Interim Report 2007

$45 million
net profit

9 cents per

share distribution

Softer than expected trading conditions and losses from VIP commission
play at SKYCITY Auckland, together with disappointing cinema revenues,
dictated the SKYCITY first-half result. Elsewhere in the Group and in the
non-gaming businesses at Auckland, revenues and earnings were in line
with expectations. Although Group revenues rose 8.5% to $419.2 million
in the six months to December 2006, Group net profit of $45.0 million was
23% down on the $58.6 million profit reported in 1H06. After adjusting
for non-recurring items and VIP at theorectical win rate, the underlying
normalised 1H07 profit was $48.2 million.
+ S
 KYCITY Auckland’s lower revenue result was driven by an 8% fall in gaming revenues,
in particular table games and international VIP commission play. Strong non-gaming
results partly offset the reduced gaming performance, with hotels recording double-digit
revenue growth and SKYCITY Auckland Convention Centre consolidating its market
leadership position.
+ S
 KYCITY Adelaide continued to improve revenue and earnings performance. A
continuing positive customer response to the new facilities opened in June 2005 helped
to increase gaming revenues by almost 10%, with operating earnings (EBIT) increasing
by just over 10%.
+ SKYCITY Darwin delivered solid gaming and non-gaming revenue growth.
+ S
 KYCITY Hamilton’s excellent performance led to double-digit revenue and
earnings growth.  
+ SKYCITY Queenstown delivered positive earnings in 1H07.
+ S
 KYCITY Cinemas’ revenues were essentially flat on the back of low performing
film product.
+ Christchurch Casino traded in line with the corresponding prior period.
+ P
 rofit distribution 9 cents per share, to be paid on 13 April 2007 (entitlement date
14 March 2007). Distribution will be by non-taxable bonus shares with an option to
elect cash buyback. Election date for the buyback is on or before 11 April 2007.
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skycity is now in its second decade as a
diversified gaming and entertainment operator
We have market leadership in
entertainment and tourism
We have market reach, with a breadth of
exciting, trans-Tasman experiences
We have a powerful market brand
This creates a strong platform for growth
Maximising the potential of the business
will continue to enhance shareholder value
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Group result
SKYCITY has reported a lower net profit
outcome of $45 million for the half-year
period ended 31 December 2006, down
23% on the corresponding prior period.
Consistent application of the company’s 90%
distribution policy results in a reduced interim
distribution of 9 cents per share which will be
paid on 13 April 2007.
After adjusting for non-recurring gains and
restating VIP commission play at theoretical
outcomes, the underlying normalised profit
result for the period was $48.2 million.
Although Group revenues were up 8.5%, lower
gaming revenues and higher gaming expenses
at SKYCITY Auckland together with flat revenues
and increased expenses at SKYCITY Cinemas
reduced the Group earnings before interest

and tax result (EBIT) by just under 8% when
compared to the corresponding prior halfyear period.
As indicated in the company’s profit guidance
in October 2006, the first-half result reflects
unfavourable outcomes in Auckland VIP
commission play during the early part of the
half year and continuing weakness in the
economic and trading environment for the
Auckland business.
The Auckland result has been disappointing.
Our focus going forward is very clear: we will
concentrate on regenerating gaming revenues
and managing costs to improve gaming
margins, whilst maximising growth across the
business. We have market leadership, market
reach and market brand which provide a
sound base for future growth.
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Non-gaming revenues at Auckland increased
by 8% compared to the corresponding prior
period, with hotel revenues rising 18% and the
Auckland Convention Centre consolidating
its market leadership position. However, this
revenue growth was more than offset by gaming
revenues which were down by 8%, resulting in
an overall revenue decrease for the Auckland
business of 4.7%. Commission expenses
associated with VIP international play meant that
the gaming gross margin was down significantly
on the prior period.
The SKYCITY Cinemas result for the half year
reflects a lack of strong film product which also
affected the broader cinema exhibition sector.
Expectations are that film product during the
second half of the year will be of higher boxoffice appeal.
SKYCITY’s Adelaide, Darwin and Hamilton
operations continued to deliver sound revenue
and earnings results. A strong performance by
SKYCITY Hamilton, with double-digit revenue
and earnings growth, was particularly pleasing.
Christchurch Casino (in which SKYCITY has a
41% shareholding) and SKYCITY Queenstown
performed in line with expectations.

FY07 profit guidance
In conjunction with the half-year result
announcement on 28 February, SKYCITY has
provided guidance for the full-year net profit
outcome at around $100 million, based on the
half-year result and the directors’ assessment
of trading conditions for the second half. This
projection assumes that VIP commission play will
be at or around the theoretical win rate during
the second half, that the weaker economic
and trading conditions affecting the Auckland
business will continue, that higher quality film
product will improve cinema performance, and
that other SKYCITY operations will continue to
trade in a similar pattern to the first half.

