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Disclaimer

This presentation may contain projections or forward-looking statements regarding a
variety of items.  Such forward-looking statements are based upon current expectations
and involve risks and uncertainties.

Actual results may differ materially from those stated in any forward-looking statement
based on a number of factors and risks.

Although management may indicate and believe that the assumptions underlying the
forward-looking statements are reasonable, any of the assumptions could prove
inaccurate or incorrect and, therefore, there can be no assurance that the results
contemplated in the forward-looking statements will be realised.

Furthermore, while all reasonable care has been taken in compiling this presentation,
Contact accepts no responsibility for any errors or omissions.
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Technical Note

This result presents Contact’s first financial result since the adoption of New Zealand
equivalents of International Financial Reporting Standards (NZIFRS).

Contact implemented NZIFRS with effect from 1 July 2005.  Contact©s date of transition
to NZIFRS was 1 October 2004 and therefore only a three month comparative period
(1 October 2004 to 31 December 2004) is retrospectively restated in the statutory
financial statements in accordance with NZIFRS.

While NZIFRS comparators for the entire six month period ended 31 December 2004
are not available, information has been provided for the six month period ended to 31
December 2004 under previous NZ GAAP.  Key differences between previous NZ
GAAP and NZIFRS are highlighted where appropriate.
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Highlights for the Year
• EBITDA of $284.7m - up 14% on the same 6 month period last year.  Core earnings continue

to show the benefits of an integrated energy business model and a diverse asset base:

– Higher wholesale revenue due to increased volumes and higher prices

– Tariff increases to reflect the long term trend in fuel costs

– Offset by higher electricity purchase costs for retail

– Generation portfolio managing risks of outages and hydro inflows

• Net surplus of $146.6m strengthened by:

– Gain on disposal of subsidiaries (Valley Power - $33.4m)

– IFRS impacts including increase in fair value of derivatives ($4.8m pre tax)

• Solid progress on strategic development opportunities:

– Seismic survey completed on offshore Taranaki exploration permit

– Site selection studies for LNG importation terminal well advanced

– Solid progress on incremental generation investment (particularly geothermal)

– Long term generation options continue to be investigated

The interim result highlights the benefits of the integrated energy business model in
managing energy market risks...



5

Overview of Financials
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This is the first result reported under NZIFRS

• In the main, changes resulting from these new financial reporting standards

relate to the rules by which certain assets and liabilities are recognised:

– non amortisation of  goodwill, replacing this with an impairment test

– the change in calculation of deferred taxation

– the recognition at fair value of financial derivatives.

• These are changes in accounting definitions and will not change Contact’s
business strategy nor the way in which the business is managed on a day-to-

day to basis. Importantly, the cash flows generated by the Company are

unchanged as is the economic value in the business.

International Financial Reporting Standards



7

Financial Result Summary

…with the Profit growth supported by gain on disposals, and IFRS changes including a
reduction in the effective tax rate from 40% to 31%, EBITDA shows a clearer view of
underlying performance.

Note: Financial data for six months ended 31 Dec 2004 presented under NZ GAAP

6 Months 6 Months 
ended 31 Dec 05 ended 31 Dec 04

$m $m $m %

Revenue 1,127.1 832.2 294.9 35%
Operating Expenses (842.4) (581.5) (260.9) 45%
Operating Profit (EBITDA) 284.7 250.7 34.0 14%

Depreciation (67.7) (60.8) (6.9) 11%
Amortisation 0.0 (6.1) 6.1
Change in FV of Derivatives 4.8 0.0 4.8
Associates (0.5) 0.9 (1.4) -156%
Gain on Disposal of Subsidiaries 33.4 0.0 33.4
Profit Before Finance and Tax (EBIT) 254.7 184.7 70.0 38%

Interest (42.2) (44.6) 2.4 -5%
Tax Expense (65.9) (55.4) (10.5) 19%
Profit for Period 146.6 84.7 61.9 73%

