


Snowy Hydro Limited

INCOME STATEMENT
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

Consolidated Snowy Hydro
Period Period Period Period
ended ended ended ended
4 July 2009 28 June 2008 4 July 2009 28 June 2008
Notes $000 $000 $000 $000
Revenue 711,016 651,779 495,010 488,316
Other Income 4,412 4,928 9,934 40,846
Direct costs of Revenue (208,191) (206,795) (55,563) (88,776)
Consumables and supplies (47,464) (44,989) (46,145) (43,680)
Employee benefits expense (85,212) (76,055) (66,847) (59,960)
Depreciation and amortisation expense (56,529) (54,267) (46,917) (44,954)
Borrowing costs (40,046) (56,785) (40,045) (56,785)
Other expenses from ordinary activities (30,204) (25,512) (16,347) (15,477)
Profit before movements in fair value 247,782 192,304 233,080 219,530
Movements in fair value of derivatives 1(3i) 52,327 (61,414) 205,788 (185,436)
Profit before income tax expense 300,109 130,890 438,868 34,094
Income tax (expense) benefit 3 (88,175) (34,951) (130,908) 538

Profit attributable to members of the

parent entity 2 211,934 95,939 307,960 34,632

STATEMENT OF RECOGNISED INCOME AND EXPENSE
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

Consolidated Snowy Hydro
Period Period Period Period
ended ended ended ended
4 July 28 June 4 July 28 June
2009 2008 2009 2008
Notes $000 $000 $000 $000
Cash flow hedges
(Losses) Gains taken to equity (79) 1,673 (79) 1,673
Initial position transferred to income statement - (35) - (35)
Income tax effect 24 (491) 24 (491)
Net (expense) income recognised directly in
equity (55) 1,147 (55) 1,147
Profit for the period 211,934 95,939 307,960 34,632
Total recognised income and expense for the
period attributable to members of the
parent entity 211,879 97,086 307,905 35,779

Notes to the financial statements are on pages 15 to 52.
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Snowy Hydro Limited

BALANCE SHEET
As at 4 July 2009

Consolidated Snowy Hydro
As at As at As at As at
4 July 2009 28 June 2008 4 July 2009 28 June 2008
Notes $000 $000 $000 $000
Current Assets
Cash and cash equivalents 43,309 15,032 42,515 14,604
Receivables 6 93,719 91,992 45,099 48,719
Inventories 7 10,444 9,579 10,444 9,579
Other financial assets 8 81,844 70,992 97,065 71,003
Tax assets 3 - 10,420 - 10,420
Other 9 12,830 17,901 12,389 17,530
Total Current Assets 242,146 215,916 207,512 171,855
Non current Assets
Other financial assets 10 - - 270,911 296,942
Deferred tax assets 3 287,270 322,661 286,851 362,881
Goodwill 11 79,312 79,312 - -
Property, plant & equipment 12 1,778,846 1,777,897 1,646,088 1.638.241
Total Non Current Assets 2,145,428 2,179,870 2,203,850 2,298,064
Total Assets 2,387,574 2,395,786 2,411,362 2,469,919
Current Liabilities
Payables 13 50,258 38,568 28,003 20,093
Tax payable 3 19,326 - 19,326 -
Provisions 14 24,862 23,250 24,023 22,724
Interest bearing liabilities 15 277,000 - 277,000 -
Other financial liabilities 16 252,067 278,262 242,122 410,528
Total Current Liabilities 623,513 340,080 590,474 453,345
Non Current Liabilities
Trade and other payables 17 - 203 - 203
Interest bearing liabilities 18 219,686 663,163 219,686 663,163
Provisions 19 2,529 2,428 2,462 2,428
Total Non Current Liabilities 222,215 665,794 222,148 665,794
Total Liabilities 845,728 1,005,874 812,622 1,119,139
Net Assets 1,541,846 1,389,912 1,598,740 1,350,780
Equity
Issued capital 21 816,084 816,084 816,084 816,084
Reserves 22 1,079 1,134 1,079 1,134
Retained profits 23 724,683 572,694 781,577 533,562
Total Equity 1,541,846 1,389,912 1,598,740 1,350,780

Notes to the financial statements are included on pages 15 to 52.
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Snowy Hydro Limited

STATEMENT OF CASH FLOWS

FOR THE REPORTING PERIOD ENDED 4 JULY 2009

Cash Flows from Operating Activities
Receipts from customers

Payments to suppliers & employees
Interest received

Interest and other costs of finance paid
Income tax paid

Net Cash provided by Operating
Activities

Cash Flows from Investing Activities
Payments for property, plant & equipment

Proceeds from sale of property, plant &
equipment

Net Cash Used in Investing Activities
Cash Flows from Financing Activities
Repayment of borrowings

Loan payment from related party/
controlled entity

Payment of debt issue costs
Dividends paid
Net Cash Used in Financing Activities

Net Increase in cash and cash
equivalents

Cash and cash equivalents at Beginning
of Period

Cash and cash equivalents at End of the
Period

Consolidated

Snowy Hydro

Period Period Period Period

ended ended ended ended

4 July 2009 28 June 2008 4 July 2009 28 June 2008

Notes $000 $000 $000 $000
798,017 762,361 567,965 546,365

(423,568) (469,917) (220,377) (302,408)

1,133 1,431 977 1,264

(37,852) (54,973) (37,851) (54,973)

(23,015) (31,998) (23,015) (31,998)

26 314,715 206,904 287,699 158,250
(58,386) (55,013) (55,673) (51,919)

648 337 648 337

(57,738) (54,676) (55,025) (51,582)

(168,000) (132,500) (168,000) (132,500)

- - 23,937 45,447

(700) (300) (700) (300)

24 (60,000) - (60,000) -
(228,700) (132,800) (204,763) (87,353)

28,277 19,428 27,911 19,315

15,032 (4,396) 14,604 (4,711)

43,309 15,032 42,515 14,604

Notes to the financial statements are included on pages 15 to 52.
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

Note Contents
1 Summary of accounting policies
2 Profit from operations
3 Income taxes
4 Key management personnel remuneration
5 Remuneration of auditors
6 Current trade and other receivables
7 Inventories
8 Other current financial assets
9 Other current assets
10 Other non current financial assets
11 Goodwiill
12 Property plant and equipment
13 Current trade and other payables
14 Current provisions
15 Current interest bearing liabilities
16 Current financial liabilities
17 Non current trade and other payables
18 Non current interest bearing liabilities
19 Non current provisions
20 Movement in provisions
21 Issued capital
22 Reserves
23 Retained earnings
24 Dividends
25 Commitments for expenditure
26 Notes to the cash flow statement
27 Goodwiill
28 Defined benefit superannuation plans
29 Contingent liabilities
30 Contingent asset
31 Controlled entities
32 Related party disclosures
33 Financial instruments
34 Subsequent events
35 Additional company information
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

1 Summary of Accounting Policies
Statement of Compliance

The financial report is a general purpose financial report which has been prepared in
accordance with the Corporations Act 2001, Accounting Standards and Interpretations, and
complies with other requirements of the law.

The financial report includes the separate financial statements of the Company and the
consolidated financial statements of the group.

Accounting Standards include Australian equivalents to International Financial Reporting
Standards (“AIFRS”). Compliance with AIFRS ensures that the financial statements and
notes of the Company and the consolidated entity comply with International Financial
Reporting Standards (“IFRS").

The financial statements were authorised for issue by the directors on 26 August 2009.
Basis of Preparation

The financial report has been prepared on the basis of historical cost, except for the
revaluation of financial instruments. Cost is based on the fair values of the consideration
given in exchange for assets. All amounts are presented in Australian dollars.

In the application of accounting policies, management is required to make judgments,
estimates and assumptions about the carrying values of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable under
the circumstance, the results of which form the basis of making the judgments. Actual
results may differ from these estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision affects only that period or in the period
of the revision and future periods if the revision affects both current and future periods.

Judgments made by management in the application of the accounting policies that have
significant effects on the financial statements and estimates with a significant risk of material
adjustments in the next year are disclosed, where applicable, in the relevant notes to the
financial statements. Accounting policies are selected and applied in a manner which
ensures that the resulting financial information satisfies the concepts of relevance and
reliability thereby ensuring that the substance of the underlying transactions or other events
is reported.

Adoption of new and Revised Accounting Standards

The consolidated entity has adopted all of the new and revised Standard and Interpretations
issued by the Australian Accounting Standards Board (“AASB”) that are relevant to its
operations and effective for the current annual reporting period. The adoption of these new
and revised Standards and Interpretations has not resulted in any material changes.

Accounting standards not yet effective

At the date of authorisation of the financial report the following Standards were in issue but
not yet effective:

AASB 3 “Business Combinations” Effective for annual reporting periods
beginning on or after 1 July 2009
AASB 101 “Presentation of Financial Effective for annual reporting periods
Statements” beginning on or after 1 January 2009
AASB 123 “Borrowing Costs” Effective for annual reporting periods

beginning on or after 1 January 2009
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

AASB 127 “Consolidated and Separate Effective for annual reporting periods
Financial Statements” beginning on or after 1 July 2009
The directors anticipate that, unless a material business combination is undertaken, the
adoption of these Standards in future periods will have no material financial impact on the
financial statements of the consolidated entity.

Reporting Period

Reporting period has the same meaning as financial year for the purposes of the
Corporations Act 2001 (Cwlth). The reporting period 2009 refers to 29 June 2008 to 4 July
2009. The reporting period 2008 refers to 1 July 2007 to 28 June 2008.

Significant Accounting Policies

The following significant accounting policies have been adopted in the preparation and
presentation of the financial report:

(@ Accounts Payable

Trade payables and other accounts payable are recognised when the consolidated entity
becomes obliged to make future payments resulting from the purchase of goods and
services.

(b) Acquisition of Assets

Assets acquired are recorded at the cost of acquisition, being the purchase consideration
determined as at the date of acquisition plus costs incidental to the acquisition.

