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Disclaimer

This presentation contains forward looking statements that are subject to risks and uncertainties associated 
with the refining environment, including price and foreign currency fluctuations, production results, demand 
for NZRC’s services and other conditions.  Actual results could vary materially.

Reactors for the Hydrocracker Unit



NZRC Overview
• Supplies 70% of NZ’s oil product requirements.

• Owns the only oil refinery in New Zealand.

• Toll refiner of crude oil – charges a processing fee based on gross margin 
generated

• Owns the multi-product pipeline to Auckland

• 340 employees, supplemented by maintenance contractors.

Local community gathering kai moana



NZRC Company Structure

Directors

BP 2

Mobil 2

Shell 2

Emerald Capital 1

Chevron 1

Independent 3
(incl Chairman)

Listed on New Zealand Stock Exchange.

240 million shares with current market 
capitalisation of ~$1.7 billion.

Shares held by four major oil companies 
in New Zealand, Emerald Capital and 
~3,000 other shareholders.



NZRC Shareholder/Customers
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Position in Supply Chain

Feedstock purchase & delivery to NZRC

Imported 
product 

purchase & 
delivery

International markets

31%

Product coastal 
distribution

69%

Product 
pipeline to Wiri

Exports & 
bunker fuel

Refining

48%42% 5%

Wiri terminal TLF

Others

New Zealand product market (~51.4 Mbbls)

Coastal terminals

New Zealand 
supply chain

39.2 Mbbls

Oil companiesNZRCLegend:

5%

Notes:   - Values and percentages are for 2008.  Som e values are based on estimates.
- Values include petrol, diesel, jet fuel & kerosene , fuel oil and roading bitumen.

35% 4%30%31%



NZRC share of New Zealand market

Notes:  - Distillate products = petrol, diesel fuels  and jet fuel
- 1 kt = 8.0 kbbls

NZRC vs NZ - Distillate Products (kt per year)
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Revenue Streams
Oil Refining - Processing fee:

• 70% of gross refining margin (GRM) generated (US$/bbl), based on:
– Feedstock valued at landed price to refinery (FOB load port plus freight)
– Products valued at landed value at port in NZ (FOB Singapore plus freight)

• Feedstock/products values based on typical market value & quotes

• Premia for product quality vs. Platts specifications
• Converted to NZ$

• Subject to fee floor (~NZ$113 million in 2008) and GRM cap (US$9/bbl)

Distribution - Pipeline income:

• Volume related fee (NZ$ basis)

• Discounted fee for volumes into Waikato
• Fee is based on  alternative transportation cost. (shipping/trucking)

• Wiri Terminal rental income



GRM Fundamentals

NZRC GRM follows the same dynamic as Singapore comp lex margins…

…plus NZRC refinery specific factors:

• Configuration: NZRC’s refinery configuration is not the same as the refinery 
configuration used for the calculation of reported indicator margins.

• Feedstock/product slate: NZRC’s feedstock/product slate is not the same as 
the used for the calculation of indicator margins.

• Location: There will be a freight differential in due to the location of NZRC 
compared with a refinery in Singapore.  This is typically in NZRC’s favour.

• Product quality: New Zealand has more stringent product quality 
specifications than typically used for calculating indicator margins.  This results 
in GRM uplift.



Processing Fee Drivers

Market (cannot be controlled by NZRC)

Refinery operation (NZRC controlled)

Feedstock value (cost)

Product value

Product quality

Freight (import parity)

Exchange rate

Reliability
Throughput 

Operational excellence (how well and efficiently we  operate)

Regional market

NZRC specific



GRM Elements & History
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Processing Fee Review
Consultant (Purvin & Gertz Inc.) retained to review processing fee formula:
• To assess whether processing fee formula is still reasonable and fair to 

shareholders.
• Review based on actual data provided by NZRC for last 12 years.
• Consultant made own assessments as required.

Conclusions:
• Current formula (70% of GRM) is not unreasonable to shareholders.
• The current formula provides shareholders with an adequate return on their 

investment:
– ROACE compares favourably against the ROACE range for the basket of major oil 

companies.
– ROACE at top end/above range during low margins and lower in range at high 

margins (2007/8). 

• NZRC’s 70% share of the GRM is sufficient for funding investments to stay in 
business and to grow shareholder returns when industry economics are 
favourable.

• The User Companies’ 30% share of the GRM is sufficient to incentivise full 
utilisation of the refinery and to keep NZRC competitive against product imports.



