   28   37 
Audit Fees    46   50   46   50 
Audit Fees Other Firms   4   -   4   - 
Directors Fees   133   133   133   133 
Loss (Gain) on Sale of Fixed Assets   599   65   2   - 
Other Operating Expenses   4,732   5,304   1,413   1,341 

Total Operating Expenses   19,406   24,784   1,742   1,665 

Group  Parent
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NOTES TO THE
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3.   INCOME TAX

The amount of Income Tax attributable to the Operating Surplus for the fi nancial period diff ers from the prima facie tax payable on the 
Operating Surplus Before Tax. The diff erence is reconciled as follows:

Income Tax Attributable To Operating Surplus
Net Surplus before Taxation   7,191   5,866   (169)  427 
Taxation thereon at 33%   2,373   1,936   (56)  141 

Permanent Diff erences   150   140   1   1 
Under / (Over) Provision in Prior Period    -   (75)  -   (14)
Income Tax Expense   2,523   2,001   (55)  128 

Comprising:     
- Current Tax Provision   2,158   1,690   (60)  140 
- Deferred Tax Provision   365   386   5   2 
- Under / (Over) Provision in Prior Period    -   (75)  -   (14)
   2,523   2,001   (55)  128

Deferred Taxation Liability     
Opening balance  (7,020)  (6,704)  (12)  (23)
Current Year Timing Diff erences   (365)  (386)  (5)  (2)
Prior Period Adjustments   -   70   -   13 
Closing balance   (7,385)  (7,020)  (17)  (12)

Imputation Credit Account     
Balance at beginning of period   7   -   -   -  
Imputation Credits attached to Dividends Paid   (2,216)  (2,216)  -   -  
Taxation Payments    2,220   2,223   -   -  
Balance at end of period   11   7   -   -  

4.   SHARE CAPITAL

Issued and paid up capital      
Ordinary Shares   26,267   26,267   26,267   26,267  

As at 31 March 2007 there were 18,750,000 ordinary shares issued and fully paid (2006: 18,750,000).      
All ordinary shares issued rank equally with one vote attached to each fully paid ordinary share.     
 
5.   RESERVES      
Asset Revaluation Reserve     
Balance at beginning of the year   32,628   32,628   38   38 
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
6.   RETAINED EARNINGS
     
Balance at beginning of the year   8,621   9,256   14,153   18,354 
Net Surplus   4,668   3,865   (114)  299 
Distributions   (4,500)  (4,500)  (4,500)  (4,500)
Balance at end of the year   8,789   8,621   9,539   14,153 
     
7.   PROPERTY, PLANT AND EQUIPMENT     

Plant & Equipment     
- Cost Plant & Equipment   1,001   598   -   - 
- Valuation   63,227   63,227   -   - 
   64,228   63,825   -   - 
- Less Accumulated Depreciation   (3,726)  (2,176)  -   - 
- Book Value   60,502   61,649   -   - 
     
Land, and Improvements     
- Cost   -   -    - 
- Valuation   2,431   2,431   50   50 
   2,431   2,431   50   50 
- Less Accumulated Depreciation   (3)  (2)  -   - 
- Book Value   2,428   2,429   50   50 
     
Buildings     
- Cost   13   2   -   - 
- Valuation   4,525   4,525   250   250 
   4,538   4,527   250   250 
- Less Accumulated Depreciation   (179)  (116)  (51)  (46)
- Book Value   4,359   4,411   199   204 
     
Motor Vehicles     
- Cost   15   1   14   - 
- Valuation   11   11   -   - 
   26   12   14   - 
- Less Accumulated Depreciation   (8)  (5)  (1)  - 
- Book Value   18   7   13   - 
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
Offi  ce Equipment & Furniture
- Cost   1,162   1,341   491   427 
- Capitalised Finance Lease Assets   284   284   284   284 
- Valuation   46   46   -   - 
   1,492   1,671   775   711 
- Less Accumulated Depreciation   (709)  (835)  (241)  (187)
- Less Accumulated Depreciation on Finance Lease Assets   (116)  (70)  (116)  (70)
- Book Value   667   766   418   454 
     
Development and Construction     
- Capital Construction Projects at Cost   966   1,112   34   - 
- Development Projects at Cost   527   -   -   - 
   1,493   1,112   34   - 
     
Total Property, Plant & Equipment   69,467   70,374   714   708 
 
All generation plant, property and equipment was revalued as at 30 September 2004 to fair value for fi nancial reporting purposes. The fair 
value was assessed using economic value methodology based on the discounted cash fl ows able to be generated by the relevant plant, property 
and equipment. The values were determined by independent valuers, Deloitte, Chartered Accountants. Non-generation land and buildings 
were revalued in 1999 by independent registered valuers, Valuation New Zealand.