SKYCITY Auckland
SKYCITY Auckland has reported strong
performances from its hotels, conventions, Sky
Tower and carparking activities during recent
years, both from existing assets and capital
investment initiatives, including the SKYCITY
Auckland Convention Centre and the SKYCITY
Grand Hotel. A continuation of this growth is
reflected in the first-half result.
SKYCITY Auckland is well under way with a $40
million renovation of its main gaming floor which
will significantly transform the look and feel of

 I s k y c i t y i n te r i m r ep o r t 2 0 0 7

the main floor experience. We are enhancing
gaming customer service programmes to provide
customers with further choice to best match
the entertainment experiences they seek. The
main floor make-over, which is scheduled to be
completed by December 2007, will provide an
exciting new environment for gaming customers
which we are confident they will enjoy.
Management’s focus is firmly targeted on
regenerating gaming revenues and achieving
a tight cost management environment in order
to rebuild the gaming earnings outcome for the
Auckland business.

SKYCITY Hamilton
SKYCITY Hamilton returned excellent
figures for first-half 2007, with revenues
up 19% and operating earnings up 32%.
SKYCITY Hamilton continues to show strong
growth and the introduction of additional
facilities will help to broaden and enhance
the entertainment experience for our
Hamilton customers.

Other New Zealand operations
SKYCITY Queenstown performed well, up
significantly, with international play being a
primary factor in the favourable comparison to
the prior period.
Christchurch Casino, in which SKYCITY holds a
41% shareholding interest, performed essentially
in line with the prior period. Christchurch Casino
directors are currently considering a range of
property enhancements and new facilities to
expand and refresh the customer experience at
that property.
SKYCITY Cinemas’ revenues were in line with
the prior period after adjusting for SKYCITY’s
increased ownership (from 50% to 100%
from 1 July 2006) in the cinema operations.
However, this period’s results included three
additional sites at New Plymouth, Queensgate
Lower Hutt, and The Embassy Wellington. As a
consequence, operating expenses were higher
and earnings margins were reduced. Cinema
management is confident that the new films
to be offered in the second half of the year
will have greater audience appeal, resulting in
improved financial performance.
SKYCITY has advised the sale of the SKYCITY
Metro Entertainment Centre in central Auckland
for $55.1 million. This more than covers the
acquisition cost of the Village Roadshow 50%
joint venture interest in July 2006.

Australian operations
SKYCITY’s operations in Adelaide and Darwin
performed well during the first half and we
anticipate this will continue into the second half
of the financial year. Acquisition of the Darwin
property in mid 2004 has proved to be a highly
value-adding investment for the SKYCITY Group.
A total of 34% of Group revenues and 26% of
Group operating earnings are now contributed
by the company’s Australian operations.

SKYCITY Adelaide
SKYCITY Adelaide produced a good half-year
result. Revenues increased by almost 10%
and operating earnings by just over 10%. The
Adelaide property has benefited from the
A$21 million Southside development, with its
new restaurant, bar and gaming area, which
was completed in June 2005. However, the
subsequent stages of the A$75 million, threeyear property development programme have
been delayed, pending an outcome to the longawaited decision on the carpark component of
the project. We continue to await a government
decision on this important prerequisite element
of the overall Adelaide upgrade.
Until the redevelopment project is completed
SKYCITY Adelaide’s revenues and earnings
will be affected by the property’s less than
optimal presentation and experience for
customers. The introduction of smoking bans
in South Australia from October this year can
be expected to restrict SKYCITY Adelaide’s
revenues and earnings during the FY08/FY09
period. Our best assessment of the Adelaide
smoking ban impact is that it will be essentially
similar to that experienced at our New Zealand
properties during the 18-month period following
introduction of bans in December 2004.

SKYCITY Darwin
SKYCITY Darwin continues to expand revenues
and grow earnings. Since acquisition in
July 2004, SKYCITY Darwin has consistently
outperformed expectations and we look forward
to the growth trends continuing. SKYCITY
Darwin’s revenues were up by 6% over the
prior period, with earnings (EBIT) increased
by just over 10%.
Earlier this year, we were pleased to report
the extension of the Darwin casino licence
from 2015 until 2026. Together with a five-year
renewal process, this will mean an effective

15/20-year perpetual licence term. This licence
extension creates the longer-term framework
within which we can consider the future
development of our Darwin property.

Conclusion
SKYCITY has experienced a difficult start to its
2007 financial year and we are not anticipating
any significant changes to the trading patterns
in the second half. We do not, however, expect
a repeat of the abnormal VIP international
play outcome.
The first-half result was primarily impacted by
two factors in our Auckland gaming business
– an adverse VIP international play result at well
below the theoretical win rate and lower than
anticipated revenues from local gaming play.
Management is focused on identifying and
implementing actions to refresh and enhance
both the gaming presentation and the overall
gaming experience for our Auckland customers.
We are also committed to capitalising on the
favourable trends within our other areas of
business across the Group.
SKYCITY Entertainment Group is a wellperformed company. In this half-year result we
have reported a disappointing outcome for
the Auckland gaming operation but we do not
believe this is a sign of an adverse trend within
the sector. Our priority now is to reinvigorate the
gaming customer experience with completion
of the main floor renovation project by the
end of this calendar year. We anticipate the
disappointing first-half cinema performance will
improve, through increased audience response
to improved film product during the second-half
of the financial year.
Elsewhere in the Group we have delivered a
good overall result. This confirms the underlying
strength and growth potential of our diversified
gaming and entertainment business model
in our various locations in both New Zealand
and Australia.

