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Introduction

» Climate change is one of the major challenges of our time
e A price on emissions is inevitable
» Businesses that best adapt to a carbon constrained world will prevail

» Contact sees opportunities in responding to climate change with significant prospects for
growth

» Over the last 18 months Contact has reoriented its strategy towards contributing to the
reduction of New Zealand’s emissions while maintaining a clear focus on increasing
shareholder value

© Contact Energy Limited | 4 June 2008 Opportunities and solutions: how New Zealand businesses are making a difference | 2



Contact’s response to climate change

* Generates 25 — 30% of New Zealand’s electricity from hydro, gas, geothermal — 50% of
Contact’s portfolio is renewable

» Contact had previously viewed additional gas-fired generation as the next likely increment
of new generation

 However, anticipating a price on carbon, a new approach was developed:
— development of a fully consented 400 MW gas-fired site in Auckland was put on hold

— a $2.5b investment programme in renewables was developed — these as well as
Contact’s other portfolio options will result in ~67% of Contact’s generation coming
from renewable sources by 2025

— Strategy contributes to a cut in emissions from generation by 50% or more by 2025
Has been welcomed by customers, shareholders, staff, politicians
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Contact’s shareholders welcomed the strategy

» Strongest endorsement for a renewable strategy has come from shareholders

» Since the announcement on 22 February 2007 Contact has consistently outperformed the
NZX50

Announcement of $2bn
renewables programme
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One view of a possible renewable future

Supply vs Demand: Mean Year Energy
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Changes in fuel economics

» The relative economics of different fuel types, adjusted for the cost of emissions, will drive
investment decisions

* Over the last 12 — 18 months rising natural gas prices and the prospect of carbon price on
emissions, have resulted in renewables becoming increasingly competitive

* With uncertainty over the price and availability of gas in the longer term, renewables
represent the most cost effective long-term source of new generation

Relative Costs of Generation
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Geothermal: The ultimate renewable

» Cornerstone to high renewable future
e Only genuine baseload renewable

e Contact will more than double its
geothermal capacity

e Contact’s geothermal plans:

— 240 MW Te Mihi project (consents
lodged, called in, construction
contracts being negotiated)

— 23 MW Tauhara Phase 1 (Tauhara
Binary) (site preparations / tendering)

~ 240 MW TauharaPhase2
(consents to be filed this yearkontact
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Harnessing our wind resources

* A high renewables future will require significant increases in wind generation
« Contact’s wind plans:
— 550 MW Hauauru ma raki wind farm on Waikato farmland
— Other wind sites in the North and South Islands
» Synergies with hydro can see water stored and used more effectively
» Fast-start peaking capacity will service as additional firming
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Large-scale hydro will become increasingly competitive

 Hydro has been the centerpiece of NZ's energy supply for decades
— Resulted in a long-term source of competitive advantage for the country
« Large hydro projects will have to be developed in the future

— These will be controversial and will require support from central and local government,
and regulatory agencies

— Contact is investigating new hydro options
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Conclusion

* While trying to halt climate change is the ‘right’ thing to do, it's also smart business
« Customers, markets and the public are increasingly rewarding proactive businesses
* And increasingly, factoring the climate into business strategy makes economic sense

* For NZ, a high-renewables future will be very visible — wind farms, hydro dams and
electricity infrastructure

— As a country we all have to accept that there are impacts with trying to combat climate
change

 Demand side management will have a vital role to play

« A partnership approach is required if we are to meet this target between industry,
government, regulatory and consenting authorities and our customers and communities
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