(c) Borrowings

Borrowings are recorded initially at fair value, net of transaction costs. Subsequent to initial
recognition, borrowings are measured at amortised cost with any difference between the
initial recognised amount and the redemption value being recognised in income statement
over the period of the borrowing using the effective interest rate method. Borrowing costs
directly attributable to assets under construction are capitalised as part of those assets.

() Capitalisation
Expenditure is capitalised when it relates to:

e Acquisition and installation of a new unit of plant,
Replacement of a unit of plant or of a substantial part of a unit of plant,
e An addition or alteration to a unit of plant which results in a significant
improvement to its overall design or production capacity.

(e Comparative amounts

Where necessary to facilitate comparison, prior year figures have been adjusted to conform
with changes in presentation in the current financial year.

() Consolidation

The consolidated financial statements are prepared by combining the financial statements of
all the entities that comprise the consolidated entity, being the Company (the parent entity)
and its controlled entities as defined in Accounting Standard AASB 127 “Consolidated and
Separate Financial Statements”. A list of controlled entities appears in Note 31 to the
financial statements. Consistent accounting policies are employed in the preparation and
presentation of the consolidated financial statements.

The consolidated financial statements include the information and results of each controlled
entity from the date on which the Company obtains control and until such time as the
Company ceases to control such entity.
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

In preparing the consolidated financial statements, all intercompany balances and
transactions, and unrealised profits arising within the consolidated entity are eliminated in
full.

Where the cost of the acquisition exceeded the fair value of the identifiable assets, liabilities
and contingent liabilities, acquired goodwill has been recognised in the consolidated entity’s
balance sheet. On the acquisition of a business any excess of the fair value of assets and
liabilities acquired over the cost of acquisition has been recognised in the consolidated
entity’s income statement before interest and tax as a profit on acquisition.

(0)] Customer Acquisition Costs

Acquisition costs of retail electricity customers are expensed as incurred unless details of
customers and/or customer lists are purchased from a third party.

(h) Depreciation

Depreciation is provided on property, plant and equipment, including freehold buildings but
excluding land. Depreciation and amortisation rates and methods are reviewed at each
balance date and calculated on a straight line basis so as to write off the net cost or other
revalued amount of each asset over its expected useful life. Leasehold improvements are
depreciated over the period of the lease or estimated useful life, whichever is the shorter,
using the straight line method. The following estimated useful lives are used in the
calculation of depreciation:

. Buildings 10 - 50 years
° Leasehold improvements 4 years
. Infrastructure, plant and equipment
o Electronic & mechanical equipment 5-50 years
) Civil works 30 — 75 years
o Mobile plant 3 —20 years
. Operations software 5-8years
° Commercial software 3 years
(i Derivative Financial Instruments

Snowy Hydro enters into a variety of electricity price risk hedging contracts with participants
in the national electricity market, and gas price risk hedging contracts with participants in the
gas market. Derivative financial instruments are also entered into to manage exposure to
interest rate and foreign exchange risk, including forward foreign exchange contracts and
interest rate swaps.

Derivative financial instruments are initially recognised at fair value on the date the contract
is entered into and are subsequently adjusted to their fair value at each reporting date. The
resulting gain or loss is recognised in the income statement immediately unless the contract
is designated and effective as a hedging instrument, in which event the timing of the
recognition in the income statement depends on the nature of the hedge relationship.
Snowy Hydro designates certain derivative financial instruments as cash flow hedges (highly
probable forecast transactions).

Cash flow hedges entered into to manage interest rate and foreign exchange risk

The effective portion of changes in the fair value of derivatives that are designated and
gualify as cash flow hedges are deferred in equity. The gain or loss relating to the
ineffective portion of changes in the fair value of derivatives is recognised immediately in the
income statement.

Amounts deferred in equity are recognised in the income statement in the periods when the
hedged item is recognised in the income statement. However, when the underlying forecast
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

transaction that is hedged results in the recognition of a non-financial asset or a non-
financial liability, the gains and losses previously deferred in equity are transferred from
equity and included in the cost of the asset or liability recognised on the balance sheet.

Hedge accounting is discontinued when the hedging instrument expires or is sold,
terminated, or exercised, or no longer qualifies for hedge accounting. At that time, any
cumulative gain or loss deferred in equity on the instrument at that time remains in equity
and is recognised in the income statement when the underlying forecast transaction is
ultimately recognised in the income statement. When an underlying forecast transaction is
no longer expected to occur, the cumulative gain or loss that was deferred in equity on the
instrument is recognised immediately in the income statement.

Electricity and gas price risk hedging contracts

The prescriptive nature of AASB 139 precludes Snowy Hydro’s price risk hedging contracts
from being able to be designated and recognised as hedges. Consequently, all price risk
hedging contracts are deemed to be trading instruments. As such all movements in the fair
value of the price risk hedging contracts between reporting periods are recognised in the
income statement as “Movements in fair value of derivatives”. Financial assets or liabilities
held for trading are classified as a current asset or a current liability.

Further details of derivative financial instruments are disclosed in note 33 to the financial
statements.

Under the AIFRS first-time adoption rules, as at 3 July 2005 (the date of transition to AASB
139) the fair value of those electricity price risk hedging contracts previously classified as
hedges under AGAAP was recorded in reserves as if hedge accounting had been achieved.
The fair value of these electricity price risk hedging contracts have been recognised in the
income statement as the contract period unwinds.

M Employee Benefits

Benefits accruing to employees in respect of salaries, annual leave and long service leave
are recognised when it is probable that settlement will be required and they are capable of
being measured reliably. Severance benefits for employees are recognised where the
consolidated entity has a present obligation, the future sacrifice of economic benefits is
probable, and the amount of the provision can be measured reliably. Unpaid salaries are
measured as the amount at the reporting date at current pay rates.

Provisions made in respect of annual leave, long service leave, incentive payments and
severance benefits expected to be settled within 12 months, are measured at their nominal
values using the remuneration rate expected to apply at the time of settlement. Provisions
made in respect of long service leave and annual leave which are not expected to be settled
within 12 months are measured at the present value of the estimated future cash outflows to
be made by the consolidated entity in respect of services provided by employees up to
reporting date.

Employee entitlements that have vested including annual leave and long service leave
(where the employee has passed the required years of service) are presented as a current
provision. Sick leave is non-vesting and therefore the cost is expensed as incurred.

Snowy Hydro’s incentive payment schemes include certain components that are dependant
upon future results. Only those components of incentive payments that can be considered
probable of being settled, relate to past services and can be reliably measured are included
in the provision amount.

Employees of the Company are members of a variety of superannuation funds covering
both accumulation and defined benefit arrangements. The defined benefit funds are:
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

o Commonwealth Superannuation Scheme
e Public Sector Superannuation Scheme
e Energy Industries Superannuation Scheme

These plans are considered to be multi employer state plans under AASB 119 “Employee
Benefits” and therefore contributions made to these plans are expensed when incurred.

Contributions to defined contribution superannuation funds are expenses when incurred.

In all cases, the funds are complying funds and the level of support provided equals or
exceeds the minimum level of support required under the relevant legislation.

(k) Foreign Currency

All foreign currency transactions during the financial year are brought to account using the
exchange rate in effect at the date of the transaction unless they are transactions entered
into in order to hedge the purchase of specific goods and services. Foreign currency
monetary items at reporting date are translated at the exchange rate existing at that date.
Exchange differences are recognised in the income statement in the period in which they
arise except as follows:

In relation to highly probable forecast transactions (cash flow hedges):

o The effective portion of changes in fair value of derivatives are deferred in
equity. The gain or loss relating to the ineffective portion is recognised
immediately in profit or loss.

e Amounts deferred in equity are recognised in profit or loss in the periods when
the hedged items are recognised in profit or loss or if the forecast transaction is
in relation to the purchase of property plant and equipment will be recognised in
work-in-progress and capitalised when the asset commences production.

Hedge accounting is discontinued when the hedging instrument expires or is sold or no
longer qualifies for hedge accounting. Financial assets or liabilities relating to foreign
currency hedges are classified as current assets or current liabilities.

() Going Concern

These financial statements have been prepared on a going concern basis. The Directors
have reasonable grounds to believe that the Company will be able to pay its debts as and
when they become due and payable.

In the current year, current liabilities are greater than current assets mainly due to a portion
of interest-bearing debt falling due in February 2010 as disclosed in note 15 and because of
the effect of movements in fair value of financial derivatives as disclosed in note 16. Having
considered the expected future cashflow from operating activities, the ability of the
consolidated entity to draw upon existing financing facilities, and preliminary indications on
the likelihood of a successful refinancing of the debt maturing in 2010, the directors believe
that preparation of this financial report on a going concern basis is appropriate in the current
business environment.

(m) Goodwill

Goodwill represents the excess of the cost of acquisition over the fair value of the identifiable
assets, liabilities and contingent liabilities acquired. It is recognised as an asset and not
amortised, but tested for impairment annually and whenever there is an indication that the
goodwill may be impaired. Any impairment is recognised immediately in the income
statement and is not subsequently reversed.
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

(n) Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services
tax (“GST"), except:

e where the amount of GST incurred is not recoverable from the taxation authority,
it is recognised as part of the cost of acquisition of an asset or as part of an item
of expense; or

o for receivables and payables which are recognised inclusive of GST.

The net amount of GST payable to the taxation authority is included as part of receivables or
payables. Cash flows are included in the statement of cash flows on a gross basis. The
GST component of cash flows arising from investing and financing activities which is
recoverable from, or payable to, the taxation authority is classified as operating cash flows.

(0) Government Grants

Government grants are assistance by the government in the form of transfers of resources
to the consolidated entity in return for past or future compliance with certain conditions
relating to the operating activities of the entity. Government grants are not recognised until
there is reasonable assurance that the consolidated entity will comply with the conditions
attaching to them and the grants will be received. The grants are recognised as income
over the periods necessary to match them with the related costs which they are intended to
compensate.

(9] Impairment of Assets

At each reporting date, the consolidated entity reviews the carrying amounts of its tangible
and intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where
the asset does not generate cash flows that are independent from other assets, the
consolidated entity estimates the recoverable amount of the cash-generating unit to which
the asset belongs.