Effective Tax Rate 31% 40%

Variance
2005 vs. 2004
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Disposal of Subsidiary (Valley Power)

Sale proceeds of NZ$70.5 million were received from the disposal of subsidiaries (Valley
Power).  Transaction gave rise to a gain on disposal of $33.4 million to the Group

NZIFRS 
GROUP

UNAUDITED
6 MONTHS

ENDED
 31 DEC 05

$m

Net Assets 1 29.2              
Fair value of derivative instrument net of deferred tax 8.2                
Total Net Assets disposed of 37.4              

Sales proceeds 70.5              

Gain on disposal of net assets 33.1              
Transfer foreign currency translation reserve on disposal of foreign subsidiary 0.3                
Total Gain on Disposal of Subsidiaries 33.4              

1 Prior to recognition of financial instruments in accordance with NZ IAS 39
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Taxation

• Contact’s effective tax rate for the
6 months to 31 December 2005
fell to 31%, compared with 40%
for the 6 month period ended 31
December 2004.

• Key reasons for the lower
effective tax rate were the change
to IFRS reporting and the sale of
Valley Power.

• With the adoption of NZIFRS on 1
July 2005, the calculation basis
for income tax expenses
changes.  The effective tax rate
reflected in the income statement
is likely to be between 33%-34%
on an annual basis excluding non
taxable items such as Valley
Power.

Contact’s effective tax rate in the six months ended 31 December 2005 was 31% as a
result of Valley Power and IFRS changes. Excluding the disposal of subsidiaries item the
effective tax rate for the whole year would have been between 33% and 34%
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Dividends

The Board has resolved to pay a fully imputed interim dividend of 10 cents per share for
the six months ended 31 December 2005.

• A 10 cent per share dividend will be paid
on 23 March 2006.

• Level of interim dividend reflects the
change earnings profile as a result of the
change in Balance Date from 31
September to 30 June.
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Retail
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Electricity Retail Revenue
• Gross retail electricity revenue was $550.9

million for the 6 months ended 31
December 2005 reflecting the increases in
retail tariffs over the last year.

• Retail electricity volumes were stable over
the two periods.

• The average price of electricity purchases
out of the wholesale market was $89.50
per MWh for the 6 month period ended 31
December 2005 compared with $35.08 per
MWh for the same period during the
previous year.

• Electricity retail price increases have
averaged around 4-5% over the last 6
months.

While gross retail electricity revenue was 4.6% higher on last year at $550.9m, retail
electricity purchase costs rose by 162% to $355.4m owing to higher wholesale electricity
prices.
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Gas Revenue

• Sales to wholesale gas customers
increased to $41.5 million for the 6
months to 31 December 2005 driven
by a 2.6 PJ increase in volumes.

• Gas sales to retail customers reduced
to $64.7 million for the 6 months
ended 31 December 2005 from $70.3
million for the 6 months ended 31
December 2004.

• Gas customer numbers fell a further
2,000 on the levels last quarter.  For
the end of the period this is 7,000
below customer numbers at the same
time last year.  This continues to
reflect the increased opportunity cost
of gas and high levels of competition.

…Sales to wholesale gas customers made a solid contribution to the result, whilst gas
sales to retail customers fell reflecting a loss of market share in this segment.
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Retail Operating Expenses

• Gas purchases and transmission costs
were $74.0 million for the 6 months to
31 December 2005, 3% higher than the
same period in the 2004 financial year.

• Electricity transmission and distribution
costs also increased marginally to
$194.3 million compared to $190.0
million for the comparable 6 month
period last financial year.

• Routine expenses for the 6 months
ended 31 December 2005 were $58.4
million compared to $66.5 million for
the previous corresponding period
which included expenses associated
with Australian retail operations that
were divested in that period.