8.  INVESTMENTS
     
Shares in Subsidiary Companies at Cost   -   -   14,300   14,300 
     
Subsidiaries Comprise: % Holding Activities   
King Country Energy Generation Limited 100 Energy Generation   
King Country Energy Mangahao Limited 100 Energy Generation   
King Country Energy Retail Limited 100 Energy Retailing   
     
All Companies have 31 March balance dates.     
     
King Country Energy Mangahao Ltd was incorporated on 3 December 1997 and commenced operations on 23 December 1997 when it purchased 
the Mangahao power station in conjunction with Todd Mangahao Ltd. These two organisations have an unincorporated joint venture in which 
King Country Energy Mangahao Ltd has a contributory and participating interest of 50%.      

     
King Country Energy Generation Ltd and King Country Energy Retail Ltd were incorporated by the Company on 7 January 1999 and commenced 
operation on 1 March 1999 when they acquired certain assets and business operations from the Company.

Group  Parent
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  31.03.07 31.03.06 31.03.07 31.03.06
  $’000 $’000 $’000 $’000
9.   INTANGIBLE ASSETS
     
Goodwill Arising on Acquisition of Retail Business   2,400   2,400   -   - 
Accumulated Amortisation   (960)  (840)  -   - 
   1,440   1,560   -   - 

The Directors do not believe there has been any impairment in the value of goodwill.     

10.  BORROWINGS     
     
Current Borrowings
Capitalised Lease Obligations   59   51   59   51 
     
Non Current Borrowings     
Capitalised Lease Obligations   118   177   118   177 
     
Capitalised Lease Obligations Repayment Schedule     
Within One Year   59   51   59   51 
One to Two Years   65   59   65   59 
Two to Five Years   53   118   53   118 
   177   228   177   228 

11.   CAPITAL COMMITMENTS      

The following amounts have been committed to by the Group but not recognised in the fi nancial statements    

Capital Expenditure     
Wairere Station Flap Gates   -   345   -   - 
Wairere Station Unit 4 Overhaul   560   -   -   - 
Mangahao Station Guide Vane Replacement   80    -   - 
Mangahao Station Transformer Replacement   70   423   -   - 
   710   768   -   - 
Operating Leases     
Non-cancellable Operating Lease Commitments:     
Within one year   113   105   -   9 
One to two years   99   47   -   - 
Two to fi ve years   54   52   -   - 
Beyond Five years   -   -   -   - 
   266   204   -   9 
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NOTES TO THE
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12.   SUMMARY OF INTEREST IN JOINT VENTURES

Mangahao Joint Venture

Subsidiary Company, King Country Energy Mangahao Ltd is the participant in the unincorporated joint venture, Mangahao Joint Venture, for 
the generation of electricity at an established hydro electric power station at Mangahao. King Country Energy Mangahao Ltd has a 50% interest 
in this joint venture.

The Group’s Share of Operating Revenues and Expenses
Revenue 4,376   4,613
Expenses  (2,705)  (2,764)
  1,671   1,849 
The Group’s Share of Assets and Liabilities
Current Assets  440   388 
Plant, Property & Equipment  36,488   36,987 
Current & Non-Current Liabilities  (5,458)  (5,405)
  31,470   31,970

13.   RELATED PARTY TRANSACTIONS

Group Companies are parties to a number of transactions with the following related parties:

- Todd Petroleum Mining Company Limited, a 35% shareholder in King Country Energy Limited (hereafter referred to as Todd Energy)
-  Bay of Plenty Electricity Limited (a wholly owned subsidiary of Todd Energy)
-  Mangahao Joint Venture, in which the joint venture partners are King Country Energy Mangahao 50%
-  Stubbs Topham & Sears Ltd, a Chartered Accountancy fi rm in which Jeremy Stubbs, is a director.

