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CitiPower and Powercor Australia are
electricity distributors. We manage the poles,
wires and equipment that deliver power to
homes and businesses in greater Melbourne
and through central and western Victoria.

In 2008, we reached the important milestone
of one million customer connections across
our distribution networks.

Each and every one of our connected customers
gives us another reason to shine, and by putting
our customers first, we deliver benefits for our
shareholders, communities and employees.
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Results snapshot

CitiPower and Powercor Australia’s business goal

is to deliver improved services and associated returns
to our four key stakeholder groups — customers,

the community, our employees and shareholders.

Customers

Profile

Our business’s electricity networks service residential, commercial and
large industrial customers spanning more than half the state of Victoria.
CitiPower supplies power to around 301,000 customers in Melbourne’s
central business district and surrounds. The Powercor network delivers
power to more than 683,000 customers in central and western Victoria,
and to Melbourne’s western suburbs. The balance of our one million
strong customer base is comprised of non-metered premises supplied
by both networks.

Highlights

* Received five awards at the Customer Service Institute of Australia’s
national Service Excellence awards, including Australian Customer
Charter of the Year

* Achieved highest customer satisfaction survey result in five years,
with an 81 per cent positive customer satisfaction rating

¢ Realised a 17 per cent decrease from the previous year in enquiries
and complaints lodged against our business with the Energy and Water
Ombudsman of Victoria

¢ Achieved among the best ever reliability results for Powercor and
CitiPower networks

Community

Profile

Our business is committed to making real contributions in all the
communities where we operate, and to minimising the impact of our
operations on the natural environment. Our networks serve a mix of
urban, suburban, regional and rural communities, each unique in their
composition. From marvellous Melbourne city, to the towns along the
southern coast, regional Victorian centres and Murray River Shires,
our communities are diverse in their geography, people, history

and experiences.

Highlights
e Sponsored more than 20 regional and city based business awards programs
across Victoria, which promote skills sharing and contribute to economic prosperity

* Awarded an international emergency recovery award from the Edison Electric
Institute in Washington DC for our efforts during the April 2008 Victorian wind storm

¢ Established a climate change policy that recognises the climate change impacts
on our networks and operations, and guides our business response
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Employees

Profile

CitiPower and Powercor’s 1,750 employees comprise field based,
technical and support staff working in an industry that is essential

to the lives of all Victorians. With a focus on safety, customer service,
innovation and sustainability, our employees work together to achieve
the best outcomes for customers. We work to ensure the long-term
health of the business and the industry through a leading apprentice
and trainee intake program and a wide range of employee development
opportunities for our workforce.

Highlights
e Welcomed 31 new apprentice and trainee recruits, surpassing the
milestone of 100 currently in training with our business

e Reduced manual handling injuries by 35 per cent and received
a commendation at the National Workplace Safety awards for
Best Communication of a Safety Message

e Recorded an Employee Satisfaction Index of 72 per cent, through
our highest ever survey response rate of 79 per cent

Shareholders

Profile

Cheung Kong Infrastructure Holdings Limited (CKI) and Hongkong Electric
Holdings Limited (HEI) together own 51 per cent of CitiPower and Powercor.
CKI and HEI are members of the Cheung Kong Group, which includes eight
listed companies with a combined market capitalisation of HK$512 billion
as at 31 December 2008. The Group operates in 56 countries and employs
about 260,000 people worldwide. The remaining 49 per cent of the
business is owned by Spark Infrastructure, a specialist infrastructure group
listed on the Australian Stock Exchange, whose objective is to invest in
regulated utility infrastructure in Australia and overseas.

Highlights
e Achieved strong financial results, exceeding forecast returns for the
third successive year

¢ Provided significant transitional and back office support to the Cheung Kong
Group in their acquisition of a New Zealand-based distribution network
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Vision statement

To profitably grow our business, as a key
member of the Cheung Kong Group and
Spark Infrastructure, such that we are a leading
infrastructure and related services business.

To ensure deliverability of the vision, the
CHEDHA Holdings Group strives to excel in:

¢ Financial Performance

¢ Supply Reliability and Quality
¢ Engaged Workforce

e Customer Service

¢ Environmental Management
¢ Health and Safety

¢ Business Growth
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Chairman’s report

Financial Results

Net profit after tax for the CHEDHA
Holdings group of companies (the ‘Group’)
grew by more than 60 per cent on the
previous year to A$89.5 million. The
Group’s operational performance as
measured by earnings before interest,
tax, depreciation and amortisation
(EBITDA), improved by 2.4 per cent

on 2007.