E W Davies
Managing Director

March 2007
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A single-minded focus
SKYCITY’s single-minded focus is to deliver
standout performances that draw customers
back time and again.
After ten years, our business is broad
based with award-winning dining, gaming
entertainment, luxury accommodation,
family cinema fun, adventure sports and
leading conference facilities. Ours is truly an
experience for everyone.
However, to continue to attract and grow our
audience, we need to keep refreshing and
reinventing the customer experience.
By understanding customers’ entertainment
needs and exceeding their expectations we
can unlock the full potential of the business,
delivering sustainable, profitable growth.

inspired food and wine menu, and nominated
for an architectural award in conjunction with
Urbis magazine. It is a perfect complement
to SKYCITY Auckland’s popular premium
facilities – the Convention Centre, Grand
Hotel, and award-winning restaurant ‘dine by
Peter Gordon’, which has been nominated as a
finalist in the Metro magazine’s ‘Restaurant of
the Year’ awards.

Tourism growth drives Darwin
The ongoing strength of Darwin’s economic and
tourism growth underpins our planned A$35
million refurbishment of the SKYCITY Darwin
property. The agreement to extend our casino

Reinvigorating SKYCITY Auckland
Auckland’s jewel in the crown, its main gaming
floor, is having its lustre enhanced with the first
make-over since opening eleven years ago.
Work completed to date is already attracting
favourable customer response.
The new Aces bar and deli Noodle bar opened
before Christmas, and the overall renovation
project is scheduled for completion by
December 2007.
The redevelopment by industry-renowned
Las Vegas designers Friedmutter Group
will provide a range of more intimate and
tailored customer experiences. These will
be complemented by exciting new gaming
products and enhanced service to reinvigorate
each customer’s entertainment experience.
This year, SKYCITY has again proven its ability to
appeal to both mass-market and sophisticated
niche audiences. SKYCITY Auckland’s new
boutique Spanish tapas bar, Bellota, has
been widely acclaimed for its Peter Gordon
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SKYCITY Auckland’s new Aces bar

Connecting with our communities
In the past decade, SKYCITY has grown to
become a leader in business and tourism,
and this puts us at the heart of our local
communities. We are proud to make a positive
difference. By listening and supporting our staff,
neighbours, customers and community partners,
we contribute in many meaningful ways.
Our single-minded commitment to creating fun
and entertainment makes SKYCITY a passionate
supporter of entertainment initiatives everyone
can enjoy.
As part of this philosophy, we have taken
the lead role as Principal Sponsor of the
biennial Auckland Festival, showcasing the
best of international, New Zealand and
Pacific talent.

Fireworks over Auckland’s Sky Tower to celebrate AK07

licence gives us the surety to proceed with
extending and upgrading the gaming floor,
building a new à la carte restaurant and bar, and
a new outdoor deck – all designed to maximise
the unparalleled beachfront location.
SKYCITY is the preferred tenderer to acquire the
Little Mindil beachfront property, adjacent to the
existing complex. We are now negotiating and
working with the Northern Territory Government
to finalise long-term arrangements for the site.
Tourism growth in Darwin continues to
strengthen, with 16% more Australians and 6%
more international tourists visiting Darwin in
the last year alone. By acquiring Little Mindil,
SKYCITY will achieve flexibility to further develop
the property as demand continues to grow.
SKYCITY Darwin’s leadership in tourism was
recognised with multiple awards at the Northern
Territory’s Brolga awards in October. Our
business won ‘Best Luxury Accommodation’,
‘Best Tourism Restaurant and Catering Services’
and ‘Outstanding Contribution by an Individual’.
In December, SKYCITY Darwin received a
further accolade by winning ‘Best Superior
Accommodation’ in the Australian Hotel
Association Awards for Excellence 2006, against
a line-up of prestigious five-star hotel operators.

SKYCITY’s sponsorship of Groupe F, worldrenowned pyrotechnics specialists, lit up
the skies with a free concert above the
Auckland Domain.
SKYCITY Auckland secured its ten-year
association with Auckland Rugby with the
announcement of a four-year sponsorship
agreement. This sponsorship has won numerous
accolades, including the 2006 TVNZ and The
New Zealand Herald Sponsorship Award for
best provincial sports sponsorship.
Our partnership with Ellerslie Racing ensured
Auckland’s oldest and most prestigious racing
event, the SKYCITY Auckland Cup, retained its
position as a ‘must see’ community event.
SKYCITY Adelaide’s new naming rights
sponsorship of the 2007 Magic Millions event
has cemented our reputation as a leading
supporter of South Australia’s most exciting
events and builds on SKYCITY’s already strong
association with the Adelaide Cup Carnival.
Making a difference in the community means
making a long-term commitment. We have
worked hard to develop partnerships with
key community groups, providing not only
financial contribution but, where possible, our
expertise in marketing, event management
and communications.
The goal we have set ourselves is to be a
cornerstone enterprise in our local communities
– relevant and responsive to community needs
and aspirations.
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ACCOUNTANT’S
REPORT
skycity e n te r tai n me n t  g r o u p  l imited

