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Summary of the Bond Programme

This Prospectus is dated 23 February 2009 and relates to an offer of Bonds by Contact Energy Limited. The terms
of these Bonds are set out on pages 8 to 13 of this Prospectus.

A copy of this Prospectus, duly signed by or on behalf of the Directors of Contact Energy Limited and having
attached to it all documents and other materials required by section 41 of the Securities Act 1978, has been
delivered to the Registrar of Companies at Auckland for registration under section 42 of the Securities Act 1978.

The documents required by section 41 of the Securities Act 1978 to be endorsed on or attached to the copy of this
Prospectus delivered to the Registrar of Companies for registration are:

. the report of the auditors of Contact Energy Limited in respect of certain financial information included in
this Prospectus, as set out on pages 44 to 47 of this Prospectus;

. the signed consent of the auditors to the auditors’ report appearing in this Prospectus;

. copies of the material contracts referred to on page 54 which have not previously been filed with the
Registrar of Companies;

. an acknowledgement from NZX to the effect that application has been made to NZX for permission to list
the Bonds and all requirements of NZX for the listing of the Bonds that can be complied with at that time
have been duly complied with;

. the Trustee’s statement, as set out on page 43 of this Prospectus; and

. letters of authority authorising this Prospectus to be signed by the agent of directors of Contact Energy
(where appropriate).

This Prospectus only constitutes an offer of Bonds to the public in New Zealand and fo investors in other
jurisdictions where the Bonds may be lawfully offered. No action has been or will be taken by Contact Energy ’
which would permit an offer of Bonds to the public, or possession or distribution of any offering material, in any
country or jurisdiction where action for that purpose is required (other than New Zealand). Bonds may only be
offered for sale or sold in conformity with all application laws and regulations in any jurisdiction in which they are
offered, sold or delivered. No Bondholder, or any other person, may purchase, offer, sell, distribute or deliver
Bonds, or have in its possession, publish, deliver or distribute to any person, any offering material or any
documents in connection with the Bonds, in any jurisdiction other than in compliance with all applicable laws and
regulations. By purchasing the Bonds, each Bondholder who is an original subscriber is deemed to have
indemnified Contact Energy and each of the Joint Lead Managers, the Co-Manager and the Trustee for any loss
suffered by any of them by reason of the breach of the above selling restrictions.

Capitalised words and expressions appearing in this Prospectus are defined in the Glossary to this Prospectus.
The issuer

The issuer of the Bonds is Contact Energy Limited (‘Contact Energy”’). Contact Energy’s registered office is
located at Level 1, Harbour City Tower, 29 Brandon Street, Wellington.

Further information about Contact Energy is contained elsewhere in this Prospectus.
The Bond Programme

Contact Energy has established a Bond Programme which allows the issue of bonds from time to time to refinance
its existing debt, to provide funding for capital development projects and for general operational purposes. The
Bond Programme permits Contact Energy to issue, from time to time, bonds with different features, particularly
with different Maturity Dates and Interest Rates.



Under the Bond Programme, bonds are constituted and issued in Series. A Series comprises of at least one
Tranche of bonds and may comprise of a further Tranche or Tranches of bonds which are expressed to be
consolidated and form a single Series and in respect of which all terms are identical (except for the respective
Opening and Closing Date, Interest Rate, Maturity Date, frequency of payment of Interest and Interest Payment
Dates).

Contact Energy may offer Bonds pursuant to this Prospectus in various Tranches between 2 March 2009 and 30
September 2009. In respect of each Tranche of Bonds offered, details of the applicable Opening Date and
Closing Date, Interest Rate, Maturity Date, frequency of payment of Interest, Interest Payment Dates and
brokerage will be set out in the applicable Rate Card.

Rating

On 23 February 2009 the Bonds were assigned a rating BBB by Standard & Poor’s (“Standard & Poor’s”).
Further information about the rating is available at: www.standardandpoors.com.

The rating referred to in this Prospectus is not a recommendation to buy, seli or hold the Bonds, and the rating
may be subject to revision or withdrawal at any time by Standard & Poor’s. Any downward revision or withdrawal
of the rating may have an adverse effect on the market price of the Bonds.

Apart from the above statement, Standard & Poor’s has not been involved in the preparation of this Prospectus.
Standard & Poor’s and its affiliates provide financial data, analytical research and investment and credit opinions
to the global capital markets and have many years experience in the provision of corporate and infrastructure
finance ratings.

Standard & Poor’s has given its consent to the inclusion of their credit rating of Contact Energy and of the Bonds in
the form and context in which it is included and to being named in this Prospectus in the form and context in which
they are named.

No Underwriting

Contact Energy may arrange for a particular Series of bonds issued under the Bond Programme to be partly or
fully underwritten. None of the Bonds offered under this Prospectus will be underwritten.

Listing

Application has been made to NZX for permission to list the Bonds offered at the date of this Prospectus on the
NZDX Market and all the requirements of NZX relating thereto that can be complied with on or before the date of
this Prospectus have been duly complied with. However, NZX accepts no responsibility for any statement in this
Prospectus.

Contact Energy is the issuer and sole obligor

For the purpose of the Securities Regulations 1983, Contact Energy is the “issuer” and, at the date of this
Prospectus, the “borrowing group” and is the sole obligor in respect of the Bonds. No other party, including the
Trustee, each of the Joint Lead Managers, the Co-Manager or any of Contact Energy’s subsidiaries guarantees
Contact Energy’s obligations under the Bonds. '

FASTER transfer

Listed Bonds may be transferred electronically using the FASTER system operated by NZX. All NZX brokers are
connected. FASTER allows for the real time processing of all buy and sell orders into a central system for
matching and settlement.



As soon as allotted Bonds are issued, new Bondholders will be advised by mail of their FIN (FASTER Identification
Number). Separately, the Registrar will send a FASTER statement. There are no certificates. Further statements
can be requested at any time.

Institutional settlement is handled via the Austraciear, New Zealand System which provides a delivery versus
payment service to banks, brokers and institutions in New Zealand.

Bondholders of listed Bonds will be required to quote their FIN in all dealings with a broker or the Registrar, as well
as their CSN (Common Shareholder Number) which they will have if they have an existing relationship with a
broker.



Summary of the Bonds

The following is a summary of the main terms that will apply to the Bonds. The full terms and conditions of the
Bonds are set out at pages 8 to 13 of this Prospectus.

Trust Documents

All terms and conditions relating to the Bonds are set out in the Master Trust Deed and the Supplemental Trust
Deed. The Trust Documents also incorporate and modify certain provisions of the Deed of Negative Pledge. To
the extent of any inconsistency between the Supplemental Trust Deed and the Master Trust Deed, the
Supplemental Trust Deed prevails. A summary of the principal provisions of the Master Trust Deed and the
Supplemental Trust Deed is set out on pages 35 to 42 of this Prospectus.

Registered Bonds

The Bonds will be registered Bonds and not bearer Bonds. This means that title to a Bond will be determined
solely by who is entered on the Register in relation to that Bond. Contact Energy will rely on the relevant Register
for the purpose of determining entitlements to interest payments on each Interest Payment Date, and for
repayment of the Principal Amount on the relevant Maturity Date.

Interest Rate, payments and maturity
Interest Rate

The Bonds will be fixed rate instruments. Each Tranche of the Bonds will pay Interest at the Interest Rate
specified in the relevant Rate Card. Interest shall accrue from day to day and shall be paid to the Bondholder in
arrears on each Interest Payment Date for that Interest period.

Interest Payment Dates

Interest on each Bond will be payable in arrears at the frequency set out in the relevant Rate Card, commencing
on the first Interest Payment Date, and ending on the Maturity Date (each an Interest Payment Date). If Interest
would fall due on a day other than a Business Day it will be payable on the next Business Day.

Interest will be paid to the original subscriber of that Bond in respect of the first Interest Payment Date, as
specified in the relevant Rate Card.

Maturity
The Bonds will mature on the date specified in the relevant Rate Card.
New Zealand taxation

Interest paid on the Bonds to a Bondholder who is resident in New Zealand for New Zealand income tax purposes
or who is engaged in business in New Zealand through a fixed establishment in New Zealand (‘Resident
Bondholder’) will be income that is taxable at the Bondholder’s relevant tax rate, and may be required to be
spread under the financial arrangements rules.

Resident withholding tax will be deducted at the applicable rate from interest paid on the Bonds to a Resident
Bondholder. Resident withholding tax will not be deducted if a Resident Bondholder holds a valid RWT exemption
certificate (and has provided a copy to the Registrar).

Approved issuer levy will be deducted from Interest paid on the Bonds to a Bondholder that is not a Resident
Bondholder, unless the Bondholder requests that non-resident withholding tax be deducted at the applicable rate
instead.



Neither Contact Energy nor the Trustee is obliged to gross-up or otherwise pay any additional amounts to
Bondholders as a consequence of the deduction of any withholding tax or approved issuer levy.

A more detailed description of the applicable New Zealand taxes will be sent out in the relevant Investment
Statement. The above statements are based on applicable taxation legislation current at the date of this
Prospectus.

Status of Bonds

The Bonds issued under this Prospectus will constitute unsecured and unsubordinated obligations of Contact
Energy and rank equally with each other. The Bonds also rank equally with all other unsecured and
unsubordinated indebtedness of Contact Energy, except indebtedness preferred by law.

Further Tranches and Series of Bonds

Under the Master Trust Deed, Contact Energy may from time to time, without the consent of existing Bondholders,
issue further Tranches and Series of bonds subject to the execution by Contact Energy and the Trustee of a
Supplemental Trust Deed. Contact Energy may, subject to compliance with the Trust Documents and the Deed of
Negative Pledge, also issue other bonds, notes or other debt instruments which may rank ahead of the Bonds.

Applications
Applications for the Bonds must be made in the manner and by the times specified in the Investment Statement.

Important Dates

Opening Date: As per the applicable Rate Card

Initial Rate Set Date: The Business Day before the Opening Date
Closing Date: As per the applicable Rate Card
Issue Date: For each bond that Contact Energy has agreed to issue,

the date on which the Issue Price payable by the applicant
: for the Bond has been lodged to Contact Energy’s bank
account.

Expected quotation of Bonds on the NZDX: Within a reasonable time after the Closing Date for the
Tranche, and in any event not more than 10 Business
Days after that date




Terms and Conditions of the Bonds

The terms and conditions of the Bonds as contained in Schedule 1 of the Supplemental Trust Deed are set out in

this section.
1. GENERAL
1.1 The Bonds are subject to the provisions of the Trust Documents and, to the extent imported by the Trust

1.2

Documents, the Deed of Negative Pledge and Guarantee. Bondholders are entitled to the benefit of,
are bound by, and are deemed to have notice of, the Trust Documents.

Words and expressions defined in the Trust Documents and used in the Conditions have the meanings
given to them in the Trust Documents, as applicable, unless otherwise defined. In addition, unless the
context otherwise requires:

Accrued Interest means, on any date and in respect of any Bond, all interest on the Principal Amount
of that Bond which has accrued in accordance with these Conditions but has not been paid to the
relevant Bondholder and includes, where the context requires, interest overdue for payment.

Bondholder means a holder of Bonds.
Contact Energy means Contact Energy Limited.

Interest Payment Date means in respect of a Tranche of Bonds, each date for the payment of interest
for that Tranche in each year and including the Maturity Date as set out in the applicable Rate Card.

interest Rate means, in relation to a Bond offered under the Investment Statement and Prospectus, the
initial rate of interest per annum payable on the face value of that Bond as set by Contact Energy in
consultation with the Joint Lead Managers, and set out on the Rate Card applicable to that Bond.

Investment Statement means the investment statement dated on or about 23 February 2009 in
relation to the Bonds.

Joint Lead Managers means First NZ Capital Securities Limited, ANZ, part of ANZ National Bank
Limited, ABN AMRO New Zealand Limited and Forsyth Barr Limited.

Minimum Holding means Bonds with an aggregate Principal Amount of $5,000.

Principal Amount means, in relation to a Bond, the amount (other than interest) payable on
redemption or repayment of that Bond, being the amount recorded as such in the Register in respect of
that Bond.

Prospectus means the registered prospectus dated on or about 23 February 2009 in relation to the
Bonds.

Record Date means, in relation to a payment due on a Bond, the tenth calendar day before the relevant
Interest Payment Date or Maturity Date or if that tenth day is not a Business Day, the Business Day
immediately preceding such day.

Register means the register kept in respect of the Bonds maintained by the Registrar.

Trust Documents means the Master Trust Deed and the Supplemental Trust Deed.
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2.3

4.1

4.2

STATUS AND RANKING OF THE BONDS

Status

The Bonds constitute unsecured unsubordinated debt obligations of Contact Energy, will rank equally in
all respects with each other and with all unsecured unsubordinated indebtedness of Contact Energy
other than indebtedness preferred by law.

Relevant Provisions of Trust Documents

The order of priority of payment in which amounts received by the Trustee under or in respect of Bonds
must be applied, and the provisions specifying the remedies of the Trustee and the Bondholder in
relation to the Bonds, are set out in the Trust Documents.

Repayment on Maturity Date

Unless and until amounts owing under the Bonds are paid or repaid earlier under the Trust Documents
or these Conditions, Contact Energy shall repay the Principal Amount owing under the Bonds, together
with Accrued Interest, on the Maturity Date.

EVENT OF DEFAULT

At any time after the occurrence of an Event of Default (as defined in the Master Trust Deed) the
Trustee at its discretion may, or upon being directed to do so by an Extraordinary Resolution must,
declare the Bonds to have become immediately due and payable, whereupon the Bonds shall forthwith
become immediately due and payable.

INTEREST
Interest Rate and Calculation of Interest
(a) Each Bond bears interest on the Principal Amount at the Interest Rate.

(b) Interest will be calculated on the Principal Amount of each Bond and will accrue daily from the
date application monies were banked by the Registrar in respect of each Bond on the basis of a
365-day year (subject to Condition 4.2). Interest will cease to accrue on each Bond on the date
on which it is repaid, repurchased or redeemed in full.

Payments
All payments in relation to a Bond may be satisfied by:
(a) Post
mailing cheques to the addresses of; or
(b)  Direct credit
direct credit to any bank account nominated in writing (prior to the Record Date) by,

the Bondholder entered in the Register on the Record Date. Such mailing or direct credit will occur prior
to 5:00pm on the relevant Interest Payment Date (or, if that date is not a Business Day, the next
Business Day after that date) or other date on which payment is required to be made. Interest will be
paid to the original subscriber on the first Interest Payment Date regardless of any prior transfer of the
relevant Bonds.
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Withholding Taxes

@

(b)

(©)

(d)

Deduction for Withholding

Subject to Condition 4.3(b) (Approved Issuer Levy), all payments or credits to, or to the account
of, Bondholders (including payments of, and credits in respect of, interest) will be made net of
any tax or levy in respect thereof required by law to be withheld, deducted or paid by Contact
Energy, except to the extent that the Registrar is satisfied that the Bondholder is exempt from
any such tax or levy or is a person in respect of whom any such withholding, deduction or
payment is not required to be made. Any Bondholder claiming any such exemption or to be such
a person must provide the Registrar with such evidence as the Registrar may from time to time
require to satisfy itself in respect of the validity of that claim.

Approved Issuer Levy

Contact Energy will register the Bonds with Inland Revenue for approved issuer levy (within the
meaning of section 86F of the Stamp and Cheque Duties Act 1971) (AIL). Unless otherwise
agreed Contact Energy will, where it is lawfully able, pay AlL at the minimum rate permitted by
law on payments made or credited to Bondholders who are not New Zealand tax residents and
do not engage in business in New Zealand through a fixed establishment in New Zealand (Non-
Resident Bondholders). The amount of AlL will be reimbursed to Contact Energy by Contact
Energy deducting the amount from the interest otherwise to be paid or compounded to or for the
benefit of the Non-Resident Bondholder. At the written request of a Non-Resident Bondholder,
to be made to the Registrar, Contact Energy will not deduct AL and will deduct non-resident
withholding tax, at the rate required by law (as reduced by any applicable double tax agreement)
from payments made or credited to that Non-Resident Bondholder. Where Bonds are held
jointly by a New Zealand tax resident and a Non-Resident Bondholder, Contact Energy will
deduct resident withholding tax at the rate required by law. Contact Energy or the Registrar may
require satisfactory evidence as to a Bondhoider’s tax and residency status before agreeing to
apply any particular withholding regime in respect of that Bondholder.

No gross-up

The actual amount of interest payable to each Bondholder on each Interest Payment Date will be
the gross amount of interest calculated in accordance with Condition 4.1, less any amount
deducted or paid by Contact Energy under Condition 4.2 or 4.3. Contact Energy is not liable to
increase any payment to a Bondholder on account of any deduction or payment made under
Condition 4.2 or 4.3.

Taxation Indemnity from Bondholder

If, in relation to any Bond, the Trustee or Contact Energy becomes liable to make any payment
of or on account of tax payable by the Bondholder or in relation to any Bonds, the Trustee and
Contact Energy is each indemnified by the Bondholder and the personal representatives or
successor of that Bondholder (and, as concerns the Trustee, also by Contact Energy who shall
in turn be indemnified by the relevant Bondholder) in respect of any such liability, and any
moneys paid by the Trustee and Contact Energy in respect of any such liability may be
recovered by action from such Bondholder and the personal representatives or successor of the
such Bondholder (as the case may be) as a debt due to the Trustee or Contact Energy. Nothing
in this Condition prejudices or affects any other right or remedy of the Trustee or Contact
Energy. )

10
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5.2

53

TRANSFERS AND REPLACEMENTS OF BONDS

Transfers

The Bonds may be transferred in minimum Principal Amounts of $1,000 or such lesser amount as
Contact Energy may from time to time permit subject to this Condition 5, provided that, following any
such transfer, the transferee (and the transferor, uniess its holding is reduced to zero) holds Bonds with
an aggregate Principal Amount of not less than the Minimum Holding.

Form of Transfer

Subject to these Conditions and the Trust Documents, a Bondholder may transfer any Bond held by him
or her by:

(a)

(b)

(c)

Written instrument

a written instrument of transfer in the usual or common form signed by the transferor and the
transferee; or

FASTER system
means of the FASTER system operated by NZX; or
Other method

any other method of transfer of marketable securities which is not contrary to any law and which
may be operated in accordance with any Listing Rules, and which is approved by Contact
Energy.

Registration Process

@

(b)

Transfers other than through FASTER

The following provisions apply to instruments of transfer other than any transfer under
Condition 5.2(b) (FASTER System):

(i) the instrument of transfer must be left at the Registry and such other evidence as the
Registrar or the Trustee requires to prove the transferor's title to, or right to transfer, the
Bonds including the relevant holder and FASTER identification number, together with
evidence that any applicable duties and taxes required to be paid by any reievant
legislation in order for the Bonds to be transferred have been paid; and

(i)  on registration of a transfer of a Bond, 2 FASTER statement will be issued to the
transferee of such Bond.

Fees

The Registrar may charge a fee to Contact Energy for:

(i) registering transfers of Bonds; or

(i)  splitting holdings in relation to Bonds; or

(iiiy  issuing FASTER statements (where bound to do so) in relation to Bonds; or
(iv)  using holder or FASTER identification numbers in relation to Bondholders; or

(v) effecting conversions between sub-registers (if any) of the Register; or

11



5.4

5.5

5.6

57

5.8

5.9

5.10

511

(vi)  noting transfer forms in relation to Bonds.

Transfers must be Registered

Subject to this Condition 5 (Transfers and Replacements of Bonds), Contact Energy must direct the
Registrar not to refuse to register or fail to register or give effect to, a transfer of Bonds.

Refusal to Register Transfers

Contact Energy may direct the Registrar to refuse to register any transfer of Bonds where these
Conditions, the Trust Documents, any Listing Rules or any applicable legislation permits or requires
Contact Energy to do so.

Notice of Refusal to Register

Where registration of a transfer of Bonds is refused under Condition 5.5 (Refusal to Register Transfers),
Contact Energy must direct the Registrar to give written notice of the refusal and the precise reasons for
the refusal to the party lodging the transfer, if any, within five Business Days after the date on which the
transfer was lodged. The failure to give such a notice will not invalidate the decision not to register.

Retention of Transfers

Contact Energy is to direct the Registrar to retain all instruments of transfer of Bonds which are
registered, but any instrument of transfer of Bonds the registration of which was declined or refused
(except on the ground of suspected fraud) is to be returned to the party lodging the transfer.

Powers of Attorney

Any power of attorney granted by a Bondholder empowering the donee to deal with, or transfer Bonds,
which is lodged, produced or exhibited to the Registrar will be deemed to continue and remain in full
force and effect as between Contact Energy, the Trustee, the Registrar and the grantor of that power,
and may be acted on, until express notice in writing that it has been revoked or notice of the death of
the grantor has been received at the Registry.

Transmission by Operation of Law

Any person becoming entitled to any Bond by operation of law (including the death or bankruptcy of any
Bondholder) may, upon producing such evidence of entitlement as is acceptable to Contact Energy,
obtain registration as the Bondholder of such Bond or execute a transfer of such Bond. This provision
includes any case where a person becomes entitled as a survivor of a person registered as joint
Bondholder.

Notices
All notices given by Bondholders in accordance with these Conditions will be irrevocable.
Sale of less than Minimum Holding

The Board of Contact Energy may at any time give notice to any Bondholder holding less than a
Minimum Holding of Bonds that if at the expiration of three months after the date the notice is given the
Bondholder still holds Bonds which are less than a Minimum Holding, the Board may exercise the
power of sale of those Bonds set out in this Condition 5.11. If that power of sale becomes exercisable:

(@) the Board may arrange for the sale of those Bonds through the NZDX or in some other manner
approved by NZX;

(b) the Bondholder shall be deemed to have authorised Contact Energy to act on the Bondholder’s
behalf and to execute all necessary documents for the purposes of that sale;

12



(c)

(d)

Contact Energy shall account to the Bondholder for the net proceeds of sale of the Bonds (after
deduction of reasonable sale expenses), which shall be held on trust for the Bondholder by
Contact Energy and paid to the Bondholder for the Bonds sold; and

the title of a purchaser of any Bonds sold pursuant to this Condition 5.11 shall not be affected by
any irregularity or invalidity in the exercise of the power of sale or the sale itself.

13



Industry & Business Description*

OVERVIEW
Contact Energy is one of New Zealand's largest publicly listed companies by market capitalisation with around
83,000 shareholders and a staff of about 1,000 employees. Contact's operations encompass electricity
generation, wholesaling and retailing, and supply of reticilated natural gas, and liquefied petroleum gas ("LPG").
Contact:
+ ownsNewZealand's most diversified genaration portfolio by geegraphic location, technaloéy and fuel type
s 15 New Zealdid's secorid largast electricity generator
s isNew Zealand's second largest elactricity retaller
. Overview of Market-Position in Generation.

&  pwnsand operates ten power stations throughiout New Zealand comprising 1,960 megawatis(“MW") of
hydre, gas and geothermal generation capacity ‘

« generated on-average about 26% of New Zealand’s total annual electricity output in 2008
o [scontistied o operaté the 185 imegawatt Crown-owned reserve’ generation plant at Whirinaki in Hawke's
Bay
« holds:a 25% sharehiolding interest in the 282 megawatt Oakey power station in:Queensiand, Australia
‘Overview of Market Position in Retail

 hasapproximately 500,000 retail eleciricity customers, 70,000 reticulated natural gascustomers-and 54,400
LPG customers

+ hasapproximately 26% of New Zealand's fotal retail electricity maitket share by customer numbers
» hasan estimated 35% of New Zealand's retail reficulated natural gas:market by volume

s through Rockgas (a wholly owned subsvdiary of Contact Energy), has' approxnmalely 48% of New Zegland's
LPG:markst by volume

Conttact is also advancing a significant generation investment programme including construction of a gas storage
“fatility and ore than 1,300 megawatts of geothermal, gas-fired, hydro and wind generation projects,

Inthis “indusiry & Business Description” section, referencesto Contact include Contact Energy and its
siubsidiaries.. Contact Engmgy is'the most significant operating entity in the Contact group and as at .31 Decambeér
2008 represented approximately 98% of Contact's shareholder funds. Coniact Energy is the issuer of the Bonds:
and the:sole obligar in respect of the Bonds. The Bonds are not guaranteed by any of Contact Eriergy's
subsidiaries..

* Unless specifically rioted, information such s market share stalistics, generalor capacity and customer numbers
has basn calculaled by Contéct management using appropriate publicly available information,

14



NEW ZEALAND ENERGY SECTOR
Electricity Sector

Deregulation of the New Zealand electricity sector began in 1987 with the corporatisation of the Electricity
Corporation of New Zealand (‘ECNZ”), then the owner of most of New Zealand's generation and transmission
assets. Corporate separation of the locally owned retail and distribution electricity utilities followed in 1993
pursuant to the Energy Companies Act 1992, and in 1994 the national transmission grid operator Transpower New
Zealand Limited (“Transpower”) was separated from ECNZ. In 1996, ECNZ was split into two with the
establishment of Contact and in 1999, the residual assets of ECNZ were split into three state owned enterprises:
Meridian Energy Limited (“Meridian”), Mighty River Power Limited (“Mighty River Power”) and Genesis Power
Limited (“Genesis”). The Electricity Industry Reform Act 1998 (the “Reform Act’) divided the electricity sector into
four operating segments, Generation, Retail, Transmission and Distribution with restrictions on ownership between
Generation/Retail on the one hand, and Transmission and Distribution on the other (above a limited threshold).

The Electricity Commission was established in September 2003 to assume responsibility for overseeing the
electricity industry and for security of supply.

Generation and Wholesale

Over the past three years, New Zealand generation was fuelled approximately 65% by renewable resources
(hydro, geothermal, wind and biomass) with the predominant source being hydro electricity. The major generators
are Contact, Meridian, Genesis, Mighty River Power and TrustPower Limited (“TrustPower”). All of the main
generators have a significant retail customer base which has the effect of providing a hedge against the wholesale
price received by the generator for electricity produced.

Major Electricity Generators’ Current Capacity

g 2
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Meridian Contact Genesis  Mighty River TrustPowel
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Major Electricity Retailers’ Customer Numbers
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Source: Electricity Commission data
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The wholesale electricity market was established in 1996 and involves the sale and purchase of physical electricity
at prices established half hourly (the spot market) at approximately 250 different points of connection (nodes) to
the national grid located across New Zealand. Large users and retail electricity companies bid to purchase
electricity from the spot market. Generators offering the lowest prices get dispatched first to meet national
demand. The clearing price at each node for each half hour is the lowest marginal price at which demand is
satisfied at that node or location. Prices offered by generators vary according to the type of generation and the
clearing price can therefore be affected by factors such as hydrdlogy, fuel costs and availability, transmission
constraints and plant availability. As there is no maximum price at which spot prices are capped, prices can rise to
high levels at times of constraint — usually caused by fuel or transmission capacity constraints. At other times
wholesale prices can be low driven by excess generation over demand — usually caused by high hydro inflows
and/or low demand periods.

Transmission
Transpower owns the high voltage electricity transmission system in New Zealand. Transpower:

e transports bulk electricity from where it is generated (by companies like Contact) to cities, towns and
some major industrial users (such as New Zealand Steel and Rio Tinto’s Aluminum Smelter)

e connects with electricity distribution businesses (like Vector and Orion) who deliver that power to New
Zealand’s homes and businesses

e manages New Zealand’'s power system (as the System Operator) so that electricity is delivered to where
it is required on a real-time basis so that supply and demand match.

The grid consists of around 12,000km of high voltage alternating current (HVAC) transmission lines and a high
voltage direct current (HVDC) transmission line that links the North and South Islands by way of submarine cable.
The average age of Transpower’s transmission asset base is increasing, with many assets older than 40 years
and some older than 70 years. With demand continuing to rise and little investment in transmission, these assets
have become increasingly constrained. Transpower is progressing a significant investment programme designed
to improve grid capacity and reliability.

Distribution

There are 29 electricity distribution businesses providing local area lines networks through which electricity is
transmitted from the transmission grid exit points to end users. Most of these distribution businesses were formed
in 1992 when the Government required the existing entities (then power boards or municipal electricity
departments of local authorities) to be corporatised. The corporatisaton process resulted in a number of different
ownership structures with shares in the new companies ranging from local council owned, trust owned (with
beneficial ownership of the shares in the hands of the consumer or the community generally) and public
ownership. In 1998 the Reform Act required corporate separation of the distribution business from the retail
business.