All related party transactions are conducted on an arms length basis and provide benefi ts to both parties through the sharing of costs. All 
related party transactions are part of the ordinary on-going business operations of the Group. No related party debts were written off  or 
forgiven during the year (2006: nil).

The Group and Todd Energy are parties to a service agreement under which Todd Energy provided at the request of the Group, certain services 
including marketing, risk management, general support and expertise in respect of the electricity market. These  services are provided to the 
Group at their cost to Todd Energy.

Todd Energy holds the management contract for the Mangahao Joint Venture under which Todd Energy manages the Joint Venture on a no 
profi t / no loss basis and both parties to the Joint Venture are required to fund the operating expenditure of the Joint Venture in proportion to 
their participating interests.

King Country Energy Retail Ltd and the Mangahao Joint Venture are parties to a long term electricity hedge contract. This hedge contract is a 
contract for diff erences under which the parties agree to settle in cash the diff erence between a fi xed price at a fi xed future point in time and 
the relevant spot price in relation to an agreed volume of electricity. The Hedge Contract expires in December 2012. 
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The Parent acts as a funder for its subsidiaries and provides accounting and certain other administrative services for them.  Advances within the 
Group are  repayable on demand and interest is charged on the outstanding balances at market interest rates on a monthly basis.

King Country Energy Retail Ltd purchases electricity from King Country Energy Generation Ltd.  Purchases are carried out at the applicable 
wholesale electricity market prices.  
Stubbs, Topham & Sears Ltd provided executive payroll services to the Group during the year.

Transactions with Related Parties

Purchases 
Todd Energy 159 29 -  2 
Bay of Plenty Electricity Ltd 159 50 -  - 
Mangahao Joint Venture - - -  - 
Stubbs Topham & Sears Ltd 2 2 3  2 
     

Sales     
Todd Energy 5,403 6565  -  -
Bay of Plenty Electricity Ltd - 1 -  1 
Mangahao Joint Venture 51 2,105 -  - 

Balances with Related Parties

Payables
Todd Energy 8 15  -   - 
Bay of Plenty Electricity Ltd - 4  -   - 
Mangahao Joint Venture - -  -   - 

Receivables     
Todd Energy 1,025 1239 -  -
Bay of Plenty Electricity Ltd - - - - 
Mangahao Joint Venture 14 590 -  - 

Balances with Group Companies
King Country Energy Retail Limited    (28,820)  (19,271)
King Country Energy Generation Limited   33,237   27,846 
King Country Energy Mangahao Limited   9,271   11,197 
    13,688   19,772 
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NOTES TO THE

FINANCIAL STATEMENTS
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14.   FINANCIAL INSTRUMENTS

Fair Values
The carrying amounts of cash and bank balances are equivalent to their fair value. The carrying amounts of receivables and creditors are 
invoiced amounts taking account of any amounts considered irrecoverable and are equivalent to their fair value. The fair value of electricity 
price hedging contracts can vary day to day as the spot market price for electricity varies. Hedges and spot prices are based on half hour 
demands and there are therefore 48 varying prices for each block hedged. The nominal value of hedge prices contracted for at balance date for 
the Group relating to the period from 1 April 2007 to 31 December 2012 is estimated at $31.4 million (2006: $30.0 million for the period 1 
April 2006 to 31 December 2012).

Credit Risk
Financial instruments which potentially subject the Company to concentration of credit risk consist principally of cash and trade receivables. 
The maximum credit risk as defi ned by FRS 31 is the book value of these fi nancial instruments, however Directors consider the risk of non 
recovery of these amounts as being minimal. The Group places its cash deposits with high-credit-quality fi nancial institutions. Concentrations 
of credit risk with respect to receivables are limited due to a large number of customers included in the Company’s customer base. The Group 
requires a deposit for certain high credit risk customers if no credit references are received from other energy companies. No other form of 
security or collateral is required to support fi nancial instruments with credit risk.

Market Risk
The Group is exposed to market risk in respect of electricity purchases, this being a type of price risk as defi ned by FRS 31. The Group has 
entered into electricity hedge contracts with Todd Energy Ltd, Trust Power Ltd, Mangahao Joint Venture, Meridian Energy Ltd and Mighty River 
Power Ltd in order to minimise the risk of price fl uctuations on the electricity spot market. It is the Group’s current policy to hedge its estimated 
net electricity demand after allowing for periods of low hydro conditions.  At 31 March 2007 the Group has a fully balanced energy trading 
book. 

