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1.
PERFORMANCE OVERVIEW

1.1 FINANCIAL PERFORMANCE

The financial information for the year to date has been compared to the 2016-17 MYR, which was published in December 2016.
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Revenue 2,329.1 2,279.3 49.7

Direct costs (1,854.3) (1,853.9) (0.4)

Gross profit 474.8 425.5 49.3

Other income 49.8 52.7 (3.0)

Operating costs (287.4) (288.8) 1.4

Doubtful debts expense (9.7) (7.3) (2.3)

EBITDA 227.5 182.1 45.4

Depreciation & Amortisation (124.1) (127.5) 3.4

EBIT 103.4 54.6 48.8

Net finance cost (12.7) (16.8) 4.0

Share of profit (joint ventures) 0.4 3.1 (2.6)

Reported NPBT 91.1 40.8 50.2


The March 2017 YTD reported net profit before tax of $91.1 million is $50.2 million above budget. The key reasons for the favourable variance to budget are:

1. Overall favourable revenue variance of $49.7 million, the combined result of:

a. Favourable electricity revenue (higher $57.6 million or 2.7 per cent), primarily the combination of;

i. Favourable impact of higher than forecast current year retail sales volume (higher 71.0 GWh / 1.0 per cent and contributing an additional $22.3 million in revenue) and $18.8 million attributable to previous year true up of estimated sales volume that is billed in the current year; 

ii. Higher operating subsidy receipts ($6.5 million above budget) primarily reflecting higher A1 tariff customer sales (higher 102.9 GWh); and

iii. Favourable impact of unbudgeted wholesale sales (273.6 GWh) to Bluewaters Power, following the unplanned outage at Bluewaters 2 unit, contributing additional revenue of $15.9 million.  

b. Unfavourable gas revenue (lower $7.8 million or 6.5 per cent) due to unfavourable average wholesale sales prices (lower $0.7/TJ or 11.2 per cent) and lower than expected wholesale and retail gas sales volume (lower 275.2 TJ or 3.8 per cent and 347.4 TJ or 2.6 per cent) respectively. 

2. Overall unfavourable variance in direct costs of $0.4 million, the combined result of:

a. higher electricity purchases ($27.3 million), network costs ($21.8 million) and renewable certificate costs ($9.0 million) associated with higher retail sales volumes discussed in 1 above; offset by 

b. lower than budget gas commodity costs resulting, primarily due to the favourable impact of the delayed Gorgon gas supply contract and resulting in lower than budget gas trading ($22.8 million) and generation fuel ($16.8 million) costs; and

c. non-cash gain of $20.7 million on revaluation of gas swap liabilities. 

3. Other income is below budget mainly due to actual profit of $47.4 million on sale of Synergy’s 50 per cent share in Mumbida Wind Farm joint venture compared to a budget of $52.3 million.

4. Operating costs are tracking in line with budget.

5. Doubtful debt expense is now tracking above budget and expected to increase over the remainder of FY17. This increase is primarily attributable to a reassessment of the recovery of Synergy’s trade receivables in circumstances of increased economic hardship for Synergy customers.

6. Depreciation and amortisation charge is tracking in line with budget.

7. Net finance costs ($4.0 million favourable variance) is due to higher than anticipated interest receipts.

8. Contribution from joint ventures ($2.6 million unfavourable variance) is due to a lower than anticipated profit earned by Synergy’s joint ventures. 

2.
CORPORATE DASHBOARD
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4.3 1.9 unfavourable

Compliance (Regulatory)

Compliance (Environmental)

EBITDA ($M) 227.5 182.1 25.0% 

Net Promoter Score - Combined (#) 69.1 64.0 5.1

Corporate Performance Indicators Actual Target Var. 

No Regulatory breaches recorded

No Environmental breaches recorded


There were four instances of recordable injuries over the February and March period, these included three minor tissue injuries and one minor laceration.
3.


Commercially sensitive information deleted in accordance with Section 109(3) of the Electricity Corporations Act 2005.
SEGMENT REPORT FOR PERIOD ENDED 31 MARCH 2017

Segment reporting for the Electricity Generation and Retail Corporation (EGRC) is required under Part 2 of The Electricity Corporations (Electricity Generation and Retail Corporation) Regulations 2013 (the Regulations).

The Regulations also require that the quarterly report under Section 106 of the Electricity Corporations Act 2005 include a separate statement of financial performance for each EGRC business unit for the quarter to which the report relates. This report is required to be submitted within 30 days of the quarter end.  

For management purposes, EGRC is organised into business units based on its functions and activities, and has four reportable operating segments as follows:
· Generation Business Unit (GBU), which manages operations involving the construction or operation of generating works (as defined in the Electricity Industry Act 2004 section 3), and the operations of the subsidiary, Vinalco.

· Wholesale Business Unit (WBU), which oversees all operations involving the wholesale acquisition or supply of electricity (including pricing in respect of such acquisition or supply), or the acquisition or supply of wholesale products (including pricing in respect of such acquisition or supply).

· Retail Business Unit (RBU), which manages operations involving the pricing, sale and marketing of electricity to customers served by the South West interconnected system.

· Corporate Shared Services (CSS), which is responsible for operations relating to the following activities: corporate planning and strategy; organisational development; accounting, financial and legal matters; human resources; information technology support; regulatory and compliance matters; communications; billing; record keeping, and any other operations (excluding generation operations, wholesale operations and retail operations) undertaken in connection with two or more business units.

Inter-segment revenues are eliminated upon consolidation and reflected in the eliminations column. 

Formal transfer pricing arrangements exist between:

· GBU and WBU: whereby GBU is compensated for both; maintaining and making available a fleet of plant, as well as the efficient utilisation of that plant; and

· WBU and RBU: whereby WBU sells energy to RBU on an arms-length basis.  

No formal transfer pricing arrangements currently exist between CSS and other business units.
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Financial Year 2017 GBU WBU RBU CSS Eliminations Consolidated

$'000 $'000 $'000 $'000 $'000 $'000

External customers 66,379 226,553 2,037,614 -                     -                     2,330,547

Inter-segment 454,753 1,114,726 -                     -                     (1,570,970) (1,491)

Total revenue 521,132 1,341,280 2,037,614 -                     (1,570,970) 2,329,056

Cost of sales (285,476) (1,034,849) (2,104,945) -                     1,571,009 (1,854,260)

Operating costs (167,531) (3,846) (52,998) (69,410) 6,411 (287,374)

Doubtful debts -                     -                     (9,672) -                     -                     (9,672)

Other income 8,041 (4) 14 33,883 7,821 49,754

(444,967) (1,038,699) (2,167,600) (35,527) 1,585,241 (2,101,552)

EBITDA 76,165 302,580 (129,985) (35,527) 14,271 227,504

Depreciation and amortisation (107,837) (159) (7,981) (9,426) 1,258 (124,144)

Segment profit / (loss) (31,671) 302,422 (137,966) (44,953) 15,529 103,360

Unallocated items:

Finance income 8,457

Finance expense (21,198)

Net finance costs (12,741)

Share of profit of joint ventures 435

Net profit before tax 91,054

Tax expense @30% (provisional) (27,316)

Profit for the year from continuing operations 63,738
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