PricewaterhouseCoopers
188 Quay Street, Private Bag 92162
Auckland, New Zealand
Telephone +64 9 355 8000
Facsimile +64 9 355 8001
www.pwc.com/nz

To the shareholders of SKYCITY Entertainment Group Limited
We have reviewed the interim financial statements (“financial statements”) on pages 9 to 24.
The financial statements provide information about the past financial performance and cash flows of the Group,
comprising SKYCITY Entertainment Group Limited and its subsidiaries for the half year ended 31 December 2006
and its financial position as at that date. This information is stated in accordance with the accounting policies set
out on page 14.
Directors’ responsibilities
The company’s directors are responsible for the preparation and presentation of the financial statements that present
fairly the financial position of the Group as at 31 December 2006 and its financial performance and cash flows for the
half year ended on that date.
Accountant’s responsibilities
We are responsible for reviewing the financial statements presented by the directors in order to report to you
whether, in our opinion and on the basis of the procedures performed by us, anything has come to our attention
that would indicate that the financial statements do not present fairly the matters to which they relate.
Basis of opinion
A review is limited primarily to enquiries of company personnel and analytical review procedures applied to financial
data and thus provides less assurance than an audit. We have not performed an audit on the financial statements
and, accordingly, we do not express an audit opinion.
We have reviewed the financial statements of the Group for the half year ended 31 December 2006 in accordance
with the Review Engagement Standards issued by the Institute of Chartered Accountants of New Zealand.
We have no relationship with or interest in SKYCITY Entertainment Group Limited or its subsidiaries other than
in our capacities as accountants conducting this review, auditors under the Companies Act 1993 and tax and
accounting advisors.
Review opinion
We have reviewed the financial performance and cash flows of the Group for the half year ended 31 December 2006
and its financial position as at that date.
Based on our review, nothing has come to our attention that causes us to believe that the financial statements do
not present fairly the financial position of the Group as at 31 December 2006 and its financial performance and
cash flows for the half year ended on that date in accordance with both International Accounting Standard 34 and
New Zealand International Accounting Standard 34, Interim Financial Reporting.
Our review was completed on 28 February 2007 and our review opinion is expressed as at that date.

Chartered Accountants
Auckland, NZ
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CONSOLIDATED
INCOME STATEMENT
skycity e n te r tai n me n t  g r o u p  l imited

6 months
31 december
half year ended 31 december 2006

2006
$000

12 months
30 june
2005
$000

2006
$000

Revenue 		
Other income		
Share of net profits of associates 		
Employee benefits expense		
Depreciation and amortisation expense		
Other expenses		
Directors’ fees		
Finance costs		

411,885
5,829
2,259
(119,776)
(36,942)
(151,809)
(360)
(46,963)

383,356
5,406
2,417
(111,084)
(34,928)
(120,200)
(293)
(45,645)

752,369
7,891
4,316
(225,049)
(65,016)
(237,623)
(585)
(83,965)

Profit before income tax		
Income tax expense		

64,123
(19,030)

79,029
(20,642)

152,338
(32,590)

Profit before minority interest		

45,093

58,387

119,748

228

381

(Profit)/loss attributable to minority interest		

(48)

Profit attributable to shareholders of the company

45,045

58,615

120,129

Earnings per share for profit attributable to the
shareholders of the company
Basic earnings per share (cents)		
Diluted earnings per share (cents)		

10.3
10.2

14.0
12.8

28.5
26.9

The above consolidated income statement should be read in conjunction with the
accompanying notes.
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CONSOLIDATED
BALANCE SHEET
skycity e n te r tai n me n t  g r o u p  l imited

31 december

30 june

2006
$000

2005
$000

2006
$000

ASSETS
Current assets
Cash and bank balances		
Receivables and prepayments		
Inventories		
Derivative financial instruments		
Assets classified as held for sale		

71,521
40,412
5,917
463
52,424

77,800
35,512
5,842
1,424
–

74,098
30,803
5,241
1,477
52,400

Total current assets		

170,737

120,578

164,019

Non-current assets
Property, plant and equipment		
Investment properties		
Intangible assets		

948,073
8,730
432,078

924,727
52,500
385,445

935,123
8,593
426,011

Available for sale financial assets		
Investments in associates		
Tax receivables		
Deferred tax assets		
Derivative financial instruments		

2,592
82,785
30,475
17,658
7,052

2,571
77,377
–
17,405
7,045

2,622
78,304
47,438
26,667
37,055

Total non‑current assets		

1,529,443

1,467,070

1,561,813

Total assets		

1,700,180

1,587,648

1,725,832

AS AT 31 december 2006
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31 december

30 june

2006
$000

2005
$000

2006
$000

LIABILITIES
Current liabilities
Payables		
Derivative financial instruments		
Current tax payable		