Global Refining Situation
Situation:
• Oil price has been escalating to ~US$70 per bbl, despite growing oil stock 

surplus.  Future short term direction is very uncertain but most views on long 
term support higher prices.

• IEA:  Oil demand estimate for 2009 down 2.9% or 2.5 Mbbl/d on 2008.  Latest 
demand information may reflect a slowing in the previously sharp decline.

• New refinery capacity additions continue despite some delays, mostly by 
national oil companies.

• All regions will face surplus of refining capacity into medium term.  In Asia ~2.6 
Mbbl/d capacity will be added in 2009 – 2010 (10% of existing capacity).

• Surplus of gasoline will be most severe.

Views and conclusions:
• Utilisation and/or capacity will need to cut back to meet demand.
• Margins of 2004 – 2008 will not be repeated into medium term.
• Some refiners will not be able to survive.
• Less well configured export-oriented refineries facing an uncertain future.
• Location will be important. 



NZRC Advantages
Location:

• Not reliant on export market.

• Very competitive with supplies into biggest market (Auckland) via pipeline.

• Freight cost in New Zealand’s favour.

Refinery and operation:

• Configuration:  Hydrocracker allows bias towards middle distillates (jet fuel and diesel).
• Reliability:  Top quartile refinery availability (Solomon benchmarking).

• Flexibility:  Can run a large variety of crude oils.

Customer/shareholder base:
• Has long term customer base. 

• Customers are financially sound.

• Customers are also large shareholders.

Exposure:

• Not exposed to absolute crude and product price movements and risk.

• Not exposed to inventory cost.



Generating Cashflows
NZRC has an enviable history of generating strong operating cash flows and being able to 
not only grow the business but provide exceptional returns to shareholders whilst 
maintaining a strong balance sheet.

2008 2007 2006 2005 2004 2003

$m $m $m $m $m $m
Cash generated from Operatiions 244 219 252 368 265 180
Taxes -40 -43 -73 -71 -48 -21
Interest -3 1 1 -4 -1 1
Net cashflow from Operating Activities 201 177 180 293 216 160

Sustaining Capital -29 -36 -24 -12 -13 -15
Catalysts -8 -4 -23 -17 -9 0

Available for Growth and or Dividends 164 137 133 264 194 145

Major Projects -90 -33 -8 -63 -109 -13
Dividends paid -120 -108 -78 -72 -38 -26

Total -46 -4 47 129 47 106



2008/2007 Data

 2008 
$000 

2007 
$000 

Change  
% 

Operating Results    
Operating revenue 397,827 338,306 17.6 
Surplus before income tax 178,451 149,648 19.2 
Surplus after income tax 124,903 112,105 11.4 
    
    
Share Indicators    
Net asset backing per share $2.45 $2.57 (4.7) 
Earnings per share 52.0 cents 46.7 cents 11.3 
    
Numbers    
Shareholders 3,179 3,024 5.1 
Employees 384 364 5.5 
    
Manufacturing    
Pipeline throughput (000’s barrels) 17,877 18,050 (9.6) 
Barrels processed – intake (000’s barrels) 39,194 36,865 0.8 
Gross refining margin (USD/barrel) 11.30 8.14 38.8 
 



Trend Statement – Financial Performance

 NZ IFRS NZ IFRS NZ IFRS NZ IFRS 
Restated 

 

Financial Performance 
 

2008 
$000 

2007 
$000 

2006 
$000 

2005 
$000 

2004 
$000 

Group Revenue 397,827 338,306 403,694 396,179 281,374 

Profit before depreciation, 
amortisation and interest 
(EBITDA) 

 
241,992 

 
210,124 

 
258,485 

 
285,810 

 
174,361 

Other items - - - - 5,522 
Depreciation and amortisation 61,012 60,848 56,474 39,948 24,125 
Profit before interest and 
tax 

180,980 149,276 202,011 245,862 150,236 

Net interest (cost)/revenue) (2,529) 372 241 (4,556) 940 
Profit before taxation 178,451 149,648 202,252 

 
241,306 151,176 

Income tax expense 53,548 37,543 66,779 79,586 53,563 

Operating profit before 
tax attributable to 
members 

 
124,903 

 
112,105 

 
135,473 

 
161,720 

 
97,613 

 



Trend Statement – Financial Position

Financial Position  
 

2008 
$000 

2007 
$000 

2006 
$000 

2005 
$000 

2004 
$000 

Funds employed      
Share Capital 24,000 24,000 24,000 24,000 24,000 
Retained Earnings 564,370 593,277 588,508 531,640 354,114 
 588,370 617,277 612,508 555,640 378,114 
Loan Funds 65,000 - - 40,040 45,098 
Deferred tax/provisions 146,651 125,564 136,008 133,829 13,425 
  