Recoverable amount is the higher of fair value less costs to sell, 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 which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than
its carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised in the income statement
immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but only to
the extent that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset (cash-
generating unit) in prior years. A reversal of an impairment loss is recognised in the income
statement immediately.

(o) Income Tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable
in respect of the taxable profit or tax loss for the period. It is calculated using tax rates and
tax laws that have been enacted or substantively enacted by reporting date. Current tax for
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid
(or refundable).

Deferred tax is accounted for using the comprehensive balance sheet liability method in
respect of temporary differences arising from differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax base of those
items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it is probable that sufficient taxable
amounts will be available against which deductible temporary differences or unused tax
losses can be utilised. However, deferred tax assets and liabilities are not recognised if the
temporary differences giving rise to them arise from the initial recognition of assets and
liabilities (other than as a result of a business combination) which affects neither taxable
income nor accounting profit. Furthermore, a deferred tax liability is not recognised in
relation to taxable temporary differences arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries except where Snowy Hydro is able to control the reversal of the
temporary differences and it is probable that the temporary differences will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences
associated with these investments are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the period(s) when the asset and liability giving rise to them are realised or settled based on
tax rates (and tax laws) that have been enacted or substantively enacted by the reporting
date. The measurement of deferred tax liabilities and assets reflects the tax consequences
that would follow from the manner in which the consolidated entity expects, at the reporting
date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the
same taxation authority and the consolidated entity intends to settle its current tax assets
and liabilities on a net basis.

Tax consolidation

The Company and all of its wholly-owned Australian resident entities are part of a tax
consolidated group under Australian taxation law. Snowy Hydro is the head entity in the tax-
consolidated group. Tax expense/income, deferred tax liabilities and deferred tax assets
arising from temporary differences of the members of the tax consolidated group are
recognised in the separate financial statements of the members of the tax-consolidated
group using the ‘stand alone taxpayer’ approach. Current tax liabilities and assets and
deferred tax assets arising from unused tax losses and tax credits of the members of the
tax-consolidated group are recognised by the Company (as head entity in the tax-
consolidated group). Due to the existence of a tax funding arrangement between the
entities in the tax consolidated group, amounts are recognised as payable to or receivable
by the Company and each member of the group in relation to the tax contribution amounts
paid or payable between the parent entity and the other members of the tax-consolidated
group in accordance with the arrangement.

(n Inventories

Inventories are valued at the lower of cost and net realisable value.
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

(s) Investments

Investments in controlled entities are recorded at cost in the parent entity financial
statements.

® Leased Assets

Operating lease payments are recognised as an expense on a basis which reflects the
pattern in which economic benefits from the leased asset are consumed.

(w Non Derivative Tradeable Assets

Non derivative tradeable assets, including Renewable Energy Certificates (“RECS”), NSW
Greenhouse Gas Abatement Certificates (“NGACs”) and GreenPower are instruments that
can be traded on an open market. Non derivative tradeable assets are recognised at fair
value in the balance sheet when it is probable that the economic benefits embodied in the
assets will eventuate and the assets possess a value that can be reliably measured. Non
derivative tradeable assets are recorded at their fair value based on market prices, with
gains and losses realised from the sale of non derivative tradeable assets and unrealised
fair value adjustments reflected in the income statement.

(v) Provisions

Provisions are recognised when the consolidated entity has a present obligation, the future
sacrifice of economic benefits is probable, and the amount of the provision can be measured
reliably.

The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at reporting date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the present value of those cash flows.

Present obligations arising under onerous contracts are recognised and measured as a
provision. An onerous contract is considered to exist where the entity has a contract under
which the unavoidable costs of meeting the obligations under the contract exceed the
economic benefits expected to be received under it.

(w) Receivables

Trade receivables and other receivables are recorded at amounts due less any allowance
for doubtful debts.

(x) Revenue Recognition
Sale of Goods

Revenue from the sale of goods is recognised when the consolidated entity has transferred
to the buyer the significant risks and rewards of ownership.

Electricity and related products

Revenue from sales of electricity generation on the spot market is recognised when the
generation is dispatched to the Australian Energy Market Operator Ltd (i.e. when control has
passed to the buyer).

Revenue from the sales of retail electricity is recognised with respect to any customer when
the customer has been assigned to the Company by the Australian Energy Market Operator
Ltd. The revenue recognised is based on estimated metered usage or actual metered
usage.

Interest

Interest revenue is recognised on an accrual basis.
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Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

Consolidated Snowy Hydro
Period ended Period ended Period ended Period ended
4 July 2009 28 June 2008 4 July 2009 28 June 2008
2  Profit from Operations $000 $000 $000 $000

(a) Revenue/Other Income
Revenue and other income from continuing operations includes the following items:

Revenue from the sale of goods 711,134 607,020 493,845 443,514

(Decrease) / Increase in non-

derivative tradeable assets (118) 570 1,165 613

Settlement of litigation - 44,189 - 44,189

Gain on forgiveness of debt by

controlled entity - - - 31,153

Intercompany management fee - - 5,996 5,186

Government grants received for

staff training - 31 - -

Government grants received for

renewable energy initiatives 1,512 1,260 1,512 1,260

Other 1,785 2,181 1,466 1,957

Interest income 1,116 1,456 960 1,290
715,429 656,707 504,944 529,162

In the 2008 reporting period Snowy Hydro settled two legal disputes which were disclosed as contingent assets in the
previous financial report. Both were included in Revenue as the amounts received were in compensation for revenue
foregone.

(o) Profit before income tax
Profit/ (loss) before income tax has been arrived at after crediting /(charging) the following gains and losses
from operations:
(Loss) /Gain on disposal of
property, plant and equipment (601) (75) (601) (75)

Change in fair value of derivatives
classified as trading through profit

or loss 52,327 (61,414) 205,788 (185,436)
Direct costs of revenue (208,191) (206,795) (55,563) (88,776)
Borrowing costs

Interest on loans (40,046) (56,785) (40,045) (56,785)
Bad and doubtful debts from sales (3,226) (1,804) - -

Depreciation and amortisation of
non-current assets (56,529) (54,267) (46,917) (44,954)

Operating lease rental expenses
Lease payments (3,031) (3,817) (2,220) (2,917)

Employee benefits expense

Defined contribution plans (3,302) (2,582) (2,195) (1,546)
Defined benefit plans (3,511) (3,676) (3,511) (3,676)
(6,813) (6,258) (5,706) (5,222)
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Consolidated

Snowy Hydro

Period ended

Period ended

Period ended

Period ended

4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
3 Income taxes
(@) Income tax recognised in profit
or loss
Current tax (expense) / income (53,586) (34,759) (55,943) (29,312)
Deferred tax (expense) /income
relating to the origination and
reversal of temporary differences (34,589) (192) (74,965) 29,850
Total tax (expense)/income (88,175) (34,951) (130,908) 538

(b)

(©)

The prima facie income tax expense on pre-tax accounting profit from operations reconciles to the income tax

expense in the financial statements as follows:

Profit from operations 300,109 130,890 438,868 34,094

Tax (expense)/income calculated at

30% (90,033) (39,267) (131,660) (10,228)

Prior year adjustments 2,168 4574 1,039 1,672

Non-deductible expenses (413) (262) (390) (255)

Depreciation adjustment on

property, plant & equipment 31 4 31 4

Effect of transactions within the tax-

consolidated group that are exempt

from taxation. - - - 9,345

Tax break investment allowance 72 - 72 -
(88,175) (34,951) (130,908) 538

The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian corporate
entities on taxable profits under Australian tax law. There has been no change in the corporate tax rate when

compared with the previous reporting period.

Current tax assets and liabilities

Income tax payable (receivable) is
attributable to:

Parent entity 21,420 (18,644) 21,420 (18,644)

Entities in the tax-consolidation

group (2,094) 8,224 (2,094) 8,224

19,326 (10,420) 19,326 (10,420)

Deferred tax balances

Deferred tax balances comprise of:

Tax losses 1,397 - - -

Temporary differences 285,873 322,661 286,851 362,881
287,270 322,661 286,851 362,881

Snowy Hydro and its wholly-owned Australian resident entities are eligible to consolidate for tax purposes and
elected to be taxed as a single entity from 1 July 2003. The head entity in the tax consolidated group for the
purposes of the tax consolidation system is Snowy Hydro Ltd. Entities within the tax consolidated group are

listed in note 31.

Entities in the group have entered into a tax funding arrangement with the head entity.
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3 (d) Income taxes (continued)

2008

Gross deferred tax liabilities
Property plant and equipment
Capitalised interest

Non derivative trading instruments
Other

Balance as at 28 June 2008
Gross deferred tax assets
Property plant and equipment
Provisions

Derivative financial instruments
Other

Balance as at 28 June 2008
2009

Gross deferred tax liabilities
Property plant and equipment
Capitalised interest

Non derivative trading instruments
Other

Balance as at 4 July 2009

Gross deferred tax assets
Property plant and equipment
Provisions

Derivative financial instruments
Unutilised tax losses

Other

Balance as at 4 July 2009

Consolidated

Opening Charged Charged to Closing
Balance to Income equity Other Balance
$000 $000 $000 $000 $000
7,056 - - (7,056) -
4,653 (1,045) - - 3,608
16,285 (6,590) - (2,810) 6,885
27,994 (7,635) - (9,866) 10,493
289,061 (19,734) - (7,056) 262,271
6,292 336 - 76 6,704
52,224 11,024 (491) - 62,757
876 546 - - 1,422
348,453 (7,828) (491) (6,980) 333,154
3,608 (429) - a7) 3,162
6,885 (917) - 7,249 13,217
10,493 (1,346) - 7,232 16,379
262,271 (18,437) - 181 244,015
6,704 336 - 75 7,115
62,757 (11,133) 24 - 51,648
- - - 1,397 1,397
1,422 (3,870) - 1,922 (526)
333,154 (33,104) 24 3,575 303,649
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3 (d) Income taxes (continued)

