




















NGC HOLDINGS LIMITED  
GAS RETAILING ACTIVITIES  
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED 30 JUNE 2007 

 

9.  PROPERTY, PLANT AND EQUIPMENT 

2007 
COST / 

VALUATION 
$000 

ACCUMULATED 
DEPRECIATION 

$000 

NET BOOK VALUE 
 

$000 

Plant, vehicles, equipment 1,869 (1,230) 639 

Total 1,869 (1,230) 639 

    

2006 
COST / 

VALUATION 
$000 

ACCUMULATED 
DEPRECIATION 

$000 

NET BOOK VALUE 
 

$000 

Plant, vehicles, equipment 329 (246) 83 

Total 329 (246) 83 

      The corporate non-system fixed assets have been allocated to the gas retailing activities in 2007. These assets were not allocated in 
2006 but their use was charged to the business by way of a management fee. 

10. FINANCIAL INSTRUMENTS 

A comprehensive treasury policy approved by the Vector board of directors is used to manage the risks of financial instruments. The 
policy outlines the objectives and approach that are adopted in the treasury management processes. The policy covers, among other 
things, management of credit risk, interest rate risk, funding risk, liquidity risk, currency risk and operational risk. 
A detailed disclosure of Vector group’s financial instruments is available under Note 30 of the Vector group’s annual report for the year 
ended 30 June 2007. 

INTEREST RATE RISK 
Interest rate exposures are actively managed in accordance with treasury policy.  In this respect, at least forty percent of all debt must 
be at fixed interest rates or effectively fixed using interest rate swaps, forward rate agreements, options and other derivative 
instruments. 

FOREIGN EXCHANGE RISK 
In this reporting period transactions in foreign currencies have been conducted for the purpose of protecting the NZ$ value of capital 
expenditure.  

There are outstanding forward exchange contracts. At balance date there is no significant exposure to foreign exchange risk. 
 

 
 
 
 
 
 



NGC HOLDINGS LIMITED  
GAS RETAILING ACTIVITIES  
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE YEAR ENDED 30 JUNE 2007 
 

10. FINANCIAL INSTRUMENTS (CONTINUED) 

 
CREDIT RISK 
In the normal course of business, there is exposure to credit risks from energy retailers, financial institutions and trade debtors.  There 
are credit policies, which are used to manage the exposure to credit risks. 
As part of these policies, exposures are limited to financial institutions having at least a credit rating of A+ long term from Standard & 
Poor’s (or equivalent rating). In addition, limits on exposures to financial institutions have been set by the Vector board of directors and 
are monitored on a regular basis. In this respect, credit risk is minimised by spreading such exposures across a range of institutions. 
There is no anticipation of non-performance by any of these financial institutions.  
There are some concentration of credit exposures with a few large energy retailers and large energy customers. To minimise this risk, 
credit evaluations on all energy retailers and large energy customers are undertaken and a requirement for a bond or other form of 
security where deemed necessary is placed.  
Cash deposits with a small number of banking institutions are placed and limits are set for the amount deposited with each institution. 
The maximum exposure to credit risk is represented by the carrying value of each financial asset. 

   

  
2007 

CARRYING 
AMOUNT 

         $000 

2006 
CARRYING 

AMOUNT 
         $000 

Cash    - 1,554 

Trade receivables   36,472 23,322 
 
LIQUIDITY RISK 
 
Liquidity risk is the risk of encountering difficulty in raising funds at short notice to meet financial commitments as they fall due.  
In order to reduce the exposure to liquidity risk, access to un-drawn committed lines of credit has been established. 

 

11. CONTINGENT LIABILITIES 
The directors are aware of claims against entities within the Vector group and, where appropriate, have recognised provisions for these 
within the financial statements. No material contingencies requiring disclosure have been identified (30 June 2006: nil). 
 
 
12. RELATED PARTY BORROWINGS 
Borrowings are a notional apportionment of the Vector group debt facilities including bank loans, a working capital facility, medium term 
notes - floating rate A$, capital bonds,  fixed interest rate bonds,  private placement senior notes and NZ floating rate notes.   All 
borrowings are unsecured with all bank loans and medium term notes being subject to negative pledge arrangements.   
Interest cost on the borrowings has been calculated using a weighted average interest rate of 7.47% applicable to the Vector Group. 
Borrowings are classified between current and non-current dependent on expected repayment dates. Borrowings are subject to various 
lending covenants. These have all been met for the years ended 30 June 2007 and 30 June 2006. 
A detailed disclosure of Vector group’s borrowings is available under Note 29 of the Vector Group’s annual report for the year ended 30 
June 2007. 
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GAS RETAILING ACTIVITIES  
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13. TRANSACTIONS WITH RELATED PARTIES 

 
NATURE OF THE TRANSACTION RELATED PARTY 2007 

$000 
2006 
$000 

Sold gas based on standard terms and conditions. Kapuni Energy Joint Venture  6,381 5,968 
    
Sold fuel gas on standard terms and conditions. Kapuni Gas Treatment Plant  3,445 3,086 
    
Sold gas for use in the compressors and line heaters on 
standard terms and conditions. 

Gas Transmission Activities 3,456 3,279 

    
Purchased gas based on actual amounts billed and notional 
revenue charged to gas retailing activities based on gas 
wholesales’s cost of gas. 

Gas Wholesaling Activities  277,157 101,087 

    
Purchased gas transmission services based on actual revenue 
charged and notional revenue charged to gas retailing 
activities. 

Gas Transmission Activities  30,885 30,591 

    
Purchased gas processing services based on notional revenue 
charged to gas retailing activities. 

Kapuni Energy Joint Venture and  
Kapuni Gas Treatment Plant  

7,615 182 

    
Purchased distribution services based on standard terms and 
conditions. 

Gas Distribution Activities  3,640 3,282 

    
Purchased metering services based on standard terms and 
conditions. 

NGC Metering Limited  567 1,028 

    
Purchased distribution services based on standard terms and 
conditions. 

Vector Limited  4,555 3,842 

    
Loan advance Vector Limited 1,044 - 

 

14. INTERNATIONAL FINANCIAL REPORTING STANDARDS 

A detailed disclosure of the Vector group’s New Zealand equivalents to International Financial Reporting Standards (NZ IFRS) transition 
management, impacts on transition to NZ IFRS, significant changes in accounting policies on transition to NZ IFRS and exemptions 
taken on transition to NZ IFRS is available under Note 34 of the Vector group’s annual report for the year ended 30 June 2007. 

 