800,021 
 

742,841 
 

748,516 
 

729,509 
 

436,637 
Funds utilised 
 

     

Non-current assets 776,822 719,093 685,475 702,070 411,451 
Working capital 23,199 23,748 63,041 27,439 25,186 
 800,021 742,841 748,516 729,509 436,637 
 



Trend Statement

Analytical Information  2008 
$000 

2007 
$000 

2006 
$000 

2005 
$000 

2004 
$000 

Number of shareholders 3,179 3,024 2,946 2,755 2,321 
Return on average shareholder 
funds (%) 

20.7 18.2 23 27 26 

Earnings per share ($)* .520 .467 .564 .674 .406 
Effective tax rate 30% 25% 33% 32% 35% 
Asset backing per share ($)* 2.45 2.57 2.55 2.32 1.575 
Dividend per share (cents) 45 45 30 30 16 
Dividend paid ($000) 120,000 108,000 78,000 72,000 38,400 
Dividends declared per share  

interim* 
final* 

 

 
 

15cps 
30cps 

 
 

10cps 
35cps 

 
 

10cps 
22.5cps 

 
 

10cps 
20cps 

 
 

100cps 
200cps 

Dividend cover 1.04 1.04 1.74 2.24 2.5 

Supplementary dividends paid  3,363 2,982 2,197 1,946 1,036 

Imputation credits (net of 
supplementary) 

55,838 49,967 32,473 33,571 17,877 

Working capital ratio 1.2 1.2 1.7 1.3 1.2 
 
* In October 2005 there was a 10 for 1 share split.  For purposes of comparison, the statistics for all years 
prior to 2005 have been adjusted as if the split applied in those years also.  The assumption for each year is 
240,000,000 shares of $0.10 value. 



Capital Plan
• Post IFRS

– Stay in Business and Comply
• Shutdowns

• Major maintenance programmes

• Catalysts

– Business Improvement
• Creep and efficiency

• Systems improvements

– Large projects
• Future Fuels 2005

• Point Forward project – Current.

• Discussion
– Shutdowns, major maintenance, is a 

function of our size and age. Huge effort 
goes into predictive and preventative 
maintenance but we still need to spend 
$20 to $30 million per year. Plant 
replacement value of over $3b this is tiny 
but still much more than most other 
refineries do

– Catalysts – occasional large spends . We 
will spend $30m prior to a catalyst 
replacement in the hydrocracker next 
year. But on average spend is $6- $8 
million per year 

Jetty 3 Construction



Large Projects
• Large projects 

– Typically long gestation period – Future 
Fuels commissioned in 2005 was approx 
4 years from “Idea to commissioning” 

– The  Point Forward Project will be 
completed this year but will have been 
take around six years.

• Future Fuels 
– Commissioned  3rd Q 2005 – 50 PPM 

diesel. On time and benefited from 
extremely high premiums for product 
quality because other refineries were late. 

– All debt repaid in 18 months, still paid 
very good dividends

– Last stage of Future Fuels has just been 
completed as we are now making 10 ppm 
diesel 

Point Forward Project Construction





Point Forward Project
• Increase crude distillation capacity

– Modify existing crude distillation tower
– New furnace
– Lots of pumps and heat exchangers 

• Drivers
– Increased production of distilled products 

(jet, diesel and petrol)
– Increased residue resulting from higher 

throughput backs out imported residue 
– Improved optimisation of Hydrocracker 

and reduced risks.

• Current status
– 70% complete
– Scheduled to be completed and fully 

operational by 2009 year end. 
– Costs slightly over budget (occurred in 

Engineering and Bulk Materials 
purchased)

– Construction costs  are well with in Plan.
– Strategy of using local known contractors 

is proving beneficial – Safety, Quality, 
commitment and cost



Point Forward Effect on Volumes
Effect of PFP on refining intake & outturn (Mbbls p er year)

Notes:  - Values normalised to reflect typical shutdown schedules and average availability.
- Intake and outturn slate will vary based on market conditions, product demand and other factors. 