2008

Gross deferred tax liabilities
Property plant and equipment
Capitalised interest

Non derivative trading instruments
Other

Balance as at 28 June 2008
Gross deferred tax assets
Property plant and equipment
Provisions

Derivative financial instruments
Other

Balance as at 28 June 2008
2009

Gross deferred tax liabilities
Property plant and equipment
Capitalised interest

Non derivative trading instruments
Other

Balance as at 4 July 2009

Gross deferred tax assets
Property plant and equipment
Provisions

Derivative financial instruments
Other

Balance as at 4 July 2009

Snowy Hydro

Opening Charged Charged to Closing
Balance to Income equity Other Balance
$000 $000 $000 $000 $000
7,056 - - (7,056) -
4,653 (1,045) - - 3,608
1,201 (16) - - 1,185
12,910 (1,061) - (7,056) 4,793
289,682 (19,543) - (7,056) 263,083
6,047 321 - 74 6,442
48,381 47,501 (491) 1,342 96,733
874 542 - - 1,416
344,984 28,821 (491) (5,640) 367,674
3,608 (429) - a7) 3,162
1,185 (530) - 146 801
4,793 (959) - 129 3,963
263,083 (18,259) - - 244,824
6,442 4 75 6,521
96,733 (56,708) 24 - 40,049
1,416 (3,873) - 1,877 (580)
367,674 (78,836) 24 1,952 290,814

27



Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

Consolidated

Snowy Hydro

Period ended
4 July 2009

$

Period ended
28 June 2008

$

Period ended
4 July 2009

$

Period ended
28 June 2008

$

Key management personnel remuneration

The aggregate compensation of key management personnel of the consolidated entity and Snowy Hydro is set

out below:
Short-term employee benefits 8,676,667 7,808,656 8,133,929 7,444,481
Post-employment benefits 699,530 687,300 686,110 674,170
Other long-term employee benefits 380,888 1,092,741 229,742 1,033,298
9,757,085 9,588,697 9,049,781 9,151,949
Remuneration of auditors
Auditor of parent entity
Audit or review of the financial
report 308,625 319,023 303,375 309,048
Other non-audit services
Taxation services 101,661 200,843 101,661 200,843
Other non-audit services - 3,000 - 3,000
410,286 522,866 405,036 512,891

Consolidated

Snowy Hydro

As at As at As at As at
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
Current trade and other receivables
Trade receivables 91,147 89,987 41,431 46,414
Other receivables 3,673 2,310 3,673 2,310
Allowance for doubtful debts (1,101) (305) (5) (5)
93,719 91,992 45,099 48,719
Inventories
Inventories at cost 10,444 9,579 10,444 9,579
Other current financial assets
At fair value
Interest rate contracts 1,540 2,291 1,540 2,291
Option fee contracts 9,324 5,546 9,324 5,546
Electricity price risk hedging
contracts 70,980 62,556 70,980 62,556
Gas price risk hedging contracts - 599 - 599
Intercompany price risk hedging
contracts - - 15,221 11
81,844 70,992 97,065 71,003
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Consolidated Snowy Hydro
As at As at As at As at
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
9 Other current assets
Prepayments 2,233 5,874 1,792 5,503
Tradeable assets 10,597 12,027 10,597 12,027
12,830 17,901 12,389 17,530
10 Other non current financial assets
Loans to controlled entities - - 175,830 201,861
Investment in Red Energy - - 25 25
Investment in Valley Power - - 95,056 95,056
- - 270,911 296,942
11 Goodwill
Net book value
At the beginning of the financial
year 79,312 79,738 - -
Additional amounts recognised from
prior year business combinations - (426) - -
At the end of the financial year 79,312 79,312 - R

In the 2008 reporting period goodwill was adjusted for additional acquisition costs of Valley Power. Further
information about goodwill is provided in note 27.
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12 Property, plant and equipment

Gross carrying amount
Balance as at 1 July 2007
Transfer

Additions

Disposals

Balance as at 29 June 2008
Transfer

Additions

Disposals

Balance at 4 July 2009

Accumulated Depreciation
/Amortisation

Balance as at 1 July 2007
Disposals

Depreciation expense
Balance as at 29 June 2008
Disposals

Depreciation expense
Balance at 4 July 2009

Net Book Value
As at 28 June 2008
As at 4 July 2009

Gross carrying amount
Balance as at 1 July 2007
Transfers

Additions

Disposals

Balance as at 29 June 2008
Transfers

Additions

Disposals

Balance at 4 July 2009

Accumulated Depreciation
/Amortisation

Balance as at 1 July 2007
Disposals

Depreciation expense
Balance as at 29 June 2008
Disposals

Depreciation expense
Balance at 4 July 2009

Net Book Value
As at 28 June 2008
As at 4 July 2009

FOR THE REPORTING PERIOD ENDED 4 JULY 200¢

Consolidated

Freehold Leasehold Plant and
Land at Buildings Software Improvements Equipment Construction in
Cost at Cost  at Cost at Cost at Cost Progress Total
$000 $000 $000 $000 $000 $000 $000
22,775 33,235 24,193 1,845 1,872,612 30,946 1,985,606
- 52 - - 15 (67) -
3,188 6,586 4,136 111 21,737 17,789 53,547
- - - - (911) - (911)
25,963 39,873 28,329 1,956 1,893,453 48,668 2,038,242
(610) 501 - - 19 - -
19 589 2,232 11 34,508 21,365 58,724
(472) - (3,304) - (2,135) - (5,911)
24,900 41,053 27,257 1,967 1,925,845 70,033 2,091,055
- (4,713) (17,307) (769) (183,768) - (206,557)
- - - - 479 - 479
- (1,126)  (2,867) (376) (49,898) - (54,267)
- (5,839) (20,174) (1,145)  (233,187) - (260,345)
- - 3,303 - 1,362 - 4,665
- (1,242)  (3,177) (327) (51,783) - (56,529)
- (7,081) (20,048) (1,472) (283,608) - (312,209)
25,963 34,034 8,155 811 1,660,266 48,668 1,777,897
24,900 33,972 7,209 495 1,642,237 70,033 1,778,846
Snowy Hydro
Freehold Leasehold Plant and
Land at Buildings Software Improvements Equipment Construction in

Cost at Cost  at Cost at Cost at Cost Progress Total
$000 $000 $000 $000 $000 $000 $000
22,125 33,231 18,227 - 1,719,375 30,226 1,823,184
- - - - (67) (67)

3,188 6,586 1,509 - 21,266 17,908 50,457
- - - - (911) - (911)
25,313 39,817 19,736 - 1,739,730 48,067 1,872,663
(610) 501 - - 19 - -
19 589 159 - 33,655 21,588 56,010
(472) - (3,304) - (2,135) - (5,911)
24,250 40,997 16,591 - 1,771,269 69,655 1,922,762
- (4,712) (13,876) - (171,359) - (189,947)

- - - - 479 - 479
- (1,126)  (1,230) - (42,598) - (44,954)
- (5,838) (15,106) - (213,478) - (234,422)

- - 3,303 - 1,362 - 4,665
- (1,237)  (1,304) - (44,376) - (46,917)
- (7,075) (13,107) - (256,492) - (276,674)
25,313 33,979 4,630 - 1,526,252 48,067 1,638,241
24,250 33,922 3,484 - 1,514,777 69,655 1,646,088
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12 Property plant and equipment (cont'd)

Consolidated Snowy Hydro
Period ended Period ended Period ended Period ended
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
Aggregate depreciation charged as an expense:
Buildings (1,242) (1,126) (1,237) (1,126)
Leasehold improvements (327) (376) - -
Plant and Equipment (54,960) (52,765) (45,680) (43,828)
(56,529) (54,267) (46,917) (44,954)
13 Current trade and other payables
Trade payables 37,834 26,744 17,019 8,827
Other payables 8,831 7,714 8,758 7,610
Goods and services tax payable 3,593 4,110 2,226 3,656
50,258 38,568 28,003 20,093
14 Current provisions
Employee benefits 24,704 22,998 23,865 22,472
Onerous leases - 89 - 89
Workers compensation 158 163 158 163
24,862 23,250 24,023 22,724

For the 2009 reporting period, employee benefits provisions are for employee leave and that portion of incentive
scheme provisions which is due and payable.

15 Current Interest bearing liabilities

Unsecured
Bonds 277,000 - 277,000 -
Bank loans - - - -
277,000 - 277,000 -
16 Current financial liabilities
At fair value
Foreign currency and interest rate
contracts - 671 - 671
Option fee contracts 182,492 223,847 172,530 210,703
Electricity price risk hedging
contracts 67,972 53,609 67,972 53,609
Gas price risk hedging contracts 1,603 75 1,603 75
Intercompany price risk hedging
contracts - - 17 145,410
Unearned income - 60 - 60
252,067 278,262 242,122 410,528

17 Non current trade and other payables
Deferred consideration - 203 - 203
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Snowy Hydro

Unsecured
Bonds
Bank loans

19 Non current provisions

Employee benefits
Workers compensation

20 Movement in provisions

Balance at 28 June 2008

Additional provisions recognised
Reductions from payments
Unwinding of discount and effect of
change in discount rate

Balance at 4 July 2009

Current (Note 14)

Non Current (Note 19)

Balance at 4 July 2009

Balance at 28 June 2008

Additional provisions recognised
Reductions from payments

Unwinding of discount and effect of
change in discount rate
Balance at 4 July 2009

Current (Note 14)

Non Current (Note 19)
Balance at 4 July 2009

Consolidated

18 Non current interest bearing liabilities

As at As at As at As at
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
219,686 495,163 219,686 495,163
- 168,000 - 168,000
219,686 663,163 219,686 663,163
2,320 2,058 2,253 2,058
209 370 209 370
2,529 2,428 2,462 2,428
CONSOLIDATED
Workers Onerous Total
Compensation Lease
$'000 $'000 $'000
533 89 622
(163) (89) (252)
3) - (3)
367 - 367
158 - 158
209 - 209
367 - 367
SNOWY HYDRO
Workers Onerous Total
Compensation Lease
$'000 $'000 $'000
533 89 622
(163) (89) (252)
3) - (3)
367 - 367
158 - 158
209 - 209
367 - 367

32



Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

21 Issued capital
200,000,000 fully paid ordinary
shares

Consolidated

Snowy Hydro

As at As at As at As at

4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
816,084 816,084 816,084 816,084

Fully paid ordinary shares carry one vote per share and are eligible for dividends if declared.