140,669
–
–

93,359
–
3,080

100,776
25
–

Total current liabilities		

140,669

96,439

100,801

Non-current liabilities
Interest‑bearing liabilities
Subordinated debt – capital notes		
Subordinated debt – SKYCITY ACES		
Deferred tax liabilities		
Derivative financial instruments		

867,536
123,738
163,818
56,720
12,334

923,969
123,702
163,221
47,185
9,798

950,904
123,720
177,956
60,596
3,072

Total non‑current liabilities		

1,224,146

1,267,875

1,316,248

Total liabilities		

1,364,815

1,364,314

1,417,049

Net assets		

335,365

223,334

308,783

EQUITY
Share capital		
Reserves
5(a)
Retained profits
5(b)

345,112
(21,983)
9,725

233,134
(34,122)
21,706

281,735
(8,171)
32,756

Shareholders’ equity		

332,854

220,718

306,320

Minority interest		

2,511

2,616

2,463

Total equity		

335,365

223,334

308,783

AS AT 31 december 2006

notes

The consolidated balance sheet as set out on pages 10 and 11 should be read in conjunction with
the accompanying notes.
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
skycity e n te r tai n me n t  g r o u p  l imited

6 months
31 december
HALF year ended 31 december 2006

2006
$000

12 months
30 june
2005
$000

2006
$000

Total equity at the beginning of the period		
Restatement on adoption of NZ IAS 39		

308,783
–

237,766
(4,073)

237,766
(4,073)

Restated total equity at the beginning
of the period		

308,783

233,693

233,693

Available for sale financial assets		
Movement in cash flow hedge reserve		
Exchange differences on translation of
foreign operations		

127
17,095

–
(18,146)

(69)
(22,161)

(29,757)

(6,442)

21,552

Net income recognised directly in equity		
Profit for the period		

(12,535)
45,045

(24,588)
58,615

(678)
120,129

32,510

34,027

119,451

Exercise of share options		
Buyback of shares		
Share options/rights issued for employee services		
Employee share entitlements issued		
Shares issued under dividend reinvestment plan		
Shares issued under profit distribution plan		
Distributions to owners		
Movement in employee share entitlement reserve		
Movement in minority interest		

5,956
(5,403)
406
2,126
–
60,292
(68,076)
(1,277)
48

2,556
(5,152)
437
2,140
6,427
–
(50,203)
(363)
(228)

10,009
(14,894)
874
2,139
6,431
50,450
(100,667)
1,678
(381)

				

(5,928)

(44,386)

(44,361)

223,334

308,783

Total recognised income and expense
for the period

Total equity at the end of the period		

335,365

The above consolidated statement of changes in equity should be read in conjunction with the
accompanying notes.
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CONSOLIDATED
CASH FLOW STATEMENT
skycity e n te r tai n me n t  g r o u p  l imited

6 months
31 december
HALF year ended 31 december 2006

notes

2006
$000

12 months
30 june
2005
$000

2006
$000

Cash flows from operating activities
Receipts from customers		
Payments to suppliers and employees 		

405,565
(250,673)

385,186
(209,771)

758,729
(418,559)

				
Dividends received		
Interest received		
Other taxes paid		
Income taxes paid		

154,892
254
1,328
(23,722)
(3,994)

175,415
2,105
5,407
(21,778)
(6,639)

340,170
3,444
3,583
(50,884)
(45,538)

Net cash flows from operating activities

128,758

154,510

250,775

Cash flows from investing activities
Purchase of business, net of cash acquired
9
Purchase of property, plant and equipment		
Payments for investment property		
Payments for intangible assets		

(18,060)
(43,418)
(137)
(3,653)

–
(56,585)
–
(3,144)

–
(57,851)
(8,593)
(14,527)

Net cash flows from investing activities		

(65,268)

(59,729)

(80,971)

Cash flows from financing activities
Exercise of share options		
Proceeds from borrowings		
Cash flows associated with closed derivatives		
Buyback of shares		
Repayment of borrowings		
Dividends paid to company shareholders
6
Interest paid		

5,956
–
–
–
(12,000)
(13,186)
(46,837)

2,556
163,462
–
(5,152)
(152,514)
(43,776)
(44,316)

10,009
157,550
8,098
(14,890)
(182,754)
(43,790)
(92,773)

Net cash flows from financing activities		

(66,067)

(79,740)

(158,550)

(2,577)

15,041

11,254

74,098

62,849

62,849

–

(90)

(5)

71,521

77,800

74,098

11

Net increase/(decrease) in cash and
cash equivalents		
Cash and bank balances at the beginning
of the period		
Effects of exchange rate changes on cash
and cash equivalents		
Cash and bank balances at the end of the period		
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NOTES TO THE
FINANCIAL STATEMENTS
F OR  T H E  ha l f yea r E N D E D 3 1 D E C E M B E R  2 0 0 6
skycity e n te r tai n me n t  g r o u p  l imited