Under these contracts Group Companies agree a fi xed price (hedge price) for their estimated electricity needs with various counterparties. On 
maturity of these agreements any diff erence between the hedge price and the spot market price is settled between the parties. Settlement 
occurs irrespective of the amount of electricity actually supplied. If the spot market price is greater than the hedge price, the counterparty 
must settle the diff erence with the Group. Conversely if the spot market price is less than the hedge price, the Group must settle the diff erence 
with the counter party.

15.   DIVIDENDS

The Board of Directors resolved to pay a fi nal distribution of 12 cents per ordinary share (plus full imputation credits) in August 2006 and an 
interim distribution of 12 cents per ordinary share (plus full imputation credits) in November 2006 for a total cash distribution to shareholders 
during the year of $4,500,000 (2006 $4,500,000).

Subsequent to year end, the Board of Directors resolved to pay a fi nal dividend of 12 cents per ordinary share (plus full imputation credits), a 
total cash distribution of $2,250,000.  The dividend will be paid on 17 August 2007.
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16.   SEGMENTAL REPORTING

The Group operates within the electricity generation and retail industry in New Zealand.

17.  EVENTS SUBSEQUENT TO BALANCE DATE

Subsequent to balance date, the Board have declared a fully imputed cash dividend of 12 cents per ordinary share, a total of $2,250,000. This 
is equivalent to a 18 cents per share gross taxable dividend. The dividend will be paid on 17 August 2007.

The Todd Energy Limited off er to all shareholders to purchase 50.1% of the shares in the Parent at $5.00 per share closed on 8 June 2007 
without suffi  cient acceptances to fulfi ll the conditions of the off er. The off er therefore lapsed and the shareholding of Todd Energy remains 
unaltered from balance date.

Subsequent to balance date the service agreement between Todd Energy and the Group referred to in Note 13 was terminated. The services 
previously performed by Todd Energy for the Group will now be undertaken by either the Group or external contractors employed for that 
purpose. The transfer of services will cause the Group to breach the Electricity Governance rules but the breach will not be signifi cant for the 
market. The Electricity Commission has been kept fully informed of the matter and no penalty for the breach is expected.

Since 31 March 2007 the Government has announced the rate for company tax will reduce from 33% to 30% eff ective for years beginning on 
1 April 2008.

The fi nancial eff ects of the change in tax rate have not been brought to account in the fi nancial statements for the year ended 31 March 2007. 
Had the fi nancial eff ect of the change in tax rate been recognised at 31 March 2007 there would have been a reduction in the balance of the 
deferred tax liability of $652,000 and a decrease in income tax expense of $652,000. 

18.   CONTINGENT GAINS & LOSSES

The following matters have not been recognised in the fi nancial statements because of the uncertainty associated with their outcomes.
The amounts disclosed are net of any applicable tax.

Mokauiti Flooding Claim
A claim has been made against the Group by two farmers alleging that their farmland has been subject to fl ooding as a result of the Mokauiti 
dam.  The claim is not wholly quantifi ed but is in the order of $210,000.  The Group disputes this claim, which is being defended.

FreshStart Metering Litigation
King Country Energy is a party to litigation proceedings being brought against the FreshStart joint venturers by a metering company 
concerning disputed metering charges relating to 2002 and 2003.  The Group’s share of the claim being brought is in the order of $125,000.  
The Group disputes this claim, which is being defended.

19. INTERNATIONAL FINANCIAL REPORTING STANDARDS

In December 2002 the New Zealand Accounting Standards Review Board (ASRB) announced that New Zealand entities required to comply 
with New Zealand Financial Reporting Standards (NZ FRS) under Financial Reporting Act 1993 would be required to apply International 
Financial Reporting Standards (IFRS) for fi nancial periods commencing on or after 1 January 2007 with earlier adoption permitted from 1 
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January 2005. The new standards that have been approved by the ASRB for application in New Zealand are referred to as New Zealand 
equivalents to International Financial Reporting Standards (NZ IFRS) as certain adaptations have been made to refl ect New Zealand 
circumstances.

The Group has commenced reviewing its accounting policies and fi nancial reporting to comply with NZ IFRS. The Group has allocated internal 
resources and is carrying out impact assessments to isolate key areas that will be impacted by the transition to NZ IFRS and to facilitate 
adoption of NZ IFRS across the Group. The Group has yet to determine its transition date to NZ IFRS, however the Group must publish its fi rst 
set of annual fi nancial statements prepared under NZ IFRS for the year ending 31 March 2008 at the latest.