22 Reserves
Hedging Reserves
Balance at beginning of financial
period
Gains/(loss) recognised:
Currency swaps
Interest rate swaps

Financial instruments on transition
Deferred tax arising on hedges
Balance at end of financial period

Consolidated

Snowy Hydro

As at As at As at As at
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
1,134 (13) 1,134 (13)
671 738 671 738
(750) 935 (750) 935
- (35) - (35)
24 (491) 24 (491)
1,079 1,134 1,079 1,134

The hedging reserve represents hedging gains and losses recognised on the effective portion of cash flow
hedges as well as the amounts recognised on adoption of AASB 139 relating to derivatives previously classified

as hedges under AGAAP.

23 Retained earnings
Balance at the beginning of
financial period
Net profit attributable to members of
the parent entity
Deferred consideration recognised
directly in equity
Dividends paid
Balance at the end of financial
period

24 Dividends

Fully paid ordinary shares
Dividend fully franked

Franking account balance

Consolidated

Snowy Hydro

As at As at As at As at
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
572,694 475,981 533,562 498,120
211,934 95,939 307,960 34,632
55 774 55 810
(60,000) - (60,000) -
724,683 572,694 781,577 533,562
2009 2008
Cents per Cents per
share Total $'000 share Total $'000
30.00 60,000 - -
109,640 82,593

Consolidated

Snowy Hydro

As at As at
4 July 2009 28 June 2008
$000 $000

As at As at
4 July 2009 28 June 2008
$000 $000
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25 Commitments for expenditure
(a) Capital expenditure commitments
Plant and equipment

Not longer than 1 year 35,310 18,582 35,310 18,582

Longer than 1 year and not longer

than 5 years 18,825 6,479 18,825 6,479
54,135 25,061 54,135 25,061

(b) Lease commitments
Operating lease commitments

Not longer than 1 year 3,096 3,628 2,315 2,876

Longer than 1 year and not longer

than 5 years 8,438 10,771 7,051 9,418

Longer than 5 years 54,766 61,713 54,766 61,713
66,300 76,112 64,132 74,007

The lease of office premises in Melbourne commenced in 2004 for a period of 7 years with a rent escalation of
3.5% per annum. Land leased in Melbourne for the site of the Laverton North Power Station commenced in
2005 for a period of 30 years with a rent escalation based on the consumer price index. Both the Blowering land
lease and the Kosiuzsko National Park lease commenced in 2002 for a period of 75 years. Rent is escalated by
the consumer price index subject to five yearly rent reset reviews. The lease of office premises in Sydney
commenced in 2006 and expires in 2012. Rent is escalated at the rate of 4.25% per annum. For the 2008
reporting period commitments included the lease of further office space in Sydney which has now expired.
There are no restrictions imposed by any operating lease.

Consolidated Snowy Hydro
As at As at As at As at
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
(c) Other expenditure commitments
Not longer than 1 year 1,997 507 1,997 495
Longer than 1 year and not longer
than 5 years 2,433 26 2,433 -
4,430 533 4,430 495
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26 Notes to the cash flow statement

(a) Reconciliation of Cash

For the purposes of the statement of cash flows, cash includes cash on hand, in banks and deposits on call with
brokers. Cash at the end of the financial year, as shown in the statement of cash flows, is reconciled to the
related items in the balance sheet as follows:

Cash and cash equivalents 7,445 619 6,651 191
Deposits with broker or bank 35,864 14,413 35,864 14,413
43,309 15,032 42,515 14,604

(b) Financing facilities

Unsecured debt facilities with various maturity dates through to 2013

Amount used 496,686 663,163 496,686 663,163
Amount unused 375,000 433,000 375,000 433,000
871,686 1,096,163 871,686 1,096,163

Short term money market funds
Amount used - 1,000 - 1,000
Amount unused 30,000 14,000 30,000 14,000
30,000 15,000 30,000 15,000
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Consolidated Snowy Hydro
Period ended Period ended Period ended Period ended
4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000

26 Notes to the cash flow statement (cont)

(c) Reconciliation of profit for the period to net cash flows from operating activities

Profit for the period 211,934 95,939 307,960 34,632
(Profit)/loss on sale of non current

assets 601 75 601 75

Mark to market movements direct to

equity (79) 1,601 (79) 1,638

Depreciation and amortisation of

non current assets 58,579 56,241 48,967 46,928

Increase/(decrease) in current tax

balances 29,745 5,642 31,840 (1,240)
Gain on debt forgiveness - - - (31,153)
Operating costs of subsidiaries - - - (5,186)
Decrease/(increase) in deferred tax

balances 35,415 (2,689) 76,053 (31,297)
(Increase)/decrease in assets:

Current receivables (1,728) 66,956 3,619 35,444

Current inventories (864) (1,425) (864) (1,425)
Current financial assets (10,853) (8,185) (26,063) (24,265)
Other current assets 5,071 893 5,141 943

Increase/(decrease) in liabilities:

Current payables 11,204 (76,086) 7,427 (67,061)
Other current liabilities (60) 60 (60) 60
Other current financial liabilities (26,134) 64,689 (168,346) 196,954
Current provisions 1,612 3,823 1,298 3,833
Non current provisions 100 (745) 33 (745)
Non current payables - (58) - (58)
Other non current liabilities 172 173 172 173
Net cash from operating activities 314,715 206,904 287,699 158,250
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27 Goodwill

The consolidated entity recognised goodwill from the acquisition of Valley Power and
associated companies in October 2005. All assets in the consolidated entity comprise one
single cash generating unit. All goodwill arises from the portfolio effects of Valley Power in
conjunction with the other assets in the Snowy scheme.

During the financial year, the consolidated entity assessed the recoverable amount of the
cash generating unit and determined that no impairment existed. The recoverable amount
of the cash generating unit has been determined based on a value in use calculation of an
asset with an indefinite life. The corporate valuation model provides for a 20 year projection
of revenue, operating and capital expenditure, financing activities and taxation. This
projection term reflects the perpetual nature of the Snowy Hydro assets and also provides
for a realistic pattern of replacement capital expenditure over the projection term.

In accordance with the accounting standard, the recoverable amount test discounts un-
geared, pre-tax real asset cash flows (including routine maintenance and refurbishment
capital expenditure), at a pre-tax real WACC of 8.07% (2008: 7.95%). These cash flows do
not include any planned development capital expenditure or the revenues that may relate to
such expenditure. The valuation includes a terminal value calculated by assuming that the
final year's cash flow is maintained in perpetuity (in real terms) and discounted to the
valuation date using the same pre-tax real WACC noted above.

The recoverable amount is most sensitive to changes in the following assumptions:

Sensitivity Management’s approach to determining Growth rate
the value
Forward market price projections for SPOt' and conj[ract revenue projections are Zero real
spot, contract and option premium consistent with Snowy Hydro's recent |  growthin
revenue performance and are based on forward prices

market curves from ICAP. Capacity pricing
(i.e. option premium income and difference
payments made under the contracts) is
based on a blended combination of ICAP
and Snowy Hydro's assessment of long-
term pricing based on new-entrant
modelling.

Water inflows The water inflow sequence underlying the Not
projections reflects the expectation that applicable
2010 inflows will be below-average and that
future average inflows will thereafter trend
back towards, but be lower than, past
experience. The starting water storage
levels are also reflected in the projections.

Capital expenditure Capital expenditure is derived from Snowy Zero real
Hydro’'s long-term capital asset planning growth in
model and includes all expenditure relating prices

to existing assets.
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28 Defined benefit superannuation plans

Net Market N
Accrued Value of (Deficiency)/ Vested
Benefits Assets Surplus Benefits
Name of Plan $000 $000 $000 $000
Commonwealth Superannuation
Scheme (“CSS") 56,700,000 6,073,474 (50,626,526) 67,400,000
Public Sector Superannuation Scheme
(“PSS") 21,400,000 11,346,199 (10,053,801) 39,400,000
Energy Industries Superannuation
Scheme Pool B
(‘EIS") 1,674,180 1,915,138 240,958 1,426,033

These plans are government and industry-wide schemes, and membership relating to
Snowy Hydro’s employees represents less than 0.05% of the membership of each scheme.

The difference between the accrued benefits and net market value of plan assets has not
been recognised in the financial statements. Any unfunded component in CSS and PSS
would be financed, by the Commonwealth, from the Consolidated Revenue Fund at the time
such superannuation benefits are payable. It is to be expected that, to redress the current
under-funded balances, the superannuation fund contribution rates of fund members
(including Snowy Hydro) will increase in the future. It is not possible to predict at this time
when, and to what extent, Snowy Hydro’s contribution rate may change.

Net market value of assets and vested benefits were determined with reference to the most
recent financial statements and actuarial reviews, being:

Name of Plan Date of Financial Statements Date of Actuarial Review
CSS 30 June 2008 30 June 2005
PSS 30 June 2008 30 June 2005
EIS 30 June 2008 30 June 2006

29 Contingent liabilities

Snowy Hydro is involved in various legal proceedings arising out of the normal course of
business. The Directors believe that the outcome of these proceedings will not have a
material impact on Snowy Hydro’s financial position or results of operations. Contingent
liabilities of the consolidated entity as at 4 July 2009 are:

(&) Ongoing contingent liabilities are represented by:

e claims lodged with the Dust Diseases Tribunal which were unresolved as at
that date. Snowy Hydro has not accepted liability on those claims. As at the
reporting date, one matter was before the Tribunal.

e Snowy Hydro has entered into a number of bank guarantees in relation to
operating within the national electricity market and for rental properties in
Sydney and Melbourne to the value of $23.1 million (2008: $22.5 million).