The Commerce Commission regulates electricity distribution by setting thresholds (e.g. price paths and quality)
against which it assesses the performance of the distributors. If one or more of the thresholds are breached the
Commerce Commission can further investigate the business and, if required, control prices or quality.

Retailing

Electricity retailers acquire electricity from a grid exit point and use distribution networks to deliver that electricity to
end users. Most of the retailers are also generators and entered retailing through the acquisition of customer
bases from the distribution companies when they were required to separate their distribution and retail businesses.
Retail electricity supply is deregulated with any party able to offer to sell energy in competition with other energy
retailers to any retail customer.
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The major costs of an electricity retailer comprise energy cost, distribution costs and metering costs. Metering
services are provided by a range of retail, distribution and independent companies. Retail tariffs are not subject to
price regulation and vary across New Zealand according to geographic location, local distribution network charges
and the impact of nodal electricity pricing.

Natural Gas Sector

The development of the natural gas sector in New Zealand commenced with the discovery of the Kapuni field in
1959 and the Maui field in 1969. Unlike the electricity sector there is no legislation preventing ownership across
each segment of the industry. While the Government was directly involved in the development of the gas sector in
its early days, since the 1980s the sector has largely been privately held although subject to some regulation,
particularly in relation to the transmission and distribution of gas. Although the New Zealand gas sector is small by
global standards it plays a large role in the economy as natural gas is primarily used to generate electricity and
approximately 25% of electricity is generated using thermal fuel.

Production and Wholesale

At 1 January 2008 total proven and probable reserves in New Zealand were 2,195 PJ from a range of gas fields.
Annuat production in 2007 from all fields was 181 PJ. Over 80% of New Zealand’s natural gas reserves are at the
Kapuni field, the Maui field and the new Pohokura field. The Kupe field is expected to commence gas production in
2009. In the short to medium term gas supplies are more than sufficient for electricity production and reticulation.

Gas Reserves by Field {excludes LPG) i i T
Ultimate Recoverable [P50) Remaining (P50} as at 1 January 2008
Mm3 Bef PJ . HBm3 B PJ
_...1088360:  3768.1 4199.7 1241807 7438 489B
41053.0 1451.6 1112.3 N57 )
Lm0l gvggl 11480
M ___B47D 2989 31.4
Ngatoro - B807 230 256
 Tariki/Ahuraa 32707 1se 128.8
BB 288 32.1
1820.3 643 754
| Mck - 51735 182.7 2080 |1
| Manga 3335.7 117.8 1298
Others - 2148 1489 166.8
Total 195,547.3 6,910.3 725718
Source: MED Energy Data Filt’e fune 2008 L

Reserves from Non-Production Fields (Gas) mm
Estimated Recoverable Reserves

Petroleum Mining
Field Mm3 Bef P.J Permit Granted
Kupe (PML 38146) 5784.3 203.0 188.1¢ 24th October 1992
UrenuifOhanga (PMP 38161) NA, 100 10.5 28th April 2006
Radnor (PMP 38157) ' 152.4 6.0 50 1S8th May 2005
MacDaonald NA. 171.3 N.A, 27th July 2007
Windsor (PMP 38152) 208 0.7 0.8 22nd September 2005
Total 5957 .5 391.0 204.4
Source: MED Energy Data Fife June 2008

! This is the latest available information
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Remaining Gas Reserves (P50) By Field (excl. LPG) as at 1

January 2008
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Notes to tables and graph:

P50 Reserves are expected oil and gas reserves estimated as “proven and probable” with a greater
than 50% probability of being technically and economically producible by field operators.

Ultimately recoverable reserves are estimates of the total amounts of oil and gas that can be
extracted during the lifetime of each field.

Beyond the middie to end of the next decade there is uncertainty regarding the capacity of domestic gas resources
to meet the total market demand. As a result, Contact has taken steps to ensure that it has possible backstop
arrangements in the event that domestic supplies are not sufficient to meet demand requirements. Contact is in
the process of developing a gas storage facility near Taranaki which could be used as storage in the event there is
a need for imported LNG. In addition Contact is working with Genesis, via their Gasbridge joint venture, to
investigate the development of facilities to allow for the importation of LNG with land based LNG storage and
regasification. A site has been chosen near the New Plymouth power station and work is progressing on a
resource consent.

Transmission and Distribution

Natural gas transmission systems only exist in the North Island as New Zealand’s gas supplies are dominated by
reserves from the Taranaki Basin. There are extensive low pressure gas reticulation networks in most cities in the
North Island. Like electricity networks, gas transmission and distribution networks are regulated by the Commerce
Commission.

Retailing

Gas retailers purchase natural gas and on sell it to industrial, commercial and residential end use customers. In
20072, approximately 59% of natural gas produced in New Zealand was consumed by electricity generation
(Contact and Genesis being major consumers) and 15% by the petrochemical industry (for the production of
methanol and ammonia-urea). The remaining 26% of gas produced was consumed in the retail market but only 3
to 4% was consumed by the residential market (the balance consumed by industry and commercial customers).

2 This is the latest available information
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Gas Consumption by Sector for 2007

Gas consumption by sector 2007
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Gas is considered to be a discretionary fuel source in the retail market and decisions by customers to use gas are
largely driven by the price of gas in comparison with alternatives such as electricity. In recent years, as the price of
gas has increased, the level of consumption in the residential and commercial segments has decreased.

LPG Sector

Contact has exposure to the LPG sector through Rockgas, a wholly owned subsidiary of Contact Energy. LPG is
widely used as a source of energy throughout New Zealand, particularly in the South Island where there is no
reticulated natural gas supply, or when connection to the network would be too expensive. LPG occurs naturally in
crude oil and natural gas production fields and is also produced in the oil refining process. The New Zealand
industry began in the 1920s when LPG was shipped from the United States in cylinders and, with the development
of the natural gas industry in the 1970s, domestic production of LPG commenced. Consumption of LPG has grown
strongly since the 1980s. Domestic production peaked in the 1990s when New Zealand began to export LPG.
However, with the decline of the Maui gas field, New Zealand has had to import increasing volumes of LPG to
meet demand. Imports are expected to reduce when the Kupe field starts producing LPG and at times during the
year, the country may be required to export LPG given expected levels of LPG production from Kupe.

Since 2003 the cost of LPG has increased due to importation of LPG which is priced in United States dollars at
prices reflecting international supply and demand. While the price of LPG is not directly linked to the price of oil,
when oil prices move LPG prices generally move due to the level of switching between competing fuels and
factors affecting demand (e.g. increases in demand from China and India). In management’s view, although the
level of imports is expected to decrease as domestic production increases again as new gas fields commence
production, LPG prices in New Zealand are expected to continue to reflect international pricing rather than
domestic factors.

Traditionally LPG has been supplied in cylinders from service stations or distributed by trucks directly to the
customer but in recent years reticulation systems have been developed (e.g. in Christchurch, Queenstown,
Wanaka and Dunedin in the South Island). Rockgas is a supplier of LPG and has approximately 48% of the market
(there being three other main suppliers).
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CONTACT’S BACKGROUND

Contact commenced operations in February 1996 when the New Zealand Government separated the assets of the
state owned monopoly generator ECNZ into two state owned enterprises. During the general industry restructuring
which resulted from the 1998 Reform Act, Contact expanded into energy retailing by acquiring eight retail
electricity companies (with a total of 346,000 customers) and in addition acquired Enerco New Zealand Limited’s
retail gas business (105,000 customers) in April 1999.

In May 1999 Edison Mission Energy (“Edison”) acquired a 40% sharehoiding in Contact Energy from the New
Zealand Government, and the remaining 60% of shares held by the Government were offered to investors through
an initial public offering. Contact then listed on the New Zealand Stock Exchange in 1999. Through the acquisition
of Empower in 2003, Contact consolidated and grew its electricity and gas retailing operations and continued to
develop its integrated business model. Edison increased its shareholding to 51.2% in the period 2000-2001. In
October 2004, Edison sold its entire interest in Contact Energy to Origin Energy Limited, (“Origin Energy”).
Currently 51.4% of Contact Energy is owned by Origin Energy.

A map overview of Contact’s current asset locations and key offices is outlined below:

;- Oakey distillatsfgas-Red pesking station, lcated in Orahuhu A
Queersiaad, Australia. Commissicaed in F0X). s eactive pawer
Comtact halds & 25 per cent sharehoiding interest in the :
Dahay power statioe and 35 the aperaior of the plant.

Otahuhu B
AT 400 MW

Auckland ...
Saies and Operatinns Office

Te Rapa copeneraton &4 MW ., ’ »
Poihipi Road geathecmat S0 MW ..

Wairakel geotheomal 157 MW and 15 MW binaey plan
New Plymouth siasm turbira 100 X9
Taranaki COET 177 MW

Levin Call Centre. ,, ...

" Lewes Hutx
Betail Services Consre

Weitingtan
(heenstoas Contact Heag Offce
Sales and Distribution Mice
e, Lhristchurch

Sales and Distribution Gffice

® Existing power stations

¢ Dffices ... Clyde Ciutha River hydro 432 MW

... Roxburgh Cictha River hydre 320 MW

“t. . Dunedin Call Ceatre
Seles and Distribution Qffice

. Invercargili

Sales drd Bistribution Office

STRATEGY

Contact is an integrated generator and retailer of energy with a generation portfolio using a diverse fuel base.
Contact’s future growth is founded on executing opportunities which support further development of the fuel
portfolio from which further generation investments can be made. This will be achieved by securing a wide range
of fuel options and being in a position to execute them as the market opportunity arises. At present Contact is
developing options across the four key fuels: geothermal, gas, wind and hydro.
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In the near term Contact has significant assets under development which will contribute to New Zealand’s
infrastructure including:

e geothemal generation assets which are generally the lowest cost of all current generation options in the
New Zealand market and have the benefit of being renewable and able to operate base load

e agas storage facility which enables Contact's fixed take gas commitments to be converted into flexible
supply and enables Contact to take advantage of its gas commitments

e gas peaking plants which can operate at short notice and will therefore be more responsive to the
market’s need for capacity to back up increased wind generation and respond to other market
intermittency.

Contact is also securing options in wind generation and continuing to develop further gas fired options in Taranaki
and Otahuhu. Over the medium to longer term Contact believes that New Zealand will likely benefit from further
investment in hydro generation and Contact is currently investigating a number of large scale hydro opportunities
on the Clutha River.

Ultimately final investment decisions to pursue any of these options will be based on their economics which will be
affected by matters such as the impact of any carbon cost regime, future gas costs and availability of gas and the
long term capital cost of new generation sources. As the owner of the most diverse set of fuel options, Contact is
well positioned over the long term to respond to changes in any of these factors.

GENERATION

Contact’s portfolio of 10 power stations provides on average 26% of New Zealand’s annual generation output. The
current total capacity of Contact’s portfolio is 1,960 megawatts (MW).

Generation Market Share by Volume {GWh)

Other
Trustpower  gog
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Contact

Mighty River 8%

Power
12%

Meridian Energy

299 Ganesis Energy
&

23%

Contact's power stations are fuelled by thermal, hydro and geothermal sources, and are located in both the North
Island and South Island. The diversity of the generation fleet is demonstrated by Contact’s generating pattern over
the past eight years. The variability between thermal and hydro illustrates the ability of the thermal assets to
respond to hydro conditions such as those experienced in the 2006 and 2008 financial years. The removal from
service of pole 1 of the HVDC in November 2007 will likely constrain flows between the islands at times of extreme
weather conditions and/or high demand periods. This could lead to periods in which the North and South Isfand
will operate as separate markets and as a result prices may differ between the islands, increasing volatility in
wholesale electricity prices as has occurred since November 2007.
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In October 2007 Contact announced the discovery of asbestos at the New Plymouth gas fired power station in
areas not previously documented on the site’s asbestos register. The decision was made to decommission the
plant and remove the asbestos. During that process an opportunity arose to temporarily recommission one of the
100 megawatt units and it operated during the winter of 2008 to cover a period of tight electricity supply. Given
current market conditions the plant is not expected to be required in the short term and therefore the process of
the removal of the remaining asbestos has now recommenced. Contact is currently reviewing longer term options
for the use of the site.

At the time the decision was made to decommission the New Plymouth plant Contact made arrangements with
another generator for risk management cover which provides Contact with access to 200 megawatts.

Contact's Generation By Fuel Source

FY2001 Fy2002 FY2003 FY2004 FY2005 FY2006 FY2007 Fy2008
= Hydro Geothermal B Therma

Note: For years prior to 1 October 2004 the reporting period was the year ended 30 September. For
2005 the reporting period was the nine months ended 30 June 2005, and the results of that period have
been annualised where appropriate for the purposes of the above graph. For 2006 and subsequent
years, the reporting period is the year ended 30 June.

GENERATION DEVELOPMENT

Contact has approximately 1,400 MW of new generation projects, and a gas storage facility, under development or
construction. These projects encompass hydro, geothermal, wind and thermal sources and represent a diverse
and strategically significant portfolio of generation projects that will significantly lift the proportion of renewable
generation owned by Contact in future years.
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Contact’s Generation Development Projects
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Geothermal generation development remains Contact's number one investment priority. Contact’s analysis
concludes that geothermal is the lowest cost source of new generation for New Zealand. Geothermal is the only
form of renewable generation that does not depend on the weather and can produce large volumes of clean,
baseload energy. Contact is developing projects which would, if approved, result in the investment of around $1.5
billion in approximately 500 MW of new geothermal generation in the Taupo region (Te Mihi and Tauhara
developments) over the next five years.

Contact has two key wind development projects (Hauauru ma raki and Waitahora) with the potential to produce up
to about 720 MW of electricity located in the Waikato and Hawke's Bay regions in the North Island. These are well
located close to load centres and therefore transmission losses to the load centres are minimised. Resource
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consent applications have been filed for both of these projects and the Walkato project (Hauauru ma Raki) has
been called in by the Minisier of the Environment unider the Resource Management Act.

During the 2008 financial year; Contact rie‘_ceiyed final resource consents for-a smiall 17 MW hydro generation
project at the company's control gales at Lake Hawea In Central Otago. Contactis also examining & riumber of
larger scale hydro opporiurities on the Clutha River forthe medium to longer term.

While Cantact belleves that New Zealand cangenerate more.of its electricity from renewable sources, gas-fired
generation is:expacted to continue to have & ‘pivotal rele in enistring New Zeéalaid's 's'sectirity of stpply. Two 100
MW gas-fired peaking turbines are under construction'near the Taranaki power station.and ‘are expecied to be
commissioned in 2010. This peaking plantwill play ari important role in supporting Higherlevels of renewable
generation by operating at times when renewabler plant such as wind and hydro are unavaflable or insufficierit to
meet peak demand, thus ensuring supply of electricity.

In addition, Contact continues to hold resource consents for:a 400 MW. combinad Wcle3 power station: at the
Contact's Otahuhu site and a second 500 MW combined cycle project at Contact’s Taranaki combined cycle site.
‘Contact is also investigating whether the:New Plymiouth power station site could be suitable as a combined cycle
site.

in the 2008 financlal year; Contact purchased the rights to ugé the Ahuroa gas resenvoir as:an underground gas
storage facllity enabling Contactto store gas at times when market conditions do-‘naté'\'(earrant fts use in generation

value of gas-and 16
manage ore effectively its nawrai gas msts In conjlinetion with the peaklng plant, the g arage facility will
provide a key saurce of flexible generstion o oparate at short notice when renewable:generation; paricularly wind,
is notavailable. ' '

ELECTRICITY RETAIL

Contacl is the second largest electricity retailer in New Zealand with approximately 500,000 customers: and ‘an
estimated market Share of 26% by customer numbers fotJanuary 2009. Contact supplies efectricity to:commercial
and residential customers under the Contact and Empower brands.

Electricity ratail market share by custemernumber

Othei
Trastpower 3
12%

N Confaty
. . 26%
Nderidian .
. Energy

3 Combined cycle means & gas fired generation station‘which includes a second cycle of heat through
a steam turbine enabling mare efficlent use of gas.
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Contact supplied 7,800 GWh to its retail customers in the 2008 financial year. The access to its own generation
significantly reduces the risks associated with purchasing electricity to supply Contact's retail customer base. Once
short term financial hedges are taken into account, on average Contact has about 15% of its generation exposed
to the spot price in any financial year.

Contact’'s Retail Electricity Sales

Gigawatt Hours

FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2005

Note: For years prior to 1 October 2004 the reporting period was the year ended 30 September. For
2005 the reporting period end was changed to 30 June 2005. The figures above for FY2005 are for the
12 months to 30 June 2005. For 2006 and subsequent years, the reporting period is the year ended 30
June.

Contact's Customer Numbers {incl. LPG Franchisees)

700

600 4

500 4

A00

300

Custormer lnnbers {809k

200 4

100 A

a

F¥2001 Fy2002 FY2003 FY2004 FY2005 FY2006 FYZ2007 FY2008 HY2009
B Electricity = (Gag | ugE]

GAS SUPPLY AND USE

Contact acquires natural gas primarily for use in its thermal power stations and to supply its retail customer base.
Contact currently retails gas to around 70,000 customers with an estimated market share of 35% by volume.

Contact also sells gas to other electricity generators and major customers. In the 2008 financial year, Contact
utilised 42.0 petajoules of gas for internal generation, and sold 17.0 petajoules of gas to wholesale customers and
4.1 petajoules to its own retail customers.
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Internal Generation
d to Wholesale Customers
:Sold to Retail Customers

Source: Annual Report

Contact acquires gas from a number of contracted sources including gas from the Maui field, from OMV (sourced
from the Pohokura field) and from Shell. Contact’s underground gas storage facility being developed at the Ahuroa
gas reservoir will help redress the loss of flexibility in Contact's gas supply contracts from the Pohokura field and
the inability of those contracts to meet seasonal swing in New Zealand’s generation requirements.

Contact’'s Gas Boock

PJs Taken

Fy2010  Fy2011 FY2012  FY2013 FY2014  FY2015
Financial Yeal

= faui - OMY (Pohaokura) = Shell

Source: Contact internal forecasts

Contact acquired Rockgas in 2007, which supplies LPG with approximately 48% market share of the New Zealand
market by volume. This acquisition enables Contact to supply electricity or gas to any customer in New Zealand.

OTHER ENERGY ASSETS
Contact has interests in other energy assets including:

. a 25% interest in the 282 MW natural gas or distillate fired open cycle peaking Oakey power station in
Queensland, Australia. Contact provides operating and maintenance services to the plant under a
fifteen year contract which terminates in 2014,

. a lease of the Whirinaki site in Hawke’s Bay on which the Government has constructed a 155 megawatt
diesel fired power station to provide reserve generation. Contact is contracted to operate the power
station;

. a 50% interest in the Gasbridge joint venture with Genesis. The purpose of the joint venture is to
investigate and evaluate the potential for importation of LNG should domestic natural gas production not
meet gas demand; and

. a geographically diverse metering business comprising approximately 132,000 gas metering
installations (representing approximately 50% market share) and approximately 216,000 electricity
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metering installations, comprising over 376,000 electricity meters and over 138,000 load control relays
(representing approximately 12% market share).

RECENT FINANCIAL PERFORMANCE

In January 2009 Contact advised the market that its financial performance for the financial year ended 30 June
2009 would be significantly lower than the previous financial year. This is reflected in the results for the period
ended 31 December 2008 which are summarised under the heading “Financial Information” on page 28. The key
drivers of that result, and the forecast for the remainder of the financial year, were a combination of extreme
weather conditions, the loss of pole 1 of the HVDC transmission system and the temporary loss of significant
demand at the Tiwai Point Aluminium Smelter. This combination led to:

» very high energy purchase costs in the South Island during August and September 2008 at a time of
extreme drought in the South Island. With the restriction on transfer of energy from North to South
Contact did not have enough South Island generation to cover its retail purchase requirements and was
therefore supplying its customer at a loss; and

* areversal of hydro conditions in the South Island from November 2008 together with the loss of 180 MW
of demand from the Tiwai Point Aluminium Smeiter in the lower South Island. The transmission
constraints have restricted the amount of hydro generation able to reach the market and Contact has
been forced to spill water from its hydro lakes and therefore has generated significantly less than it wouid
normally expect to in similar conditions.

The forecast performance has also been impacted by unexpected increases in gas costs due to price escalation
under the gas contracts.

Contact's guidance to the market in respect of the outlook for the remainder of this financial year is subject to the
risk factors which are set out under the heading “Risk factors” on pages 29 to 34.
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FINANCIAL INFORMATION

The financial information contained in this Prospectus relates to Contact Energy. Contact Energy is the most
significant operating entity within the Contact group. A reconciliation extracted from the audited financial
statements of Underlying Earnings After Tax, Profit for the Period, Earnings Before Net Interest Expense, Income
Tax, Depreciation, Amortisation, Financial Instruments and Other Significant ltems (‘EBITDAF"), and
Shareholders’ Equity of Contact Energy to the Contact group for the six months ended 31 December 2008 and for
the twelve months ended 30 June 2008 is summarised below:

/ﬁe f.hanéé

* For theBVlAn‘bn‘ths‘e‘néedr

~ 31 December 2008 Underfylng  in Fair Valve Net Other i

Earnings  of Financial Significant Profit for Shareholders' .

After Tax!  Instruments’  One-off Hems® the Period EBITDAF Equity .

Contaet E.nergg ) ‘ 59’,3&& {54.821} - &.523 o i93. 133 v 2.52?,655 :
Wet Impact of Subsidiartes an Group 20.391 - - 20851 ) 32,608 %27925

Equity Earnings from Asseciate after Tax (356) - - {356) (1,508) 3424

gYrrve

Contact 79,879 25058 224743

For the 12 months eliﬁed

Net Change )

{30 jJune 2008 Underlying  in Fair Value Net Other ..
l Earnings of Financial Significant Profit for Shareholders’
After Tax'  Instruments’  One-off Items? the Period EBITDAF Equity -

L %000 gD00  §000 000 §000  $000
. Cuﬂta{f, Energy ) ‘ ’2:&3,930’ {1,220) 5.625 248,316 o 530,06;\‘ 2R78.112
; Net Impact of Subsidiaties on Group {11.332) . (68} {11,400} B {11,105) 1991
Equity Earnings fron: Asseciate after Tax 150 - - 150 (1,794) 3968
, and net ol Qividends Received ; . . o L

' 232,798 5,558 237,066 567,165 2,904,071

' Contact

1 Underlying Earnings After Tax is presented to allow stakeholders to make an assessment and comparison of underlying
earnings after removing significant one-off items and the non-cash Change in Fair Value of Financial Instruments.

2 Net Change in Fair Value of Financial Instruments after tax.

3 Net Other Significant One-off items after tax.
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Risk factors

The principal factors which may, either individually or in combination, affect Contact Energy’s ability to pay interest
on and redeem the Bonds, are set out below. These include risks of a general nature and those that are specific
to Contact Energy and its business.

An applicant for Bonds should carefully consider these risks, both general and specific (together with the other
information in this Prospectus) before applying for Bonds. The summary of risks presented below is not exhaustive
and this Prospectus does not take account of the personal circumstances, financial position or investment
requirements of any one applicant in particular.

It is important that, before making any investment decisions, applicants give consideration to the suitability of an
investment in the Bonds in light of their investment needs, objectives and financial circumstances. Applicants
should read this Prospectus in its entirety and consult their share broker, accountant, or other professional adviser
before deciding whether to apply for Bonds.

The original investment may not be recovered in full, or Interest may not be paid on the Bonds.
The principal risks for Bondholders in relation to the Bonds are that:

. they may not receive timely, or any, Interest payments on the Bonds;

. they may be unable to recoup all or any of their original investment amount; and/or

. Contact Energy may be unable to repay the Bonds, in part or in full, on the Maturity Date.

This could happen for a number of reasons, including those set out below under “Material business risks relating to
Contact Energy” if:

. there is a material deterioration in the operating performance or profitability of Contact Energy and, therefore,
the financial performance of Contact Energy (including its ability to service its debt obligations);

. Contact Energy becomes insolvent, is placed in receivership, administration or liquidation, or otherwise
becomes unable to pay interest due on, or other amounts in respect of, the Bonds.

By purchasing the Bonds, the original Bondholder is deemed to have indemnified Contact Energy and each of the
Joint Lead Managers, the Co-Manager and the Trustee for any loss suffered by any of them by reason of a breach
of the selling restrictions described on page 3 and may be required to make further payments in respect of that
indemnity. Original Bondholders will not, in any other circumstances (including the insolvency of Contact Energy),
be required to pay more money than the Issue Price for the Bonds allotted to them.

Insolvency

On the insolvency of Contact Energy, Bondholders may be unable to recover from Contact Energy all or any of the
Principal Amount of the Bonds, and may not receive timely, or any, Interest payments on the Bonds.

These circumstances could arise if Contact Energy becomes insolvent for any reason, or is placed in receivership,
liquidation or statutory management.

The Bonds are unsecured, unsubordinated obligations for borrowed money. In a liquidation or statutory
management of Contact Energy, Bondholders’ rights to repayment of any amounts owing under the Bonds will
rank equally with all of Contact Energy’s other unsecured and unsubordinated debt obligations. This will include,
for example, most trade creditors and other financiers who have provided funding to Contact Energy on an
unsecured and unsubordinated basis.

29



Bondholders’ claims will rank after the claims of:

¢ persons to whom preferential payments must be made (including creditors of Contact Energy preferred by
law); and

* secured creditors (if any).

As at the date of the latest statement of financial position contained or referred to in this Prospectus (being the
interim financial statements for the 6 month period ended 31 December 2008), there were no securities of Contact
Energy that were secured by a mortgage or charge over any of the assets of Contact Energy ranking in point of
security ahead of, or equally with, the Bonds.

Market, liquidity and yield considerations

It is intended that each Tranche of the Bonds will be quoted on the NZDX Market. A secondary trading market for
the Bonds is expected to develop over time, but there can be no assurance of the liquidity of such a market.

In the absence of a liquid secondary market for each Tranche of Bonds, Bondholders may not be able to sell their
Bonds readily or at prices that will enable them to realise a yield comparable to that of similar instruments, if any,
with a developed secondary market.

Even following the development of a secondary market, and depending on market conditions and other factors,
Bondholders seeking to sell relatively small or relatively large amounts of Bonds may not be able to do so at prices
comparable to those that may be available to other Bondholders.

The price at which Bondholders are able to sell their Bonds may be affected by a deterioration, whether real or
perceived, in Contact Energy’s creditworthiness.

The secondary market for the Bonds also will be affected by a number of other factors independent of the
creditworthiness of Contact Energy. These factors may include the time remaining to the maturity of the Bonds,
the outstanding amount of the Tranche of Bonds, the amount of, and demand for, such Bonds being sold in the
secondary market from time to time, any legal restrictions limiting demand for the Bonds, the availability of
comparable securities, whether all the Bonds were issued with the same or different Interest Rates and are
therefore fungible, and the level, direction and volatility of market interest rates and market conditions generaily.
Such factors will also affect the market value of the Bonds. In particular they may mean that Bondholders are
unable to transfer their Bonds for a price equal to their Issue Price.

No applicant should purchase Bonds unless the applicant understands and is able to bear the risk that the Bonds
may not be readily saleable, that the value of the Bonds will fluctuate over time, and that such fluctuations may be
significant and could result in significant losses to the applicant. This is particularly the case for applicants whose
circumstances may not permit them to hold the Bonds until maturity.

Further debt or other securities

Subject to the Deed of Negative Pledge Contact Energy may, from time to time and without the consent of the
Bondholders, create and issue further Bonds, ordinary shares or other securities or incur additional indebtedness.
Depending on their nature these obligations may rank pari passu with, junior to, or senior to, the Bonds and may
otherwise be issued on such terms as Contact Energy may determine.

The level and pricing of Contact Energy’s debt will be relevant, if there is a material downturn in the financial
performance of Contact Energy, to its ability to service its obligations under the Bonds.

Unsecured Bonds

The Trust Deed does not create any security over the assets of Contact Energy or any of its subsidiaries, although
the Trustee does hold the benefit of the Deed of Negative Pledge (as amended by the Trust Documents) on behalf
of the Bondholders.
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Accordingly, the Bonds constitute unsecured indebtedness of Contact Energy. Neither the Bondholders nor the
Trustee have any secured or preferential claim against the assets of Contact Energy on its liquidation.