The Group has yet to fi nalise its accounting policies under NZ IFRS and as a consequence is yet to quantify with any degree of certainty the 
adjustments that will be required in the consolidated statement of fi nancial position on adoption of NZ IFRS and the impact on fi nancial 
performance thereafter.

The key diff erences between current NZ FRS and NZ IFRS identifi ed to date as potentially having a signifi cant eff ect on the Group’s fi nancial 
statements are summarised below.

FINANCIAL INSTRUMENTS

All electricity hedge contracts will be recorded in the statement of fi nancial position at fair value under NZ IFRS and be adjusted against 
opening equity. Any movements of the fair value of these instruments from year to year will have the potential to aff ect the statement of 
fi nancial performance and the statement of fi nancial position, the extent to which will depend on whether hedge accounting is adopted. The 
fi nancial impact of the change is not yet reliably estimable.

DEFERRED TAXATION

The NZ IFRS basis of accounting for deferred tax is conceptually diff erent to current NZ FRS. Under current NZ FRS deferred taxation is calculated 
using the income statement approach whereas under NZ IFRS deferred taxation will be based on a balance sheet approach. This method 
recognises deferred tax balances where there is a diff erence between the carrying value of an asset or liability and its tax base. The most 
signifi cant impact for King Country Energy will be in recognition of a deferred tax liability in relation to the revaluation of generation assets. 
The fi nancial impact of this change is not yet reliably estimable.

GOODWILL

The group currently amortises goodwill over a period of 20 years. Under NZ IFRS the remaining balance of goodwill will not be subject to 
amortisation, but will be subjected to an annual impairment test, which may give rise to an impairment expense if the recoverable amount is 
assessed to be lower than its carrying value.

This summary should not be taken as an exhaustive list of all the diff erences between NZ FRS and NZ IFRS. Further, the eff ects of these 
diff erences have not yet been quantifi ed by the Group. Accordingly there can be no assurances that the fi nancial performance and fi nancial 
position as disclosed in these fi nancial statements would not be signifi cantly diff erent if determined in accordance with NZ IFRS.
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To the Shareholders of King Country Energy Limited.
We have audited the fi nancial statements on pages 21 to 38.  The fi nancial statements provide information about the past fi nancial 
performance of the company and group and their fi nancial position as at 31 March 2007.  This information is stated in accordance 
with the accounting policies set out on pages 25 to 28.

This report is made solely to the company’s shareholders, as a body, in accordance with Section 205(1) of the Companies Act 1993.  
Our audit has been undertaken so that we might state to the company’s shareholders those matters we are required to state to them 
in an auditor’s report and for no other purpose.  To the fullest extent permitted by law, we do not accept or assume responsibility to 
anyone other than the company and the company’s shareholders as a body, for our audit work, for this report, or for the opinions we 
have formed.

Directors’ Responsibilities
The directors are responsible for the preparation of fi nancial statements which comply with generally accepted accounting practice in 
New Zealand and give a true and fair view of the fi nancial position of the company and group as at 31 March 2007 and of their 
fi nancial performance and cash fl ows for the year ended on that date.

Auditor’s Responsibilities
It is our responsibility to express an independent opinion on the fi nancial statements presented by the directors and report our 
opinion to you.

Basis of Opinion
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the fi nancial statements. 

It also includes assessing:

• the signifi cant estimates and judgements made by the directors in the preparation of the fi nancial statements; and

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

We conducted our audit in accordance with generally accepted auditing standards in New Zealand.  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 suffi  cient 
evidence to give reasonable assurance that the fi nancial 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 fi nancial 
statements.

Other than in our capacity as auditor we have no relationship with, or interest in, the company or any of its subsidiaries.

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

In our opinion:

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

• the fi nancial statements on pages 21 to 38.

 - comply with generally accepted accounting practice in New Zealand; and

 - give a true and fair view of the fi nancial position of the company and group as at 31 March 2007 and their fi nancial   
  performance and cash fl ows for the year ended on that date.

Our audit was completed on 8 June 2007 and our unqualifi ed opinion is expressed as at that date.