(b) Liability for Former Scheme Sites has been extinguished except to the extent of any
contaminated former sites. These contaminated sites are being rehabilitated as they
are identified. The consolidated entity does not believe that the contingent liability on
any sites identified in the future would be material.
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Contingent asset

On 17 October 2005, Snowy Hydro purchased the Valley Power gas fired generation
power station. The cost of acquisition was $242.4 million. Snowy Hydro commissioned
an independent party to apportion the purchase price to, amongst other categories, Land
and Fixtures. The valuation determined that the valuation for Land and Fixtures was
$15.7 million. This meant the acquisition was not designated land rich and no stamp
duty was payable. The Victorian State Revenue Office disagreed with this assessment
and issued a letter requesting payment of $9.2 million, which included $1.9 million of
penalty taxes and interest. Snowy Hydro made the payment but lodged a formal
objection to the assessment, with the aim of recovering the full amount. Snowy Hydro
has taken reasonable care in obtaining valuations and legal advice in determining
whether or not it was liable for stamp duty and lodged a land acquisition statement
before any investigation was commenced by the Victorian State Revenue Office. On
these grounds, Snowy Hydro believes that at least the penalty and interest will be
recoverable but continues to pursue recovery of the full amount. Affidavits have been
collected and the court hearing is due to commence in December 2009.

Controlled entities
Name of Entity Country of Ownership Interests
Incorporation 2009 2008
% %
Parent Entity
Snowy Hydro Limited (b) Australia - -
Controlled Entities
Snowy Hydro Trading Pty Ltd (c) Australia 100 100
Red Energy Pty Ltd (a) (c) Australia 100 100
Latrobe Valley BV (c) Netherlands 100 100
Valley Power Pty Ltd (c) Australia 100 100
Contact Peaker NZ Ltd (c) New Zealand 100 100
Contact Peaker Australia Pty Ltd (c) Australia 100 100

(a) Red Energy has entered into a deed of cross guarantee with Snowy Hydro pursuant
to ASIC Class Order 98/1418 and is relieved from the requirement to prepare and
lodge an audited financial report.

(b) SHL is the head entity within the tax consolidated group.

(c) These companies are members of the tax consolidated group.

The consolidated income statement and balance sheet of the entities which are party to the
deed of cross guarantee are:
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INCOME STATEMENT
Parties to the Deed of Cross Guarantee

Revenue

Other income

Direct costs of revenue

Consumables and supplies

Employee benefits expense
Depreciation and amortisation expense
Borrowing costs

Other expenses from ordinary activities
Profit before movements in fair value
Movements in fair value of derivatives
Profit before income tax expense
Income tax expense

Profit attributable to members of the parent entity

40

Period ended 4 July

Period ended 28

2009 June 2008
$000 $000
681,314 622,246
10,408 41,267
(199,928) (193,892)
(47,340) (44,898)
(85,212) (76,055)
(49,545) (47,463)
(40,046) (56,785)
(30,204) (25,512)
239,447 218,908
45,185 (40,037)
284,632 178,871
(83,532) (42,901)
201,100 135,970
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BALANCE SHEET

Parties to the Deed of Cross Guarantee

Current Assets

Cash and cash equivalents
Receivables

Inventories

Other financial assets

Tax assets

Other

Total Current Assets

Non Current Assets

Other financial assets
Deferred tax assets

Property, plant and equipment

Total Non Current Assets

Total Assets

Current Liabilities
Payables

Provisions

Tax payable

Interest bearing liabilities
Other financial liabilities

Total Current Liabilities

Non Current Liabilities
Trade and other payables
Interest bearing liabilities
Provisions

Total Non Current Liabilities
Total Liabilities

Net Assets

Equity

Issued capital
Reserves
Retained profits

Total Equity
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Period ended

Period ended

4 July 2009 28 June 2008
$000 $000
43,309 15,032
93,637 91,992
10,444 9,579
81,844 70,992
- 10,420
12,830 17,901
242,064 215,916
225,584 239,905
284,917 319,404
1,651,363 1,644,324
2,161,864 2,203,633
2,403,928 2,419,549
49,981 38,048
24,862 23,250
19,326 -
277,000 -
242,105 265,118
613,274 326,416
- 203
219,686 663,163
2,529 2,428
222,215 665,794
835,489 992,210
1,568,439 1,427,339
816,084 816,084
1,079 1,134
751,276 610,121
1,568,439 1,427,339

Related party disclosures

The names of directors of Snowy Hydro Limited at any time during the year were:
TV Charlton, R D Hogg, D JKlingberg, R Holliday-Smith, B A Hogan, B R Brook, and
P S Lowe. TV Charlton is the sole director of Snowy Hydro Trading Pty Limited, Latrobe
Valley BV, Contact Peaker Australia Pty Limited, Contact Peaker New Zealand Limited and
Valley Power Pty Limited. T V Charlton, | Graham, N Tufedgzic and P S Lowe are directors
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of Red Energy Pty Limited. K N W Harper ceased as a director of Red Energy Pty Limited in
May 2009.

(@ Equity Interests In Related Parties

Detail of the percentage of ordinary shares held in controlled entities is disclosed in note 31
to the financial statements.

(b) Key Management Remuneration
Detail of key management remuneration is disclosed in note 4 to the financial statements.
©) Directors’ and Specified Executive Loans

No loans were made nor are any outstanding between the consolidated entity and any
director or director related entities.

(d) Directors’ Equity Holdings

No shares or options of the consolidated entity are held by any director or director related
entities.

©) Other Transactions With Directors

No other transactions, other than that in the ordinary course of business on commercial
terms, have been entered into between the consolidated entity and any director or director
related entities.

0] Transactions Within the Wholly-Owned Group
The wholly-owned group includes:

e The ultimate parent entity in the wholly-owned group; and
e Six wholly-owned controlled entities.

The ultimate parent entity in the wholly-owned group is Snowy Hydro Limited.

Amounts receivable from entities in the wholly-owned group are disclosed in note 10 to the
financial statements. During the financial year Snowy Hydro provided management,
accounting and administrated services to its controlled entities other than Valley Power on a
cost free basis. Snowy Hydro also provides all personnel, operational and management
services to Valley Power on a cost basis. All intercompany balances are at call, but the
directors have declared that they are not expected to be called in the current period.

33 Financial instruments

The Company’'s Treasury and Portfolio management functions provide services to the
business to monitor and manage risks relating to national electricity market outcomes,
interest rates, foreign exchange movements, credit exposures and liquidity, as they arise in
the normal course of operations of the consolidated entity. The Company seeks to control
exposures to these risks while aiming to maximise the business’s returns. The Company is
active in the use of derivative financial instruments to hedge these risk exposures. The use
of financial derivatives and the level of exposures are governed by the Company’s risk
management policies and procedures, which are approved by the Board of directors.
Compliance with these policies and procedures and with exposure limits is reviewed by both
management and Board risk committees on a regular basis. Any breaches are recorded in
a breach register by the compliance manager and investigated by these committees.

Details of significant accounting policies and methods adopted, including the criteria for
recognition, the basis of measurement and the basis on which revenues and expenses are
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recognised, with respect of each class of financial asset and liability and equity, are
disclosed in note 1 to these statements.

(@) Categories of financial assets and liabilities

Consolidated Snowy Hydro
Period ended Period ended Period ended Period ended
Category 4 July 2009 28 June 2008 4 July 2009 28 June 2008
$000 $000 $000 $000
Current
Financial assets
Cash & cash equivalents 43,309 15,032 42,515 14,604
Trade receivables 91,147 89,987 41,431 46,414
Other financial assets 81,844 70,992 97,065 71,003
Financial liabilities
Trade payables 37,833 26,744 17,018 8,827
Other financial liabilities 252,067 278,262 242,122 410,528
Interest bearing liabilities 277,000 - 277,000 -
Non current
Financial assets
Other financial assets - - 270,911 296,942
Financial liabilities
Trade and other payables - 203 - 203
Interest bearing liabilities 219,686 663,163 219,686 663,163
1 Capital risk management instruments
(i) Debt

Snowy Hydro manages its capital to ensure that all entities in the Group will be able to
continue operating as a going concern, by targeting the maintenance of a strong BBB credit
rating (issued by Standard & Poor’s). The capital structure of the Group consists of debt,
which includes borrowings disclosed in notes 15 and 18, cash and cash equivalents and
equity attributable to the equity holders of the parent, comprising issued capital, reserves
and retained earnings as disclosed in notes 21, 22, and 23, respectively.

The Company’s capital structure is reviewed on a regular basis. As part of this review, the
Board Audit and Compliance Sub-committee (“the Committee”) considers the cost of capital
and the risks and structure of the Company’s debt on an annual basis. Snowy Hydro has
several debt service benchmarks, primary among which is the Funds Flow from Operations
(“FFO™) to Debt ratio. Other benchmarks include the FFO to Interest ratio and a gearing
ratio, determined as the ratio of the consolidated entity’'s senior debt to debt and
shareholders funds." Based on the recommendations of the Committee and resolutions of
the Board, the Company will balance its capital structure through the payment of dividends,
the redemption of existing debt and the drawdown on uncommitted facilities.

The gearing ratio, as defined by Snowy Hydro’s negative pledge, at the end of each of the
reporting periods was as follows:

! These are the headline rating parameters used by Standard & Poor’s as the basis for considering
Snowy Hydro’s credit standing and hence its credit rating. The final rating assigned by Standard &
Poor’s is determined through the review of numerous business parameters and also with reference
to the Company’s operating (industry) environment.
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Consolidated
Period ended Period ended

Category 4 July 2009 28 June 2008

$000 $000
Debt* 496,686 663,163
Add back transaction costs 3,314 4,837
Senior debt 500,000 668,000
Equity? 1,541,846 1,389,912
Less goodwill (79,312) (79,312)
Shareholders’ funds 1,462,534 1,310,600
Gearing (debt/(debt+equity)) 25% 34%

1 Debt is defined as interest bearing borrowings as detailed in notes 15 and 18.

2 Equity includes all capital and reserves.

Snowy Hydro’s operations are funded by mix of fixed and floating interest rate debt,
consisting of bonds maturing in February 2010 and February 2013, revolving loan facilities
of durations up to April 2012 and funds on call. Further revolving facilities are currently
being negotiated. Cash and debt positions are detailed in note 26. The interest rates
applicable to the financial assets and liabilities are listed in the interest rate risk section
below.