1

General information

SKYCITY Entertainment Group Limited (SKYCITY or the company) and its subsidiaries (the Group)
operates in the entertainment, leisure and recreation, and tourism sectors. The Group has operations
in New Zealand, Australia and Fiji.
The company is a limited liability company incorporated and domiciled in New Zealand. The address
of its registered office is Federal House, 86 Federal Street, Auckland. The company has its primary
listing on the New Zealand stock exchange and is also listed on the Australian stock exchange.
These consolidated financial statements have been approved for issue by the board of directors on
28 February 2007.
2	Summary of significant accounting policies
These general purpose financial statements for the interim half year reporting period ended
31 December 2006 have been prepared in accordance with generally accepted accounting practice
in New Zealand, International Accounting Standard 34 and NZ IAS 34 Interim Financial Reporting.
The accounting policies that materially affect the measurement of the Income Statement, Balance
Sheet and the Cash Flow Statement have been applied on a basis consistent with those used in the
audited financial statements for the year ended 30 June 2006 and the unaudited financial statements
for the six months ended 31 December 2005.
These interim financial statements do not include all the notes of the type normally included in an
annual financial report. Accordingly, this report is to be read in conjunction with the annual report for
the year ended 30 June 2006.
Changes in accounting policies
There have been no significant changes in accounting policies during the current period. Accounting
policies have been applied on a basis consistent with prior half year and annual financial statements.
Certain comparatives have been restated in order to conform to current year presentation.
3	Segment information
(a) Description of segments
Geographical segments – The Group is organised on a global basis in the following main
geographical areas: SKYCITY Auckland; Rest of New Zealand; SKYCITY Adelaide, Australia;
SKYCITY Darwin, Australia.
Business segments – Although the Group is managed on a geographical basis, it operates in the
following business segments: Gaming machines; Table games; Other – includes hotels, food and
beverages, convention centre and Sky Tower.
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3	Segment information (continued)
(b) Primary reporting – geographic segments
SKYCITY
AUCKLAND

REST OF
NEW ZEALAND

SKYCITY
ADELAIDE

SKYCITY
DARWIN

total

$000

$000

$000

$000

$000

213,411

65,833

82,794

57,935

419,973

65,759

16,447

11,323

17,557

111,086

228,022

41,215

71,372

50,570

391,179

88,659

11,888

9,276

14,851

124,674

Total revenue and
other income

433,255

84,017

147,184

100,120

764,576

Segment result

160,353

24,262

19,643

32,045

236,303

half year ended
31 december 2006

Total revenue and
other income
Segment result
half year ended
31 december 2005

Total revenue and
other income
Segment result

year ended
30 june 2006
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4	SHARE CAPITAL
number of shares
31 dec
2006

31 dec
2005

$000
30 jun
2006

31 dec
2006

31 dec
2005

Opening balance of
ordinary shares issued
429,287,177 417,613,974 417,613,974 281,735 226,726
Shares issued under
dividend reinvestment
plan
–
1,353,016
1,353,016
–
6,427
Shares issued under
profit distribution plan
12,622,879
– 10,320,187
60,292
–
Exercise of share
rights/options
650,667
631,999
2,785,202
5,956
2,556
Issue of share
rights/options
–
–
–
406
437
Shares issued under
employee bonus scheme
480,583
479,704
479,704
2,126
2,140
Shares repurchased and
cancelled
(1,131,250) (1,111,703) (3,264,906)
(5,403)
(5,152)
Closing balance of
ordinary shares issued

441,910,056 418,966,990 429,287,177
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345,112

233,134

30 jun
2006

226,726

6,431
50,450
10,009
874
2,139
(14,894)
281,735

5	reserves and retained profits
(a) Reserves
31 december
2006

31 december
2005

30 june
2006

$000

$000

$000

Available for sale investments revaluation reserve		
Hedging reserve/cash flow hedges		
Foreign currency translation reserve		
Employee share entitlement reserve		

58
(9,078)
(16,634)
3,671

–
(22,158)
(14,871)
2,907

(69)
(26,173)
13,123
4,948

					

(21,983)

(34,122)

(8,171)

Available for sale investments revaluation reserve
Movements:			
Balance at the beginning of the period		
(69)
Revaluations		
127

–
–

–
(69)

–

(69)

Hedging reserve/cash flow hedges 			
Movements:			
Balance at the beginning of the period		
(26,173)
Adjustment on adoption of NZ IAS 39		
–
Revaluations		
(41,079)
Release to Income Statement		
65,885
Deferred tax		
(7,711)

–
(4,012)
(6,928)
(11,218)
–

–
(4,012)
24,048
(56,082)
9,873

(9,078)

(22,158)

(26,173)

Balance at the end of the period		

Balance at the end of the period		

58

1 7 I s k y c i t y i n te r i m r ep o r t 2 0 0 7

NOTES TO THE
FINANCIAL STATEMENTS

(continued)

F OR  T H E  ha l f yea r E N D E D 3 1 D E C E M B E R  2 0 0 6
skycity e n te r tai n me n t  g r o u p  l imited

5	reserves and retained profits

(continued)
31 december
2006

31 december
2005

30 june
2006

$000

$000

$000

Foreign currency translation reserve 			
Movements:			
Balance at the beginning of the period
13,123
Exchange difference on translation of overseas
subsidiaries		
(30,928)
Effect of hedging the net investment of overseas
subsidiaries		
5,110
Release to Income Statement		
(3,939)