Material business risks relating to Contact Energy

Contact Energy’s financial performance and creditworthiness is dependent on a number of specific and
interrelated factors, any of which could have a material adverse effect on Contact Energy’s future results.

Economy, Credit Crisis and Recent Developments

The world economy has, since mid 2007, been experiencing an ongoing credit crisis. This credit crisis is impacting
on the New Zealand economy as well as others around the world, and the full effects are as yet unknown. It has
led to extreme volatility in global financial markets and heightened prospects of global or regional recession. The
associated economic downturn, the resulting recession in New Zealand as well as external geo-political events
and the credit crisis itself, may have direct and consequential adverse effects for Contact Energy. Possible
consequences include:

. reduced availability and increased cost of debt funding, resulting in operational or development constraints;

. increased counterparty risk, including in relation to retail and wholesale customers, suppliers of goods and
services and other contractors;

. reduced demand for electricity; and
. increased regulatory change risk as governments worldwide take action to address the crisis.

From a more general economic perspective, Contact Energy currently predominantly operates in New Zealand.
Changes in New Zealand’s economic conditions generally may impact adversely on Contact Energy’'s

performance. These include general changes in monetary and fiscal conditions affecting exchange and interest
rates, inflation and costs, commodity prices, rates of economic growth, regulation, taxation and environmental laws,
the industrial relations climate and customer demands.

Electricity generation asset performance

Contact Energy owns a variety of generation assets. Contact Energy is potentially exposed to a number of
operational risks associated with the plant including equipment failures and breakdowns, reliance on information
technology systems, contractor default, unplanned interruptions and unforeseen accidents, including accidents in
the workplace or the further discovery of any unidentified asbestos. Generation performance is also subject to the
risk of a major catastrophic event, such as a major earthquake, landslide, volcanic eruption, fire, flood, explosion
or transmission cable or pipeline rupture. The long-term profitability of Contact Energy is dependent on the
efficient operation and maintenance of these assets.

Geothermal generation is particularly dependent on continued production of steam from the geothermal reservoirs.
Performance of the reservoirs may be impacted by factors such as by catastrophic events which may alter the
physical state of the reservoir, as well as the continued success of drilling programmes targeted at maintaining and
growing geothermal output.

Contact Energy has risk management systems in place to help mitigate these risks. They include maintenance
programmes, occupational health, safety and environmental systems and contractual protection. In accordance
with Contact Energy’s insurance programme, Contact Energy maintains insurance over its assets in a manner
commensurate with the value of the assets and Contact Energy’s assessment of risks associated with those
assets.
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Resource Management Act 1991

Contact Energy’s ongoing operation of its generation assets relies on obtaining appropriate resource consents
under the Resource Management Act 1991. A failure to maintain consents for Contact Energy’s assets on
appropriate terms, or to obtain consents at all, may adversely affect Contact Energy’s financial performance.
Contact Energy also depends upon the existence of an appropriate resource management planning environment
in each area where it operates its generation assets. A change to district or regional or national planning policies
or requirements that materially affected Contact Energy’s ability to operate may adversely affect Contact Energy’'s
financial performance.

Contact Energy’s new investments also depend on obtaining consents on acceptable terms under the Resource
Management Act 1991. The risk associated with this is well recognised by Contact Energy and considerable
efforts are expended in managing these processes which are intended to ensure the best long term outcome for
Contact Energy and the local communities affected.

Spot wholesale electricity prices

New Zealand's spot wholesale market prices are to a large degree weather-dependent in the short term, with
between 60% and 70% of the country’s generation coming from hydro sources and ambient temperature being a
key driver of demand. Spot wholesale prices for electricity tend to be driven up during cold or dry weather (the
“cold” creating high demand and the “dry” causing lower available hydro supply) and, conversely, spot prices tend
to be lower during warm or wet weather (the “warm” resulting in low demand and the “wet” causing higher
available hydro supply). Wholesale market prices may also be adversely affected by several other factors such as
significant reduction in demand, the availability of fuel and other capacity in the market, and competitor behaviour,
(including the introduction of new generation into the market). This could affect both the volume of energy Contact
Energy can generate as well as the price it receives for generation.

Further volatility in earnings can be driven by the location of generation in relation to Contact Energy’s retail load.
The recent removal from service of pole 1 of the HVDC has also increased the incidence of transmission
constraints which limit the flow of energy between the North and South Islands. This has increased the probability
of price separation between the islands. Contact Energy has ongoing exposure to this price separation. In certain
situations, such as when the South Island prices are higher than in the North Island, this may have an adverse
impact on Contact Energy where its customer load can at times be greater than its generation. Contact Energy
seeks to manage this exposure through setting appropriate risk margins in its retail tariffs and by ensuring that
over the medium term, its customer acquisition strategy results in an appropriate location balance of load and
generation capacity.

The wholesale market may also be affected by the loss of other key infrastructure such as other elements of the
transmission system and key generating plant. Whether Contact Energy is adversely affected wili depend on the
specific circumstances and how it impacts Contact Energy’s portfolio.

A key driver of current and future profitability is the management of Contact Energy’s generation and retail assets
in order to optimise revenue in different hydrological and spot price conditions. The diversity of generation type -
and location assists in the management of these issues. Further, Contact Energy seeks to minimise its earnings
risk through appropriate hedging and actively reviews and manages its earnings at risk to ensure that forecasted
profit is within acceptable levels.
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Gas supply risks

Contact Energy is exposed to medium-term and long-term fuel supply risk in relation to its gas fired plant. Contact
Energy is partially contracted until the middle of the next decade and maintains good relationships with gas
suppliers to ensure it is well placed to contract for gas which is available in the market. Contact Energy has some
contractual protection against the risk that the gas reserves deplete earlier than expected; however there is some
risk that fields do not perform in accordance with expectations and that available reserves are less than currently
expected. In relation to the longer term risk of supply within the New Zealand market, Contact Energy has options
to develop imported LNG as a backstop either in conjunction with its gas storage investment, or through its joint
venture with Genesis Energy to develop options for an LNG terminal.

Contact Energy is also exposed to the risk of short term field and transmission outages. Contact Energy takes out
gas contingency business interruption insurance to mitigate the risk of financial loss arising from the interruption of
gas supply to Contact Energy from certain gas fields. The development of gas storage is intended to assist in
managing the risk of gas interruptions through providing Contact Energy with an alternative source of gas in the
event of interruption.

Development of new generation

Contact Energy has plans to invest in new generation which are a significant driver of future value. The execution
of these plans is dependent on a number of factors including ensuring that Contact Energy has access to high
quality personnel; obtains acceptable resource consents in a timely manner; and secures sufficient funding at an
acceptable cost.

Contact Energy is also exposed to the risk that the cost of new projects may be greater than expected
at the time an investment decision is made. This may be caused by a number of factors such as
unforeseen movements in foreign exchange, delays in completion of the project and changes in the
design or scope of the construction. Contact Energy seeks to manage these risks through a range of
tools such as hedging of currency risks at the time of the investment decision and entering into, where
possible, arrangements which fix the price of the project and place appropriate incentives on
contractors to minimise delay and manage other factors which could affect the cost to Contact Energy.

LPG risk

Contact runs a significant LPG business, with operational activities spanning LPG bulk storage and bottling
facilities, installation and maintenance of LPG reticulation networks and road transportation of LPG in bulk and in
bottled form.

The nature of LPG as a highly flammable hydrocarbon product means that these activities are inherently high risk
requiring active management through well defined operating procedures. The majority of the Contact procedures
are industry standard, being driven primarily from the current regulatory regimé. As driving of LPG laden vehicles
is the highest risk of all these activities, Contact, working closely with its contractors, undertakes close vetting and
monitoring of all truck drivers, their working and driving hours and requires they undertake thorough intensive
driver training on a regular basis.

Information technology

Contact Energy's retail business relies on a number of key information technology applications. Any failure in
these applications may have an adverse effect on Contact Energy's business. Contact Energy is in the process of
implementing a new enterprise wide information management system which is planned for completion over the
next three to four years. Contact Energy is working on detailed plans for managing the risk and cost of this
implementation within the business and ensuring continuity of the business through the transition.
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Electricity transmission

There has been under investment in the state owned national transmission grid for more than a decade. Coupled
with growth in electricity demand, this has meant that the grid is rapidly reaching capacity. As a consequence there
are increasing incidences of transmission constraints, leading to “price separation” in the wholesale electricity
market. Investments to alleviate transmission constraints are now underway although decisions depend on a
number of regulatory approvals and may impose new or increased costs on Contact Energy’s business.

Competitor behaviour

Contact Energy operates in the competitive wholesale and retail electricity and gas markets and Contact Energy’s
financial performance can be adversely affected by competitive pressure in these markets, resulting in customer
churn and reduced margins. In addition, many of Contact Energy’s major competitors are state owned entities,
which are not subject to the same pressures as entities which are subject to public equity markets.

Regulatory environment

Contact Energy has exposure to changes in the regulatory environment, both in respect of the provision of energy
to existing customers as well as to the introduction of new legislation to govern the way the industry operates,
produces energy or the imposition of costs which are not fully recoverable from the market such as carbon or other
fuel levies.

Over the past few years the electricity industry has been the subject of a number of reviews. These have not
resulted in fundamental changes to the industry structure although in 2003 the Electricity Commission was
established to oversee the industry and make recommendations to Government on possible areas for regulation.

Currently there are two main reviews underway:

* the Commerce Commission commenced a review of the retail and wholesale markets in 2005. The
Commission has not yet released a report as a consequence of this review;

e the Electricity Commission has commissioned a review of the performance of the market during the 2008
winter. A report has been released for consultation which includes a number of recommendations. If
implemented these are not currently expected to have a material impact on Contact Energy’s business.

Other risks associated with an investment in Contact Energy

The above list of risk factors should not to be taken as exhaustive of the risks faced by Contact Energy. The
above risks, and others not specifically referred to above, may in the future materially affect the financial
performance of Contact Energy.
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Summary of the Trust Documents

The Bonds will be issued pursuant to the Master Trust Deed and Supplemental Trust Deed. The Supplemental
Trust Deed and the Master Trust Deed contain the Conditions of the Bonds. The Trust Documents are available
for inspection at the places indicated in the section “Places of Inspection of Documents” on page 55 of this
Prospectus.

Introduction

The following is a summary of the principal provisions of the Master Trust Deed and the Supplemental Trust Deed.
Applicants requiring further information should refer to the Master Trust Deed and the Supplemental Trust Deed
for the Bonds. Bondholders are bound by, and are deemed to have notice of, the provisions of the Trust
Documents relating to the Bonds.

The Trustee and the Bondholders

The Trustee is appointed under the Master Trust Deed to act as trustee for the Bondholders and the holders of any
further Series of bonds issued under the Master Trust Deed and any relevant Supplemental Trust Deed.

The Trustee does not guarantee the payment of Interest or the Principal Amount of the Bonds.
Issue and form of the Bonds
The Master Trust Deed does not create any security over the assets of Contact Energy or any of its subsidiaries.

The Master Trust Deed provides that Contact Energy may issue bonds (inciuding Bonds) at such times, in such
amounts, to such persons, on such terms and conditions and at the prices determined by Contact Energy. Without
limiting the above, the Master Trust Deed provides that Contact Energy can issue bonds (including Bonds) with a
fixed principal amount or a principal amount that is to be calculated by reference to an index, and, where bonds
(including Bonds) are interest-bearing, that interest will be calculated by reference to a specific interest rate (which
may be fixed or a margin over a base rate) or by reference to an index or both. In addition, the Master Trust Deed
provides that bonds may be subordinated or unsubordinated as specified in the relevant supplemental trust deed.

Covenants

The Master Trust Deed contains a number of covenants by Contact Energy, including that for so long as any
Bonds are outstanding:

. it will comply with and perform all material obligations under the Agency Agreement and use all reasonable
endeavours to ensure that the Registrar also does so;

. it will ensure that a Register is maintained in respect of the Series and give notice to the Bondholders of
any resignation or removal of the Registrar and the appointment of any replacement Registrar promptly
following such event;

. it will use all reasonable endeavours to cause the Registrar for the Series to keep the Register for that
Series pursuant to the Agency Agreement;

. it will obtain, effect and promptly renew from time to time all material authorisations required under any
applicable law to enable it to perform and comply fully with the Conditions for that Series or required on its
part for the validity or enforceability of the Master Trust Deed and the Supplemental Trust Deed for the
Series;

. it will promptly notify the Trustee of the occurrence of any Event of Default;
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. it will send copies to the Trustee of all notices given by it to Bondholders of the Series generally;
. it will maintain its corporate existence; and

. it will comply with provisions of the Financial Reporting Act 1993, the Securities Act 1978 and the Securities
Regulations 1983 applicable to the Bonds.

Duties and powers of the Trustee

The principal duties of the Trustee under the Master Trust Deed in relation to the Bondholders are summarised as
follows:

. upon the occurrence of any Event of Default specified in the Master Trust Deed which is continuing
unremedied, the Trustee may in its discretion, and immediately upon being directed to do so by an
Extraordinary Resolution passed by the Bondholders must, declare the Bond Moneys to be immediately
due and payable by notice in writing to Contact Energy, exercise the powers of enforcement available to it
and apply all moneys received in accordance with the provisions of the Master Trust Deed;

. to receive regular financial and other reports provided to it by Contact Energy;

. to perform a number of functions relating to the ongoing administration of the Trust Documents, including in
relation to the meetings of Bondholders, and the exercise of discretions or the giving or withholding of
consents (as appropriate) relating to such administration and other matters out of the ordinary, such as
making an application to the High Court of New Zealand under the Securities Act 1978, the substitution of
an obligor in place of Contact Energy in relation to the Bonds and agreeing to modifications of the Trust
Documents, all upon the terms set out in the Trust Documents; and

. on being satisfied that all Bond Moneys have been paid or provided upon the terms of the Trust
Documents, to execute a deed of release of the Trust Documents.

In addition, the Trustee has a statutory duty pursuant to the Securities Act 1978 and the Securities Regulations
1983 to exercise reasonable diligence to:

. ascertain whether or not there has been any breach of the terms of the Trust Documents or of the terms of
any offer of the Bonds and to do all it is empowered to do to cause any such breach of those terms to be
remedied (except where the Trustee is satisfied that the breach will not materially prejudice the interests of
the Bondholders); and

. ascertain whether or not the assets of Contact Energy that are or may be available, are sufficient or likely to
be sufficient to discharge the amounts of the Bonds as they become due.

The Trustee receives the benefit of a general indemnity from Contact Energy for any expenses, losses or liabilities
it reasonably sustains or incurs while acting as Trustee unless the claim arises out of wilful default, gross
negligence or wilful breach of trust. The Trustee is not indemnified against liability for wilful default, gross
negligence or wilful breach of trust where the Trustee has failed to show the degree of care and diligence required
of it having regard to the powers, authorities and discretions conferred on it under the Trust Documents and the
provisions of the Master Trust Deed.

The Trustee has absolute discretion as to the exercise or non-exercise of its powers in relation to the Bonds.
Under the Trust Documents, the Trustee may, amongst other things, in relation to the Bonds:

. refrain from exercising any power until directed by an Extraordinary Resolution of Bondholders or the
affected class of Bondholders;
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. decline to act or exercise any power, take any action or comply with any request or direction (including
direction by an Extraordinary Resolution of Bondholders) unless it has first been indemnified to its
satisfaction against all reasonable expenses, losses and liabilities it may sustain or incur by so doing;

. represent and act on behalf of Bondholders in any matter concerning them generally;

. invest any moneys held in its capacity as Trustee, in the name of the Trustee or its nominee, in any
investment, with power to vary, deal with or dispose of such investment, and all income (less any
commissions properly payable to the Trustee) arising from all such investments will belong to the person in
respect of whom such moneys are held by the Trustee;

. in the performance of its duties, act on, or decline to act on, certificates signed by or on behalf of Contact
Energy, and the advice or opinion of professional advisers; or

. require Contact Energy to report to Bondholders on certain matters, convene meetings of Bondholders or
otherwise seek directions from the Bondholders or a court of New Zealand.

Reporting

Contact Energy covenants to supply to the Trustee various reports, certificates, annual and half-yearly financial
statements and other information as to the financial condition of Contact Energy and its subsidiaries and as to
compliance with the Trust Documents.

This includes a requirement that two Directors of Contact Energy, on behalf of the Board of Contact Energy,
provide a report to the Trustee, following the end of each financial year and each financial half-year, as to various
matters relating to Contact Energy and the Bonds, including details of any matter that has arisen relating to
Contact Energy which would materially and adversely affect the ability of Contact Energy to perform its obligations
under the Master Trust Deed and the Bonds, compliance by Contact Energy with the provisions of the Trust
Documents, details of all Bonds that have been repaid on maturity in the immediately preceding financial year or
half-year and due maintenance of the Register for the Bonds.

Events of Default

Upon the occurrence of any of the Events of Default, the Trustee may in its discretion, and immediately upon being
directed to do so by an Extraordinary Resolution of Bondholders must declare the Bond Moneys to be immediately
due and payable by notice in writing to Contact Energy. However, none of the events listed in the definition of
Event of Default in the Trust Documents will constitute an Event of Default, and the Bond Moneys will not become
immediately due and payable, unless the Event of Default is continuing unremedied.

The Events of Default are defined in the Trust Documents and listed in the Deed of Negative Pledge. In summary,
the Events of Default include the following events:

. a failure to make any payment of the Principal Amount within two Business Days of the due date;
. a failure to make any payment of Interest on the Bonds within three Business Days of the due date;
. any breach by Contact Energy of any other obligation or undertaking under the Trust Documents or the

Deed of Negative Pledge that, if capable of remedy, is not remedied within 30 days of Contact Energy
receiving written notice from a Financier requiring that breach to be remedied;

. if Contact Energy breaches the Financial Covenant set out in the Deed of Negative Pledge and Contact
Energy has received written notice from a Financier of the breach and it has not been remedied within 60
days of receipt;

. if Contact Energy becomes insolvent, is placed into liquidation or any analogous procedure occurs in
respect of it; and
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. if any indebtedness in excess of $10,000,000 is not paid when due or within any applicable grace period by
Contact Energy.

No enforcement by Bondholders

Bondholders have no direct enforcement rights and they may not bring proceedings directly against Contact
Energy for the enforcement of any of their rights or remedies under the Trust Documents, unless the Trustee has
failed to enforce such rights or remedies after having become bound to do so under the provisions of the Trust
Documents.

Default interest

If any amount payable in respect of a Bond is not paid on its due date, interest will accrue on the unpaid amount at
the rate determined by the Calculation Agent to be the aggregate of 2% and the relevant fixed rate, as the case
may be, payable on the Bond compounded monthly until the unpaid amount is paid.

Further Issuers

Contact Energy shall be entitied to nominate any wholly-owned subsidiary of Contact Energy to be the issuer of
the Bonds of this Series on the terms set out in the Supplemental Trust Deed, provided the new issuer enters into
the relevant Supplemental Trust Deed and agrees to become bound by the terms of that Deed on terms
satisfactory to the Trustee.

Substituted Obligor

The Trustee may, without the consent of the Bondholders, agree to any Substituted Obligor taking the place of
Contact Energy under the Trust Documents in substitution for Contact Energy or a previous Substituted Obligor.
Such substitution may only occur if a number of requirements are met, as set out in the Master Trust Deed. Those
requirements include that:

(a) the consent of the Trustee has been obtained;
(b) the obligations of the Substituted Obligor under the Bonds are guaranteed by Contact Energy.
(c) the Substituted Obligor becomes bound by all the Conditions of the Trust Documents for the Series;

(d) such amendments are made to the other documents in respect of the Offer as the Trustee may reasonably
deem appropriate;

(e) two directors of the Substituted Obligor, on behalf of the board of the Substituted Obligor, certify that the
Substituted Obligor will be solvent immediately after such substitution;

il any public rating assigned to the Bonds is maintained or increased;

9) Contact Energy and the Substituted Obligor comply with such reasonable requirements as the Trustee may
direct which the Trustee reasonably considers are in the interests of the Bondholders, which may include a
requirement that Contact Energy remains bound by all or certain provisions of the Master Trust Deed in
respect of the Bonds;

(h) prior to the substitution being effected, the Substituted Obligor warrants and represents to the Bondholders
that

(i) it has obtained all necessary authorisations;

(iiy that the authorisations for the performance of its obligations under the Trust Documents are in
full force and effect;
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(iii) the obligations assumed by it are its legal, valid and binding obligations enforceable against it in
accordance with their terms; and

(i) legal opinions have been delivered to the Trustee confirming that following such substitution:

(i) the Trust Documents and the Bonds will constitute legal, valid and binding obligations on the
Substituted Obligor;

(i) the Substituted Obligor is validly incorporated in its jurisdiction of incorporation;
(iii) all necessary authorisations are in full force and effect; and

(iv) amounts payable to any Bondholder will not be reduced by the existence of any applicable taxes
except for such taxes in respect of which the Substituted Obligor has agreed to make
compensating payments to the Bondholders.

Meetings

The Master Trust Deed contains provisions for meetings of Bondholders and the matters that may be determined
by ordinary or Extraordinary Resolutions.

Contact Energy must call a meeting of Bondholders, or a class of Bondholders, at the request in writing of the
Bondholders of at least 10% of the aggregate Principal Amount of the Bonds, or that class of Bonds (as the case
may be). The Trustee may convene a meeting of Bondholders at any time.

An Extraordinary Resolution passed at a meeting of Bondholders or a class of Bondholders properly convened
and held is binding on all Bondholders, or all Bondholders of that class (as the case may be), whether or not they
were present at such meeting. However:

. a resolution which affects a particular Bondholder only, rather than the rights of all Bondholders generally,
or of a particular class of Bondholders generally, will not be binding on such Bondholder unless such
Bondholder agrees to be bound by the terms of such resolution;

. a resolution which affects one class only of Bonds is deemed to have been duly passed if passed at a
properly convened and held meeting of the Bondholders of that class;

. a resolution which affects more than one class of Bonds, but does not give rise to a conflict of interest
between the Bondholders of any of the classes so affected, is deemed to have been duly passed if passed
at a single properly convened and held meeting of the Bondholders of all classes so affected; and

. a resolution which affects more than one class of Bonds and gives rise to a conflict of interest between the
Bondholders of any of the classes so affected is deemed to have been duly passed if passed at separate
properly convened and held meetings of the Bondholders of each class so affected.

After the occurrence of an Event of Default and while it continues unremedied, Bondholders of a Series may by an
Extraordinary Resolution direct the Trustee to declare the Principal Amount of Bonds of that Series, together with
accrued interest thereon, to be immediately due and payable by notice in writing to Contact Energy.

Bondholders have the power exercisable by Extraordinary Resolution to agree, approve, authorise, ratify and
sanction various acts, matters or things in relation to, or in connection with, the Trust Documents, the Bonds and
the exercise or performance by the Trustee of its powers, duties and discretions. For example, the Bondholders
may, by an Extraordinary Resolution:

. sanction the release of Contact Energy from payment of all or any part of the Bond Moneys;
. postpone or, with the agreement of Contact Energy, accelerate the Maturity Date of the Bonds and

suspend or postpone for a time the payment of Interest on the Bonds;
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. sanction any exchange of Bonds for other obligations or securities of Contact Energy or any other
company;

. sanction any alteration, release, modification, waiver, variation or compromise or any other arrangement
relating to the rights of the Bondholders against Contact Energy or its assets;

. assent to any amendment to the terms of the Trust Documents;

. sanction, assent to, release or waive any breach or default by Contact Energy or the Trustee under any of
the provisions of the Trust Documents;

. sanction any scheme for the reconstruction of Contact Energy or for the amalgamation of Contact Energy
with any other corporation where such sanction is necessary;

. subject to section 62 of the Securities Act 1978, discharge, release or exonerate the Trustee from all
liability in respect of any act or omission for which the Trustee has or may become responsible under the
Trust Documents; and

. subject to the provisions of the Trust Documents, remove the Trustee and approve the appointment of, or
appoint, a new Trustee.

An Extraordinary Resolution is a resolution passed at a meeting of Bondholders (or of a class of Bondholders)
properly convened at which at least three-fourths of the persons voting or, if a poll is properly demanded then not
less than three-fourths of the votes given on such a poll, voted in favour of the resolution. A quorum for the
purpose of passing an Extraordinary Resolution is two or more Bondholders (present in person or by
representative) holding or representing a majority in Principal Amount of the Bonds or, in the case of a meeting of
any class of Bondholders, of the Bonds of the relevant class. If a quorum is not present and the meeting is
adjourned, a quorum at the adjourned meeting is all Bondholders present (in person or by representative).
Anything that may be done by Bondholders (or a class of Bondholders) by an ordinary resolution or an
Extraordinary Resolution passed at a meeting of Bondholders (or that class of Bondholders) may be done by a
resolution in writing signed by not less than 75% of Bondholders (or that class of Bondholders) having the right to
vote on that resolution and holding in aggregate the right to cast not less than 75% of the votes which could be
cast on that resolution.

Amendment of Trust Documents

The terms and conditions of the Master Trust Deed may be altered with the approval of Bondholders (or a class of
Bondholders, if applicable) by an Extraordinary Resolution at a meeting of Bondholders (whether convened by
Contact Energy or Bondholders) and, in limited circumstances, with the approval only of the Trustee and Contact
Energy. A description of the requirements for an Extraordinary Resolution is set out in the preceding paragraph of
this Prospectus.

The following amendments do not require Bondholder approval:

. amendments of a minor, formal, administrative or technical nature;
. amendments that are to correct a manifest error;
. amendments that are to comply with the requirements or a modification of the requirements of any

applicable law or any rules of any stock exchange in New Zealand or elsewhere;

. amendments that are necessary for the purpose of obtaining or maintaining a quotation of the Bonds on
any stock exchange in New Zealand or elsewhere; and

. amendments in respect of any of the provisions of the Trust Documents relating to reporting to the Trustee,
the Trustee’s fees, expenses and indemnities or the exercise of the Trustee’s powers.
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The above circumstances are also subject to the general requirement that Contact Energy and the Trustee must
each be of the opinion that the amendment will not be materially prejudicial to the interests of Bondholders
generally.

The Trustee may agree to amend or temporarily vary the Trust Documents or the Bonds to reflect an exemption
granted to Contact Energy, or an exemption that is applicable to Contact Energy, in relation to any obligation
imposed upon Contact Energy by or pursuant to the Securities Act 1978, the Financial Reporting Act 1993, the
Securities Regulations 1983 or the listing rules of any stock exchange which is materially the same as or
analogous to any obligation of Contact Energy under the Master Trust Deed or the Bonds, provided two authorised
officers of Contact Energy certify that such amendment, temporary variation or waiver will not have a material
adverse effect on Contact Energy or be materially and adversely prejudicial to the general interests of
Bondholders.

In addition, the Trustee may temporarily vary the provisions of the Trust Documents, or waive any breach or
anticipated breach by Contact Energy, for such period and on such terms as:

. may be deemed appropriate provided that the Trustee is satisfied that the interests of the affected
Bondholders generally will not be materially and adversely prejudiced; or

. may be agreed by the Trustee to reflect an exemption of the nature referred to above as an amendment
that can be made without Bondholder approval.

Any amendment to the Trust Documents will be binding on all Bondholders and will only be effective if it is in
writing and signed by Contact Energy and the Trustee.

Suppiemental Trust Deed

The Supplemental Trust Deed contains provisions specific to the Bonds to be issued under this Prospectus,
although Contact Energy may elect to issue further Series of bonds on the same terms.

It contains, as a schedule, the terms and conditions of the Bonds as set out on pages 8 to 13 of this Prospectus. It
also specifies that none of Contact Energy’s subsidiaries from time to time guarantee Contact Energy’s obligations
under the Bonds.

Deed of Negative Pledge

Except for finance leases, Contact Energy’s borrowings are unsecured. Contact Energy borrows under the Deed
of Negative Pledge, which does not permit Contact Energy to grant any security interest over its assets, unless it is
an exception permitted within the Deed of Negative Pledge.

While not a Trust Document, the Deed of Negative Pledge sets out the representations and warranties, covenants
and Events of Default that apply (as amended by the Trust Documents) to the Bonds. The relevant provisions of
the Deed of Negative Pledge, as applicable to the Bonds, are set out in Appendix B.

