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Disclaimer

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

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

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

Furthermore, while all reasonable care has been tak en in compiling this presentation, Contact 
accepts no responsibility for any errors or omissio ns.
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Snapshot of Contact Energy

• 630,000 customers (electricity, gas, LPG)

• 28% of NZ’s generation from 9 power stations

– 50% natural gas

– 35% hydro

– 15% geothermal

• 27% share of the electricity retail market

• 40% of the gas retail market

• 50% of the LPG market

Contact Revenue and Earnings Growth Since Listing
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The sector is dominated by integrated 
generator / retailers

• A high level of integration between 
generation and retail customer bases

• Three of Contact’s competitors are state 
owned

• Contact is the only generator/retailer with 
access to LPG as well as natural gas
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Meridian 
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River 
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Contact 
Energy TrustPower

2,597MW 
(hydro, wind)

1,297MW 
(hydro, gas, 
geothermal)

2,000 MW 
(coal, hydro, 
gas, wind)

1,885MW 
(hydro, gas, 
geothermal)

590MW 
(hydro, wind)
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340,000
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29,000
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576,000

Gas cust
134,000

Elec cust
513,000

Gas cust
75,000
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46,000

Elec cust
219,000

Government 
owned
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Electricity demand

• Electricity demand has been growing at ~2% 
p.a. over the last 10 years

• Residential demand has grown despite price 
increases which have averaged 4.5% p.a. over 
the last 10 years

• Demand side is expected to absorb the 
moderate effects of carbon pricing without 
material demand destruction

• The effects of energy efficiency are more 
difficult to predict although the prevailing view 
is that domestic consumers will reallocate 
savings into alternative forms of consumption
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Electricity supply

• Wind generation, although well suited to 
NZ conditions, has execution risks 
(public opposition, Maori interests, 
capital cost pressures)

• However, additional wind will be built 
over the next 5 years which will increase 
volatility

• Contact’s wind generation sites are well 
located in terms of proximity to demand 
(North Island) and consentability



7

Summary of financial results for the six months 
ended 31 Dec 2007

• Pleasing financial performance in challenging condi tions:

– EBITDAF: $281.9m (2% higher than the prior corresponding period)

– Underlying earnings: $116.1m (1% lower than the prior period)

• Key drivers: 

– Operating revenue (net of electricity purchases) increased by $129.0m (17%)

• $71.5m due to the addition of Rockgas

• $43.2m increase in electricity revenue, driven by a 12% increase in retail electricity 

revenue and an increase in generation volume of 277GWh (5%)

– Operating expenses (excluding electricity purchases) increased by $122.5m (25%)

• $65.0m due to the addition of Rockgas

• $44.7m due to increased gas costs (including transmission)

– Depreciation increased by $5.1m (7%) increase in due to the inclusion of Rockgas, the 

depreciation associated with geothermal capital expenditure, and the effects of the revaluation

– Net interest expense increased by $3.3m (10%) in due to an 11% increase in average net debt

– A lower effective tax rate of 28.7% as a result of the non-taxable gain on sale of Mokai assets
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Energy and climate change policy

• During the half year, legislation was introduced to  give effect to the Government’s climate 
change and energy policies

• Two major planks of Government policy:

– NZ Energy Strategy – 90% renewable energy by 2025

– Economy-wide Emissions Trading Scheme that sets a market price for carbon

• Electricity will be covered from 1 January 2010

• Legislation is expected to be passed in calendar 2008

• Sets market price with international linkage

• No grandfathering for existing thermals

• The Government is proposing a 10-year moratorium on  new base load thermal stations to 
facilitate achieving 90% renewable target with some  exceptions:

– security of supply

– non “base-load” plants

– replacement of retired plant

• The policy environment provides an opportunity to l everage renewable options combined 
with flexible thermal projects
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Progress on Strategic Initiatives

• Policy initiatives have placed renewable generation  at centre stage

– NZ Energy Strategy – targets 90% renewable energy by 2025

– Economy-wide Emissions Trading Scheme – all gases, all sectors

• Contact has a unique set of options which can be le veraged in this environment 

– Geothermal generation: 500 MW of new geothermal generation in various stages of development 

• Stage 1: 225 MW Te Mihi project - construction commencing late 2008

• Stage 2: 245 MW Tauhara project - first 20 MW in construction 2008, remaining 225 MW in 

construction late 2009 

– Wind generation: 550 MW located on the Waikato coastline – from 2011

– Hydro generation: 17 MW Hawea Gates project in construction from 2009. New large-scale hydro 

projects in development
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Gas-fired generation will have a significant role

• Contact has leading gas-fired options

– Gas-fired peaking plant: Up to 300 MW

• First phase 2 x 100 MW units to be constructed adjacent to Contact’s CCGT at Stratford, 
Taranaki

• In construction in 2008 and in operation by Winter 2010

– Baseload CCGT: Existing consented sites for up to 800 MW which can be developed

• if renewables cannot be delivered in time

– Development of gas storage through Contact/Origin’s acquisition of Swift Energy’s NZ assets

• Gas storage will address the loss of thermal flexibility and maximise the value from 
increasing volatility in the electricity market. 