(8,429)

(8,429)

(8,152)

29,953

1,710
–

(8,401)
–

(16,634)

(14,871)

13,123

Employee share entitlement reserve
Movements:			
Balance at the beginning of the period		
4,948
Less value of shares issued during the period		
(2,126)
Plus value of share entitlements for the period		
849

3,270
(2,140)
1,777

3,270
(2,139)
3,817

2,907

4,948

Balance at the end of the period		

Balance at the end of the period		
(i)

3,671

Available for sale investments revaluation reserve

Changes in the fair value of investments, such as equities, classified as available for sale financial
assets, are taken to the available for sale investments revaluation reserve. Amounts are recognised in
profit and loss when the associated assets are sold or impaired.
(ii) Hedging reserve – cash flow hedges
The hedging reserve is used to record gains or losses on a hedging instrument in a cash flow hedge
that are recognised directly in equity. Amounts are recognised in profit and loss when the associated
hedged transaction affects profit and loss.
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(iii) Foreign currency translation reserve
Exchange differences arising on translation of the foreign operations are taken to the foreign
currency translation reserve. The reserve is recognised in profit and loss when the net investment
is disposed of.
The release to Income Statement relates to a restructure of the capital structure of certain foreign
operations which is deemed to be a partial disposal.
(iv) Employee share entitlement reserve
Under the SKYCITY Performance Pay Incentive Plan (PPI), selected employees have been eligible for
performance-related bonuses in respect of each of the financial years ending 30 June 2001 through
30 June 2007. The employee share entitlement reserve represents the value of ordinary shares to
be issued in respect of the plan for the years ended 30 June 2005 through 30 June 2007.
PPI shares are issued in three equal instalments, being one third of the shares on the bonus
declaration date, and provided eligibility criteria continue to be met, one third on the next
entitlement date (approximately 12 months later) and one third on the final entitlement date
(approximately 24 months later).
Shares are issued at the average closing price of SKYCITY Entertainment Group Limited’s shares
on the New Zealand Exchange on the ten business days following the release to the New Zealand
Exchange of the SKYCITY Entertainment Group Limited’s annual result for the relevant year of
the Plan.
Shares issued have the same rights as existing ordinary shares and are issued as soon as possible after
the tenth business day following the release of SKYCITY Entertainment Group Limited’s annual result.
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5	reserves and retained profits

(continued)

(b) Retained profits
Movements in retained profits were as follows:
31 december
2006

31 december
2005

30 june
2006

$000

$000

$000

Balance at the beginning of the period		
Net profit for the year		
Distributions/dividends		
Adjustment on adoption of NZ IAS 39		

32,756
45,045
(68,076)
–

13,355
58,615
(50,203)
(61)

13,355
120,129
(100,667)
(61)

Balance at the end of the period		

9,725

21,706

32,756

31 december
2006

31 december
2005

30 june
2006

$000

$000

$000

Prior year’s final distribution/dividend		
Interim distribution/dividend		

68,076
–

50,203
–

50,217
50,450

Total distribution/dividend		

68,076

50,203

100,667

6

Distributions/Dividends

7	Contingencies
There are no significant contingent liabilities or assets.
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8	Commitments
(a)	Capital commitments
Capital expenditure contracted for at the reporting date but not recognised as liabilities is as follows:

Property, plant and equipment		

31 december
2006

31 december
2005

30 june
2006

$000

$000

$000

47,782

10,434

10,888

(b)	Operating lease commitments
Commitments for minimum lease payments in relation to non-cancellable operating leases are
payable as follows:
31 december
2006

31 december
2005

30 june
2006

$000

$000

$000

Within one year		
Later than one year but not later than five years		
Later than five years		

15,378
52,170
314,304

7,339
24,088
242,858

7,335
26,759
259,039

Total operating lease commitments		

381,852

274,285

293,133
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9

Business combination

(a)	Summary of acquisition
With effect from 1 July 2006, SKYCITY Entertainment Group Limited acquired all of Village
Roadshow Limited’s interest in the Village SKYCITY joint venture.
Details of the fair value of the assets and liabilities acquired and goodwill are as follows:
$000

Purchase consideration
Cash paid				
Payable to the vendor				
Direct costs relating to the acquisition				

17,925
36,300
135

Total purchase consideration				

54,360

Fair value of net identifiable assets acquired (refer to (b) below)			

18,545

Goodwill				

35,815

(b) Assets and liabilities acquired
The assets and liabilities, provisionally determined to arise from the acquisition, are as follows:
FAIR VALUE
$000

Property, plant and equipment				
Working capital			
Investment in associate				
Other investments				