Outturn:

Intake:

-1.60
+3.97
+7.24

1.12
16.79
23.95

2.72
12.82
16.71

- Condensates
- Light sweet crude (Tapis based)
- Heavy sour crude (Dubai based)

+0.45

+5.56

+0.30
+0.03
+1.45
+3.62
+0.15

-
+0.01

+5.91

+9.61
-3.74
+0.04

Change

1.71

37.15

12.45
0.20
7.27
12.38
3.98
0.76
0.11

38.86

32.25
4.86
1.75

Pre PFP

2,05

42.71

12.75
0.23
8.72
16.00
4.13
0.76
0.12

44.77

41.86
1.12
1.79

Post PFP

+15%Total outturn

+15%Total intake

Fuel & loss

- Mogas (petrol)
- Light naphtha
- Jet fuel & kerosene
- Gasoil (diesel)
- Fuel oil
- Roading bitumen
- Sulphur

Total – crude & condensate
- Imported residue & other
- Blending components

+30%

Change (%)



NZRC 2009 YTD Performance
• 2009 financial performance is much 

better than we hoped

• Completed our first shutdown to 
regenerate catalysts and at same time 
the first hook up of PFP equipment 
occurred

• Throughput although less than last year 
is slightly ahead of our production plan

• The GRM generated by NZRC has been 
much higher than the published 
Singapore indicator margins. The loss in 
throughput and reduced GRM have been 
more than compensated for by the lower 
NZD against the USD.

• A partial shutdown of the refinery is 
scheduled for September/October this 
year. Refurbishment of our original flue 
stack will be undertaken. At the same 
time the final tie in of the PFP project will 
occur.  



2009 Throughput

Throughput (kbbls)
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2009 Processing Fee Outlook

Processing Fee (NZ$ Million)
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Shell
• Shell are preparing an information memorandum as part of their 

divestment process

• We are in contact with Shell as they progress through their process. 
We see this as beneficial to all NZRC shareholders.

• We are of the opinion that Shell’s announcement that they want to 
sell all assets as a package will maximise the value to them and if 
consummated as planned will be of benefit to us. We like customers 
have a shareholding in the company.

• We do not see Shell’s exit as a threat to the company. We are 
confident that we are the best source of supply for the NZ market.

• We have confirmed with Shell that existing technology and technical 
service agreements survive any sale process.  



NZRC : Strategy Summary

Purpose : NZ Supplier of Choice for Oil Products

Vision : Fuelling NZ Future

Aims :
• Shareholder : deliver 15% ROACE sustainably over the business cycle

• Customer : provide 50 – 80% of NZ products by being most competitive source of supply in terms of 
reliability, cost & environmental foot print.

• People & Stakeholders : attract, develop & retain talented individuals & business partners to sustain & 
grow the business and be recognised as a valued corporate citizen locally, regionally & nationally.

Objectives :
Supporting NZ Growth : NZ Supplier of Choice 
• Health & Safety : Safely Home, Every Day 
• Our Environment : Beyond Compliance, Beyond Today
• People & Performance : Being an Employer of Choice
• Leading in Reliability : Asia Pacific’s Most Reliable Refiner
• Robust Profitability : Delivering in a Volatile World
• Delivering on our Promises : Developing Mutual Trust, Understanding & Support



Strategies

• Continuously improve competitive position versus imports and target production capacity of 80% 
of NZ demand by developing robust options to close the gap. 

• Secure & grow NZRC’s supply envelope through control & operation of infrastructure, developing 
existing logistical advantages in core & niche markets and exploring opportunities at major import 
locations. 

• Grow with our customer’s through innovation and understanding their strategic interests, capturing
potential synergies & untapped opportunities. 

• Implement a more structured & systematic approach to operational excellence that will deliver & 
sustain world class HSE, asset integrity, reliability and energy performance.

• Develop with others improvements to the robustness & cost of critical utilities supplies.

• Build leadership & organisational capability to run & develop the business.

• Based on impeccable performance and  structured & proactive engagement, build a reputation as 
a valued & admired company by being a good corporate citizen at a local, regional & national 
level.

• Incorporate the concepts of sustainability and kaitiakitanga* into our  approach to business and 
embed into systems, processes & corporate values as we build on/broaden our environmental 
reputation through action & results.

* kaitiakitanga – the exercise of guardianship or stewardship of a resource



BUSINESS ENVIRONMENT

May you live in interesting times ……..
• World Financial Crisis
• Weaker Refinery Margins
• Volatile Exchange Rate
• Customer/Shareholder review

And have ………….
• Talented and capable people
• Clarity of purpose 
• Track record of success
• Flexible balance sheet 
• Sound Foundations

To recognise & mitigate the threats 

……..and identify & grasp the opportunities