For floating rate financial assets and liabilities with interest rate resets of six months’
duration or less, and short term non interest-bearing financial assets and liabilities, the fair
value is considered to approximate the carrying value.

The fair values of financial assets and liabilities with fixed interest rates are derived from
market quoted interest rates that are incorporated into generally applied discounted cash
flow models. Other than fixed rate debt on the balance sheet of $254.0 million, there are no
financial assets or liabilities whose carrying value does not approximate fair value. The fair
value of fixed rate debt was $4.6 million lower than that recorded on the balance sheet as at
4 July 2009, compared to $10.3 million lower than that on the balance sheet as at
28 June 2008.

(i) Foreign exchange contracts

It is the policy of the consolidated entity to enter into forward foreign exchange contracts to
hedge material foreign currency payments when the consolidated entity has entered a
contract to purchase goods or services. Forward foreign exchange contracts are designhated
as cash flow hedges at inception and tested for effectiveness at each reporting date.
Accounting for cash flow hedges is described in note 1(i).

No forward currency contracts existed at the reporting date of 4 July 2009. The table below
details the forward currency contracts that existed as at 28 June 2008.
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Average Principal
Exchange amount

Rate
2008 2008
Consolidated and Snowy Hydro $000
Buy Japanese Yen JPY
Less than 3 months 64.05 76,408
3 to 6 months 62.68 42,449

The fair value was obtained from the counterparty to the transaction as the counterparty was
a recognised market maker in foreign exchange contracts. The fair value of these
instruments as at 28 June 2008 was a liability of $0.671 million.

Where appropriate, a sensitivity analysis is undertaken based on the exposure to exchange
rates for each of the derivative instruments. Exchange rate movements that refer to the
historical volatility experienced by the particular currencies are used as the basis for the
sensitivity analysis.

(i) Interest rate hedges

Snowy Hydro has entered into interest rate swaps to manage its exposure to floating interest
rates between 2009 and 2019. The purpose of these swaps was, and remains, to effectively
fix the interest rate for a further portion of the debt portfolio for six years beyond the maturity
of the current outstanding fixed rate debt. The proportion of the debt portfolio that is
required to be hedged is subject to periodic review. These interest rate swaps were
designated as cash flow hedges at inception and are tested for effectiveness at each
reporting date. Accounting for cash flow hedges is described in note 1(i).

The following table details the outstanding interest rate swaps at reporting date.

Average Interest Rate Notional Principal Amount

2009 2008 2009 2008
Consolidated and Snowy Hydro % % $000 $000
Interest rate swaps 591 6.17 400,000 100,000

The fair value of interest rate swaps is obtained from the counterparty to the transaction,
provided the counterparty is a recognised market maker in interest rate swaps. The fair
value of these instruments as at 4 July 2009 was an asset of $1.541 million compared to an
asset of $2.291 million as at 28 June 2008. The 2009 asset was composed of $1.337 million
relating to the contracts current at 28 June 2008 and $0.204 million relating to contracts
entered into in 2009.

A sensitivity analysis has been undertaken and is based on the exposure to interest rates for
both derivative and non-derivative instruments at the reporting date, with the stipulated
change taking place at the beginning of the financial period and held constant throughout
the reporting period. As at reporting date, if interest rates had been 150 basis points higher
or lower and all other variables were held constant, Snowy Hydro’s:

(a) Net profit before tax would decrease, at interest rates 150 bps higher, or increase, at
150 bps lower, by $4.740 million (the 2008 sensitivity was $7.446 million). This is
attributable to Snowy Hydro’s exposure on its variable rate borrowing.

(b) Other equity reserves would increase, at 150 bps higher, or decrease, at 150 bps
lower, by $14.986 million (the 2008 sensitivity was $4.086 million). This is a result of

45



Snowy Hydro Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE REPORTING PERIOD ENDED 4 JULY 2009

the movement in fair value of interest rate swaps. The movement in fair value is
taken to equity and recognised in the income statement in the periods when the
hedged item is recognised in the income statement (i.e. the net profit impact on the
hedged portion of the debt portfolio would be zero, as expected).

2 Market risk management instruments

Snowy Hydro uses financial instruments as an integral part of conducting its revenue
generating activities.

Snowy Hydro’s strategy is to contract a portion of its generation capacity to limit the wide
variations in Revenue and Earnings before Interest, Tax, Depreciation and Amortisation
(“EBITDA") that would arise if all generation was subject to spot market outcomes. This
strategy provides a risk management service to national electricity market participants and is
structured to maximise revenue in the medium to long term and provide more certain
coverage of Snowy Hydrao’s fixed costs in any given year. The portfolio is managed to retain
both a “net long” generation position and thereby a level of flexibility to capture the benefits
of increased electricity market volatility and high electricity prices as they occur.

Given the prescriptive nature of AASB 139 Financial Instruments: Recognition and
Measurement, Snowy Hydro’s price risk hedging contracts, defined below, do not meet the
criteria for hedge accounting, and changes in the fair value of price risk hedging contracts
must be recognised in the income statement (under the category “Movements in fair value of
derivatives”).

Snowy Hydro uses a Revenue-at-Risk approach when managing its business. In measuring
Revenue-at-Risk, revenue incorporates payments to and from electricity market
counterparties that arise from financial contracts settled against the spot market, spot
revenue arising from physical generation and Settlement Residue Auction receipts. Snowy
Hydro has a highly structured contract and portfolio risk management framework that
ensures that the Revenue-at-Risk remains within Board-approved trading limits. Trading
limits may only be changed with Board approval. The portfolio risk management framework
is based on defined probability limits applying to defined monetary amounts at risk over
defined time periods.

@) Price risk hedging contracts
0] Electricity and gas swaps and swap-like instruments

Electricity swap transactions are those transactions where the consolidated entity receives
or pays a fixed rate per MWh in exchange for a floating rate referenced to a regional
electricity node. Gas swap transactions are those where the consolidated entity receives or
pays a fixed rate per GJ in exchange for a floating rate referenced to a regional gas price.
There are other types of “swap-like” transactions where the resulting hedging profile
materially reflects a swap-type transaction. These transactions are accounted for in the
same manner as swaps.

The fair value is the amount that the consolidated entity expects to pay or receive in order to
settle or extinguish the financial contract over the remaining life of the contract.

The fair value of electricity swaps is derived from market quoted forward rates that are
incorporated into discounted cash flow models. The market quoted rates are sculpted to
take into account any seasonal variations within the duration of the period being quoted.
The determination of the extent of seasonal variation within market quoted periods is based
on the analysis of historical electricity price movements. Management applies different
sculpted forward price curves for determining the fair value depending upon the type of
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contract. Certain estimates and judgments were required by management to develop the
fair value amounts. The fair value at any particular point in time should not be interpreted as
an indication of future gains or losses as they are based on a forward price curve at a
particular time which may or may not be an accurate representation of future market
movements or counterparty behaviour.

The fair value of gas swaps has been referenced to the historical gas price (available since
February 2007 with the inception of the new gas market) as there are no quoted forward gas
price curves.

The net values of the various instruments by counterparty have been classified as either a
current asset or current liability. The details of outstanding electricity and gas swap and
swap-like instruments at fair value as at the reporting date are listed in the balance sheet
and in notes 8 and 16.

A market risk sensitivity analysis has been undertaken as at reporting date with the
sensitivity movements being determined by analysing the historic movements of forward
price curves over the applicable reporting period. This estimate is used as a reasonable
approximation of future forward price movements. For swap and swap-like instruments, a
movement of 7% has been used for the 2009 reporting period and 10% for the 2008
repozrting period, based on different volatilities in the ICAP forward curve movements in each
year-.

Fair value and sensitivity

Consolidated and Fair value Upward Price Downward Price

Snowy Hydro Movement Movement

Swap Type 2009 2008 2009 2008 2009 2008
$000 $000 $000 $000 $000 $000

Electricity Asset 70,980 62,556 31,109 92,559 110,852 60,351

Electricity Liability (67,972) (53,609) (43,116) (91,437) (92,839) (43,579)

Gas Asset - 599 - 3,777 - (2,579)

Gas Liability (1,603) (75) 660 408 (3,866) (559)

Impact on net profit

before tax (8,066) (35,876) (20,818) (40,040) 4,676 (31,712)

Intercompany price risk hedging contracts have not been included in the sensitivity analysis
as they do not represent contracts with external parties and movements of fair value have
no impact on the consolidated entity.

(i) Options

The fair value of option fee contracts is recognised on the balance sheet as being equal to
zero at inception (implying a zero differential between future option fee income and payouts
under the contracts for their remaining durations). Subsequently, the unrealized gains or
losses inherent in the transactions’ remaining life to expiration are recorded in the balance
sheet at fair value. The change in fair value on these transactions between reporting
periods is recognised in the income statement in the accounting period in which the change
in fair value occurs (under the category “Movements in fair value of derivatives”).

Bought option transactions give the consolidated entity the right of exercise and are
ordinarily automatically exercised when the exercise of the option results in a net cash
receipt to the consolidated entity (i.e. difference payments are paid automatically to the
Company). Sold option transactions give the counterparty to the consolidated entity the

2 The volatility measured was the standard deviation in movements of ICAP data, on a daily basis, within each financial year.
For swap and swap-like contracts, this volatility has decreased from 15% in 2007 to 10% in 2008 to 7% in 2009.
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right of exercise and are ordinarily automatically exercised by the counterparty when the
exercise of the options results in a net cash payment to the counterparty (i.e. difference
payments are made automatically by the Company).