17,138
(1,360)
2,500
267

Net identifiable assets acquired 				

18,545
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10 Events occurring after the balance sheet date
(a) Profit Distribution Plan
On 28 February 2007, the directors resolved to make a pro rata issue of bonus shares in respect of an
interim distribution of profits of 9 cents per share for the half-year period ended 31 December 2006.
The bonus shares will be issued to all shareholders on the company’s register at the close of business
on Wednesday, 14 March 2007. The number of bonus shares to be issued is calculated as 9 cents
per share divided by the strike price. The strike price will be set as the weighted average price of
shares traded on the NZSX during the five days from 15 to 21 March inclusive, less 2.5%. Shareholders
will be able to elect to have the company buy back some or all of the bonus shares on the day of issue
at the strike price. The proceeds received by the shareholder as a result of having elected to sell some
or all of the bonus shares will be treated as dividends and will be fully imputed by the company.
The bonus shares will be issued and buyback proceeds paid to shareholders on 13 April 2007.
(b)	Sale of SKYCITY Metro Centre
Prior to 31 December 2006 the Group entered into a conditional agreement to sell the SKYCITY
Metro Centre for $55,100,000. The conditions are expected to be met prior to year end. No
significant gain over carrying value is expected to result from this transaction.
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11	Reconciliation of profit after income tax to net cash inflow from
operating activities
31 december
2006

31 december
2005

30 june
2006

$000

$000

$000

45,045
48
36,942
46,202
849
406
–
–

58,615
(228)
34,928
43,333
1,777
434
184
–

120,129
(381)
65,016
74,838
3,818
874
–
166

–

–

(4,107)

(1,876)
(559)
(3,939)

(312)
–
–

(1,239)
–
–

(9,609)
(676)
–
39,893

1,646
(460)
(1,021)
(3,646)

6,355
141
(10,283)
3,771

(1,926)

(962)

22,319

16,963

15,985

(34,533)

(39,005)

4,237

3,891

154,510

250,775

Profit for the year		
Minority interest		
Depreciation and amortisation		
Interest expense		
Current period employee share entitlement		
Current period share options expense		
Unrealised gain on investments		
Fair value adjustment to investment property		
Fair value gains on financial assets at fair value
through profit or loss		
Share of profits of associates not received as
dividends or distributions		
Gain on sale of property, plant and equipment		
Release from foreign currency translation reserve		
Change in operating assets and liabilities
(Increase)/Decrease receivables and prepayments		
(Increase)/Decrease in inventories		
Increase in future income tax benefit		
Increase/(Decrease) in payables and accruals		
Increase/(Decrease) in provision for deferred
   income tax		
Decrease/(Increase) in provision for income
   taxes receivable		
Capital items included in working capital
movements		
Net cash inflow from operating activities		

128,758

2 4 I s k y c i t y i n te r i m r ep o r t 2 0 0 7

DIRECTORY
skycity e n te r tai n me n t  g r o u p  l imited

DIRECTORS

AUDITOR

CAPITAL NOTES TRUSTEE

R H McGeoch, Chairman
E W Davies, Managing Director
P L Reddy
R A McLeod
Sir Dryden Spring
E Toime
W R Trotter

PricewaterhouseCoopers
188 Quay Street
Auckland City
Private Bag 92162
Auckland
New Zealand

The New Zealand Guardian Trust
Company Limited
48 Shortland Street
PO Box 1934
Auckland
New Zealand

COMPANY SECRETARY
A B Ryan
REGISTERED OFFICE
SKYCITY Entertainment
Group Limited
Level 6
Federal House
86 Federal Street
PO Box 6443
Wellesley Street
Auckland
New Zealand
Telephone +64 9 363 6141
Facsimile +64 9 363 6140
SKYCITY Entertainment
Group Limited’s Registered
Office in Australia
c/o Finlaysons
81 Flinders Street
GPO Box 1244
Adelaide
South Australia
Telephone +61 8 8235 7400
Facsimile +61 8 8232 2944

SHARE REGISTRAR
NEW ZEALAND
Computershare Investor
Services Limited
Level 2
159 Hurstmere Road
Takapuna
Auckland
Private Bag 92119
Auckland
Telephone +64 9 488 8700
Facsimile +64 9 488 8787
AUSTRALIA
Computershare Investor
Services Pty Limited
Level 3
60 Carrington Street
Sydney NSW 2000
GPO Box 7045
Sydney NSW 1115
Australia

Telephone +64 9 379 3630
Facsimile +64 9 377 7477
SKYCITY ACES TRUSTEE
Permanent Trustee
Company Limited
Level 4
35 Clarence Street
Sydney NSW 2000
Australia
Telephone +61 2 8295 8100
Facsimile +61 2 8295 8659
SOLICITORS
Bell Gully
Minter Ellison Rudd Watts
Finlaysons

Telephone +61 2 8234 5000
Facsimile +61 2 8235 8150
BANKERS
ANZ National Bank
Commonwealth Bank of Australia
Bank of New Zealand

For shareholder and corporate enquiries please phone +64 9 363 6141 or email sceginfo@skycity.co.nz
For customer enquiries and reservations please phone +64 9 363 6000 or 0800 SKYCITY (0800 759 2489)
or fax +64 9 363 6010 or email reservations@skycity.co.nz
SKYCITY website: www.skycitygroup.co.nz

2 5 I s k y c i t y i n te r i m r ep o r t 2 0 0 7