This result exceeded our target,

driven by better than planned customer
contributions, distribution revenue
which increased as a result of higher
consumption, particularly in the first half
of the year and growth in unregulated
revenue. The major components of this
latter stream were Powercor Network
Services’ construction and maintenance
contracts, our IT contracts with Westnet
in Western Australia, and the provision
of services to the Wellington electricity
distribution business in New Zealand,
which was acquired by our major
shareholder during the year. Unregulated
revenue continues to comprise a
growing proportion of our total revenue.

Our net capital expenditure of

$281.1 million was higher than in 2007,
partly due to investment in Advanced
Metering Infrastructure (AMI), but still
within budget for the year.

Cash operating expenses increased in
line with expectations during the year.

The request from our major shareholder
to assist with the acquisition and then
transitional management of the electricity
distribution network in New Zealand’s
capital city was commercially productive
for us. It was also a satisfying recognition
of our capabilities and of our reputation
within the global Cheung Kong Group.

' | I
Performance

If our shareholders look to financial
results as the core measure of our
performance, then our customers’
primary focus is undoubtedly network
reliability. Both networks recorded
significant improvements in this regard

in the year under report. It is worth noting
that these positive results were sustained
even after including the result of storms
and other extreme weather events that
are excluded under the terms of our
regulatory incentive scheme.

We are widely recognised as an industry
leader in managing such events, and
this reputation stems equally from our
provision of information to customers
through our Customer Contact Centres.
Both our grade of service and our
customer satisfaction levels improved in
2008, and we are working to continue
this trend in coming years.

Prospects

While the record shows that we have
achieved a great deal during 2008,
we remain acutely aware of the need
to take steps to ensure ongoing
success, particularly in a climate

of economic uncertainty.

A sustained focus throughout the

year on our own planning for the ‘smart
meter’ rollout, assisted by a clarification
of the government mandate, leaves us
well placed for the commencement of
the rollout in late 2009. We are confident
that the project will deliver long-term
environmental and efficiency benefits to
the community, and assist us to pursue
our business objectives.

In increasingly challenging
circumstances, the Group was
able to maintain its performance
and deliver a significantly improved
result for 2008 in the major
aspects of its operations: financial
performance, network reliability
and customer service. It is
satisfying to note CitiPower and
Powercor Australia’s achievements
in supporting each of our main
stakeholder groups — shareholders,
customers, employees and the
community — during the year.

Similarly, the adoption by the Board of
our climate change policy in 2008 will
also be a springboard for future initiatives
in response to the challenges we face,
both to our operating environment and
our business overall.

In closing, | would like to acknowledge
the valuable contributions of retiring
Director Peter St George, and also
former Spark Infrastructure CEO and
CHEDHA Director Bob Stobbe, who
had a long career with the Group and
our sister business, ETSA Utilities,

at an executive level.

Finally, my thanks go to the other
directors, to the executive team and to
the employees of the Group, who have
consistently brought skill, dedication
and enthusiasm to our business over
the past year. With their ongoing
support, we can be confident that

the Group will continue to shine.

Peter Tulloch
Chairman
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Shining for our shareholders

We delivered strong financial returns to our
shareholders in 2008, based on organic growth
in the regulated market and stable returns from
our unregulated business activities. Our aim

is to provide sound returns to our shareholders
with minimal risk, whilst building on our
reputation as a customer-focused essential
service provider.
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Our focus on delivering exceptional
customer service generates strong
and stable financial returns to

our shareholders. This allows for
reinvestment in the maintenance and
augmentation of our networks, and
the provision of better programs

and services to the further benéefit

of our customers.




Shareholders

Wellington electricity acquisition
In 2008, our major shareholder,

the Cheung Kong Group, acquired
an electricity distribution network in

Wellington, New Zealand, from Vector Ltd.

The network supplies electricity to about
160,000 customers to the capital city
of New Zealand and its surrounds. Our
business provided significant support
to the Cheung Kong Group throughout
the acquisition process, and continues
1o assist in the ownership transition

of the new business, by establishing
and providing full back office corporate
services, IT platforms and network
planning functions. CitiPower and
Powercor welcome the opportunity

to expand our management services
to other members of the Cheung Kong
Group, as we have done previously
with AquaTower in Victoria and with
Northern Gas Networks (NGN) in

the United Kingdom.

Our business operates predominantly in regulated
markets, but the extension of our management
services into unregulated markets, including those
on behalf of our majority owners the Cheung Kong
Group, adds value for all our shareholders.