Option type contracts are valued using a fair value model based on market quoted rates and
volatilities that are incorporated into Snowy Hydro's generally applied option pricing
algorithms. Larger, longer term contracts for which no liquid market exists have been priced
using management’s assessment of nhew-entrant pricing, blended with credible longer-term
market evidence where this exists. The absence of an active and liquid market for options
means that the volatilities and the resulting fair values of options are to some extent
subjective.

The net values of the instruments by counterparty have been classified as either a current
asset or current liability. The details of outstanding option type instruments at fair value as
at the reporting date are listed in the balance sheet in notes 8 and 16.

A market risk sensitivity analysis has been undertaken as at reporting date, with the
sensitivity movements being determined by analysing the historic movements of forward
price curves over the applicable reporting period. This estimate is used as a reasonable
approximation of future forward price movements. For option type instruments, a movement
of 7% has been used for the 2009 reporting period and 10% for the 2008 reporting period
based on different volatilities in the ICAP forward curve movements in each year®.

Fair value and sensitivity

Upward Price Downward Price
Consolidated Fair value Movement Movement
Option Type 2009 2008 2009 2008 2009 2008
$000 $000 $000 $000 $000 $000
Electricity Asset 9,324 5,546 6,879 7,261 11,768 5,012
Electricity Liability (182,492) (223,847) (251,994) (322,674) (111,542) (125,271)
Impact on net profit
before tax 60,393  (25.538) (11,554) (122,650) 138,788 72,504
Fair value and sensitivity
Upward Price Downward Price
Snowy Hydro Fair value Movement Movement
Option Type 2009 2008 2009 2008 2009 2008
$000 $000 $000 $000 $000 $000
Electricity Asset 9,324 5,546 6,879 7,261 11,768 5,012

Electricity Liability (172,530) (210,703) (237,654) (300,977) (107,365) (120,680)
Impact on net profit
before tax 53,251 (4,161) (14,318) (92,719) 120,861 85,329

(i)  Other structured products

Snowy Hydro performs a market-making role in the development and tailoring of
structured products that have features such as:

- reference to more than one strike price;
- nested options;

- reference to exercise triggers other that the National Electricity Market price (for
example, the system demand);

® The volatility measured was the standard deviation in movements of ICAP data, on a daily basis, within each financial year.
For option-type contracts, this volatility has decreased from 20% in 2007 to 10% in 2008 to 7% in 2009.
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- reference to more than one commaodity price (typically gas as well as electricity); and
- sequential call options able to be exercised by both counterparties.

Such products are generally not able to be classified as either swap-like or simple option
contracts. These products also have features such as providing the counterparty with the
ability to nominate different strike prices and MW volumes (within limits) for different
contract periods. In this case, the different volume and strike price nominations determine
the calculation of the payments under the contracts. Due to the variability of nominations
and prices which are at a counter-party’s discretion, payments under such contracts are
not predictable.

As these structured products are tailored to the specific hedging requirements of the
individual counterparty, have no active market and have unpredictable patterns of use,
there is no technique that would provide a reliable and accurate valuation of these
instruments. As such, the initial transaction price is taken to be the best measurement of
fair value. The objective in holding these customized structured instruments is for the
contracts to run their course to maturity (i.e. the Company does not usually engage in
adjusting the effective exposures by buying or selling offsetting exposures in the contracts
market).

(b) Credit risk

A credit risk arises from the potential default of a counterparty on its obligations under an
electricity price risk hedging contract that gives rise to a loss to Snowy Hydro; i.e. credit risk
arises from the eventuality that this party will not be able to meet its contractual obligations
as they fall due and that this will cause a loss to Snowy Hydro.

The measurement of the risk can include both a current and potential future exposure. The
contract’s fair value is used to quantify the current credit risk if any exists to which Snowy
Hydro is exposed with respect to an entity. The fair values of electricity and gas price risk
hedging contracts are presented on the balance sheet. The credit risk for non-derivative
financial assets is also the amount carried on the balance sheet.

Generally, Snowy Hydro’s spot, contract, inter-regional and ancillary services transactions
have four week cash settlement terms. As a result, Snowy Hydro’s generation business is
not exposed to large receivable collection costs, nor does it provide for any significant
doubtful debts.

In the longer term, a natural credit risk mitigant exists in that the circumstances that would
typically give rise to a default by a counterparty (e.g. a retailer being unable to pay a contract
premium) would generally be expected to be favourable for Snowy Hydro. Specifically, if
high and volatile electricity prices led to a retailer’s default on a premium payment, the value
of that exposure on the market would be likely to exceed the future payment receipts under
the original contract. Therefore, and unless the contract specified a fair value adjustment at
termination (which would negate any upside), such an event would be beneficial to the
Company.

Red Energy customers are billed as their meters are read, generally every three months. A
dedicated credit management team actively pursues all outstanding accounts while ensuring
compliance with all regulatory obligations.

(c) Interest Rate Risk

The consolidated entity’s exposure to interest rate risk and the effective interest rate on
financial instruments at the reporting date are detailed in the following table.
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Consolidated
2009
Financial Assets

Cash

Financial

Liabilities
Trade payables
Interest rate
swaps
Bonds

2008

Financial Assets
Cash

Financial

Liabilities
Trade payable
Bank loans
Interest rate
swaps
Bonds

Snowy Hydro

2009
Financial Assets
Cash

Financial
Liabilities
Trade payables
Interest rate
swaps
Bonds

2008
Financial Assets
Cash

Financial
Liabilities
Trade payable
Bank loans
Interest rate
swaps
Bonds

Interest Rate Reset

Average Variable Less lto5 More Non Total
Interest  Interest Than Years Than Interest
Rate Rate 1 year $000 5Years Bearing
% $000 $000 $000 $000

3.01 43,309 - - - - 43,309

- - - - - 37,834 37,834
5.91 (400,000) - - 400,000 - -
5.02 - 277,000 219,686 - - 496,686
6.61 15,032 - - - - 15,032

- - - - - 26,744 26,744
8.07 - 168,000 - - - 168,000
6.17 (100,000) - - 100,000 - -
7.58 - - 495,163 - - 495,163
3.01 42,515 - - - - 42,515

- - - - - 17,019 17,018
5.91 (400,000) - - 400,000 - -
5.02 - 277,000 219,686 - - 496,686
6.61 14,604 - - - - 14,604

- - - - - 8,827 8,827
8.07 - 168,000 - - - 168,000
6.17 (100,000) - - 100,000 - -
7.58 - - 495,163 - - 495,163
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(d) Liquidity Risk

Liquidity risk arises from Snowy Hydro’s inability to meet its obligations when they become
due or by its inability to enter into future contracts as and when it deems it necessary in the
normal course of business.

Snowy Hydro manages its liquidity risk by maintaining adequate financial reserves, banking
faciliies and reserves in uncommitted stand-by facilities, maintaining diverse funding
sources and by continuously monitoring forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities. At the reporting date, the Group had
uncommitted borrowing reserves of $375.0 million (June 2008 $433.0 million), as detailed in
note 26. Snowy Hydro manages its market related liquidity risk by maintaining adequate
reserves of generation capacity and high levels of plant reliability and availability which allow
spot price generation income at times of contracted outgoing commitments.

Snowy Hydro holds an Australian Financial Services Licence under which it must
continuously monitor its forward liquidity ratios and the amount of surplus liquid funds. Any
un-remedied breach of these conditions would trigger a cessation of trade.

The table below details the remaining contractual maturity of the financial liabilities of the
Group and Company. The table has been prepared based on the undiscounted cash
outflows of financial liabilities based on the earliest date on which the Group can be required
to pay.

Less than Greater than
1 year 1to 2years 3to5years 5years

Consolidated $000 $000 $000 $000
2009

Debt (277,000) - (223,000) -

Interest (23,781) (11,615) (22,313) -

Swap liability (45,180) (22,136) (3,004) -

Option liability (65,438) (72,611) (124,329) (76,139)

Interest rate swaps (5,370) (7,143) (20,100) (41,529)
2008

Debt - (445,000) (223,000) -

Interest (36,082) (32,318) (47,256) -

Foreign Exchange Contract (1,876) - - -

Swap liability (41,645) (11,159) (3,347) -

Option liability (12,027) (36,552) (107,111) (99,386)
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Less than Greater than
1year 1to 2years 3to5years 5years

Snowy Hydro $000 $000 $000 $000
2009

Debt (277,000) - (223,000) -

Interest (23,781) (11,615) (22,313) -

Swap liability (45,180) (22,136) (3,004) -

Option liability (67,139) (73,888) (110,600) (76,139)

Interest rate swaps (5,370) (7,143) (20,100) (41,529)
2008

Debt - (445,000) (223,000) -

Interest (36,082) (32,318) (47,256) -

Foreign Exchange Contract (1,876) - - -

Swap liability (41,645) (11,159) (3,347) -

Option liability (12,027) (36,552) (107,111) (99,386)

Net cash outflows have been measured for each liability as follows:

(a) Debt is measured as the amount payable at the expiration of the contracted period.

(b) Interest includes interest payments on all currently held fixed and floating debt at
current interest rates.

(c) The foreign exchange contract has been measured at the Australian dollar rate for
completion of the contract on the expected date and expected amount.

(d) Swap instruments have been measured at the expected gross payout of estimated
future contract for difference payments and

(e) Sold option type contracts have been measured at the net of option fees receivable
and the gross payout of estimated future contracts for difference payments.

Intercompany swaps are not included in the liquidity risk table as they do not represent cash
outflows external to the Group.

34 Subseguent events

There has not been any other matter or circumstance, other than that referred to in the
financial statements or notes thereto, that has arisen since the end of the financial year, that
has significantly affected, or may significantly affect, the operations of the consolidated
entity, the results of those operations, or the state of affairs of the consolidated entity in
future financial years.

35 Additional company information

Snowy Hydro Limited is a public company, incorporated and operating in Australia.

Registered Office Principal Place of Business
Monaro Highway Monaro Highway
Cooma NSW 2630 Cooma NSW 2630
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