Retail segment operating expenses fell marginally for the six months ended 31 December
2005. Increases in gas costs and electricity network costs were offset by a reduction in
routine expenditure

Retail Operating Expenses
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Change in Customer Numbers

Contact has consolidated its retail position, though gas customer numbers have continued
to decline reflecting the increased opportunity cost of gas and high levels of competition.
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Wholesale
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Wholesale Electricity Market

Spot prices in the six months to 31 December 2005 averaged $85.41/MWh, compared with
$34.59/MWh in the six months to 31 December 2004 primarily as a the result of lower
hydro inflows and storage levels.
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Current Storage Position

Since December national storage levels have increased to between 75% and 80% of
mean, however storage at the critical Waitaki catchment remains at between 55% and 60%
of mean which continues to exert upward pressure on electricity prices

Waitaki Daily Storage
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Contact Generation

Contact’s generation responded to higher wholesale prices, with significant increases in
thermal generation more than offsetting the reduction in hydro generation...

2004 
(6 months) 

2005 
(6 months) 

• Total generation was 5,591 GWh
for the six months ended 31
December 2005.

• An increase in thermal generation
by 1,172 GWh more than offset the
reduction in hydro inflows and
generation through the period.

• New Plymouth and TCC in
particular saw increases in
generation. OTB maintained output
across the two periods despite a
major maintenance outage.

• The increase in total generation
resulted in a hedge level for the
period ended 31 December 2005
of 85% (retail and hedge contracts
as a proportion of generation). The
hedge level in the corresponding
period in 2004 was 97%.
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Wholesale Electricity Revenue

• Wholesale electricity revenue rose to
$455.9 million for the six months to
31 December 2005.

• Average wholesale spot price
received for generation increased to
$81.70/MWh for the six months to 31
December 2005, compared with
$32.95/MWh for the previous
comparable six months.

• Generation volumes increased to
5,591 GWh for the six months ended
31 December 2005, compared with
5,027 GWh for the same period last
financial year.

…wholesale electricity revenues were higher than the previous comparable period -
reflecting higher wholesale electricity prices and higher levels of generation.
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Gas Use in Generation
• Gas use in generation was 60% higher

this period at 26.3 PJ.

• Higher generation gas usage in response
to lower levels of hydro generation and
higher wholesale prices.

• The increase in New Plymouth
generation relative to that from the
combined cycle plant at  Otahuhu B and
TCC also contributed to the increase.

• Total gas costs for generation increased
to $98.2 million for the six months ended
31 December 2005 compared with $58.6
million in the same period in 2004,
offsetting wholesale revenue.

• ROFR gas purchases to improve gas
book length will increase average gas
costs for the remainder of the financial
year.

Contact’s gas use for generation in the six months ended 31 December 2005 increased by
60% compared with the same period in 2004 due to a reduction in hydro inflows and
increased thermal generation.
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Fuel Developments
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Gas - Supply and Demand Outlook

New Zealand’s developed and committed gas supplies are running down.  Despite an
increase in exploration activity in the last 12 months, limited information has emerged on
new long term supply. This means…
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…the strategic imperatives remain strong for the Company to be engaged in indigenous
upstream developments and gas importation options

• Strategic drivers

– Contact continues to see gas fired generation as an essential part of New
Zealand’s energy future - last six months highlights the value of gas fired
generation in managing dry year conditions.

– Improved understanding of indigenous and imported supply options is being
obtained to better manage timing of gas contracting and generation investment
decisions.

• Indigenous gas

– Contact continues to examine upstream options although none to date have
met hurdle requirements.

– A seismic survey of Contact’s PEP38943 licence was completed in January
2006. Data analysis will be completed by mid 2006 and drilling is expected late
in 2007.

• Imported gas

– Favourable sites for LNG have been identified and technical investigations are
well advanced.

– Expect progress on LNG site selection and gas procurement over next six
months.