Endeavour Australia scholarships
The Cheung Kong Group has a proud
history of supporting cross cultural
education through international
scholarship. The Endeavour Australia
Cheung Kong Scholarship program,
launched in 2004, was originally
envisaged as a three-year initiative to
assist undergraduate and postgraduate
students from Australia and Asia study
in each other’s home environments.
The Cheung Kong Group and Australian
Government agreed in 2006 to extend
the program by five years to meet the
demand for placements, and this will
support the participation of nearly
1,000 students.

In 2008, 45 undergraduate and
postgraduate students travelled between
Victoria and Asia Pacific nations in
student exchanges, enhancing their

own personal development and
generating far reaching benefits

for the participating countries.
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Corporate Governance

Although CitiPower and Powercor are not publicly
listed entities, the companies benchmark their
corporate governance framework against current
best practice guidelines applicable to publicly

listed companies.

Fifty-one per cent of the CitiPower

and Powercor businesses is ultimately
owned by Cheung Kong Infrastructure
and Hongkong Electric which are both
publicly listed Hong Kong companies.

Forty-nine per cent of the CitiPower
and Powercor businesses is owned
by Spark Infrastructure which is listed
on the Australian Stock Exchange.

The head entity of the CitiPower
and Powercor businesses is
CHEDHA Holdings Pty Ltd.

The CHEDHA Holdings group of
companies (the ‘Group’) and their Boards
remain committed to Group companies
continuing to demonstrate the highest
standards of corporate governance.

Although CitiPower and Powercor are
not publicly listed entities, the companies
benchmark their corporate governance
framework against current best practice
guidelines applicable to publicly listed
companies, including the applicable
provisions of:

¢ the Australian Stock Exchange
Corporate Governance Council,
‘Principles of Corporate Governance
Principles and Recommendations’,
August 2007; and

e Standards Australia, ‘Good Governance
Principles’, AS 8000-2008.

Enhancements to the Group companies’
corporate governance framework
implemented during the course

of 2008 included:

¢ review and update of Board
Committee Charters;

® enhancement of the Directors’
Questionnaire process;

e adoption of a revised Treasury Risk
Management Policy;

e adoption of a charter for the Group’s
internal audit function and

e further alignment of internal audit
and risk profiling reporting.

Additional information on corporate
governance matters is included
in the relevant sections below.

The role of the Boards

The Group companies’ Boards have
overall responsibility for corporate
governance. The four key objectives
of each Board are to:

e protect and reinforce the rights and
interests of the various stakeholders;

ensure that it properly fulfils its
primary responsibility to direct strategy
and monitor the performance of

the organisation;

ensure that management controls and
reporting procedures are satisfactory
and reliable; and

ensure that its performance
is appropriate.

The Boards of Directors are responsible
to the shareholders for the performance
of the Group companies in both the short
and the longer term and seek to balance
sometimes competing objectives in the
best interests of the Group as a whole.
Their focus is to enhance the interests

of the shareholders and other key
stakeholders and to ensure the Group

is properly managed.

Appointment of Directors
Directors for Group companies are
appointed upon the nomination of
shareholders in accordance with
the provisions of a shareholders’
agreement between Cheung Kong
Infrastructure, Hongkong Electric
and Spark Infrastructure.

Delegations

Day-to-day management of the

Group companies’ affairs and the
implementation of the corporate
strategy and policy initiatives are
formally delegated by the Boards

to the Chief Executive Officer and
senior management as set out in the
companies’ various delegations policies.

Responsibilities of Boards
of Directors

The responsibilities of the Boards include:

e contributing to the development of
and approving the corporate strategy;

reviewing and approving business
plans, the annual budget and financial
plans including available resources and
major capital expenditure initiatives;

overseeing and monitoring:

— organisational performance and the
achievement of the Group’s strategic
goals and objectives;

— compliance with the Code
of Conduct;

— progress of major capital
expenditures and other significant
corporate projects including any
acquisitions or divestment;

monitoring financial performance
including approval of the Group
companies’ financial reports and liaison
with the Group companies’ auditors;
appointment, performance

assessment and, if necessary,
removal of the Chief Executive Officer;

ratifying the appointment and/or
removal and contributing to the
performance assessment for the
members of the senior management
team including the Chief Financial
Officer and the Company Secretary;

ensuring there are effective
management processes in place and
approving major corporate initiatives;
enhancing and protecting the

reputation of the Group companies;
and

ensuring the significant risks facing
the Group, including those associated
with its legal compliance obligations
have been identified and that
appropriate and adequate control,
monitoring, accountability and
reporting mechanisms are in place.
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