Pursuant to the Deed of Negative Pledge, the Issuer covenants in favour of the Trustee on behalf of Bondholders
that, amongst other things, the ratio of consolidated unsubordinated group debt to consolidated unsubordinated
group debt plus consolidated shareholders’ funds (all as described in the Deed of Negative Pledge) shall not
exceed 60%. The Trustee will not have the benefit of, or be subject to, any future amendments to the Deed of
Negative Pledge uniess expressly agreed between Contact Energy and the Trustee. This could result in other
lenders to Contact Energy having the benefit of more favourable provisions under the Deed of Negative Pledge.
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Miscellaneous

The Trust Documents also contain detailed provisions relating to procedures for holding meetings of Bondholders,
transfer and registration of Bonds and various other matters.

Because the Bonds are to be registered (rather than bearer) bonds, the Trustee and Contact Energy are entitled to
rely on the Register as the sole and conclusive record of the Bonds held by a Bondholder, notwithstanding any
discrepancy between the Register and any certificate issued in respect of any Bonds. A certificate will not
constitute a document of title and transfers must be effected using a registrable transfer form or by means of the
FASTER system operated by NZX. A transfer will not take effect until the transferee is registered as the holder of
the Bond.

Neither the Trustee nor Contact Energy is liable to the other or to any Bondholder for relying on the Register or for
accepting in good faith as valid the details recorded on the Register if they are subsequently found to be forged,
irregular or not authentic.
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THE NEW ZEALAND GUARDIAN TRUST COMPANY LIMITED

23 February 2009

To: The Directors
Contact Energy Limited
Level 1

Harbour City Tower
29 Brandon Street
Wellington

Clause 13(3) of the Second Schedule to the Securities Regulations 1983 requires us to confirm that the
offer by Contact Energy Limited ("Contact Energy") of the bonds (the “Bonds”) set out in the prospectus
dated 23 February 2009 (the “Prospectus”) complies with any relevant provisions of the:

(a) Master Trust Deed between Contact Energy and The New Zealand Guardian Trust Company
Limited (the “Trustee”) dated 23 February 2009;

(b) Supplemental Trust Deed Series 1 between Contact Energy and the Trustee dated 23 February
2009;

(together the “Trust Documents”).

The relevant provisions of the Trust Documents are those which:

(a) entitle Contact Energy to constitute and issue under the Trust Documents the Bonds offered
under the Prospectus; and

(b) impose any restrictions on the right of Contact Energy to offer the Bonds,

and are described in the "Summary of the Trust Documents” section of the Prospectus.

The Auditors have reported on certain of the financial information set out in the Prospectus and the
Trustee’s statement does not refer to that information, or to any material contained in the Prospectus
which does not relate to the Trust Documents.

The Trustee confirms that the offer of the Bonds set out in the Prospectus complies with any relevant
provisions of the Trust Documents. We have given the above confirmation on the basis:

(a) set out above; and
(b) that the Trustee relies on the information supplied to it by Contact Energy pursuant to the Trust
Documents, and does not carry out an independent check of the statements or the figures

supplied to it in that information.

The Trustee does not guarantee the repayment of the Bonds offered, the payment of interest thereon or
any other aspect of the Bonds or obligations of Contact Energy.

Signed for and on behalf of the Trustee
The New Zealand Guardian Trust Company Limited
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10 Customhouse Quay PO Box 996 Telephone +64 (4) 816 4500
Wellington 6011 Wellington 6140 Fax +64 (4) 816 4600
New Zealand New Zealand Internet www.kpmg.co.nz

The Directors

Contact Energy Limited
29 Brandon Street
Wellington

23 February 2009

Dear Directors

Auditors’ Report for inclusion in prospectus

As auditor of Contact Energy Limited (the “Company”) we have prepared this report pursuant to
clause 36 of the Second Schedule of the Securities Regulations 1983 for inclusion in the
Prospectus dated 23 February 2009 and for no other purpose.

Audited financial statements of Contact Energy Limited

We have audited the financial statements of the Company, set out at pages 62 to 105 of the
Prospectus. The financial statements provide information about the past financial performance
and cash flows of the Company for the six months ended 31 December 2008 and the year ended
30 June 2008 and its financial position as at 31 December 2008 and 30 June 2008. This
information is stated in accordance with the accounting policies set out on pages 69 to 77 of the
Prospectus.

We report on the historical summary of financial statements of the Company set out on pages 49
and 50 of the Prospectus. The summary of financial statements has been taken from the audited
financial statements for the financial periods ended 30 September 2004, 30 June 2005, 30 June
2006, 30 June 2007, 30 June 2008 and 31 December 2008.

We report on the information provided in respect of the ranking of securities of the Company as
at 31 December 2008, set out on page 55 of the Prospectus. The amounts in respect of the ranking
of securities have been taken from the audited financial statements of the Company for the six
months ended 31 December 2008.
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Directors’ responsibilities
The Directors of the Company are responsible for the preparation and presentation of:

® the financial statements which give a true and fair view of the financial position of the
Company as at 30 June 2008 and its financial performance and cash flows for the year ended
on that date, as required by clauses 16 to 32 of the Second Schedule of the Securities
Regulations 1983;

®  the interim financial statements which give a true and fair view of the financial position of the
Company as at 31 December 2008 and its financial performance and cash flows for the six
months ended on that date;

® the historical summary of financial statements of the Company for the financial periods ended
30 September 2004, 30 June 2005, 30 June 2006, 30 June 2007, 30 June 2008, 31 December
2008, as required by clauses 7(2) and 7(3) of the Second Schedule of the Securities
Regulations 1983; and

® the details and amounts in respect of the ranking of securities of the Company as at 31
December 2008, as required by clause 12 of the Second Schedule of the Securities
Regulations 1983.

Auditors’ responsibilities

It is our responsibility to express an independent opinion on the financial statements as at 31
December 2008 and 30 June 2008 prepared by the Directors and report our opinion in accordance
with clause 36(1) of the Second Schedule of the Securities Regulations 1983.

In addition we are responsible for reporting in accordance with clause 36(1)(g) of the Second
Schedule of the Securities Regulations 1983, on the following matters which have been prepared
and presented by the Directors:

®  the amounts included in the historical summary of financial statements for the financial
periods ended 30 September 2004, 30 June 2005, 30 June 2006, 30 June 2007, 30 June 2008,
31 December 2008;

®  the amounts included in the ranking of securities as at 31 December 2008,

This report has been prepared for inclusion in the Prospectus dated 23 February 2009 for the
purpose of meeting the requirements of clause 36 of the Second Schedule to the Securities
Regulations 1983. We disclaim any assumption of responsibility for reliance on this report or the
amounts included in the financial statements or the historical summary of financial statements. In
addition, we take no responsibility for, nor do we report on, any part of the Prospectus not
specifically mentioned in this report.

Our firm has also provided other assurance services to the Company. Partners and employees of
our firm also deal with the Company on normal terms within the ordinary course of trading
activities of the business of the Company. These matters have not impaired our independence as
auditors of the Company. The firm has no other relationship with or interest in the Company.
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Basis of opinion on the financial statements

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in
the financial statements. It also includes assessing:

m the significant estimates and judgments made by the Directors in the preparation of the
financial statements; and

®m  whether the accounting policies are appropriate to the Company’s circumstances, consistently
applied and adequately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and
performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to obtain reasonable assurance that the
financial statements are free from material misstatements, whether caused by fraud or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in
the financial statements.

Basis of opinion on the historical summary of financial statements

We have undertaken procedures to obtain reasonable assurance that the amounts set out in the
historical summary of financial statements on pages 49 to 50 pursuant to clauses 7(2) and 7(3) of
the Second Schedule of the Securities Regulations 1983 have been correctly taken from the
audited financial statements of the Company for the periods ended 30 September 2004, 30 June
2005, 30 June 2006, 30 June 2007, 30 June 2008 and 31 December 2008.

Basis of opinion on the ranking of securities

We have undertaken procedures to obtain reasonable assurance that the amounts set out in the
ranking of securities on page 55 pursuant to clause 12 of the Second Schedule of the Securities
Regulations 1983 have been correctly taken from the audited financial statements of the
Company as at 31 December 2008.

Ungqualified opinion on the financial statements

We obtained all the information and explanations we required.

In our opinion:

B proper accounting records were kept by the Company as far as appears from our examination
of those records; and

m the financial statements for the year ended 30 June 2008 as required by clauses 16 to 32 of the
Second Schedule of the Securities Regulations 1983 and set out on pages 62 to 105:

- comply with these regulations; and
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- subject to these regulations, comply with generally accepted accounting practice in New
Zealand; and

- give a true and fair view of the financial position of the Company as at 30 June 2008 and
the results of its operations and cash flows for the year ended 30 June 2008.

Our audit on the financial statements for the year ended 30 June 2008 was completed on 25
August 2008 and our unqualified opinion is expressed as at that date. We have not
undertaken any procedures in respect of the year ended 30 June 2008 from the date of
completion of our audit.

m the interim financial statements for the six months ended 31 December 2008 as set out on
pages 62 to 105,

- comply with the regulations; and

- subject to the regulations, comply with generally accepted accounting practice in New
Zealand; and

- give a true and fair view of the financial position of the Company as at 31 December 2008
and the results of its operations and cash flows for the six months ended 31 December
2008.

Our audit on the financial statements for the six months ended 31 December 2008 was
completed on 23 February 2009 and our unqualified opinion is expressed as at that date.

m the amounts set out in the historical summary of financial statements on pages 49 and 50 of
this prospectus, as required by clauses 7(2) and 7(3) of the Second Schedule of the Securities
Regulations 1983, have been correctly taken from the audited financial statements of the
Company for the financial periods ended 30 September 2004, 30 June 2005, 30 June 2006, 30
June 2007, 30 June 2008 and 31 December 2008.

® the amounts set out in the ranking of securities on page 55 pursuant to clause 12 of the

Second Schedule of the Securities Regulations 1983 have been correctly taken from the
audited financial statements of the Company as at 31 December 2008.

Except as noted above, we completed our work for the purposes of this report on 23 February
2009 and our unqualified opinions are expressed at this date.

Yours sincerely

KME

Wellington
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Summary of Financial Statements

Contact Energy Limited"

NZ IFRS? : FRS?
12 Months 12 Months Mor 9 Months
Ended Ended Ended
30 June ¢ 30 June 30 June
2008 2006 2005°
$°000 $°000 ; $°'000
Total Operating . 2,419,499 2,168,165 934,845
Revenue
EBITDAF* 580,063 580,306 204,427
Depreciation and : (141,400) : (132,316)
Amortisation
Change in Fair (1,926) 9,016
‘Value of
Financial
Instruments®
Other Significant (12,428)° | 32,8947
ltems . : ‘
Earnings Before . 424,309 . 489,900 106,054
Net Interest ' : .
Expense and
Income Tax
(EBIT)
Interest Income : 5,057
Interest Expense 1,617
Capitalised '
Interest Expense (76,525) (82,036) (61,831)
Profit Before : 423,825
Income Tax :
Income Tax ' . (106,142) 3 (127,587)
Benefit / ’
(Expense)
Profit for the 296,238 41,050
Period
Dividends® (161,458) (115,326) (92,262)
Surplus/(Deficit) 86,858 | 180,912 1 (51,212)
Retained :
Total Assets 5,169,385 4,554,673 4,313,118
Total Tangible 5,013,467 | 4,428,144 4,196,313
Assets
Total Liabilities . 1,293,400
Shareholders’ 2,878,112 3,019,718
Equity 1 .
Total Dividend
Per Share
(Cents)®
Underlying ) ; 257,303
Earnings After
Tax®
Underlying

Earnings Per
Share (Cents)




10.

The financial information has been extracted from audited financial statements.

Contact Energy has made presentational changes since transition to New Zealand Equivalents to International Financial
Reporting Standards (NZ IFRS) (See note 2). The comparative periods accounted for under NZ IFRS have been restated to
reflect these changes. No changes have been made which affect Profit for the Period or Shareholders’ Equity.

Individual derivative financial assets and liabilities are offset where there is a legally enforceable right to set off the
recognised amounts and there is the intention to settle simultaneously. The reclassification increased total assets and total
liabilities by $17.5 million as at 30 June 2008 (June 2007: $1.5 million, June 2006: $6.2 million, June 2005: Not applicable —
see note 5). In addition, advances to/from subsidiaries have been reclassified increasing total assets and total liabilities by
$Nil as at 30 June 2008 (June 2007: $6.5 million, June 2006: $0.1 million, June 2005: $24.7 million).

The financial information for the six months ended 31 December 2008 and 12 months ended 30 June 2008, 2007 and 2006
has been prepared under the requirements of New Zealand Equivalents to International Financial Reporting Standards.
The financial information for the nine months ended 30 June 2005 has been restated under NZ IFRS. The key differences
in this restatement are as follows:

»  Recognition of a deferred tax liability of $664,616,000 which primarily reflects the recognition of deferred tax liabilities
on revalued generation plant and equipment under NZ IFRS. A portion of the deferred tax relating to the revaluation
may not crystallise under existing income tax legislation if the assets were to be sold at balance sheet date.

«  Revenue has increased by $243,748,000 which primarily reflects the reclassification of Retail Electricity Purchases as
an Operating Expense.

The financial information for the nine months ended 30 June 2005 and 12 months ended 30 September 2004 has been
prepared under previous New Zealand Financial Reporting Standards (FRS).

During 2005, Contact Energy changed its balance date from 30 September to 30 June and consequently the results for
2005 are for a nine month period.

EBITDAF — Earnings Before Net Interest Expense, Income Tax, Depreciation, Amortisation, Financial Instruments and
Other Significant Items and represents underlying net cash generated from the generation and retail businesses.

Derivative financial instruments were not recognised under FRS, and were not recognised in the restated 30 June 2005
information as Contact Energy took advantage of the exemption available in NZ IFRS 1 First-time Adoption of New Zealand
Equivalents to International Financial Reporting Standards not to restate comparatives for NZ IAS 32 Financial Instruments:
Presentation and NZ IAS 39 Financial Instruments: Recognition and Measurement.

Other Significant Items for 30 June 2008 consists of the removal of New Plymouth asbestos and related costs of
$33,747,000 and a gain on the sale of Mokai geothermal land and rights of $21,319,000.

Other Significant Items for 30 June 2006 consists of the gain on disposal of subsidiaries of $32,894,000 in Australia.

Dividends are paid to the holders of unrestricted ordinary shares. Holders of restricted ordinary shares are subject to the
terms of the Restricted Share Plan and are not entitled to receive dividends.

Underlying Earnings After Tax is presented in the financial statements of Contact Energy Limited. Underlying Earnings After
Tax is included to allow stakeholders to make an assessment and comparison of underlying earnings after removing
significant one-off items and the non-cash Change in Fair Value of Financial Instruments.

Contact Energy commenced capitalising interest from 1 July 2007 principally in respect of expenditure categorised as
development capital work in progress.
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Statutory information

The following additional information is included in accordance with the requirements of the Second Schedule to the
Securities Regulations 1983.

1. MAIN TERMS OF OFFER

The name of the issuer of the Bonds is Contact Energy Limited. Its registered office is located at Level 1, Harbour
City Tower, 29 Brandon Street, Wellington.

A brief description of the Bonds is provided on pages 6 and 7 and pages 8 to 13 of this Prospectus.

As at the date of this Prospectus, Bonds of an aggregate Principal Amount of up to $300 million, with the ability to
accept unlimited over-subscriptions are being offered by Contact Energy.

Contact Energy is offering Bonds in different Tranches. Details of the particular terms that apply to each Tranche
of Bonds offered are set out in the applicable Rate Card.

The Issue Price of each Bond will be $1.00.
The applicable Interest Rate and Maturity Date for the Bonds will be set out in the relevant Rate Card.
2. DETAILS OF INCORPORATION OF CONTACT ENERGY

Contact Energy was incorporated on 8 November 1995 under the Companies Act 1993. Contact Energy’s
registration number is 660760.

The public register relating to the incorporation of Contact Energy is kept at the Companies Office, Ministry of
Economic Development, and it is available for public inspection on the Companies Office electronic register at
www.companies.govt.nz. Where relevant documents are not available on the website, they may be requested by
contacting the Companies Office Contact Centre on 0508 266 726. A fee may be payable to the Companies Office
for any documents obtained from the Companies Office.

3. GUARANTORS

There are no guaranteeing subsidiaries in respect of the Bonds and the Bonds are not guaranteed by the Trustee
or any other person. Contact Energy itself comprises “the borrowing group” for the purposes of the Securities
Regulations 1983.

4. DIRECTORATE AND ADVISERS

The Directors of Contact Energy are:

Bruce Gerard Beeren
Sydney, Australia

Bruce Beeren joined the Contact Energy Board in October 2004. With over 30 years’ experience in the
energy industry, he was establishment Chief Executive Officer of Victorian Energy Networks Corporation,
the Victorian gas system operator, and held a number of senior management positions at AGL, including
Chief Financial Officer and General Manager, AGL Pipelines, and Origin Energy Limited. He is a director of
Origin Energy Limited, Coal & Allied Industries Limited and Equipsuper Pty Limited. He is a former director
of NGC Holdings Limited, Envestra Limited and Veda Advantage Limited (formerly called Baycorp
Advantage Limited). He holds science and commerce degrees and a Master of Business Administration, and
is a fellow of CPA Australia and the Australian Institute of Company Directors.
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Grant Alfred King (Chairman)
Sydney, Australia

Grant King joined the Contact Energy Board in October 2004. He has been Managing Director of Origin
Energy since its demerger from Boral Energy in February 2000 and was Managing Director of Boral Energy
from 1994. Prior to joining Boral, he was General Manager AGL Gas Companies. Grant King is a Councillor
of the Australian Petroleum Production and Exploration Association, a former Director of Envestra Limited
and former Chairman of the Energy Supply Association of Australia Limited. He has a Civil Engineering
Degree and a Master of Management.

John Herbert Glanville Milne (Independent Director)
Wellington, New Zealand

John Milne has been a director of Contact Energy since Contact Energy’s establishment in 1995. He is an
independent member of the Wellington City Council Audit and Risk Management Subcommittee and
Chairman of The He Huarahi Tamariki Charitable Trust. He has held a number of directorships in New
Zealand, including in the oil, gas, forestry and wine industries, and senior management positions in the Shell
Group in New Zealand and with Shell International in London and in the Far East. A Chartered Accountant
and an Accredited Director and Fellow of the Institute of Directors, he holds a Master of Arts (Cambridge)
and a Bachelor of Commerce (New Zealand) degree. He is currently a doctoral candidate at The University
of Sydney.

Karen Anne Moses
Sydney, Australia

Karen Moses joined the Contact Energy Board in October 2004. She is currently the Chief Operating Officer
of Origin Energy Limited and in March 2009 will take on the role of Executive Director, Finance and Strategy
and will become a director of Origin. Karen Moses has over 25 years’ experience in the energy industry in
Australia and overseas. She is a director of the Australian Energy Market Operator (Transitional) Limited,
Victorian Energy Networks Corporation and the Energy and Water Ombudsman (Victoria) Limited. Further
she is the Chair of Origin's Nationa! Customer Consultative Council, is a member of the Australian School of
Business Advisory Council and the CSIRO Energy and Transport Sector Advisory Council. She is a
member of the Australian Institute of Company Directors and Chief Executive Women. Karen Moses holds a
Bachelor of Economics and Diploma of Education from The University of Sydney.

Phillip John Pryke (Deputy Chairman and Independent Director)
Sydney, Australia

Phil Pryke was Chairman of Contact Energy from its establishment in 1995 until October 2004 when Grant
King was appointed Chairman. Phil Pryke is chairman of Comtel Corporation Limited, and is a director of
Goodman (NZ) Limited, Goodman Property Aggregated Limited and Co-Investor Capital Partners Pty
Limited. His previous roles include Vice President, Global Sales and Client Solutions —~ Asia Pacific at
Electronic Data Systems (EDS), Chief Executive of Nextgen Networks and Chief Executive Officer of Lucent
Technologies Australia Pty Limited. He holds an economics degree from The University of Sydney.

Timothy Ernest Corbett Saunders (Independent Director)
Waipara, North Canterbury, New Zealand

Timothy Saunders was elected to the Board of Contact Energy in 2000, having also been on the Board from
1995 until 1998. He is on the Australasian Advisory Board of LEK Consulting and has a number of private
company directorships. He has held a wide range of directorships in New Zealand in a variety of industries,
and is an accredited Fellow of the Institute of Directors. He has been a consultant in the private and public
sectors and was closely involved in the various reforms of the electricity industry. - He holds a Master of
Business Administration (Columbia) and a commerce degree in economics (Cape Town).
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Each of the Directors of Contact Energy may be contacted at the address of Contact Energy set out in the
Directory.

The Company Secretary of Contact Energy is Steve Bielby, General Counsel of Contact Energy.

No Director is also an employee of Contact Energy or any of its subsidiaries.
No Director has been adjudged bankrupt during the five years preceding the date of this Prospectus.

The names of Contact Energy’s auditor, the Registrar, each of the Joint Lead Managers, the Co-Manager, the
Trustee, and the solicitors who have been involved in the preparation of this Prospectus are set out in the
Directory on page 119 of this Prospectus.

There are no experts named in this Prospectus.
5. RESTRICTIONS ON DIRECTORS’ POWERS

The following modifications, exceptions or limitations on the powers of the Board are imposed by the Companies
Act 1993:

. the Board may not delegate the powers conferred on it by the sections of the Companies Act 1993 listed in
the Second Schedule to that Act;

. the Board may not authorise a dividend in respect of some but not all Shares in a class, or that is of a greater
value per share in respect of some Shares of a class than it is in respect of other Shares of that class,
otherwise than in proportion to the amount paid on the Share in satisfaction of the Shareholder’s liability,
except where the Shareholder has waived its entitlement;

. Directors may not authorise entry into a “major transaction”, unless the transaction is approved by, or
contingent on approval by, a special resolution. A “major transaction” is a transaction, the value of which
exceeds half the value of Contact Energy’s assets before the transaction;

. Contact Energy may not take any action that affects the rights atiached to any shares unless the action has
been approved by special resolution of each interest group affected; and

. Contact Energy may not buy back or redeem any of its equity securities, or give financial assistance in
connection with the acquisition of any of its equity securities, except as permitted by the Companies Act
1993, the terms of the Bonds and its Constitution.

The Companies Act 1993 and Contact Energy’s Constitution do not impose any further modifications, exceptions
or limitations on the powers of the Board to manage, or supervise or direct the management of, the business and
affairs of Contact Energy other than the modifications, exceptions or limitations which are required to be imposed
on the Board under the Listing Rules or modifications, exceptions or limitations which are otherwise disclosed in
this Prospectus.

6. DESCRIPTION OF ACTIVITIES OF CONTACT ENERGY
Contact Energy’s operations encompass electricity generation, wholesaling and the retailing of energy.

The activities of Contact Energy, during the five years preceding the date of this Prospectus, are described on
pages 14 to 28 of this Prospectus.

None of Contact Energy’s assets or the assets of any other person are charged as security for the Bonds.

53



7. SUMMARY OF FINANCIAL STATEMENTS

The financial information relating to Contact Energy required to be included in this Prospectus pursuant to clause 7
of the Second Schedule to the Securities Regulations 1983 is set out on pages 49 and 50 of this Prospectus.

8. ACQUISITION OF BUSINESS OR SUBSIDIARY

During the two years preceding the date of this Prospectus Contact Energy did not acquire any business or
subsidiary where the consideration paid for that business or subsidiary exceeded one-fifth of the amount of the
total tangible assets shown in the “Financial Statements for Contact Energy” set out in Appendix A of this
Prospectus.

9. MATERIAL CONTRACTS

The following material contracts, within the meaning of the Securities Regulations 1983 (not being contracts
entered into in the ordinary course of business), have been entered into by the issuer within the two year period
prior to the date of registration of this Prospectus.

Trust Documents

On 23 February 2009, Contact Energy and Trustee entered into the Master Trust Deed pursuant to which the
Trustee agrees to act as trustee for the Bondholders in connection with the Bond Programme on the terms and
conditions set out in the Master Trust Deed.

On 23 February 2009, Contact Energy and the Trustee entered into the Supplemental Trust Deed relating to the
Bonds.

The terms of the Master Trust Deed and the Supplemental Trust Deed are summarised on pages 35 to 42 of this
Prospectus.

10. PENDING PROCEEDINGS

There are no legal proceedings or arbitrations pending as at the date of registration of this Prospectus that may
have a material adverse effect on Contact Energy.

11. PRELIMINARY AND ISSUE EXPENSES

Issue expenses are estimated to amount to $6,000,000 (based on an issue of $300,000,000 of Principal Amount of
Bonds), including brokerage, issue management fees, firm allocation fees, legal and accounting fees, printing and
advertising costs. This includes fees payable to the Joint Lead Managers and Co-Manager as follows:

. Joint Lead Management Fees — subject to a Joint Lead Manager sourcing applications bearing its own
broker stamp in excess of agreed minimum thresholds, the Joint Lead Manager will receive a fee of
0.25% of total proceeds raised under applications bearing that Joint Lead Manager’s broker stamp and
0.025% of total proceeds raised under the Offer

. Co-Manager Fees - subject to the Co-Manager sourcing applications bearing its own broker stamp in
excess of agreed minimum thresholds, the Co-Manager will receive a fee of 0.15% of total proceeds
raised under applications bearing that Co-Manager's broker stamp

. Firm Allocation Fees — approved financial intermediaries will be paid a firm allocation fee of 0.25% of the
proceeds raised by that party pursuant to its firm allocation.

The brokerage payable in respect of the Offer of each Tranche of Bonds is or will be set out in the applicable Rate
Card.
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12. RANKING OF SECURITIES

The Bonds will constitute unsecured and unsubordinated obligations of Contact Energy and rank equally with each
other. The Bonds also rank at least equally with all other unsecured and unsubordinated indebtedness of Contact
Energy, except indebtedness preferred by law. As at the date of the latest statement of financial position
contained or referred to in this Prospectus (being the interim financial statements for the six month period ending
31 December 2008), there were no securities of Contact Energy that were secured by a mortgage or charge over
any of the assets of Contact Energy ranking in point of security ahead of, or equally with, the Bonds.

13. PROVISIONS OF TRUST DEED AND OTHER RESTRICTIONS ON BORROWING GROUP

The Master Trust Deed was entered into between Contact Energy and the Trustee on 23 February 2009. The
Supplemental Trust Deed was entered into between Contact Energy and the Trustee on 23 February 2009.

The Deed of Negative Pledge, to the extent incorporated by the Trust Documents, imposes certain restrictions on
the ability of Contact Energy to grant security over its assets. It also contains certain financial covenants that may
restrict Contact Energy’s ability to borrow. For further information about these restrictions on the granting of
security and borrowing, see the section entitled “Summary of Trust Documents” on pages 35 to 42 of this
Prospectus.

The duties of the Trustee under the Trust Documents are summarised on pages 36 and 37 of this Prospectus.

A statement by the Trustee confirming that the Offer of Bonds in this Prospectus complies with any relevant
provisions of the Trust Documents, and that the Trustee does not guarantee repayment of the Bonds, or the
payment of Interest on the Bonds, is on page 43 of this Prospectus.

14. OTHER TERMS OF OFFER AND SECURITIES
All of the terms of the Offer, and all of the terms of the Bonds, are set out in this Prospectus, except those:
(a) implied by law; or

(b) which are set out in a document that has been registered with a public official, is available for public
inspection and is referred to in this Prospectus.

15. FINANCIAL STATEMENTS

Audited financial statements of Contact Energy for the six months ended 31 December 2008 and the year ended
30 June 2008 prepared in accordance with clauses 15 to 32 of the Second Schedule to the Securities Regulations
1983 are set out under the heading “Financial Statements of Contact Energy” on pages 62 to 105 of this
Prospectus.

16. PLACES OF INSPECTION OF DOCUMENTS

Copies of the Master Trust Deed, the Supplemental Trust Deed and Contact Energy’s Constitution may be
inspected on the Companies Office website at www.companies.govt.nz or, free of charge, at the registered office
of Contact Energy during normal business hours. Where a document is not available on the Companies Office
website, a request for the document can be made by calling toll free on 0508 266 726 during normal business
hours. The Companies Office may also charge a fee for viewing information on its website.