• Contact’s gas storage facility is expected to be in operation in 2010
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Supply vs Demand: Mean Year Energy
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Note: one possible scenario only. 

Supply vs Demand: Mean Year Energy
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Geothermal: The ultimate renewable

• Cornerstone to the 90% renewables target

• Only genuine baseload renewable

• Favourable economics 

• Contact’s geothermal plans: 
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Harnessing NZ’s wind resources

• The 90% target will require significant increases i n wind generation

• Contact’s wind plans: 

• 550 MW Hauauru ma raki wind farm on Waikato farmlan d

• Other wind sites in the North and South Islands

• Wholesale price path will trend toward a wind LRMC ($85 – 100 / MWh)

• Synergies with hydro can see water stored and used more effectively 

• Will need fast-start peaking capacity as additional  firming
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Gas supply and demand

• Over the next 3 years, the gas market may see perio ds of over supply with limited paths to 
market for excess gas

• Methanex is the major source of incremental demand in the New Zealand market and its 
Waitara plant is fully contracted to April 2008 wit h suggestions that Methanex is close to 
extending its arrangements which will soak up most of the short term excess

• Beyond 2010 the key issues for the gas market are t he impact on demand of the 
construction of renewable generation and whether su pply can be extended beyond 2015

Note: the petrochemical 
potential demand is based on 
operation of the Waitara valley 
methanol plant; the Motonui
plant would add approx. 
50PJ/a additional demand

NZ Gas Supply/Demand Potential  - PUBLIC DATA JAN 2 008
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Gas supply is increasingly inflexible

• Contact‘s average gas cost including transmission h as risen from $3.70/GJ in FY 03 to 
around $5.02/GJ in FY 07 (an average of 9% p.a.)

• Gas prices per GJ are expected to increase about 20 % per annum over the next couple of 
years

• Medium to long term gas supply contracts are increa singly less flexible as the end of Maui 
367 gas approaches in June 2009

• This is likely to result in excess gas at 
times of high hydro and low demand

• Contact’s recently announced intention to 
develop a gas storage project will assist in 
managing this issue as well as the 
increasing volatility which will arise from 
increased wind generation
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Future gas supply

• It seems likely that gas can be secured at least to  2015 

• Contact is currently considering its strategy for s ecuring further supply.  Key factors in 
determining the optimal timing will be:

– Assessing the impact on gas demand of alternative generation sources (wind, 
geothermal)

– Ensuring that gas supply meets the demands of the generation market (less base load 
and more intermittent or peak use)

Gas Take

0

10

20

30

40

50

60

70

80

2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15

P
Js

 T
ak

en

Shell GSA2

Turangi

OMV
(Pohokura)

ROFR P50

ROFR P85

Maui

Base
Demand



18

Long-term gas supply

• Given the domestic position seems assured only till  2015 at the most, it remains 
prudent to maintain an LNG backstop

• Should LNG be required over the longer term Contact ’s ability to manage the supply 
logistics will be enhanced by the availability of g as storage

• Gasbridge is a joint venture with Genesis Energy.  N o decision has been made to 
invest in this project beyond progressing a resourc e consent
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Prices are expected to rise

• The policy environment is clearly guiding investmen t toward renewables

• To realise the policy goals, wholesale prices are e xpected to trend toward the LRMC of wind

• $85 -100 / MWh

• Resulting in continued upward pressure on retail pr ices
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Capital expenditure 

• The future capex profile now includes about $2 bill ion in renewable investment as well as 
investments in gas peaking capacity and gas storage

Capital and Investment Expenditure
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Outlook

• Government policies 

– supports the development of renewables 

• Reserve margins are currently tight and are expecte d to remain so over the medium term

– Contact’s geothermal and gas-fired peaking projects are well placed

– Wind will continue to increase its penetration

• Wholesale prices are expected to trend toward the l ong-run marginal cost of wind

– Continuing the upward pressure on retail prices