– Feasibility of CNG continues to be explored as an alternative option.
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The long term availability of additional gas from the Maui field remains a key uncertainty
for the medium term. Contact has purchased some ROFR gas to meet increased demand
for gas generation this year…..

• ROFR gas purchases at
current market prices have
enabled forward gas position
to remain largely unchanged
despite increased generation
demand this year.

• This profile is based on
current assumptions around
external gas sales and
internal generation
requirements and is subject
to change.

• The increased cost and lack
of effective flexibility in new
gas contracts remains a
challenge.

Contact Energy Gas Supply (@31 Dec 2005)
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‘04 ‘05 ‘06 ‘07 ‘08 ‘09 ‘10 ‘11

RMA process +1?

FEED

LNG Supply 

Site selection
studies

EPC

Consent studies
consultation

Construction – 3.5 years +1?

Site selection
1Qtr06

Feasibility
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Final investment 
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2008?
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Imported 
gas work programme

(Contact and Genesis)

….and is focussed on securing gas supply options for the medium to long term.

PEP38485 (Origin 33%)  - Studies   - Seismic                                - Drill

Beta (Contact 100%)  - Seismic          - Drill

Alpha (Pogo 100%)  - Seismic                                         - Drill

Blocks D&E (Origin 50%)   -Seismic                - Drill

PEP38481 (AWE 40%)                               - Drill

PEP38482 (AWE 40%)                                                        - Drill

Kaheru (Swift 50%)      - Seismic                      -  Drill

Kupe Extensions                                          - Drill?

Mangatoa (Origin 50%)    - Drill - Permit Surrendered

- Mighty River Power Farmed in

Indigenous
 market wide gas 
work programme
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Generation Development
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The long term maintenance outage for the Otahuhu B CCGT in Auckland was completed
successfully with capacity enhancements above expectations

• Outage successfully completed 5

days earlier than scheduled.

• No Loss Time Injuries.

• Approximately 20 MW of additional

capacity added compared to target

of 12 MW.

• Improved flexibility - turndown to

minimum load of approximately 210

MW achieved compared with 240

MW pre-outage.

Photo: Otahuhu B
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GWh of New Renewables
(5 year moving average)
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• Thermal and geothermal generation will continue to play an important
role in providing balance to the system for dry and/or non-windy periods,

and provide cost effective energy to meet demand growth.

• Wind may offer attractive niche opportunities at the right locations.

Generation market has altered in the last 2 years as price signals have driven investment
in previously uneconomic generation alternatives...
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 to meet 2% 

demand growth
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Subject to confirmation of resource potential, and consents, investment in geothermal
development presents significant value opportunity given higher electricity prices

Capacity added
MW
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Regulation
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Transmission Regulatory Issues

• Forthcoming EC decision on whether to approve the Auckland 400kV project or

some alternative:

– We have been concerned to-date over the extent of differences between

the EC and Transpower regarding the timing of the need for investment.

• Commerce Commission control of Transpower’s pricing:

– Lines companies have already announced they will pass price increases

through to customers from 1 April 2006.

Regulatory issues continue to create an uncertain environment for generation investment.
Transmission issues in particular have implications for generation location decisions and
retail pricing
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Other Regulatory Issues

• Commerce Commission is reviewing competition in the generation and retail
markets, and the Electricity Commission’s plans to examine market design.

• Expect both reviews will show the New Zealand electricity market to be
fundamentally sound, plus identify some opportunities for further improvements
in market design to deal with:

– regional price risk management; and

– the challenges associated with large amounts of wind penetration

• Climate change policy and in particular the carbon tax is under review. Contact
hopes that the review will deliver sound and durable measures to reflect the
climate cost of energy sector activities:

– Investors need reasonable certainty that policy will follow a consistent path
with regards to reflecting the cost of carbon, otherwise the uncertainty may
delay needed investment which threatens both price and security.

Concerns with respect to the effectiveness of competition and the current climate change
policy review are also creating an uncertain playing field for investment
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Ends