17. OTHER MATERIAL MATTERS

NZX has granted Contact Energy a waiver from NZDX Listing Rule 11.1.1, to enable Contact Energy to decline to
accept or register a transfer of Bonds if such transfer would result in the transferor holding Bonds with an
aggregate Principal Amount of less than the applicable Minimum Holding or if such a transfer is for an amount of
less than $1,000 or a multiple thereof. The effect of the waiver from NZDX Listing Rule 11.1.1 is that the Minimum
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Holding in respect of the Bonds will at all times be $5,000 in aggregate and that Bonds can only be transferred in
multiples of $1,000.

There are no other material matters relating to the Offer (other than contracts entered into in the ordinary course of
business of Contact Energy) which have not been set out in this Prospectus.

18. DIRECTORS’ STATEMENT

The Directors, after due inquiry by them in relation to the period between 31 December 2008 and the date of
registration of this Prospectus, are of the opinion that no circumstances have arisen that materially adversely
affect:

(a) the trading or profitability of Contact Energy;

(b) the value of Contact Energy’s assets, or

(c) the ability of Contact Energy to pay its liabilities due within the next 12 months.
19. AUDITOR’S REPORT

A copy of the auditor’s report required by clause 36 of the Second Schedule to the Securities Regulations 1983 is
set out under the heading “Auditor’'s Report” on page 44 of this Prospectus.
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EXECUTION

This Prospectus has been signed by (or by a duly authorised agent of) each of the Directors of Contact Energy
Limited.
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K;fen Anne Moses Timothy é:n)st Corbett Saunders
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Glossary

Agency Agreement means the agency agreement between Contact Energy and the person appointed as
Registrar, Calculation Agent and paying agent, as specified the Supplemental Trust Deed for the Series;

Board means the Board of Directors of Contact Energy;

Bond Moneys means, at any time, the Principal Amount, Interest and other moneys payable on the Bonds and all
other moneys payable to the Trustee or to any Bondholder, at that time under or pursuant to the Trust Documents;

Bond Programme means the bond programme pursuant to which Contact Energy may issue bonds (including
Bonds) from time to time in compliance with applicabie law;

Bonds means the bonds constituted under the Trust Documents and offered pursuant to the Investment
Statement and this Prospectus, and as the context requires, bonds of the same Tranche;

Bondholder means a holder of Bonds;

Business Day means a day (other than a Saturday or Sunday) on which registered banks are open for business
in Wellington and Auckland except that in the context of the NZDX Listing Rules, it means a day on which the
NZDX Market is open for trading;

Calculation Agent means Contact Energy;

Closing Date means, in relation to a Tranche of Bonds, the closing date of the Offer for that Tranche of Bonds as
set out in the applicable Rate Card;

Co-Manager means Westpac Institutional Bank;

Company means Contact Energy Limited,;

Conditions means the terms and conditions of the Bonds as set out in this Prospectus and the Trust Documents;
Constitution means the constitution of Contact Energy;

Contact Energy means Contact Energy Limited;

Contact means Contact Energy and all of its subsidiaries;

Deed of Negative Pledge means the deed of negative pledge and guarantee entered into by Contact Energy and
certain of its subsidiaries on 19 May 2005;

Directors mean the directors of Contact Energy;
Directory means the directory set out in the section entitled “Directory” at page 119 of this Prospectus;

Event of Default has the meaning given to that term in the Trust Documents as summarised on pages 37 to 38 of
this Prospectus;

Extraordinary Resolution means:

(a) aresolution passed at a meeting of Bondholders (or a class of Bondholders, if applicable) properly
convened, at which at least three fourths of the persons voting upon a show of hands or, if a poll is properly
demanded, not less than three fourths of the votes given on such a poll voted in favour of the resolution; or
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(b)  a resolution in writing signed by not less than 75% of Bondholders (or a class of Bondholders, if applicable)
having the right to vote on that resolution, holding in aggregate Bonds conferring the right to cast not less
than 75% of the votes which could be cast on that resolution;

FASTER means the Fully Automated Screen Trading and Electronic Registration System operated by NZX;
Financial Covenant means the financial covenant set out at clause 2.3.1 of the Deed of Negative Pledge;
Financier has the meaning set out in the Deed of Negative Pledge and includes the Trustee;

Interest means any interest on the Bonds payable pursuant the Conditions of the Bonds set out on pages 8 to 13
of this Prospectus;

Interest Payment Date means in respect of a Tranche of Bonds, each date for the payment of Interest for that
Tranche in each year and including the Maturity Date, as set out in the applicable Rate Card;

Interest Rate means, in relation to a Bond, the rate of interest per annum payable on the face value of that Bond
as set out in the applicable Rate Card;

Investment Statement means the investment statement dated 23 February 2009 in relation to the Bonds;

Issue Date means, for each Bond that Contact Energy has agreed to issue, the date recorded as such in the
Register;

Issue Price means $1.00 per Bond being the Principal Amount of each Bond;

Joint Lead Managers means First NZ Capital Securities Limited, ANZ, part of ANZ National Bank Limited, ABN
AMRO New Zealand Limited and Forsyth Barr Limited;

Listing Rules means the NZSX and NZDX Listing Rules;

Master Trust Deed means the master trust deed entered into by Contact Energy and the Trustee on 23 February
2009;

Maturity Date means, in respect of a Tranche of Bonds, the Maturity Date for those Bonds as set out in the
applicable Rate Card;

Minimum Holding means Bonds with an aggregate Principal Amount of $5,000;

NZ$ and $ means the lawful currency of New Zealand;

NZDX Market means the debt securities market operated by NZX;

NZX means NZX Limited;

Offer means the offer of each Tranche of Bonds under this Prospectus and the Investment Statement;

Opening Date means, in respect of a Tranche of Bonds, the opening date of the Offer for that Tranche as set out
in the applicable Rate Card;

Principal Amount means, in relation to a Bond, the amount (other than Interest) payable on redemption or
repayment of that Bond, being the amount recorded as such in the Register in respect of that Bond;

Prospectus means this registered prospectus dated 23 February 2009 in relation to the Bonds;

Rate Card means the rate card accompanying the Investment Statement;
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Rate Set Date means initially the Business Day prior to the Opening Date (or such earlier date as may be selected
by Contact Energy) or any date after the initial Rate Set Date on which Contact Energy changes the Interest Rate
it offers in respect of Bonds that are yet to be issued;

Register means the register kept in respect of the Bonds maintained by the Registrar;

Registrar means Computershare Investor Services Limited or such other person as may be appointed as registrar
from time to time;

Resident Bondholder means a Bondholder who is resident in New Zealand for income tax purposes or who is
engaged in business in New Zealand through a fixed establishment in New Zealand,

Series means the bonds issued pursuant to a particular supplemental trust deed (which may be issued in
Tranches);

Shareholder means a registered holder of Shares;
Shares means ordinary shares in Contact Energy;
Standard & Poor’s means Standard & Poor’s (Australia) Pty Limited,;

Substituted Obligor means a wholly-owned subsidiary of Contact Energy which, subject to the approval of the
Trustee and a number of other requirements set out in the Master Trust Deed, takes the place of Contact Energy
under the Trust Documents in substitution for Contact Energy or a previous Substituted Obligor,

Supplemental Trust Deed means the supplemental trust deed between Contact Energy and the Trustee dated 23
February 2009;

Tranche means bonds of the same Series in respect of which all terms are identical (except as to issue date,
maturity date, interest rate and frequency of payment of interest);

Trust Documents means the Master Trust Deed and the Supplemental Trust Deed; and
Trustee means The New Zealand Guardian Trust Company Limited.

Where there is a reference to a date in this Prospectus, and that date is not a Business Day, the reference shall be
deemed to be to the next day which is a Business Day.
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Index for the Securities Regulations 1983

For the purposes of Regulation 5(6) of the Securities Regulations 1983, the matters required to be stated or
contained in or distributed with this Prospectus by virtue of the Second Schedule to the Regulations are:

Clause Matter Page
1. Main terms of offer 51
2. Name and address of offeror N/A
3. Details of incorporation of issuer 51
4. Guarantors 51
5. Directorate and advisers 51
5A. Restrictions on directors’ powers ) 53
6. Description of activities of Contact Energy 53
7. Summary of financial statements 54
8. Acquisition of business or subsidiary 54
9. Material contracts 54
10. Pending proceedings 54
11. Issue expenses 54
12. Ranking of securities 55
13. Provisions of trust deed and other restrictions on Contact Energy 55
14. Other terms of offer and securities 55
15-32. Requirements in respect of financial statements 55
33. Place of inspection of documents 55
34. Other material matters 55
35. Directors’ statement 56
36. Auditor’s report 56
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APPENDIX A: Financial Statements of Contact Energy

Contact Energy Limited

Special Purpose Financial Statements

for the six months ended 31 December 2008

The special purpose financial statements have been prepared specifically for inclusion in the Contact Energy
prospectus in relation to the bond issue.
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Contact Energy Limited
Special Purpose Financial Statements

for the six months ended 31 December 2008

Income Statement

Statement of Changes in Equity
Batance Sheet

Statement of Cash Flows

Notes to the Financial Statements

1
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12
13
14
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17
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19
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21
22
23
24
25
26
27
28
29
30
31
32
33
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35

Statement of Accounting Policies
Underlying Earnings After Tax
Group Results

New Plymouth Power Station
Sale of Mokai Geothermal Land and Rights
Segment Reporting

Other Operating Expenses

Net Interest Expense

income Tax

Dividends Paid

Earnings and Net Tangible Assets Per Share
Reserves

Share Capital

Share-based Payments

Cash and Cash Equivalents
Receivables and Prepayments
Inventories

Property, Plant and Equipment
Intangible Assets

Gas Storage - Cushion Gas
Investment in Subsidiaries
Business Combination of Commonly Controlled Entities
Investment in Associates
Borrowings

Derivative Financial Instruments
Payables and Accruals
Provisions

Deferred Tax

Commitments

Resource Consents

Related Party Transactions

Key Management Personnel
Whirinaki Generation Plant
Contingent Liabilities
Subsequent Events
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Contact Energy Limited

Income Statement
for the six months ended 31 December 2008

12 Months Ended 12 Months Ended
30 June 2008 30 June 2007

Note | $000 $000
Operating Revenue
Wholesale Electricity Revenue 1,147,988 630,363
Retail Electricity Revenue 1,010,846 915,685
Gas Revenue 207,319 240,498
Steam Revenue 11,038 12,169
Other Revenue 42,308 33,818
2,419,499 1,832,533
Operating Expenses
Electricity Purchases (792,581) {373,026)
Electricity Transmission, Distribution and Levies (407,903) (344,769)
Gas Purchases and Transmission (439,152) (417,823)
Labour Costs (70,531) (60,239)
Other Operating Expenses 7 (129,269) (130,739)
(1,839,436) (1,326,596)
Earnings Before Net Interest Expense, Income Tax,
Depreciation, Amortisation, Financial Instruments and
Other Significant ltems (EBITDAF) 580,063 505,937
Depreciation and Amortisation 18,19 (141,400) (137,953)
Change in Fair Value of Financial Instruments 25 (1,926) 23,259
Removal of New Plymouth Asbestos and Related
Costs 4 (33,747) -
Gain on Sale of Mokai Geothermal Land and Rights 5 21,319 -
) (155,754) (114,694)
Earnings Before Net Interest Expense and Income Tax
(EBIT) 424,309 391,243
Net Interest Expense 8 (69,851) (62,659)
Profit Before Income Tax 354,458 328,584
Income Tax Benefit / (Expense) 9 (106,142) (112,653)
Profit for the Period 248,316 215,931
Basic and Diluted Earnings Per Share (Cents) 11 43.06 37.45

Supplementary Disclosure

Underlying Earnings After Tax is presented to allow stakeholders to make an assessment and comparison of underlying
earnings after removing significant one-off items and the non-cash Change in Fair Value of Financial Instruments.

Underlying Earnings After Tax
Underlying Earnings Per Share (Cents)

243,980 207,467
42.31 35.98

The accompanying notes form an integral part of these special purpose financial statements.
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Contact Energy Limited

Statement of Changes in Equity
for the six months ended 31 December 2008

| 12 Months Ended 12 Months Ended
30 June 2008 30 June 2007

Note $000 $000
‘Profit for the Period 248,316 215,931
Change in Asset Revaluation Reserve 12 (2,335) 349,235
Change in Cash Flow Hedge Reserve 12 (75,008) 6,242
Total Recognised Income and Expense 170,973 571,408
Dividends Paid 10,12 (161,458) (149,924)
Share-based Payments 12 752 419
Business Combination of Commonly
Controlled Entities 12,22 93 (92,942)
Changes in Equity for the Period 10,360 328,961
Equity at Start of the Period _2,867,752 2,538,791
Equity at End of the Period 2,878,112 2,867,752

The accompanying notes form an integral part of these special purpose financial statements.
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Contact Energy Limited

Balance Sheet
as at 31 December 2008

30 June 2008 30 June 2007

Note $000 $000
Shareholders' Equity 12 2,878,112 2,867,752
Represented by:
Current Assets
Cash and Short Term Deposits 15 - 176,456
Receivables and Prepayments 16 488,987 201,827
Tax Receivable 662 -
Inventories 17 7,014 18,297
Derivative Financial Instruments 25 13,364 2,917
Total Current Assets 510,027 399,497
Non-current Assets
Property, Plant and Equipment 18 4,309,769 4,242 694
Intangible Assets 19 155,918 129,102
Gas Storage - Cushion Gas 20 23,622 -
Investment in Subsidiaries 21 132,788 132,788
Investment in Associates 23 1,579 1,579
Derivative Financial Instruments 25 30,611 43,620
Other Non-current Assets 5,071 2,629
Total Non-current Assets 4,659,358 4,552,412
Total Assets 5,169,385 4,951,909
Current Liabilities
Borrowings 24 130,384 3,625
Current Portion of Term Borrowings 24 - 196,611
Derivative Financial Instruments 25 38,644 85,825
Payables and Accruals 26 522,949 268,351
Tax Payable - 2,490
Provisions 27 20,746 3,337
Total Current Liabilitles 712,723 560,239
Non-current Liabilities
Borrowings 24 556,821 513,683
Derivative Financial Instruments 25 272,786 243,583
Provisions 27 31,701 23,579
Deferred Tax 28 717,242 743,073

Other Non-current Liabilities

Total Non-current Liabilities 1,578,550 1,523,918

Total Liabilities
Net Assets

2,291,273 2,084,157
2,878,112 2,867,752

The Directors of Contact Energy Limited authorised these special purpose financial statements for issue.

On behalf of the Board

Grant King
Chairman, 23 February 2009

ifg nojes form an integral part of these special purpose financial statements.
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Contact Energy Limited

Statement of Cash Flows
for the six months ended 31 December 2008

Note

Cash Flows from Operating Activities
. Cash Provided from:

Receipts from Customers

Associate Dividends Received

12 Months Ended 12 Months Ended

Cash Applied to:

Payments to Suppliers and Employees
Supplementary Dividend Paid to Shareholders
Tax Paid

Net Cash Inflow from Operating Activities

Cash Flows from Investing Actlvities

Cash Provided from:

Proceeds from Sale of Mokai Geothermal Land and Rights
Interest Received

Repayment of Loan to Investee

Cash Applied to:

Purchase of Property, Plant and Equipment and Intangible Assets
Removal of New Plymouth Asbestos and Related Costs
Purchase of Subsidiary

Purchase of Gas Storage Rights

Purchase of Cushion Gas_

Net Cash (Outfiow) to Investing Actlvities

Cash Flows from Financing Activities
Cash Provided from:

Proceeds from Other Short Term Loans
Net Proceeds from Borrowings

Cash Applied to:

Interest Paid

Ordinary Dividend Paid to Shareholders

Repayment of Other Short Term Loans and Finance Lease Liabilities
Repayment of Term Borrowings

Net Cash Inflow/(Outflow) from/to Financing Activities

Net Increase/(Decrease) in Cash and Cash Equivalents
Add: Cash and Cash Equivalents at Start of the Period

Cash and Cash Equivaients at End of the Perlod

Cash and Cash Equivalents is comprised of:
Bank Overdraft
Cash and Short Term Deposits

30 June 2008 30 June 2007
$000 $000
2,135,952 1,855,581
23 1,794 2,761
2,137,746 1,856,342
(1,619,853) (1,353,092)
10 (16,790) (15,758)
(81,900) (76,030)
(1,718,543) (1,444,880)
419,203 413,362
5 27,252 -
5,062 24,913
125 -
32,439 24,913
(200,128) (141,069)
(11,147) -
22 - (162,263)
(28,457) -
20 - -
(239,732) (303,332)
(207,293) (278,419)
6,846 -
127,500 -
134,346 s
(75,036) (82,921)
10 (161,458) (149,924)
(7.488) (8,017)
277,778) -
521,760) (240,862)
387,414) (240,862)
(175,504) (105,819)
173,320 279,139
(2,184) 173,320
24 (2,184) (3,136)
15 - 176,456
(2.184) 173,320

The accompanying notes form an integral part of these special purpose financial statements.
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Contact Energy Limited

Statement of Cash Flows (continued)

for the six months ended 31 December 2008

Reconclllation of Profit for the Period
to Cash Flows from Operating Activities

12 Months Ended 12 Months Ended

Profit for the Period

Items Classified as lnvesting/'l?inanclng

Removal of New Plymouth Asbestos and Related Costs
Gain on Sale of Mokai Geothermal Land and Rights
Net Interest Expense

(-3¢ I

Non-cash ltems

Bad and Doubtiul Accounts Receivable
Movement in Provisions

Share-based Payments

Depreciation and Amortisation

Change in Fair Value of Financial Instruments
(Decrease)/Increase in Deferred Tax

Impact of Change in Corporate Income Tax Rate
Other Non-cash ltems

14
18,19

25

Movement in Working Capital
Decrease/(Increase) in Receivables and Prepayments
Decrease/(Increase) in Inventories
(Increase)/Decrease in Tax Receivable
(Decrease)/Increase in Payables and Accruals
(Decrease) in Tax Payable

(Increase) in Other Non-current Assets

Net Cash Inflow from Operating Activities

30 June 2008 30 June 2007
$000 $000
248,316 215,931
33,747 -
(21,319) -
69,851 62,659
82,279 62,659
4,584 3,581
917 (149)
933 550
141,400 137,953
1,926 (23,259)
3,767 7.604
(477) 7,120
200 -
153,250 133,400
(283,734) 20,391
9,332 (289)
7,061 -
205,644 (12,501)
- (6,129)
(2,945) -
(64,642) 1,472
419,203 413,462

The accompanying notes form an integral part of these special purpose financial statements.
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Contact Energy Limited
Notes to the Special Purpose Financial Statements
for the six months ended 31 December 2008

1 Statement of Accounting Policies

Reporting Entity

Contact Energy Limited (Contact Energy) is a profit-oriented company domiciled in New Zealand, registered
under the Companies Act 1993 and listed on the New Zealand Stock Market (NZSX). Contact Energy Limited is
an issuer in terms of the Financial Reporting Act 1993. The financial statements of Contact Energy as at and for
the six months ended 31 December 2008 are comprised of Contact Energy Limited only.

Contact Energy is parent to a diversified and integrated energy group, focusing on the wholesale generation of
electricity and the retail sale of electricity, natural gas and liquefied petroleum gas (LPG), and related services in
New Zealand.

Basis of Preparation
The functional and reporting currency used in the preparation of the financial statements is New Zealand dollars,
rounded to the nearest thousand.

The financial statements presented are special purpose financial statements because they have been prepared
specifically for inclusion in the Contact Energy prospectus in relation to the bond issue. They comply with New
Zealand Generally Accepted Accounting Practice (NZGAAP) and New Zealand Equivalents to International
Financial Reporting Standards (NZIFRS) in all regards except that the financial statements are presented for
Contact Energy only and do not include consolidated financial statements for Contact Energy and its subsidiaries,
interests in associates and jointly controlled entities (the Group or Contact). Refer to Note 3 for details of
Contact’s financial performance and position as at and for the six months ended 31 December 2008. The financial
statements are also in compliance with International Financial Reporting Standards (IFRS) except as noted above
and Schedule 2 of the Securities Regulations 1983.

The financial statements were approved by the Board of Directors (the Board) on 23 February 2009.

The measurement basis adopted in the preparation of these financial statements is historical cost modified by the
valuation of certain assets and liabilities. The following assets and liabilities are stated at their fair value:
Derivative Financial Instruments and Property, Plant and Equipment, as identified in the specific accounting
policies below. Recognised assets and liabilities that are hedged in a fair value hedging relationship are stated at
fair value in respect of the risk that is hedged.

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements.

A presentational change has been made to the comparative Balance Sheets and related notes to ensure
consistency with current period treatment. This change, which has been applied retrospectively, relates to:

¢ Presentation of Derivative Financial Instruments - individual derivative financial assets and liabilities are offset
where there is a legally enforceable right to set-off the recognised amounts and there is the intention to setile
simultaneously. The reclassification increased total assets and total liabilities by $17.5 million as at 30 June 2008
and $1.5 million as at 30 June 2007.

Presentational changes have been made to the comparative Statements of Cash Flows to allow stakeholders to
make an assessment of proceeds from and repayments of Borrowings. These changes, which have been applied
retrospectively, relate to:

¢ Reclassification of Proceeds from Other Short Term Loans from Net Proceeds from Borrowings.

¢ Reclassification of Repayment of Other Short Term Loans and Finance Lease Liabilities from Repayment of
Term Borrowings.

Adoption Status of Relevant New Financial Reporting Standards and Interpretations

Contact Energy has chosen to early adopt the revised NZIAS 23 Borrowing Costs, NZIAS 27 Consolidated and
Separate Financial Statements (amended), and Amendments to NZIAS 39 Financial Instruments: Recognition
and Measurement — Eligible Hedged ltems.

Contact Energy has elected not to early adopt the following standards, considered relevant to the financial
statements, which have been issued but are not yet effective:

e NZIFRS 2 Share-based Payments — revisions approved February 2008 and effective for annual reporting
periods beginning on or after 1 January 2009.
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Contact Energy Limited
Notes to the Special Purpose Financial Statements
for the six months ended 31 December 2008

e NZIFRS 8 Operating Segments - approved December 2006 and effective for annual reporting periods
beginning on or after 1 January 2009.

¢ NZIAS 1 Presentation of Financial Statements — revisions approved September 2007 and effective for annual
reporting periods beginning on or after 1 January 2009.

o NZIFRS 3 Business Combinations'— revisions approved June 2007 and effective for annual reporting periods
beginning on or after 1 July 2009.

Contact Energy does not currently intend to early adopt any of these standards before their effective date. The
adoption of these standards is not expected to have a material impact on the recognition and measurement of
Contact Energy's assets, liabilities, income and expenses.

Accounting Estimates and Judgements
Contact Energy’s significant areas of estimation and critical judgements in these financial statements are as
follows:

Derivative Financial Instruments

Note 25 contains information about the assumptions and the risk factors relating to Derivative Financial
Instruments and their valuation. The base future setilement price path for electricity derivatives is derived from the
energy hedge market price path overlaid with Contact Energy’s financial model for future electricity prices.
Accounting judgements have been made in determining the hedge designation for the different types of
derivatives employed by Contact Energy to hedge its risk exposures.

Generation Plant and Equipment

Contact Energy’s Generation Plant and Equipment (including Land and Buildings) and Generation Capital Work in
Progress are stated at fair value as assessed by an independent valuer. The basis of the valuation is the net
present value of the future earnings of the assets, excluding any reduction for costs associated with restoration
and environmental rehabilitation. The major inputs and assumptions used in the valuation model that require
judgement include the forecast of the future electricity price path, sales volume forecasts, projected operational
and capital expenditure profiles, capacity and life assumptions for each generation plant and the relevant discount
rates. Refer to Note 18.

Intangible Assets - Gas Storage Rights

Management has exercised judgement in determining the useful life of the Gas Storage Rights. The useful life
has been based on the current assumption of the period over which future economic benefits are expected. This
life, however, is subject to the assumption that the contractual agreement under which the rights were acquired
continues in existence and that any petroleum mining or other permit which may be required, can be successfully
renewed. The useful life is reviewed annually. Refer to Note 19.

Intangible Assets - Goodwill

The carrying value of Goodwill is subject to an annual impairment test to ensure the carrying value does not
exceed the recoverable amount at balance sheet date. For the purpose of impairment testing, Goodwill is
allocated to the individual cash-generating units to which it relates. Any impairment losses are recognised in the
Income Statement.

In determining the recoverable amount of Goodwill, Contact Energy uses a valuation model to calculate the
present value of the expected future cash flows of the cash-generating units. The major inputs and assumptions
that are used in the model that require management judgement include sales forecasts, customer numbers and
customer churn, interest rates, discount rates and a forecast of the future electricity price path. Refer to Note 19.

Provision - New Plymouth Power Station

In calculating the provision for the removal of asbestos and other related costs, estimates have been made as to
the expected expenditures based on the status of contractor negotiations at each balance sheet date. Refer to
Notes 4 and 27.

Provision - Restoration and Environmental Rehabilitation

Liabilities are estimated for the abandonment and site restoration of areas from which natural resources are
extracted. Such estimates are valued at the present vaiue of the expenditures expected to settle the obligation.
Key assumptions have been made as to the expected amount and timing of expenditures to remediate based on
the expected life of the assets employed on the sites. Refer to Note 27.
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Contact Energy Limited
Notes to the Special Purpose Financial Statements
for the six months ended 31 December 2008

Retail Revenue

Management has exercised judgement in determining estimated retail sales for unread gas and electricity meters
at balance sheet date. Specifically, this involves an estimate of consumption for each unread meter, based on the
customer’s past consumption history.

Borrowings
Borrowings are recognised initially at fair value less attributed transaction costs.

Borrowings designated as hedged items are subject to measurement under hedge accounting requirements.
Refer to the accounting policy for Derivative Financial Instruments and Hedging.

Discounts, premiums, prepaid interest and borrowing costs such as origination, commitment and transaction fees
are amortised to interest expense on a yield-to-maturity basis over the period of the borrowing. Any difference
between the cost and redemption value is recognised in the Income Statement over the period of the Borrowings
on an effective interest basis.

All borrowing costs are recognised in the Income Statement using the effective interest method with the exception
of borrowing costs directly associated with the construction of qualifying assets which are capitalised. Refer to the
accounting policy on Property, Plant and Equipment.

Cash and Cash Equivalents
Cash and Cash Equivalents includes cash on hand, deposits held on call with banks and other short term highly
liquid investments with original maturities of three months or less, net of outstanding bank overdrafts.

Bank overdrafts are shown within Borrowings in Current Liabilities on the Balance Sheet.

Derivative Financial Instruments and Hedging

Derivative Financial Instruments are initially recognised at fair value on the date a derivative contract is entered
into and are periodically re-measured at their fair value. The method of recognising the resulting gain or loss
depends on whether the Derivative Financial Instrument is designated as a hedging instrument, and if so, the
nature of the item being hedged. Contact Energy designates certain Derivative Financial Instruments as either:

¢ hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value hedge), or
* hedges of highly probable forecast transactions (cash flow hedge), or
* hedges of net investments in foreign operations (net investment hedge).

Fair Value Hedge

Changes in the fair value of Derivative Financial Instruments that are designated and qualify as fair value hedges
are recorded in the Income Statement, together with any changes in the fair value of the hedged asset or liability
that are attributable to the hedged risk.

Cash Flow Hedge

The effective portion of changes in the fair value of Derivative Financial Instruments that are designated and
qualify as cash flow hedges are recognised in equity. The gain or loss relating to the ineffective portion is
recognised immediately in the Income Statement.

Amounts accumulated in equity are recycled to the Income Statement in the periods when the hedged item will
affect the Income Statement. However, when the forecast transaction that is hedged results in the recognition of a
non-financial asset (for example, Inventory) or a liability, the gains and losses previously deferred in equity are
transferred from equity and included in the initial measurement of the cost of the asset or liability.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the
hedge relationship such that the Derivative Financial Instrument no longer qualifies for hedge accounting, but the
hedged forecast transaction is still expected to occur, the cumulative gain or loss at that point remains in equity
and is recognised in accordance with the above policy when the transaction occurs. If the hedged transaction is
no longer expected to take place, then the cumulative unrealised gain or loss recognised in equity is recognised
immediately in the Income Statement.