Wellington

AUDITORS’ REPORT
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TWENTY LARGEST SHAREHOLDERS 

The names of the twenty largest shareholders as at 31 March 2007 are listed below.

Name Number Held %
Todd Energy Limited 6,633,046 35.4
King Country Electric Power Trust 1,875,000 10.0
Waitomo Energy Services Customer Trust 1,503,514 8.0
Custodial Services Ltd 404,108 2.1
Scotland’s Farms Ltd 135,420 0.7
ASB Nominees Ltd 88,800 0.4
A E Guy 75,000 0.4
B A Hart & L M Fitness & KJ Gilligan 69,000 0.3
A P Thomas & G E Thomas 61,817 0.3
B A Hart 60,000 0.3
P R Muir 57,500 0.3
J L Milmine & S G Signal 55,000 0.2
H D Spencer 48,000 0.2
A J Nation & J D Hammond & T A Nation 42,164 0.2
S C & J A Nation & K J Young 42,163 0.2
L J Christie 42,000 0.2
J A & R B Stuart & M L Rendall 40,000 0.2
R E Buckley 36,965 0.1
A D Maxwell 36,791 0.1
D A & L J McCohan & C R Jackson 34,405 0.1
 11,340,693 60.4

STATUTORY & OTHER INFORMATION

DIRECTOR SHAREHOLDINGS

 Number Held at Number Held at
 31 March 2007 31 March 2006
A J Palmer - -
G R H Gower 8,425 8,425
R G Tweedie 22,000 22,000
R G Tweedie - Benefi cial Interest 7,000 7,000
R K Deppe - Trustee Interest 5,000 5,000
J G O Stubbs - Benefi cial Interest 25,180 20,000
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The distribution of the shareholdings as at 31 March 2007 is as follows. 

Holdings Ranges Holders  Total Units % 
1-1,000  6,879 3,054,124 16.3
1,001-5,000  1,849 3,203,135 17.1
5,001-10,000  64  513,231 2.7
10,001-100,000  55 1,463,242 7.8
100,001-10,000,000  6 10,516,268  56.1 
 8,853 18,750,000 100.0



DIRECTORS & OFFICERS INSURANCE

The Company has arranged comprehensive policies of insurance which indemnify Directors and Offi  cers against specifi c legal 
liabilities which may arise as a result of actions undertaken by them in the course of their duties, provided they operate in good 
faith and within the law. The Directors and Offi  cers insurance cover during the year was $15 million. During the year, the company 
paid insurance premiums totaling $11,625 in respect of Directors and Offi  cers Liability Insurance. The policies do not specify the 
premiums for individual Directors and Offi  cers. 

INTERESTS REGISTER 

The Company and its subsidiaries are required to maintain an Interests Register in which the particulars of certain transactions 
and matters involving the directors must be recorded. The Interests Register for the Company is available for inspection at the 
head offi  ce of the Company. 

DIRECTORS’ REMUNERATION

   For year ended  For year ended
    31 March 2007  31 March 2006
 A J Palmer $34,632 $34,632 
 G R H Gower $24,592 $24,592
 R G Tweedie $24,592 $24,592 
 R K Deppe  $24,592 $24,592
 J G O Stubbs $24,592 $24,592 
  $133,000 $133,000

DIRECTOR BENEFITS 

No Director of the Company has, since the end of the previous fi nancial year, received or become entitled to receive a benefi t (other 
than a benefi t included in the total emoluments received or due and receivable by Directors shown above). 

USE OF COMPANY INFORMATION 

No Director issued a notice requesting to use information received in their capacity as a Director which would not otherwise be 
available to the Director. 

DONATIONS 

No donations were made during the year ended 31 March 2007. 

CONSTITUTION 

King Country Energy Ltd is a limited liability company registered under the New Zealand Companies Act 1993. A copy of the 
Company’s constitution can be obtained from the Company’s registered offi  ce. 

EMPLOYEE REMUNERATION 

Employees who received remuneration and other benefi ts during the year ended 31 March 2007 exceeding $100,000 were: 

Remuneration Range    Number of  Employees 
 2007 2006
$110,000 - $120,000 - 1
$170,000 - $180,000 - 1
$200,000 - $210,000 1 -

AUDITORS 

The remuneration for services provided by auditors for the current year is set out in Note 2 to the Financial Statements. 

