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Genesis Energy announces intention to modify Capital Bonds  
 
Genesis Power Limited (Genesis Energy) today announced it is intending to modify the 
terms of its unsecured subordinated Capital Bonds (NZDX code: GPLFA).  
 
As part of this process all existing New Zealand bondholders (as at the Record Date) 
will be offered the opportunity to remain invested in the modified Capital Bonds.  Those 
New Zealand bondholders who do not elect to remain invested, and all overseas 
bondholders, will have their Capital Bonds purchased by Genesis Energy on 15 July 
2013 (the next interest payment date for the Capital Bonds) at par (being $1.00 for 
each Capital Bond) plus accrued interest (less any applicable withholding taxes). 
 
The proposed modifications are described below and will be set out in detail in the 
Explanatory Notes that will be made available to each bondholder next week when the 
minimum interest rate and margin to apply to the modified Capital Bonds has been 
determined following a bookbuild process. 
 
Background 
 
The Capital Bonds were structured in 2011 to obtain, and were assigned, a “high” 
equity content classification from Standard & Poor’s (S&P).  As announced by Genesis 
Energy on 3 April 2013, S&P has changed its equity content criteria. On the basis of 
S&P’s revised criteria, the highest equity content for which the Capital Bonds are 
eligible is “intermediate”.  As a result of this change Genesis Energy now has the right 
to redeem the Capital Bonds at par (being $1.00 for each Capital Bond) plus accrued 
interest (less any applicable withholding taxes). 
 
Genesis Energy continues to view capital instruments which have an equity content 
element as an important component of its long-term capital structure.  The reduction in 
the equity content from high to intermediate means the Capital Bonds, as they currently 
stand, are no longer a cost effective form of equity content for Genesis Energy.  Rather 
than redeem the Capital Bonds and replace them with a new issue of intermediate 
equity content bonds, Genesis Energy proposes to modify the Capital Bonds so they 
more closely resemble the terms of a newly issued intermediate equity content 
instrument. This means the existing New Zealand bondholders will, subject to any 
scaling, have a preferential right to remain invested in the modified Capital Bonds. 
 
 
Proposed modifications 
 
The Capital Bonds have been modified initially to allow Genesis Energy to propose the 
modified terms below to New Zealand bondholders.  The material changes that Genesis 
Energy proposes to make to the terms of the Capital Bonds are: 
 



 The interest rate applicable to the Capital Bonds until the first reset date and the 
margin will be adjusted to reflect the terms of a newly issued intermediate equity 
content instrument in current market conditions. The adjusted pricing will be set 
out in the Explanatory Notes expected to be made available to the market on or 
about 7 June 2013 and thereafter sent to all bondholders. 
 

 An extension of the first reset date from 15 July 2016 to 15 July 2018. This also 
means Genesis Energy cannot, except in certain circumstances, call the Capital 
Bonds until 15 July 2018. 
 

 The introduction of a distribution stopper which means that if there is any 
deferred interest outstanding on the Capital Bonds, Genesis Energy cannot pay 
any distributions to its shareholders. 
 

 Genesis Energy having the right to defer an interest payment at any time.   
Currently, Genesis Energy must defer an interest payment if its credit rating falls 
to BB+ or lower or if Genesis Energy is insolvent or would become insolvent if an 
interest payment is made.  As a consequence of the change to this provision, 
Genesis Energy is not required to defer interest should that event arise, but has 
the discretion to defer interest on the Capital Bonds at any time. 
 

 Inclusion of a process whereby Genesis Energy can at its discretion propose new 
terms to bondholders prior to each reset date, and bondholders can elect to 
accept or reject the new terms. 

 
It is expected that, once the modifications take effect (which will occur on completion of 
the process on 15 July 2013), the issue credit rating of the Capital Bonds will be 
revised upwards by S&P from BB- to BB+. 
 
Genesis Energy intends to have up to $200 million of modified Capital Bonds on issue 
following completion of the modification process.  If valid elections are received from 
New Zealand holders such that Genesis Energy will have more than $200 million of 
Capital Bonds on issue following completion of the process, Genesis Energy may scale 
applications accordingly. 
 
Trust Deed amended 
 
The trustee for the Capital Bonds (Trustees Executors Limited) has consented to the 
proposed modifications and has executed a deed of amendment which amends the 
terms of the trust deed for the Capital Bonds.  A copy of that deed of amendment will 
be registered with the Companies Office and once registered will be available for 
review at www.business.govt.nz/companies.   
 
The Trustee is satisfied that the modifications are not adverse to bondholders' interests 
as each bondholder, unless they are a New Zealand bondholder electing to remain 
invested in the modified Capital Bonds, will have their Capital Bonds purchased for an 
amount equal to what they would have otherwise received if Genesis Energy had 
redeemed all the existing Capital Bonds (as it is entitled to do). 
 
Expected timetable 
 
All bondholders will be sent a copy of the Explanatory Notes explaining the proposed 
changes and a copy of the deed of amendment to the trust deed setting out the new 
conditions of the Capital Bonds. New Zealand bondholders will also be sent an Election 
Notice. New Zealand bondholders wishing to retain the modified Capital Bonds must 



return the Election Notice by 5pm on 3 July 2013.  Bondholders who do nothing, or 
who are not New Zealand bondholders will have their Capital Bonds repurchased on 15 
July 2013 for $1.00 plus accrued interest (less any applicable withholding taxes). 
 
NZX has confirmed that trading in the Capital Bonds is to be halted at market close on 
Friday 31 May 2013 and the Record Date for this process is Thursday 6 June 2013. 
 

31 May 2013 Trading halt to commence for the Capital Bonds at market close. 

 

6 June 2013 Record Date. 

Minimum interest rate and margin set. 

 

7 June 2013 Election period commences. 

Election Notices and Explanatory Notes made available to the market 
on www.nzx.com and on Genesis Energy's website (at 
www.genesisenergy.co.nz), and thereafter despatched to 
bondholders. 

 

3 July 2013, or 
such later date 
as notified by 
Genesis Energy 

Date by which New Zealand bondholders wishing to remain invested 
in the modified Capital Bonds must have returned their duly 
completed Election Notices. 

10 July 2013 Rate set date on which the interest rate applicable to the modified 
Capital Bonds is determined and announced to the NZX. 

15 July 2013 

 

Interest Payment Date. 

Modifications to the Capital Bonds will take effect. 

Trading in modified Capital Bonds expected to resume. 

Genesis Energy purchases Capital Bonds not being retained by 
existing bondholders. 

 
 
Genesis Energy has engaged Craigs Investment Partners Limited (Craigs) to act as its 
structuring adviser for the election process, and Craigs and Forsyth Barr Limited have 
been appointed as Joint Lead Arrangers. 
 
Genesis Energy is a state enterprise under the State Owned Enterprises Act 1986.  
The Crown does not guarantee the Capital Bonds or any other obligations of Genesis 
Energy. 
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