Net Investment Hedge

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges. Any gain or loss
on the hedging instrument relating to the effective portion of the hedge is recognised in equity, and the gain or
loss relating to the ineffective portion is recognised immediately in the Income Statement. Gains and losses
accumulated in equity are included in the Income Statement when the foreign operation is disposed of.
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Contact Energy Limited
Notes to the Special Purpose Financial Statements
for the six months ended 31 December 2008

Derivatives that do not Qualify for Hedge Accounting

Certain Derivative Financial Instruments do not qualify for hedge accounting. Changes in the fair value of any
Derivative Financial Instruments that do not qualify for hedge accounting are recognised immediately in the
income Statement.

Employee Benefits
Annual, long service and retirement leave benefits estimated to be payable to employees are accounted for on
the basis of statutory and contractual requirements.

Long Term Service Benefits

Contact Energy's net obligation in respect of long term service benefits, other than pension plans, is the amount of
future benefit that employees have earned in return for their service in the current and prior periods. The
obligation is calculated using an actuarial technique.

Share-based Payments
Share-based Payments are provided to executives via a Share Option Plan and a Restricted Share Plan.

The fair value of the employee services received in exchange for the grant of the options is recognised as an
expense, with a corresponding increase in equity, over the vesting period during which the employees become
unconditionally entitled to the options.

The fair value is measured at grant date by reference to the fair value of the equity instruments granted, taking
into account market performance conditions only. Non-market vesting conditions are included in the assumptions
about the number of options that are expected to become exercisable.

At each balance sheet date, Contact Energy revises the amount to be recognised as an expense to reflect the
number of options that are expected to become exercisable.

Foreign Currencies

Foreign currency transactions are recorded at the exchange rates in effect at the date of the transaction.
Monetary assets and liabilities denominated in a foreign currency are translated at the rates of exchange ruling at
balance sheet date. Non-monetary assets and liabilities denominated in a foreign currency that are measured at
fair value are translated to the functional currency at the exchange rate at the date that the fair value was
determined.

Hedged assets and liabilities are translated at the spot rate with the underlying hedge contract being separately
recorded on the Balance Sheet at fair value.

Gas Entitlements

Where Contact Energy has take-or-pay gas sale contracts, such receipts are recorded as short or long term
liabilities respectively, depending on the contracted terms applicable to such tranche quantities. These liabilities
are credited to the Income Statement as customers uplift their prepaid gas.

Where Contact Energy has take-or-pay gas purchase contracts, such payments are expensed to the Income
Statement in the month the payment obligation crystallises, or as Contact Energy uplifts the gas, depending on
the contracted terms.

Gas Storage - Cushion Gas

Cushion Gas is necessary to develop and maintain operation of a gas storage facility and represents a long term
investment in natural gas reserves. Cushion Gas is recognised at cost and not depreciated on the basis that it is
economically recoverable at the end of the life of the gas storage facility. The carrying amount is reviewed at
each balance sheet date to determine whether there is any objective evidence of impairment. Refer to the
Impairment accounting policy. Gas reserves in excess of those required for Cushion Gas are treated as Inventory.

Generation and Other Research and Development Expenditure
Expenditure on research activities undertaken with the prospect of gaining new scientific or technical knowledge
and understanding, is recognised in the Income Statement as an expense as incurred.

Expenditure on generation and other development activities is capitalised if the process is technically and
commercially feasible, future economic benefits are probable, and Contact Energy intends to and has sufficient
resources to complete development and to use or sell the asset. The expenditure capitalised includes the cost of
materials, direct labour and an appropriate proportion of overheads.

Capitalised development costs, including associated capitalised interest, are reviewed at each balance sheet date
to determine whether further work is planned to support the continued carry forward of the capitalised costs.
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Development assets are depreciated or amortised from the commencement of commercial operations in
accordance with the relevant accounting policy for that asset over the period of their expected economic benefit.
Capitalised development expenditure is stated at cost less accumulated amortisation and impairment losses.

Goods and Services Tax (GST)

The Income Statement and Statement of Cash Flows have been prepared so that all components are stated
exclusive of GST. All items in the Balance Sheet are stated net of GST, with the exception of receivables and
payables, which include GST invoiced.

Impairment

The carrying amount of Contact Energy's assets, other than Inventories and Deferred Tax Assets, are reviewed at
each balance sheet date to determine whether there is any indication of impairment. If any such indication exists,
the asset's net recoverable amount is estimated. An impairment loss is recognised whenever the carrying amount
of an asset or its cash-generating unit exceeds its recoverable amount. Impairment losses are recognised in the
Income Statement unless the asset is recorded at a revalued amount. Impairment losses on revalued assets are
first taken to the Asset Revaluation Reserve if there is a surplus in respect of that asset.

The recoverable amount of receivables is calculated as the present value of expected future cash flows.

For retail receivables which are not significant on an individual basis, collective impairment is assessed on a
portfolio basis, based on historic delinquency rates and historical losses.

The recoverable amount of other assets is the greater of their net selling price and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset. For an
asset that does not generate largely independent cash flows, the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

Insurance

Contact Energy has Property, Plant and Equipment, which is predominantly concentrated at power station
locations that have the potential to sustain major losses through damage to plant with resultant consequential
costs.

To minimise the financial impact of such exposures, the major portion of the risk is insured by taking out
appropriate insurance policies with appropriate credit-worthy counterparties.

Any uninsured loss is charged to the Income Statement in the period in which the loss is incurred.

Intangible Assets

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of Contact Energy's share of the
net identifiable assets acquired at the date of acquisition. Goodwill is included in intangible Assets. Goodwill is
tested annually for impairment and is carried at cost less accumulated impairment losses. Gains and losses on
the disposal of assets include the carrying amount of Goodwill relating to the assets sold.

For the purpose of impairment testing, Goodwill is allocated to the individual cash-generating unit to which it
relates. Each cash-generating unit represents Contact Energy's lowest level of assets generating revenue
independent of each other.

Other Intangible Assets

Other Intangible Assets with finite lives are stated at cost, less accumulated amortisation and accumulated
impairment losses. Amortisation is charged-to the Income Statement on a straight-line basis over the estimated
useful lives of Intangible Assets from the date they are available for use. In the case of the Gas Storage Rights,
this will be when the gas storage facility is operational.

The estimated useful lives are as follows:

Type of Asset Estimated life Amortisation rate
Computer Software 3 years 33%
Gas Storage Rights 25 years 4%

Asset residual values and useful lives are reviewed annually and adjusted if appropriate.

73



Contact Energy Limited
Notes to the Special Purpose Financial Statements
for the six hs ended 31 D ber 21

Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of materials, consumable supplies
and maintenance spares is determined on a weighted average basis. Net realisable value is the estimated selling
price in the ordinary course of business, less applicable variable selling expenses.

Investments - Financial Instruments
Contact Energy classifies its investments in the following categories:

¢ Financial assets at fair value through the Income Statement; or
e Held-to-maturity.

The classification depends on the purpose for which the investments were acquired. Contact Energy determines
the classification of its investments at initial recognition and re-evaluates this designation at each balance sheet
date.

Purchases and sales of financial assets are recognised on the trade date.

When financial assets are recognised initially they are measured at fair value plus, in the case of financial assets
not at fair value through the Income Statement, directly attributable transaction costs.

Financial Assets at Fair Value through the Income Statement

A financial asset is classified as a financial asset at fair value through the Income Statement if it is acquired
principally for the purpose of selling in the short term or if so designated by management. Derivatives are also
categorised as fair value through the Income Statement unless they are designated as hedges. Assets in this
category are classified as current assets if they are either held for trading or are expected to be realised within
twelve months of the balance sheet date.

Subsequent to initial recognition, financial assets at fair value through the Income Statement are measured at fair
value, with changes in fair value recognised immediately in the income Statement.

Held-to-maturity
Held-to-maturity financial assets are stated at amortised cost less impairment losses.

Investments - Group Entities

Business Combinations of Commonly Controlled Entities

Business combinations involving entities or businesses under common control are those in which all of the
combining entities or businesses are ultimately controlled by the same party or parties both before and after the
business combination.

Assets and liabilities assumed in business combinations of commonly controlled entities are measured initially at
acquisition date at the book value of the acquired entities. Any difference between the cost of acquisition and the
book values of the assets and liabilities acquired is recorded directly in equity against retained earnings.

Investment in Associates
Associates are entities in which Contact Energy has significant influence, but not control, over the operating
and/or financial policies. The carrying value of the investment is cost less any impairment.

Investment in Subsidiaries
Subsidiaries are those entities controlled, directly or indirectly, by Contact Energy. The carrying value of the
investment is cost less any impairment.

Oil and Gas Assets

Development Assets

The costs of oil and gas assets in the development phase are separately accounted for and include transferred
exploration and evaluation costs, all development drilling and other subsurface expenditure, surface plant and
equipment and any associated land and buildings. When production commences the accumulated costs are
transferred to Producing Properties.

Producing Properties

The costs of oil and gas assets in production are separately accounted for and include transferred exploration and
evaluation costs, transferred development costs and the on-going costs of continuing to develop reserves for
production and to expand or replace plant and equipment and any associated land and buildings. These costs are
subject to depreciation and depletion in accordance with the Property, Plant and Equipment policy.
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Oil and Gas Exploration Expenditure

Exploration and evaluation expenditure is accounted for in accordance with the area of interest method. The
application of this method is based on the partial capitalisation model closely aligned to the ‘successful effort’
approach.

All oil and gas exploration and evaluation costs, including directly attributable overheads, general permit activity,
geological and geophysical costs are expensed as incurred except the cost of drilling exploration wells and the
cost of acquiring new interests. The cosis of drilling exploration wells are initially capitalised pending the
determination of the success of the well. Costs are expensed where the well does not result in a successful
discovery.

Capitalised costs are reviewed at each balance sheet date to determine whether economic quantities of reserves
have been found or whether further exploration and evaluation work is underway or planned to support the
continued carry forward of the capitalised costs.

Upon approval for the commercial development of a project, the accumulated expenditure is assessed for
impairment before it is reclassified to Qil and Gas Development Assets.

Operating Leases
Contact Energy leases certain plant, equipment, land and buildings. Leases in which a significant portion of the
risks and rewards of ownership are retained by the lessor are classified as operating leases.

Operating lease payments are representative of the patiern of benefits derived from the leased assets and,
accordingly, are charged to the Income Statement on a straight-line basis.

Payables
Payables are stated at cost.

Property, Plant and Equipment

Initial Recording

The cost of purchased Property, Plant and Equipment, including strategic spares, is the value of the consideration
given to acquire the assets and the value of other directly attributable costs, which have been incurred in bringing
the assets to the location and condition necessary for their intended service.

The cost of assets constructed by Contact Energy, including Capital Work in Progress, includes the cost of all
materials used in construction, direct labour specifically associated with construction, resource management
consent costs and an appropriate proportion of variable and fixed overheads. Financing costs incurred on the
construction of a qualifying asset project are capitalised during the period of time that is required to complete and
prepare the asset for its intended use. The amount of financing costs capitalised is determined using a
capitalisation rate representing Contact Energy’s weighted average borrowing cost applicable to the Borrowings
that were outstanding during the period. Costs cease to be capitalised as soon as the asset is ready for
productive use and do not include any inefficiency costs.

Where an item of Property, Plant and Equipment comprises major components having different useful lives, they
are accounted for as separate items of Property, Plant and Equipment.

Subsequent expenditure is capitalised where it is incurred to replace a component of an item of Property, Plant
and Equipment that is accounted for separately, including major inspection and overhaul expenditure. Other
subsequent expenditure is capitalised only when it is probable the future economic benefits embodied in the item
of Property, Plant and Equipment will flow to the entity and can be reliably measured. All other expenditure is
recognised in the Income Statement as an expense as incurred.

Revaluations

Contact Energy’s Generation Plant and Equipment (including Land and Buildings) and Capital Work in Progress
are stated at fair value as determined every three years by an independent valuer, with interim revaluations where
there is deemed to be a significant change to the valuation of these assets. The basis of the valuation is the net
present value of the future earnings of the assets, excluding any reduction for costs associated with Restoration
and Environmental Rehabilitation.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount and the
net carrying amount is restated to the revalued amount of the asset. Any increase in the value is recognised
directly in equity. Any decrease in value that offsets a previous increase in value of the same asset is charged
against reserves in equity and any other decrease in value is charged to the Income Statement. The amount of
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the adjustment arising on the restatement or elimination of accumulated depreciation forms part of the increase or
decrease.

Leased Assets

Leases in which Contact Energy assumes substantially all the risks and rewards of ownership are classified as
finance leases. Any asset acquired by the way of a finance lease is stated at an amount equal to the lower of its
fair vatue or present value of the future minimum lease payments at inception of the lease.

Depreciation

Depreciation is charged to the Income Statement on a straight-line basis so as to allocate the cost of the assets,
or the revalued amounts, less estimated residual value, over their expected remaining useful lives. The range of
annual depreciation rates for each classification of asset is:

Type of Asset Depreciation Rate
Land Not depreciated
Generation Plant and Equipment (including Buildings) 1-33%

Other Buildings 1-18%

Other Plant and Equipment 1-33%

Asset residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

Receivables

Receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less impairment loss. An impairment loss is recognised when there is objective evidence that
Contact Energy will not be able to collect amounts due according to the original terms of the receivable. The
amount of the impairment loss is the difference between the asset's carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate. The amount of the impairment loss is
recognised in the Income Statement.

Restoration and Environmental Rehabilitation

Liabilities are estimated for the abandonment and site restoration of areas from which natural resources are
extracted. Such estimates are valued at the present value of the expenditures expected to be required to settle
the obligation. The cost primarily represents geothermal field restorations.

Estimations are also made for the expected cost of environmental rehabilitation of commercial sites, which require
reinstatement of conditions resulting from present obligations. The liability is immediately recognised when
exposure is identified and rehabilitation costs can be reasonably estimated.

Revenue

Revenue comprises the amounts received and receivable at balance sheet date for electricity, gas, steam and
related services supplied to customers in the ordinary course of business, including estimated amounts for unread
meters. Sales revenue is recognised in accordance with contractual arrangements, where applicable, and only
once the significant risks and rewards of ownership of the goods pass from Contact Energy to the customer or
when services have been rendered to the customer and collectibility is reasonably assured.

Other Revenue from meter leases is recognised in the Income Statement on a straight-line basis over the term of
the lease.

Interest Income is recognised in the Income Statement as it accrues using the effective interest rate method.
Dividend Income is recognised in the Income Statement on the date that the dividend is declared.

Statement of Cash Flows
The following are the definitions used in the Statement of Cash Flows:

e Cash and Cash Equivalents includes cash on hand, deposits held on call with banks and other short term
highly liquid investments with original maturities of three months or less, net of outstanding bank overdrafts.

e Operating activities include all transactions and other events that are not investing or financing activities.

¢ Investing activities are those activities relating to the acquisition, holding and disposal of Property, Plant and
Equipment, intangible Assets and Investments.
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¢ Financing activities are those activities that result in changes in the size and composition of the capital
structure of Contact Energy. This includes both equity and debt not falling within the definition of cash.
Dividends and interest paid in relation to the capital structure are included in financing activities.

Cash flows arising from the following operating, investing or financing activities may be reported on a net basis:

e cash receipts and payments on behalf of customers where the cash flows reflect the activities of the customer
rather than those of Contact Energy, or

* cash receipts and payments for financing activities where the maturities are short.

Tax

Income Tax on the profit or loss for the period comprises Current and Deferred Tax. Income Tax is recognised in
the Income Statement except to the extent that it relates to items recognised directly in equity, in which case the
Income Tax is recognised in equity.

Current Tax is the expected tax payable on the taxable income for the period, using tax rates enacted or
substantially enacted at the balance sheet date, together with any adjustment to tax payable in respect of
previous periods.

Deferred Tax is calculated using the balance sheet liability method, providing for temporary differences between
the carrying amounis of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. The following temporary differences are not provided for: goodwill not deductible for tax purposes, the
initial recognition of assets or liabilities that affect neither accounting nor taxable profit, and differences relating to
Investments in Subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount
of Deferred Tax provided is based on the expected manner of realisation or settlement of the carrying amount of
assets and liabilities, using tax rates enacted or substantially enacted at the balance sheet date.

A Deferred Tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred Tax assets are reduced to the extent that it is no longer
probable that the related tax benefit will be realised.

Changes in Accounting Policies
There have been no changes in accounting policies in the period.

2 Underlying Earnings After Tax

Underlying Earnings After Tax for the period is presented to allow stakeholders to make an assessment and
comparison of underlying earnings after removing significant one-off items and the non-cash Change in Fair
Value of Financial Instruments.

12 Months Ended 12 Months Ended

30 June 2008 30 June 2007
— $000 $000
Profit for the Period 248,316 215,931
Change in Fair Value of Financial Instruments 1,926 (23,259)
Removal of New Plymouth Asbestos and Related
Costs 33,747 -
Gain on Sale of Mokai Geothermal Land and Rights (21,319) -
Gain on Disposal of Fuel Oil Reserves * (9,613) -
Adjustments Before Income Tax 4,741 (23,259)
Change in Income Tax Expense in Relation to Adjustments™* (8,600) 7,675
Change in Corporate Income Tax Rate (477) 7,120
Adjustments After income Tax (4,336) (8,464)
Underlying Earnings After Tax 243,980 207,467

*

Gain on disposal of Fuel Oil Reserves is included in Other Revenue, a component of EBITDAF.
Tax has been applied at 30 per cent (June 2008 and June 2007: 33 per cent) for all adjustments except for the Gain on
Sale of Mokai Geothermal Land and Rights which is non-taxable.

E
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3 Group Results

The audited condensed interim Group financial statements of Contact Energy Limited and Subsidiaries for the six
months ended 31 December 2008 are publicly available. These comprise Contact Energy (the Parent) and its
subsidiaries, interest in associates and jointly controlled entities (the Group or Contact). Contact Energy is the
most significant operational entity of Contact. A reconciliation of Profit for the Period, Underlying Earnings After
Tax, EBITDAF, and Shareholders’ Equity of Contact Energy to Contact is summarised below:

For the six months ended 31 December 2008

Contact Energy (Parent)

Net Impact of Subsidiaries on Group

Equity Earnings from Assaciate after Tax and net of Dividends
Received

Contact (Group)

*  Underlying Earnings After Tax for the period is presented to allow stakeholders to make an assessment and comparison of
underlying earnings after removing significant one-off items and the non-cash Change in Fair Value of Financial
Instruments.

** EBITDAF is defined as Earnings Before Net Interest Expense, Income Tax, Depreciation, Amortisation, Financial
Instruments and Other Significant ltems.

4 New Plymouth Power Station

In December 2007, Contact Energy announced the decommissioning of its 31-year-old New Plymouth Power
Station following the discovery of asbestos in areas of the station where it was not previously recorded on the
station’s asbestos register. In May 2008, Contact Energy announced the recommissioning of one 100 megawatt
gas-fired generator unit in response to tight electricity supply conditions over the winter period.

The financial impact of the decision to decommission the plant was recorded in the twelve months ended 30 June
2008 and was an expense of $33.7 million. This expense principally represented an estimate of the cost to
remove asbestos at the plant and other related costs, including a $1.5 million write-down in inventory. These
costs were not impacted by the recommissioning of the one generator unit and remain consistent with the
estimated cost at 31 December 2008. No impairment of the New Plymouth asset has been recorded on the basis
that the recoverable amount of the asset, based on an assessed fair value less costs to sell, exceeds the carrying
amount.

Contact Energy held reserves of fuel oil at New Plymouth. These reserves were sold for $20.3 million, and a gain
on disposal of $9.6 million was recorded in Other Revenue during the twelve months ended 30 June 2008.

Contact Energy has entered into arrangements in the wholesale electricity market that are expected to provide a
broadly equivalent degree of flexibility to that provided by the operation of the New Plymouth Power Station.
These are accounted for as cash flow hedges.

5 Sale of Mokai Geothermal Land and Rights

In November 2007, Contact Energy sold Geothermal Land and Rights relating to the Mokai geothermal field, north
of Taupo, to Mighty River Power and the Tuaropaki Trust. Contact Energy received $27.2 million for the sale of
the Mokai Land and Rights, giving rise to a non-taxable gain of $21.3 million.

6 Segment Reporting

A business segment is a group of assets and operations engaged in providing products or services that are
subject to risks and returns that are different from those of other business segments. A geographical segment is
engaged in providing products or services in a particular economic environment, where the risks and returns are
different from those of segments operating in other economic environments.
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Contact Energy's primary reporting format is business segments. All business segments are fully integrated within
New Zealand.

Contact Energy comprises the following main business segments:

Retail
The Retail segment encompasses any activity that is associated with Contact Energy’s supply of energy to end
user customers as well as related services.

Generation

The Generation segment encompasses any activity that is associated with Contact Energy’s generation of
electricity or steam and Contact Energy’s sales to the wholesale electricity market. It also includes ali activities in
relation to the gas storage facility at the Ahuroa reservoir.

The segment result includes items directly attributable to a segment as well as those that can be allocated on a
reasonable basis. Items not directly attributable to, or those that cannot be allocated on a reasonable basis to,
the Retail or Generation segments are included in the Other segment.

Wholesale electricity purchase costs for the Retail segment are based on spot prices prevailing in the New
Zealand wholesale electricity market at the relevant time and at the relevant grid exit purchase node. Similarly,
the revenues received by the Generation segment are determined by the spot prices received at the relevant grid
injection points.

The cost of gas purchases across the portfolio is allocated between the segments in proportion to consumption.
Gas transmission and distribution charges are allocated to the segments within which they are incurred.

For the six months ended 31 December 2008

‘Segment Hevenue

EBITDAF

Depreciation and Amortisation of Segment Assets
Segment Result

Change in Fair Value of Financial Instruments

Net Interest Expense

Income Tax Benefit

Profit for the Period

Segment Assets
Segment Liablilities
Capital and Investment Expenditure

For the twelve months ended 30 June 2008

Retail Generation Other Total
- - $000 $000 $000 $000
Segment Revenue 1,243,468 1,176,031 - 2,419,499
EBITDAF (204,580) 784,643 - 580,063
Depreciation and Amortisation of Segment Assets (15,135) {126,265) - (141,400)
Segment Result (219,715) 658,378 - 438,663
Change in Fair Value of Financial Instruments (1,926)
Removal of New Plymouth Asbestos and Related Costs (33,747)
Gain on Sale of Mokai Geothermal Land and Rights 21,319
Net Interest Expense (69,851)
Income Tax Expense (106,142)
Profit for the Period 248,316
Segment Assets 422,674 4,699,904 46,807 5,169,385
Segment Liabilities (350,557) (228,907) (1,711,809) (2,291,273)
Capltal and Investment Expenditure 14,463 250,480 - 264,943
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For the twelve months ended 30 June 2007

Retail Generation Other Total
$000 $000 $000 $000
Segment Revenue 1,182,801 649,732 - 1,832,533
EBITDAF 264,445 241,492 - 505,937
Depreclation and Amortisation of Segment Assets (14,722) (123,231) - (137,853)
Segment Result 249,723 118,261 - 367,984
Change in Fair Value of Financial Instruments 23,259
Net Interest Expense (62,659)
Income Tax Expense (112,653)
Profit for the Period 215,931
Segment Assets 393,978 4,291,326 266,605 4,951,909
Segment Liabilities (135,824) (101,832) (1,846,501) (2,084,157)
Capital and Investment Expenditure 13,103 132,046 - 145,149

7 Other Operating Expenses

Other Operating Expenses include:

Auditors' Remuneration : KPMG
- Audit Services

- Audit Services Capitalised Against Debt

Auditors' Remuneration: KPMG
Donations
Rental Expense on Operating Leases

8 Net Interest Expense

Interest Expense
Interest Expense Capitalised
Interest Income

Net Interest Expense

12 Months Ended 12 Months Ended

30 June 2008 30 June 2007
$000 $000

612 606

612 606

56 21

3,903 3,958

12 Months Ended 12 Months Ended

30 June 2008 30 June 2007
$000 $000
76,525 85,633
(1.617) -
(5,057) (22,974)
69,851 62,659

Contact Energy commenced capitalising interest from 1 July 2007, principally in respect of expenditure
categorised as Development. Capital Work in Progress. The weighted average capitalisation rate on funds
borrowed is 8.0 per cent per annum (June 2008: 8.0 per cent).

9 Income Tax

Income Tax Expense

Profit Before Income Tax

Tax thereon at 30% (June 08 and June 07: 33%)
Plus/(Less) Tax Effect of Adjustments:
Gain on Sale of Mokai Geothermal Land & Rights
Other Differences
Change in Corporate Income Tax Rate
Income Tax (Over) Provided in Prior Period

Income Tax (Benefit) / Expense

Comprised of:
Current Tax
Deferred Tax

12 Months Ended 12 Months Ended
30 June 2008 30 June 2007
$000 $000
354,458 328,584
116,971 108,433
(7,035) -
(535) 190
(477) 7,120
(2,782) (3,090)
106,142 112,653
98,934 100,951
7,208 11,702
106,142 112,653

80



Contact Energy Limited
Notes to the Special Purpose Financial Statements
for the six months ended 31 December 2008

Imputation Credits

30 June 2008 30 June 2007
$000 $000

Opening Balance Credit 190,269 160,656
Imputation Credits Attached to Dividends Paid (62,734) (58,086)
New Zealand Income Tax Paid 79,000 87,699
Closing Balance Credit 206,535 190,269

The Imputation Credits are available to shareholders of Contact Energy through the Consolidated Imputation
Group.

10 Dividends Paid

Contact Energy paid the following fully imputed dividends during the period.

12 Months Ended 12 Months Ended

Payment Cents per 30 June 2008 30 June 2007

Date Share $000 $000
2006 Year Final Dividend 21 September 2006 16.0 - 92,261
2007 Year Interim Dividend 23 March 2007 10.0 - 57,663
2007 Year Final Dividend 25 September 2007 17.0 98,028 -
2008 Year Interim Dividend 26 March 2008 11.0 63,430 -

16,790
16,790 )
161,458 149,924

2008 Year Final Dividend 23 September 2008 17.0
Supplementary Dividend
Foreign Investor Tax Credit
Total Dividends Pald

On 23 February 2009 the Board of Directors (the Board) approved the introduction of a distribution plan which
issues fully paid non-taxable bonus shares. As part of the distribution plan Contact Energy will provide a buyback
facility to give all shareholders the opportunity to sell the bonus shares issued back to Contact Energy for cash.
Shareholders electing to sell their bonus shares back to Contact Energy under the off-market buy back facility will
be treated as having received a dividend and will receive the cash equivalent with imputation credits attached.
The Board announced the first bonus issue under the new plan equivalent to 11.0 cents per share for shares on
issue at 10 March 2009 the record date, with bonus shares allotted, and/or cash distributed (if elected) on 31
March 2009.

11 Earnings and Net Tangible Assets Per Share

12 Months Ended 12 Months Ended

30 June 2008 30 June _2_00;7
Basic and Diluted Earnings Per Share (Cents) 43.06 37.45
Underlying Earnings Per Share (Cents) 42.31 35.98
Net Tangible Assets Per Share (Cents) 472.08 474.94

The calculation of Basic Earnings Per Share at 31 December 2008 is based on the profit attributable to ordinary
shareholders of $4.5 million (June 2008: $248.3 million, June 2007: $215.9 million) and a weighted average
number of ordinary shares outstanding during the period ended 31 December 2008 of 576,633,982 (June 2008:
576,633,982, June 2007: 576,633,982).

The calculation of Underlying Earnings Per Share for the period is based on an Underlying Earnings After Tax
after removing significant one-off items and the non-cash Change in Fair Value of Financial Instruments
attributable to ordinary shareholders. Refer to Note 2.

For the purposes of the earnings per share calculations, the shares issued under the Restricted Share Plan are
excluded until shares become unrestricted. Refer to Note 14.