The principal auditor for the Group is Ernst & Young. During the current year, no services other than audit services were provided 
by Ernst & Young. 
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Notice is hereby given that the fi fteenth Annual General Meeting of shareholders of King Country Energy Limited will be held at 
the Little Theatre, Taumarunui on Tuesday 7 August 2007 at 1.30 pm. 

Ordinary Business 

1.  To receive and consider the enclosed Financial Statements together with the Reports of the Directors and Auditors for the 12 
months ended 31 March 2007. 

2.  To confi rm the fi nal dividend authorised by the Board being the payment of twelve cents per share (plus full imputation 
credits) which is equivalent to a gross taxable dividend of some 18 cents per share out of retained earnings and amounting to 
$2,250,000 to be paid on 17 August 2007. 

3.  To elect two Directors on the retirement of Messrs Tony Palmer and Jeremy Stubbs who, being eligible under Clause 16.4 of 
the Constitution off er themselves for re-election. 

4.  To approve the remuneration of the Directors pursuant to Clause 16.7.1 of the Constitution. The Directors recommend that 
their remuneration be increased to $175,000 for the year ending 31 March 2008 to be divided amongst them in such manner 
as they determine. 

5.  To appoint Ernst & Young as auditor of the company pursuant to section 200(1) of the Companies Act 1993. 

6.  To authorise the Directors to fi x the remuneration for the ensuing year of the auditors.

7.  To consider and vote on the following resolution lodged by a shareholder, “that the directors apply to list the company on the 
New Zealand Stock Exchange to facilitate the improvement in share trading liquidity and enhance share holder value”.

8.  To transact any other business which, may be brought forward in conformity with the Constitution. 

General Note 

1.  All shareholders entitled to vote at the meeting may appoint a proxy to attend and vote in their stead. A tear-out, postage 
paid, proxy form can be found opposite. The proxy need not be a shareholder of the Company but proxy forms must be 
deposited at the registered offi  ce of the Company at least 48 hours before the time of the meeting. 

2.  In the case of joint shareholders, the vote of the senior who tenders a vote, whether in person or by proxy, will be accepted to 
the exclusion of the votes of the other joint holders and - for this purpose - seniority will be determined by the order in which 
the names stand in the share register. 

3.  Shareholders attending the meeting are requested to allow suffi  cient time for formalities at entry to permit the meeting to 
commence promptly at 1.30 pm. 

NOTICE OF MEETING
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I        of

Being a shareholder of KING COUNTRY ENERGY LIMITED hereby appoint

or failing him or her
as my proxy to vote for me and on my behalf at the meeting of shareholders to be held on the 7th day of August 2007, 
and at any adjournment thereof.

SIGNED this     day of       2007

Signature

This form is to be used in favour of/against the resolution. 
(strike out the inappropriate words)

Unless otherwise instructed the proxy will vote or abstain from voting as he or she thinks fi t.

ITEM 1 That the Annual Report, Statement of Financial Position and Statement of Financial Performance for 
the Year Ended 31 March 2007, be Received and Adopted.

 
 IN FAVOUR OF / AGAINST

ITEM 2 To confi rm the fi nal dividend authorised by the Board being the payment of twelve cents per share 
(plus full imputation credits ) which is equivalent to a gross taxable dividend of some 18 cents per 
share out of retained earnings and amounting to $2,250,000 to be paid on 6 August 2007.

 
 IN FAVOUR OF / AGAINST

ITEM 3 That Mr. Tony Palmer be re-appointed a Director of the Company. 
 
 IN FAVOUR OF / AGAINST

ITEM 4 That Mr. Jeremy Stubbs be re-appointed a Director of the Company.
 
 IN FAVOUR OF / AGAINST

ITEM 5 That the remuneration of the Directors be increased to $175,000 for the ensuing year ended 31 March 
2007 to be divided amongst them in such a manner as they determine.

 
 IN FAVOUR OF / AGAINST

ITEM 6 That Ernst & Young be appointed as auditor of the Company.
 
 IN FAVOUR OF / AGAINST

ITEM 7 That the Directors be authorised to fi x the remuneration of the auditors for the ensuing year.
 
 IN FAVOUR OF / AGAINST

ITEM 8 That the directors apply to list the company on the New Zealand Stock Exchange to facilitate the 
improvement in share trading liquidity and enhance share holder value.

 
 IN FAVOUR OF / AGAINST

PROXY FORM 
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