The dilutive effect of share options and restricted shares has not been taken into account in the calculation of

Diluted Earnings Per Share as the relevant performance conditions have not been fulfilled at all balance sheet
dates presented.
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12 Reserves

Asset Cash Flow Share-based
Revaluation Hedge Payment Retained
Share Capital Reserve Reserve Reserve Earnings Total
Note $000 $000 $000 $000 $000 $000
Balance as at 1 July 2006 780,037 1,358,069 (5,337) - 406,022 2,538,791
Profit for the Period - - - - 215,931 215,931
Cash Flow Hedges :
Gains Taken to Equity - - 8,967 - - 8,967
Asset Revaluation:
Revaluation Increments 18 - 401,090 - - - 401,090
Re-estimate of Restoration Provision - (1,489) - - - (1.489)
Movement in Deferred Tax Liability
Attributable to Equity 28 - (131,868) (2,959) - - (134,827)
Re-measurement of Deferred Tax on
Change in Corporate Income Tax Rate ) 81,502 234 ) ” 81,736
Total Recognised Income and Expenses - 349,235 6,242 - 215,931 571,408
Dividends Paid to Shareholders 10 - - - - (149,924) (148,924)
Business Combination of Commonly
Controlied Entities 22 . ° ° B (92,942) (92.942)
Share-based Payments 159 - - 260 - 419
Balance as at 30 June 2007 780,196 1,707,304 905 260 379,087 2,867,752
Balance as at 1 July 2007 780,196 1,707,304 905 260 379,087 2,867,752
Praofit for the Period - - - - 248,316 248,316
Cash Flow Hedges :
Loss Taken to Equity - - (107,110) - - (107,110)
Asset Revaluation:
Re-estimate of Restoration Provision - (3.272) - - - (3,272)
Movement in Deferred Tax Liability
Attributable to Equity 28 - 1,080 35,345 - - 36,425
Re-measurement of Deferred Tax on
Change in Corporate Income Tax Rate B (143) (3,243) i - (3,386)
Total Recognised | and Exp - (2,335) (75,008) - 248,316 170,973
Dividends Paid to Shareholders 10 - - - - (161,458) (161,458)
Business Combination of Commanly
Controlled Entities 22 ) ° ) ) 93 93
Share-based Payments 285 - - 467 - 752
Balance as at 30 June 2008 1,704,969 466,038
Balance as at 1 July 2008
Profit for the Period
Cash Flow Hedges :
Gains Taken to Equity
Asset Revaluation:
Re-estimate of Restoration Provision 27
Movement in Deferred Tax Liability 28
Attributable to Equity
Total Recognised Income and Expe
Dividends Paid to Shareholders 10 §

Share-based Payments

Bal: as at 31 December 2008

13 Share Capital

Authorised and Issued Shares

Ordinary Shares - Unrestricted
Ordinary Shares - Restricted

Issued Shares

30 June 2008 30 June 2007
Number Number
576,633,982 576,633,982
163,308 76,975

576,797,290

576,710,957

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to
one vote per share at shareholder meetings. Ordinary shares have no par value and are fully paid.
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104,712 restricied ordinary shares were issued on 11 November 2008, pursuant to Contact Energy’s Employee
Long Term Incentive Scheme and are held in trust.

83,242 and 3,091 restricted ordinary shares were issued on 31 October 2007 and 25 February 2008 respectively,
pursuant to Contact Energy’s Employee Long Term Incentive Scheme and are held in trust.

76,975 restricted ordinary shares were issued on 21 June 2007, pursuant to Contact Energy’s Employee Long
Term Incentive Scheme and are held in trust.

While restricted shares confer the same rights on the holder as unrestricted shares, restricied shares are subject
to the terms of the Restricted Share Plan that restrict the right to vote and receive dividends. Refer to Note 14.

14 Share-based Payments

Contact Energy has a Long Term Incentive Scheme for executives whereby the value of the long term incentive
award is allocated, by value, 50 per cent in share options under a Share Option Plan and 50 per cent in restricted
shares under a Restricted Share Plan (together ‘the Plans’). Under the Plans, the share options will only be
exercisable, and the restricted shares will only become unrestricted, to the extent that the relevant performance
hurdles are satisfied. For the restricted shares and share options issued under the Plans, the hurdle is a
comparison of Contact Energy's total shareholder return (TSR) against the average TSR of a reference group
comprising the NZX50 index over the relevant period, commencing on the effective grant date.

The share options and unrestricted shares are unlisted and are personal to the employee and therefore cannot be
traded.

The total expense recognised for share-based payments transactions under the Plans during the six months
ended 31 December 2008 was $0.7 million (twelve months ended 30 June 2008: $0.9 million, twelve months
ended 30 June 2007: $0.5 million).

(a) Share Option Plan

Under the Share Option Plan, the Board issues share options to executives to acquire ordinary shares in Contact
Energy at the market price determined at the effective grant date. For share options granted in the periods ended
31 December 2008, 30 June 2008 and 30 June 2007, the market price was the weighted average market price of
Contact Energy’s ordinary shares traded on the NZSX over the 20 business days prior to the effective grant date.

The share options do not entitle the executives to receive dividends or other distributions from, or vote in respect
of, the shares subject to the options.

There is a vesting period of approximately three years from the effective grant date before share options may be
exercised. Following the end of that period, the performance hurdles are measured on three annual test dates.
There is a two-year, two-month exercise period following the first test date during which share options may be
exercised, again, to the extent that the performance hurdles are obtained.

The share options may also be exercised if, between the effective grant date and the exercise date, a change of
control of Contact Energy occurs. In addition, the Board may, at its discretion, permit share options to be
exercised prior to the commencement of the relevant exercise period where the shares cease to be listed on the
NZSX or other circumstances occur where such an early exercise is considered appropriate by the Board.

The share options will lapse:

. if the performance hurdles are not met by the {ast measurement date, or
. if the share options are not exercised by the lapse date, or
. on the date on which the participant ceases to be employed by Contact Energy (except in the case of

redundancy), or

. on the death of the participant (provided, however, that the Board may, in its discretion, allow the
participant’s successor to exercise the share options).

" In the event of redundancy, the Share Option Plan will continue, except that the number of share options will be
recalculated on a proportionate basis.
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Effective Grant  First

Date Exercise Date Expiry Date
1 Jui 2006 1 Oct 2009 30 Nov 2011
20 Nov 2006 1 Oct 2009 30 Nov 2011
15 Jan 2007 1 Oct 2009 30 Nov 2011
1 Oct 2007 1 Oct 2010 30 Nov 2012
1 Feb 2008 1 Oct 2010 30 Nov 2012
1 Oct 2008 1 Oct 2011 30 Nov 2013
Exercise Balance at 1 Balance at 30 Exercisable at
Effective Grant  First Price per July 2007  Granted Lapsed  June 2008 30 June 2008
Date Exercise Date Expiry Date Option Number  Number Number Number Number
1 Jul 2006 1 Oct 2009 30 Nov 2011 $7.35 365,322 - (34,616) 330,706 -
20 Nov 2006 1 Oct 2009 30 Nov 2011 $7.55 18,361 - - 18,361 -
15 Jan 2007 1 Oct 2009 30 Nov 2011 $8.28 13,413 - - 13,413 -
1 Oct 2007 1 0ct 2010 30 Nov 2012 $9.15 - 490,326 (44,727) 445,599 -
1 Feb 2008 1 Oct 2010 30 Nov 2012 $7.63 - 22,706 - 22,706 -
397,096 513,032 (79,343) 830,785 -
Exercise Balance at 1 Balance at 30 Exercisable at
Effective Grant  First Price per July 2006  Granted Lapsed June 2007 30 June 2007
Date Exercise Date Expiry Date Option Number  Number Number Number Number
1 Jul 2006 1 Oct 2009 30 Nov 2011 $7.35 - 365,322 - 365,322 -
20 Nov 2006 10ct2009 30 Nov 2011 $7.55 - 18,361 - 18,361 -
15 Jan 2007 1 Oct 2009 30 Nov 2011 $8.28 - 13,413 - 13,413 -
- 397,096 - 397,096 -

(b) Restricted Share Plan

Under the Restricted Share Plan, the Board issues restricted shares to the participants at the market price
determined at the effective grant date. Although the participant has beneficial title to the restricted shares, under
the terms of the Restricied Share Plan:

. the restricted shares are issued to a trustee to be held on trust for the participant; and
. the trustee will not exercise any voting rights attaching to the restricted shares and has forgone the right
to dividends.

Legal title cannot be transferred to the participant, and therefore traded by the participant, unless and until the
restricied shares become ‘unrestricted’.

For restricted shares issued in the periods ended 31 December 2008, 30 June 2008 and 30 June 2007, the
market price or allocation price of the restricted shares was the weighted average market price of Contact
Energy's ordinary shares traded on the NZSX over the 20 business days prior to the effective grant date.
Payment of the allocation price for the restricted shares is to be funded by an interest-free loan from Contact
Energy in an amount equal to the allocation price for the shares.

If the performance hurdles are met, the restricted shares wilt be released from the trust to the participant following
the relevant test date. There is a vesting period of approximately three years from the effective grant date before
restricted shares that vest may be released from the restrictions and transferred to the participant. Following the
end of that period the exercise hurdles are measured on three annual test dates. To the extent the hurdles are
met on each of these test dates, restricted shares must be released from the restrictions and transferred from the
trustee to the participant.

For restricted shares that a participant becomes entitied to, Contact Energy pays a bonus, which the participant
must use to repay the loan. Upon repayment of the loan, the trustee transfers legal title to the restricted shares to
the participant and the shares become unrestricted.

The restricted shares may be released from the restrictions and transferred to the participants if, between the
grant date and a test date, a change of control of Contact Energy occurs.
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The rights to the restricted shares will lapse:
. if the performance hurdles are not met by the last test date, or

. on the date on which the participant ceases to be employed by Contact Energy (except in the case of
redundancy), or

. on the death of the participant (provided, however, that the Board may, in its discretion, aliow legal title to
the restricted shares to be transferred to the participant’s successors).

In the event of redundancy, the Restricted Share Plan will continue, except that the number of restricted shares
will be recalculated on a proportionate basis.

Effective Grant First

Date Test Date Final Test Date
1 Jul 2006 1 Oct 2009 1 Oct 2011
20 Nov 2006 1 Oct 2009 1 Oct 2011
15 Jan 2007 1 Oct 2009 1 Oct 2011
1 Oct 2007 10ct 2010 1 Oct 2012
1 Feb 2008 10ct 2010 1 0ct 2012
1 Oct 2008 1 Oct 2011 1 0Oct 2013
Unvested Unvested
Allocation Balance at 1 Balance at 30
Effective Grant First Price per July 2007 Granted Vested June 2008
Date Test Date Final Test Date Share Number Number Number Number
1 Jul 2006 1 Oct 2009 1 Oct 2011 $7.35 70,890 - - 70,890
20 Nov 2006 1 Oct 2009 1 0Oct 2011 $7.55 3,581 - - 3,581
15 Jan 2007 1 Oct 2009 1 Oct 2011 $8.28 2,504 - - 2,504
1 Oct 2007 1 Oct 2010 10ct 2012 $9.156 - 83,242 - 83,242
1 Feb 2008 1 Oct 2010 10ct 2012 $7.63 - 3,091 - 3,091
76,975 86,333 = 163,308
Unvested Unvested
Allocation Balance at 1 Balance at 30
Effective Grant First Price per July 2006 Granted Vested June 2007
Date Test Date Final Test Date Share Number Number Number Number
1 Jul 2006 1 Oct 2009 10Oct 2011 $7.35 - 70,890 - 70,890
20 Nov 2006 1 Oct 2009 10ct 2011 $7.55 - 3,581 - 3,581
15 Jan 2007 1 Oct 2009 1 0ct 2011 $8.28 - 2,504 - 2,504
N 76,975 - 76,975

Pursuant to the Restricted Share Plan Rules, where the rights to the restricted shares lapse, beneficial ownership
of restricted shares is transferred to the Trustee to hold on trust in an unallocated pool, to be reallocated to a
participant at a future date.

As at 31 December 2008, 24,159 (June 2008: 10,667, June 2007: Nil) restricted shares were held by the Trustee
in the unallocated pool.

(c) Fair Value of Share-based Payments
The fair value of services received in return for share options granted is based on the fair value of share options

granted, measured using a combination of Monte-Carlo simulation and a binomial option pricing model. The
valuation was based on the following weighted average assumptions:

30 June 2008 30 June 2007
Risk-free interest Rate 6.7% 5.9%
Expected Dividend Yield 3.7% 2.9%
Expected Option Life (Years) 5.1 5.1
Expected Share Price Volatility 18.5% 19.6%
Weighted Average Remaining Contractual Life (Years) 4.0 4.4
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Restricted shares are valued based on the market price at the effective grant date adjusted for dividends that are
not received until the restricted share vests. Volatility is based on historic volatility in Contact Energy's share
price. The performance hurdles noted above are included in the valuation model used in determining the fair

value of share options and restricted shares issued during the period.

15 Cash and Cash Equivalents

30 June 2008 30 June 2007
$000 $000
Commercial Paper - 165,956
Cash and Other Short Term Deposits - 10,500
Cash and Short Term Deposits - 176,456
Represented by:
Unrestricted Cash - 176,456
- 176,456
Bank Overdrafts (Refer io Note 24 (2.184) (3,136)
ash and Cash Equlvalents In the Statement of Cash Flows (2,184) 173,320
Commercial Paper has been classified as a Held-to-maturity investment.
16 Receivables and Prepayments
30 June 2008 30 June 2007
$000 $000
Retail Receivables, Other Receivables and Accruals 141,088 110,654
Wholesale Electricity Receivables 332,024 84,482
Prepayments 1,276 177
Interest Receivable - 5
Advances to Subsidiaries 14,599 6,509
Total Receivables and Prepayments 488,987 201,827

Included in Retail Receivables, Other Receivables and Accruals are $23.9 million (June 2008: $16.0 million, June
2007: $12.9 million) that are past due but not impaired. These relate to a number of customers who pay outside

terms and for whom there is no recent history of default.

As at 31 December 2008, the allowance for impairment in respect of Retail Receivables, Other Receivables and

Accruals was $3.9 million (June 2008: $3.4 million, June 2007: $3.1 million).

Average wholesale electricity sales prices per megawatt hour that Contact Energy received for its generation in
December 2008 ($72.03) and June 2007 ($53.70) were considerably fower than June 2008 ($106.90) prices due
to the national hydro shortage conditions during winter 2008. Consequently Wholesale Electricity Receivables

are higher for June 2008.

17 Inventories

30 June 2008 30 June 2007

$000 $000

Fuel Oil - 10,254
Consumables and Spare Parts 7,014 8,043
Total Inventories 7,014 18,297
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18 Property, Plant and Equipment

Generation
Plant and
Equipment Generation
(including Land Other Land and Other Plantand Capital Work in Development Other Capital
and Bulldings) at at Prog atFalr  Capital Work In Work In
at Fair Value Cost Cost Value Progress at Cost Progress at Cost Total
$000 $000 $000 $000 $000 $000 __ $000

Cost or Falr Value
Balance as at 1 July 2006 3,846,764 22,513 156,494 80,901 4,434 4,716 4,115,822
Additions 26,836 25 3,722 71,502 26,231 11,929 140,245
Transfers from Capital Wark in Progress 58,117 - 3,570 {58,117) - (3,570) -
Transfers from Inventeries 11,057 - - - - - 11,057
Disposals (26) - (36) - - - (62)
Offset of Accumulated Depreciation on (316,700) - - - - - (316,700)
Revalued Assets
Revaluation Increments 401,090 - - - - - 401,090
Balance as at 30 June 2007 4,027,138 22,538 163,750 94,286 30,665 13,075 4,351,452
Balance as at 1 July 2007 4,027,138 22,538 163,750 94,286 30,665 13,075 4,351,452
Additions 70,394 13,139 10,712 50,055 54,411 12,690 211,401
Transfers from Capital Work in Progress 77731 - 9,522 (64,889) (11,165) (11,199) -
Disposals - (2,892) - - {3,038) — 6,030
Balance as at 30 June 2008 4,175,263 32,685 183,984 79,452 70,873 14,566 4,556,823
Balance as at 1 July 2008
Additions
Transfers from Capital Work in Progress
Disposals

Balance as at 31 December 2008

Depreciation and Impalrment Losses

Balance as at 1 July 2006 (196,764) (1,877) (91,250) - - B (289,891)
Depreciation Charge (119,9857) 217) (15,448) - - - {135,622)
Disposals 21 - 34 - - - 55
Offset of Accumulated Depreciation on 316,700 - - - - - 316,700
Revalued Assets

Balance as at 30 June 2007 - (2,094) (106,664) - - - (108,758)
Balance as at 1 July 2007 - (2,094) (106,664) - - - (108,758)
Depreciation Charge (122,461) (327) (15,508) - - - {138,296)

Balance as at 30 June 2008 {122,461) (2,421) (122,172) - z - (247,054)

Balance as at 1 July 2008
Depreciation Charge

Disposals
Balance as at 31 December 2008

Carrying Value
At 30 June 2007 4,027,138 20,444 57,086 94,286 30,665 4,242,694
At 30 June 2008 4,052,802

At 31 December 2008

Government Valuation of Land and Buildings
The aggregate of the Government Valuation of Land and Buildings is $952.3 million.

The figure set out above represents the aggregate of the latest registered valuations of Land and Buildings, and
the cost of any additions to Land and Buildings subsequent to the relevant valuations. Contact Energy has
significant and complex Land assets, including generation assets comprising dams, tailraces and associated
infrastructure. Not all of the assets have registered valuations, or have registered valuations that have been
prepared in conjunction with Land not owned by Contact Energy. The figure set out is derived from all registered
valuations of Contact Energy’s Land and Buildings as at 31 December 2008, but does not (except where
attributable to additions subsequent to the relevant valuation) atiribute separate value to Land or Buildings that do
not have a registered valuation. The valuations used for the purposes of this section reflect the Registered Values
provided to Contact Energy only and do not represent an independent, or Contact Energy’s own, valuation of the
relevant assets.

Generation Plant and Equipment and Capital Work In Progress Carried at Fair Value
Deloitte revalued Contact Energy’s Generation Assets and Capital Work in Progress at 30 June 2007. Deloitte is
an independent valuer.
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The key assumptions that were used in the valuation model include a forecast of the future electricity price path,
sales volume forecasts, projected operational and capital expenditure profiles, capacity and life assumptions for
each generation plant and discount rate.

Under the Treaty of Waitangi Act 1975, the Waitangi Tribunal has the power to recommend, in appropriate
circumstances, that some of the land and interest in land purchased from Electricity Corporation of New Zeatand
(ECNZ) and now owned by Contact Energy be resumed by the Crown in order that it be returned to the Maori
claimants. In the event that the Tribunal’s initial recommendation is confirmed and the land is to be returned,
compensation wilt be paid to Contact Energy under the provisions of the Public Works Act 1981.

The carrying amount of Generation Plant and Equipment and Capital Work in Progress, had they been
recognised under the cost model, are as follows:

30 June 2008 30 June 2007
$000 $000
Generation Plant and Equipment 1,562,172 1,492,913
Cabpital Work in Progress 79,452 94,286
1,641,624 1,587,199
19 Intangible Assets
Gas Storage Computer
Goodwill Rights Software Total
— $000 $000 $000 $000
Cost or Fair Value
Balance as at 1 July 2006 123,307 - 3,873 127,180
Additions - - 4,904 4,904
Balance as at 30 June 2007 123,307 - 8,777 132,084
Balance as at 1 July 2007 123,307 - 8,777 132,084
Additions - 28,563 1,357 29,920
Balance as at 30 June 2008 123,307 28,563 10,134 162,004

Amotrtisation and Impairment Losses

Balance as at 1 July 2006 - - 651 651
Amortisation Charge - - 2,331 2,331
Balance as at 30 June 2007 - - 2,982 2,982
Balance as at 1 July 2007 - - 2,982 2,982
Amortisation Charge - - 3,104 3,104
Balance as at 30 June 2008 - - 6,086 6,086

Carrving Value
At 30 June 2007 123,307 - 5,795 129,102
At 30 June 2008 123,307 28,563 4,048 155,918

Goodwill

For the purpose of impairment testing, all Goodwill is allocated to the cash generating unit of Retail. The unit's
impairment test is based on a value in use discounted cash flow valuation. Gash flow projections are based on
Contact Energy’s five year business plan for the underlying Retail business and are extrapolated using an
average growth rate of approximately 2.0 per cent. The cash flow projections are discounted using post-tax
discount rate scenarios of 8.0 - 10.0 per cent.
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Key assumptions in the value in use calculation for the Retail cash generating unit are:

Assumptions Method of determination

Customer numbers and Review of actual customer numbers and historical data regarding movements in
customer churn customer numbers. The historical analysis is considered against expected market
trends and competition for customers.

Gross margin per customer Review of actual gross margins per customer and consideration of expected
market movements and impacts.

Cost to serve per customer  Review of actual costs to serve per customer and consideration of expected market
movements and impacts.

Gas Storage Rights
On 12 June 2008, Contact Energy acquired the exclusive beneficial right to use the Ahuroa reservoir in order to
develop an underground gas storage facility field.

This acquisition was completed in conjunction with Contact Energy’s ultimate parent company, Origin Energy
Limited (Origin), which acquired certain New Zealand oil and gas assets from Swift Energy New Zealand Limited.
Among these assets was a petroleum mining licence (PML 38139, the PML) to an area which includes the Ahuroa
reservoir. Contact Energy paid $52.0 million of the total purchase price to Origin, effectively in exchange for a
beneficial interest in the PML as it relates to the Ahuroa reservoir, the right to develop and undertake gas storage
in the Ahuroa reservoir, and the gas and LPG reserves contained therein.

Contact Energy’s beneficial right in the PML shall continue until such time as the term of the PML expires and is
not renewed or is no longer required in order to undertake gas storage. As part of the acquisition, it has been
agreed that Contact Energy and Origin will use their best endeavours to extend the duration of the PML and the
term of the agreement for as long as possible.

As part of the acquisition of the rights, Contact Energy has secured beneficial access to the remaining natural gas
and LPG reserves (excluding condensate) in the Ahuroa reservoir. The natural gas reserves (currently estimated
at 4 petajoules) together with future additional natural gas injections represent a long term investment necessary
to enable the field to be used for gas storage and are referred to as Cushion Gas. Refer to Note 20.

Impairment
No impairment exists for any Intangible Asset at 31 December 2008 (June 2008: Nil, June 2007: Nil).

20 Gas Storage — Cushion Gas

As part of the acquisition of the Gas Storage Rights (refer to Note 19), Contact Energy has secured beneficial
access to the remaining natural gas and LPG reserves (excluding condensate) in the Ahuroa reservoir. The
natural gas reserves (currently estimated at 4 petajoules) together with future additional natural gas injections
represent a long term investment necessary to enable the field to be used for the gas storage and are referred to
as Cushion Gas.

It is currently estimated that cushion gas levels will be approximately 10-15 petajoules.
Cushion Gas is recognised at cost and presented on the Balance Sheet as a separate non-current non-

depreciable asset, referred to as Gas Storage — Cushion Gas. Gas injected in excess of Cushion Gas
requirements will be treated as Inventory.

21 Investment in Subsidiaries

Country of

Name of Entity Principal Actlvity Incorporation
Empower Limited Efectricity Retailer New Zealand
Stratford Power Limited Gas Wholesater New Zealand
Contact Aria Limited Investment Holding Company New Zealand
Contact Wind Limited Wind Generation Development New Zealand
Rockgas Holdings Limited Holding and Management Company New Zealand
Contact Australia Pty Limited Investment Holding Company Australia
Contact Operations Australia Pty Limited Manages Australian Interests Relating to Australia

Operation and Maintenance
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Effective 31 August 2006, Energy Gas Contracts Limited was amalgamated with its parent entity, Stratford Power
Limited. Stratford Power Limited is a wholly owned subsidiary of Contact Energy.

Effective 29 September 2006, Contact Aria Limited was established. Contact Aria Limited is a 50 per cent partner
in the Gasbridge Joint Venture, a joint project between Contact Aria Limited and GP No. 1 Limited (a 100 per cent
subsidiary of Genesis Power Limited).

Effective 22 December 2006, Contact Wind Limited was established. Contact Wind Limited will be involved in
investigating and developing wind generation.

Effective 30 April 2007, Contact Energy acquired 100 per cent of the shares of Rockgas Holdings Limited and its
100 per cent owned subsidiary, Rockgas Limited. Refer to Note 22.

All subsidiaries have a balance date of 30 June and are 100 per cent owned by Contact Energy as at 31
December 2008, 30 June 2008 and 30 June 2007.

22 Business Combination of Commonly Controlled Entities

No business combinations of commonly controlled entities took place in the six months ended 31 December 2008
or the twelve months ended 30 June 2008. On 30 April 2007, Contact Energy acquired from its ultimate parent
company, Origin Energy Limited, 100 per cent of the shares of Rockgas Holdings Limited and its 100 per cent
owned subsidiary Rockgas Limited, an unlisted company based in New Zealand.

The total cost of the acquisition was $162.3 million and comprised the payment of cash and costs directly
attributable to the acquisition.

Actual direct costs relating to the acquisition were $0.1 million less than that accrued for at 30 June 2007. These
were reflected in the twelve months ended 30 June 2008.

The book value of the identifiable assets and liabilities of the Rockgas Holdings Limited Group as at 30 April 2007
was:

Book Value recognised at 30 April 2007 $000
Current Assets
Cash 2,831
Receivables and Prepayments 12,799
Taxation Receivable 882
Inventories 2,276
Non-current Assets
Property, Plant and Equipment 56,922
Intangible Assets 3,442
Invesiment in Associate 121
Available-for-sale Financial Assets 2,935
Deferred Tax 222
Current Liabllities
Payables and Accruals 10,657
Provisions 2,452
Book Value of Identifiable Net Assets 69,321
Premium Over Book Value of Identifiable Net Assets 92942
Consideration Paid 162,263
Cost of Acquisition
Cash Paid 161,848
Direct Costs Relating to the Acguisition 415
Total Cost of Acquisition 162,263
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23 Investment in Associates

Interest Held Principal Country of
Name of Enti 30 June 2008 __ 30 June 2007 Actlvity Incorporation
Qakey Power Holdings Pty Limited 25% 25% Electricity Generation Australia

Other Revenue in the Income Statement includes $1.5 million (June 2008: $1.8 million, June 2007: $2.8 million) of

dividends received from Associates.

24 Borrowings

This note provides information about the contractual terms of Contact Energy's Borrowings. For more information

about Contact Energy's exposure to the interest rate and foreign currency risk, refer to Note 25.

Carrying Value of Borrowings

Borrowing
Currency 30 June 2008 30 June 2007
Current Borrowings Denomination $000 $000
Bank Overdraft NZD 2,184 3,136
Committed Credit Facilities NZD 100,000 -
Other Credit Facilities NzZD 27,500 -
Other Short Term Loans NZD - -
Finance Lease Liabilities NZD 700 489
Total Current Borrowings 130,384 3,625
Current Portion of Term Borrowings
Floating Rate Medium Term Note AUD - 131,885
Floating Rate Transferable Loan Certificate UsSD - 64,716
Total Current Portion of Term Borrowings - 196,611
Non-current Borrowings
4.5% due March 2010 uspD 118,193 110,709
6.9% due February 2013 usD 105,716 99,129
5.3% due March 2014 usD 112,040 102,583
5.3% due March 2015 usb 132,447 120,795
5.6% due March 2018 usD 51,639 46,648
7.1% due April 2018 USD 36,212 33,102
Fixed Rate Senlor Notes 556,247 512,966
Finance Lease Liabilities NZD 574 717
Total Non-current Borrowings 556,821 513,683

New Zealand Dollar Equivalent of Foreign Currency Borrowings

The New Zealand dollar equivalent of Borrowings after the effect of the foreign exchange hedging of these
Borrowings totals $747.5 million (June 2008: $747.5 million, June 2007: $1,025.3 million) and is presented in the
table below. Foreign currency denominated term Borrowings are hedged by Cross Currency Interest Rate Swaps

(refer to Note 25).

30 June 2008 30 June 2007
$000 $000
Carrying Value of the Foreign Currency Borrowings 556,247 709,577
Net Fair Value Adjustments due to Market Price Movements
Subsequent to Issuance 191,280 315,728
New Zealand Dollar Equivalent of Foreign Currency Borrowings 741,527 1,025,305

Repayment of Borrowings

In September 2007, Contact Energy repaid $277.8 million of term debt representing the AUD Floating Rate
Medium Term Note ($158.7 million) and the USD Floating Rate Transferable Loan Certificate ($119.1 million).
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Security

Except for finance leases, Contact Energy’s Borrowings are unsecured. Contact Energy borrows under a
negative pledge arrangement, which does not permit Contact Energy to grant any security interest over its assets,
unless it is an exception permitted within the negative pledge arrangements. All borrowing covenants
requirements were met during the period.

Credit Facilities

Contact Energy has total evergreen committed facilities at 31 December 2008 of $585.0 million (June 2008:
$585.0 million, June 2007; $300.0 million). As at 31 December 2008, $360.0 million of the facilities mature in May
2010, $75.0 million mature in May 2011 and $150.0 million mature in December 2012.

At 31 December 2008 $290.0 million (June 2008: $100.0 million, June 2007: Nil) was drawn against these
facilities. These committed credit facilities also support a $250.0 million commercial paper programme. This
programme was unutilised at 31 December 2008, 30 June 2008 and 30 June 2007.

Finance Lease Liabilities
Future minimum lease payments are as follows:

30 June 2008 30 June 2007
$000 $000
Not Later Than One Year 742 534
Later Than One Year and not Later Than Five Years 640 745
Minimum Lease Payments 1,382 1,279
Future Finance Charges on Finance Leases (108) (73)
Present Value of Finance Lease Liabilities 1,274 1,206
The finance leases relate to computer equipment.
The present value of finance lease liabilities are as follows:
30 June 2008 30 June 2007
$000 $000
Not Later Than One Year 700 489
Later Than One Year and not Later Than Five Years 574 717
1,274 1,206

25 Derivative Financial Instruments

Financial Risk Management Objectives

In the normal course of business, Contact Energy is exposed to a variety of financial risks: market risk (including
foreign currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and cash flow interest rate
risk. Contact Energy’s overall risk management programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on Contact Energy’s financial performance. Contact Energy uses
Derivative Financial Instruments to hedge these risk exposures.

Fair Value of Derivative Financial Instruments
The fair value of the significant types of Derivative Financial Instruments outstanding, together with the
designation of their hedging relationship, are summarised below:

31 December 2008 Hedge Accounting
— Designation

Cross Currency Interest Rate Swaps Fair Value Hedge

Interest Rate Derivatives : No Hedge

Cross Currency Interest Rate Swaps - Margin Cash Flow Hedge

Forward Foreign Exchange Derivatives Cash Flow Hedge

Electricity Price Hedges Cash Flow Hedge

Electricity Price Hedges No Hedge

Total Derivative Fi lal Instruments

Disclosed As:

Current

Non-current
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30 June 2008 Hedge Accounting Fair Value Assets Fair Value Liabllities
Designation $000 $ooo
Cross Currency Interest Rate Swaps Fair Value Hedge - (191,255)
Interest Rate Derivatives No Hedge 14,180 (723)
Cross Currency Interest Rate Swaps - Margin Cash Flow Hedge - (6,592)
Forward Foreign Exchange Derivatives Cash Flow Hedge 4,371 (283)
Forward Foreign Exchange Derivatives No Hedge - (56)
Electricity Price Hedges Cash Flow Hedge 15,319 (111,399)
Electricity Price Hedges No Hedge 10,105 (1,122)
Total Derivative Fil ial Instruments 43,975 {311,430)
Disclosed As:
Current 13,364 (38,644)
Non-current 30,611 (272,786)
43,975 (311,430)
30 June 2007 Hedge Accounting Fair Value Assets Falr Value Liabilities
Designation $000 $000
Cross Currency Interest Rate Swaps Fair Value Hedge - {315,572)
Interest Rate Derivatives No Hedge 28,610 (188)
Cross Currency Interest Rate Swaps - Margin Cash Flow Hedge - (8,718)
Forward Foreign Exchange Derivatives Cash Flow Hedge 912 (4,505)
Electricity Price Hedges Cash Flow Hedge 16,824 (344)
Electricity Price Hedges No Hedge 191 81
Total Derivative Fil ial Instry 46,537 (329,408)
Disclosed As:
Current 2,917 (85,825)
Non-current 43,620 (243,583)
46,537 (329,408)

The Change in the Fair Values of Financial Instruments recognised in the Income Statement and Cash Flow
Hedge Reserve are summarised below:

12 Months Ended 12 Months Ended
30 June 2008 30 June 2007
Cash Flow Cash Flow
Income Hedge Income Hedge
Hedge Accounting Statement Reserve Statement Reserve
Fi (Unf; ble) Designation _S000 $000 __$000 $000
Cross Currency Interest Rate Swaps Fair Value Hedge 124,317 (159,684) -
Borrowings Fair Value Hedge (124,448) - 159,848 -
(131) - 164 -
Interest Rate Derivatives No Hedge (15,767) 802 23,210 761
Forward Foreign Exchange Derivatives Cash Flow Hedge - 7,676 205 (6,767)
Forward Foreign Exchange Derivatives No Hedge (56) - - -
Cross Currency Interest Rate Swaps - Margin Cash Flow Hedge 349 1,778 358 (6,721)
Electricity Price Hedges Cash Flow Hedge 4,807 (117.366) (645) 21,694
Electricity Price Hedges No Hedge 8,872 - (33) -
Income Tax on Changes in Fair Value of
Financial Instruments Taken to Equi - 32,102 - (2,725)
Total Change in Fair Value of Financial
Instruments (1,926) (75,008) 23,259 6,242

The non-cash Total Change in Fair Value of Financial Instruments recorded in the Income Statement of $(78.3)
million (June 2008: $(1.9) million, June 2007: $23.3 million) is principally due to Interest Rate Derivatives, which
have not been designated in a hedge relationship. The Interest Rate Derivatives are revalued applying market
interest rates. As a result, the Change in Fair Value of Interest Rate Derivatives is a non-cash item that fluctuates
over time in accordance with changes in market interest rates.

The movement in the Electricity Price Hedge is due to the volatility in the forecast market price path. The Income
Statement movement represents the fair value movement of Contact Energy’s unhedged market-traded electricity
instruments. Movement in the Cash Flow Hedge Reserve represents the fair value movement of the electricity
instruments placed in a hedged relationship.

The movement in the Cash Flow Hedge Reserve in relation to hedged Forward Foreign Exchange Derivatives is
due to the volatility in the forward foreign exchange market rates, which fluctuate over time.
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Movement in Cash Flow Hedge Reserve

12 Months Ended 12 Months Ended
30 June 2008 30 June 2007
$000 $000
Opening Balance 905 (5,337)
Effective Portion of Cash Flow Hedges Recognised in the Cash Flow
Hedge Reserve (88,711) (11,579)
Amount Transfemred from the Cash Flow Hedge Reserve to Operating
Revenue 21,218 28,421
Amount Transferred from the Cash Flow Hedge Reserve to Operating
Expenses 345 (294)
Amount Transferred from the Cash Flow Hedge Reserve to Change i
Fair Value of Financial Instruments 802 761
Amount Transferred from the Cash Flow Hedge Reserve to Property,
Plant and Equipment 2,930 (2,639)
Amount Transferred from the Cash Flow Hedge Reserve in Relation
to Deferred Tax (11,592) (8,428)
Closing Balance (74,103) 905

The gain from ineffectiveness recognised in the Income Statement from cash flow hedges is $0.6 million (June
2008: $0.8 million, June 2007: $0.3 million).

Risk Management

Risk management is carried out by a central treasury department (Treasury) for interest rate and foreign
exchange exposures. Risk management activities in respect of the electricity exposures are undertaken by the
Trading Group (Trading). Both Treasury and Trading operate under policies approved by the Board. Treasury and
Trading identify, evaluate and hedge the financial risks in close co-operation with Contact Energy’s operating
units. The Board policies provide written principles for overall risk management, as well as written policies
covering specific areas, such as foreign currency risk, price risk, credit risk, interest rate risk, use of Derivative
Financial Instruments and Non-derivative Financial Instruments, and the investment of excess liquidity.

(a) Market Risk

(i) Foreign Currency Risk .

Contact Energy is exposed to foreign currency risk as a result of transactions denominated in a currency other
than Contact Energy's functional currency, New Zealand dollars. The currencies giving rise to this risk are
primarily Australian dollar, US dollar, Japanese yen, Swiss franc and the Euro.

Foreign currency risk arises from future commercial transactions (including interest payments on long term
Borrowings and the purchase of capital equipment and maintenance), recognised assets and liabilities (including
Borrowings) and net investments in foreign operations.

Contact Energy uses Forward Foreign Exchange Contracts to manage foreign exchange risk arising from future
commercial transactions and recognised assets and liabilities. To manage the foreign currency risk arising from
the future interest payments required on foreign currency denominated long term Borrowings, Contact Energy
uses Cross Currency Interest Rate Swaps (both fixed to floating and floating to floating), which convert the foreign
currency denominated future interest payments into the functional currency for the full term of the underlying
Borrowings.

Treasury is responsible for managing the net position in each foreign currency within Board policy parameters.

Contact Energy has certain investments in foreign operations whose net assets are exposed to foreign currency
translation risk. Currency exposure arising from the net assets of Contact Energy’s foreign operations is managed
primarily through Borrowings denominated in the relevant foreign currencies.

Forward Foreign Exchange Contracts
The notional principal amount of the outstanding Forward Foreign Exchange Contracts at 31 December 2008 was
$173.8 million (June 2008: $226.4 million, June 2007: $97.3 million).

The hedged anticipated transactions denominated in foreign currency are expected to occur at various dates
between one month to one year and nine months (June 2008: two years and two months, June 2007: two years
and six months) from the balance sheet date. Gains and losses recognised in the Cash Flow Hedge Reserve in
equity on Forward Foreign Exchange Contracts as at 31 December 2008 wilt be released at dates when the cash
flow from the underlying anticipated transactions will occur and will be recognised in the Income Statement or
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included in the cost of any asset or liability acquired. During the period to 31 December 2008, no hedges were de-
designated, and all underlying forecast transactions remain highly probable to occur as originally forecast.

Sensitivity Analysis
At 31 December 2008, if the New Zealand dollar had weakened/strengthened by 10 per cent against the
currencies with which Contact Energy has foreign currency risk with all other variables held constant:

. Post-tax profit for the period would not have been materially different.

. Other components of equity would have been $13.9 million higher/lower (June 2008: $14.9 million, June
2007: $5.9 million), arising from foreign exchange gains/losses on revaluation of Forward Foreign
Exchange Contracts in a cash flow hedge relationship.

(i) Price Risk

Contact Energy is exposed to commaodity price risk, primarily from electricity prices. To manage its commodity
price risks in respect of electricity, Contact Energy utilises Electricity Price Hedges including options, where
Contact Energy sells and buys electricity forward at a fixed price.

Electricity Price Hedges

The aggregate notional volume of the outstanding fixed volume electricity derivatives at 31 December 2008 was
1,611 GWh (June 2008: 2,387 GWh, June 2007: 3,728 GWh). The aggregate notional volume of the outstanding
variable volume electricity derivatives at 31 December 2008 was 8,929 GWh (June 2008: 10,408 GWh, June
2007: 1,989 GWh).

The hedged anticipated electricity sale transactions are expected to occur continuously for each half-hour period
from the balance sheet date consistent with the forecast generation. Gains and losses on electricity derivatives
recognised in the Cash Flow Hedge Reserve in equity will be continuously released to the Income Statement in
the period in which the underlying sale transactions are recognised in the income Statement.

Sensitivity Analysis

The following table summarises the impact of increases/decreases of the relevant electricity forward prices on
Contact Energy’s post-tax profit for the period and on other components of equity. The sensitivity analysis is
based on the assumption that the relevant market prices had increased/decreased by 10 per cent with all other
variables held constant.

Impact on Post-Tax Profit

30 June 2008 30 June 2007
Favourable/(Unfavourabie) $000 $000
Electricity Forward Price
+10% 8,776 (107)
-10%. (3,774) 94
pact on Equity
Electricity Forward Price
+10% 1,393 (21,214)
-10% 4,676 21,214

Post-tax profit for the period would increase/decrease as a result of Contact Energy's risk management policy
requiring hedging of less than 100 per cent of forecast future sales of electricity and some derivative instruments
that are valid economic hedges of these electricity price risks not achieving hedge accounting under NZIAS 39
requirements. Other components of equity would increase/decrease as a result of the hedging instruments that do
qualify for cash flow hedge accounting under NZIAS 39.

(b) Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss
to Contact Energy. Contact Energy is exposed to credit risk in the normal course of business arising from
receivables, the purchase of commercial paper and transactions with financial institutions.

The Board has approved a policy of only dealing with credit-worthy counterparties and obtaining sufficient
collateral, where appropriate, as a means of mitigating the risk of financial loss from defaults. Contact Energy
minimises its exposure to credit risk of receivables through the adoption of counterparty credit limits. Derivative
counterparties and cash transactions are limited to high-credit-quality financial institutions and other organisations
in the relevant industry. Contact Energy's exposure and the credit ratings of its counterparties are continuously
monitored, and the aggregate value of transactions concluded are spread amongst approved counterparties.
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The carrying amounts of financial assets recognised in the Balance Sheet best represents Contact Energy's
maximum exposure to credit risk at the balance sheet date without taking account of the value of any collateral
obtained.

Contact Energy does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. Concentration of credit risk with respect to receivables is limited due
to Contact Energy's large customer base in a diverse range of industries throughout New Zealand. Contact
Energy has no significant concentration of credit risk with any one financial institution.

(c) Liquidity Risk
Contact Energy's ability to attract cost-effective funding is largely driven by its credit standing.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit facilities and the spreading of debt maturities.

Liquidity risk is monitored by continuously forecasting actual cash flows and matching the maturity profiles of
financial assets and liabilities.

(d) Interest Rate Risk (Cash Flow and Fair Value)

Contact Energy's income and operating cash flows are substantially independent of changes in market interest
rates. Contact Energy is primarily exposed to interest rate risk as a result of issuing term Borrowings at fixed
interest rates. Borrowings issued at fixed rates expose Contact Energy to fair value interest rate risk. As the
majority of Contact Energy's Borrowings are issued in foreign currency, Contact Energy manages the combined
interest and foreign currency risk by entering into Cross Currency Interest Rate Swaps to convert the proceeds
into a floating rate New Zealand dollar exposure. New Zeatand dollar Interest Rate Swaps are used to convert
floating rate exposure into fixed rate exposure.

Cross Currency Interest Rate Swaps

The aggregate notional principal amounts of the outstanding Cross Currency Interest Rate Swap contracts at 31
December 2008 were $747.5 million (June 2008: $747.5 million, June 2007: $1,025.3 million). The Cross
Currency Interest Rate Swaps have been split into two components for the purposes of hedge designation. The
hedge of the benchmark interest rate is designated as a fair value hedge, and the hedge of the issuance margin is
designated as a cash flow hedge.

The hedged anticipated interest payments are expected to occur at various dates between one month to ten
years (June 2008: ten years, June 2007: eleven years) from the balance sheet date as a result of the maturities of
the underlying Borrowings.

Interest Rate Swaps

The aggregate notional principal amounts of the outstanding Interest Rate Swap contracts at 31 December 2008
were $1,041.0 million (June 2008: $1,041.0 million, June 2007: $1,111.0 million) including $395.0 million of
forward starting swaps (June 2008: $360.0 million, June 2007: $310.0 million).

The hedged anticipated interest payment transactions are expected to occur at various dates between one month
to ten years (June 2008: ten years, June 2007: eleven years) from the balance sheet date as a result of the
maturities of the underlying Borrowings. Gains and losses recognised in the Income Statement on Interest Rate
Swap contracts as of 31 December 2008 will be continuously realised in the Income Statement in each period in
which interest payments are recognised in the Income Statement until the maturities of the underlying Borrowings.

Sensitivity Analysis

At 31 December 2008, if interest rates at that date had been 100 basis points higher/lower with all other variables
held constant, post-tax profit for the period would have been $19.6 million higher/lower (June 2008: $13.6 million,
June 2007: $13.0 million). This is mainly as a result of the fair value change in Interest Rate Swaps, which are
valid economic hedges but which do not qualify for hedge accounting under NZIAS 39. There would be no effect
on other components of equity.

Contractual Maturities of Financial Liabilities and Derivative Financial Instruments

The amounts disclosed are the contracted undiscounted cash flows, except for the Derivative Financial
Instruments which are the undiscounted settlements expected under the contracts. Balances due within twelve
months equal their carrying value as the impact of discounting is not significant. As the amounts presented are
contracted undiscounted cash flows the totals will not reconcile with the Balance Sheet.
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31 December 2008
Outflow / (Inflow)

Payables and Accruals

Borrowings

Finance Lease Liabilities

Net Settled Derivative Financial Instruments:
Electricity Price Hedges

Interest Rate Swaps

Gross Settled Denivative Financial Instruments:
Forward Exchange Contracts

-inflow
-Outflow
Cross Currency Interest Rate Swaps
-Inflow
-Outflow
Total
30 June 2008 Contractual Less than More than
Outflow / (Inflow) Cash Flows 1 year 1-2 years 2-5 years 5 years
Note $000 $000 $000 $000 $000
Payables and Accruals 26 522,949 5-2'2,949 - - -
Borrowings 24 866,349 162,301 148,700 174,179 381,169
Finance Lease Liabilities 24 1,382 742 535 105 -
Net Settled Derivative Financial Instruments: 25
Electricity Price Hedges 90,677 31,038 76,635 (16,996) -
Interest Rate Swaps (177,151) (28,484) (38,581) (65,845) (44,241)
Gross Settled Derivative Financial Instruments: 25
Forward Exchange Contracts
-inflow (225,920) (187,819) (36,421) (1,680) -
-Outflow 226,293 185,721 38,739 1,833 -
Cross Currency Interest Rate Swaps
-Inflow (734,669) (30,621) (148,700) (174,179) (381,169)
-Qutflow 767,578 20,051 160,228 135,202 452,097
Total
30 June 2007 Contractual Less than More than
Outflow / (Inflow) Cash Flows 1 year 1-2 years 2-5 years 5 years
Note $000 $000 $000 $000 $000
Payables and Accruals 26 268,351 268,351 - - -
Borrowings 24 906,344 232,126 27,603 188,723 457,892
Finance Lease Liabilities 24 1,279 534 486 259 -
Net Settled Derivative Financial Instruments: 25
Electricity Price Hedges (19,443) (169) 4,197) (15,077) -
Interest Rate Swaps (150,250) (30,317) (39,059) (59,195) (21,679)
Gross Settled Derivative Financial Instruments: 25
Forward Exchange Contracts
-Inflow (92,191) (91,987) (204) - -
-Outflow 96,528 96,318 210 - -
Cross Currency Interest Rate Swaps
-Inflow (871,690) (227,419) (27,335) (187,917) (429,019)
-Outflow 1,047,785 300,258 - 160,228 587,299

Fair Values
The carrying amounts of financial assets and liabilities recorded in the financial statements approximate their fair
values.

Estimation of Fair Values
The fair values and net fair values of financial assets and liabilities are determined as follows:

- The fair value of financial assets and liabilities with standard terms and conditions and traded on active
liquid markets are determined with reference to quoted market prices.
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- The fair value of other financial assets and liabilities are calculated using market-quoted rates based on
discounted cash flow analysis.

- The fair value of Derivative Financial Instruments are calculaied using quoted prices. Where such prices
are not available, use is made of discounted cash flow analysis using the applicable yield curve or
available forward price data for the duration of the instruments.

Where the fair value of a Derivative Financial Instrument is calculated as the present value of the estimated future
cash flows of the instrument, the two key types of variables used by the valuation technique are:

- forward price curve (for the relevant underlying interest rates, foreign exchange rates or electricity prices).
- discount rates.

The selection of variables requires significant judgement and, therefore, there is a range of reasonably possible
assumptions in respect of these variables that could be used in estimating the fair value of these derivatives.

Maximum use is made of observable market data when selecting variables and developing assumptions for the
valuation techniques.

Financial Instruments by Category
The following tables provide an analysis of financial assets and financial liabilities by category.

31 December 2008

Assets

Cash and Short Term Deposits
Receivables and Prepayments
Derivative Financial Instruments
Total Financial Assets

Total Non-financial Assets
Total Assets

Liabilities

Borrowings

Derivative Financial Instruments
_Payables and Accruals
Total Financial Liabilities
Total Non-financial Liabiliti
Total Llabilitles

30 June 2008 Derlvatives Derivatives
F ial Desi das D d as
Held-to- Liabilities at Fair Value Cash Flow
Held for maturity Loans and Amortised Hedging Hedging
Trading In R Cost Instr Instr Total
Note $000 $000 $000 $000 $000 $000 $000
Assets
Cash and Short Term Deposits 15 - - - - - - -
Receivables and Prepayments 16 - - 488,987 - - - 488,987
Derivative Financial Instruments 25 24,285 - - - - 19,690 43,975
Total Financial Assets 24,285 - 488,987 - - 19,690 532,962
Total Non-financial Assets 4,636,423
Totat Assets 5,169,385
Liabilities
Borrowings 24 - - - 687,205 - - 687,205
Derivative Financial Instruments 25 1,901 - - - 191,255 118,274 311,430
Payables and Accruals 26 - - - 522,949 - - 522,949
Total Financial Llabllitles 1,901 - - 1,210,154 191,255 118,274 1,521,584
Total Non-financial Liabilities 769,689
Total Llabllities 2,291,273
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30 June 2007 Der Deri
F ial  Desi das Deslgnated as
Held-to- Llabllities at Falir Vatue Cash Flow
Held for maturity Loans and Amortised Hedging Hedging
Trading R al Cost Instr Instr Total
Note $000 $000 $000 $000 $000 $000 $000
Assets
Cash and Short Term Deposits 15 - 165,956 10,500 - - - 176,456
Receivables and Prepayments 16 - - 201,827 - - - 201,827
Derivative Financial | its 25 28,801 - - - - 17,736 46,537
Total Financial Assets 28,801 165,956 212,327 - - 17,736 424,820
Total Non-financial Assets 4,527,089
Total Assets 4,951,909
Liabilities
Borrowings 24 - - - 713,919 - - 713,919
Derivative Financial I s 25 269 - - - 315,572 13,567 329,408
Payables and Accruals 26 - - - 268,351 - - 268,351
Total Financlal Liabilities 269 - - 982,270 315,572 13,567 1,311,678
Total Non-financial Liabilities 772,479
Total Llabllities 2,084,157

Capital Risk Management Objectives

Contact Energy’s objectives when managing capital are to safeguard Contact Energy’s ability to continue as a
going concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders and

to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Board may adjust the amount of Dividends paid to

shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

Contact Energy monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by

total capital funding.

- Net debt is calculated as total Borrowings less Short Term Deposits. Total Borrowings are calculated using
a value of unsecured loans equivalent to the New Zealand dollar after the effect of foreign exchange

hedging of the Borrowings.

- Total capital funding is calculated as the Shareholders’ Equity, adjusted for the effect of the fair value of

financial instruments, plus net debt.

30 June 2008 30 June 2007
$000 $000
Net Debt
Current Borrowings (130,384) (3,625)
New Zealand Dollar Equivalent of Term Borrowings - Net of
Foreign Exchange Hedging (747,527) (1,025,305)
Other Non-current Borrowings (574) (717)
Cash and Short Term Deposits - 176,456
(878,485) (853,191)
Equity
Shareholder's Equity (2,878,112) (2,867,752)
Remove Net Effect of Fair Value of Financial Instruments
after Tax (51,037) 22,014
Adjusted Equity (2,929,149) (2,845,738)
Total Capital Funding (3.807,634) (3,698,929)
Gearing Ratio 23% 23%
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26 Payables and Accruals

30 June 2008 30 June 2007
- ___$000 $000
Electricity Purchases Accrual 205,756 43,521
Other Trade Payables and Accruals 235,608 159,005
Advances from Subsidiaries 55,741 42,148
Employee Benefits 17,897 14,111
Interest Payable 7.947 9,518
Other Payables - 48
Total Payables and Accruals 522,949 268,351

The purchase price that Contact Energy paid for electricity to supply its customers increased considerably in June
2008 as electricity purchase prices averaged $335.24 per megawatt hour in June 2008. Consequently the
Electricity Purchases Accrual is higher than at 31 December 2008 and 30 June 2007 when average electricity
purchase prices for the month were $30.34 and $73.35 per megawatt hour respectively.

27 Provisions

Balance at 1 July 2008

Provisions Made During the Period
Provisions Used During the Period
Provisions Reversed During the Period
Unwind of Discount Rate

Bal, at 31 December 2008

Current
Non-current

Refer to Note 4 for discussion on the provision for removal of asbestos at New Plymouth Power Station. Cash
outflows are principally expected to occur by 30 June 2009.

The Restoration and Environmental Rehabilitation provisions include estimates of future expenditures for the
abandonment and restoration of areas from which natural resources are extracted and the expected cost of
environmental rehabilitation of commercial sites that require remediation of conditions resulting from present
operations. Cash outflows are typically expected to coincide with the end of the useful life of the site.

Other provisions cover a range of commercial matters that are the subject of legal privilege and/or confidentiality
arrangements.

28 Deferred Tax

Recognised Deferred Tax Assets and Liabilities

Property, Plant and Equipment
Investment in Associate
Inventories

Employee Benefits

Provisions

Financial Instruments

Other

Total
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Balance Recognised in Recognised In Change in Balance

1 July 2007 Income Equity Tax Rate* 30 June 2008

$000 $000 $000 30_09 $000

Property, Plant and Equipment (748,815) (14,7115) - 1,853 (761,677)
Investment in Associate (174) - - - (174)
Inventories 1,614 321 - (176) 1,759
Employee Benefits 4,472 921 - (463) 4,930
Provisions 9,458 7,378 1,080 (986) 16,930
Financial Instruments : (9.803) 634 35,345 (3,323) 22,853

Other 175 (2,224) - 186 (1,863)
Total (743,073) (7,685) 36,425 (2,909) (717,242)
Balance Recognised in Recognised in Change in Balance

1 July 2006 Income Equity Tax Rate* 30 June 2007

- $000 $000 $000 $000 $000

Property, Plant and Equipment ** (692,839) 2,069 (132,36(T 74,315 (748,815)
Investment in Associate (174) - - - (174)
Inventories 2,214 (600) - - 1,614
Employee Benefits 2,919 1,583 - (30) 4,472
Provisions 10,091 (417) 491 (707) 9,458
Financial Instruments (319) (7,564) (2,958) 1,038 (9,803)

Other (172) 347 - - 175_
Total (678,280) (4,582) (134,827) 74,616 (743,073)

*  The Change in Tax Rate column reflects the net change in Deferred Tax as a result of the reduction in the corporate income
tax rate to 30 per cent enacted in May 2007 and effective for Contact Energy’s income tax year ending 30 June 2009. The
effect of the change was recognised in the Income Statement (June 2008: $0.5 million, June 2007: $7.1 million) and in
equity (June 2008: $3.4 million, June 2007: $81.7 million) and was consistent with the underlying items that give rise to the
Deferred Tax.

* Deferred Tax on the revaluation increment of Generation Property, Plant and Equipment as at 30 June 2007 recorded
against Asset Revaluation Reserve in equity. Refer to Note 12.

Contact Energy holds its Property, Plant and Equipment on capital account for income tax purposes. Where the
Generation Plant and Equipment and Generation Capital Work in Progress are revalued, and there is no similar
adjustment to the tax base, a taxable temporary difference is created that is recognised in Deferred Tax. The
Deferred Tax liability on these revaluations would not crystaflise under existing income tax legislation if the assets
were to be sold at the balance sheet date. At 31 December 2008, the amount of Deferred Tax relating to the
revaluation of Generation Plant and Equipment and Generation Capital Work in Progress was $549.0 million
(June 2008: $563.5 million, June 2007: $590.7 million).

Unrecognised Deferred Tax Assets and Liabilities
There are no unrecognised Deferred Tax Assets or Liabilities.

29 Commitments

Capital and Investment Commitments

30 June 2008 30 June 2007

$000 $000
Not Later than One Year 151,429 73,279
Later Than One Year and not Later Than Five Years 108,481 75,940
Later Than Five Years 3,814 2,097
Total Capltal and Investment Commitments 263,724 151,316

Operating Lease Commitments
The operating leases are of a rental nature and are on normal commercial terms and conditions. The majority of
the lease commitments are for building accommodation. The remainder relate to vehicles, plant and equipment.

30 June 2008 30 June 2007

$000 $000
Not Later than One Year 4,134 3,615
Later Than One Year and not Later Than Five Years 11,381 8,474

|ater Than